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July 19,2017

Mr. Doug Anderson
Executive Director
Public Employees Retirement Association of MN
60 Empire Drive, Suite 200
Saint Paul, Minnesota 55103

Dear Doug:

The results of the January l, 2017 actuarial valuation of the Spring Lake Park Firefighters' Relief
Association are presented in this report. This report was prepared at the request of the Public
Employees Retirement Association (PERA) and is intended for use by PERA and those designated or
approved by PERA. This report may be provided to parties other than the Plan only in its entirety.
GRS is not responsible for the unauthorized use of this report.

The purpose of the valuation is to measure the Plan's funding progress and to determine the minimum
annual contribution rcquirements of the Plan for the plan years commencing January I , 2Ol7 and
January l, 2018.

The valuation was based upon information fumished by PERA conceming benefits, financial
transactions, plan provisions, and active members, terminated members, retirces and beneficiaries. We
checked for intemal and year+o-year consistency, but did not audit the data. We are not responsible
for the accuracy or completeness of the information provided by PERA.

Actuarial assumptions, including discount rates, mortality tables and others identified in this rcport,
are prescribed by Minnesota Statutes Section 356.215, the trgislative Commission on Pensions and
Retirement (LCPR), and the Trustees. These parties are responsible for selecting the Plan's funding
policy, actuarial valuation methods, asset valuation methods, and assumptions. The policies, methods
and assumptions used in this valuation are those that have been so prescribed and are described in the
Valuation Procedures section of this report. PERA is solely responsible for communicating to GRS
any changes required thereto.

Future actuarial measurements may differ significantly from the current measurements presented in
this rcport due to such factors as the following: plan experience differing from that anticipated by the
economic or demographic assumptions; changes in economic or demographic assumptions; increases
or decreases expected as part of the natural operation of the methodology used for these measwements
(such as the end ofan amortization period or additional cost or contribution requirements based on the
plan's funded status); and changes in plan provisions or applicable law.
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This report should not be relied on for any purpose other than the purpose described herein.
Determinations of the financial results associated with the benefits described in this report in a manner
other than the intended purpose may pmduce significantly different results.

The signing actuaries are independent of the plan sponsor. We are not aware of any relationship that
would impair the objectivity of our work.

Bonita I. Wurst and Brian B. Murphy are Members of the American Academy of Actuaries (MAAA)
and meet the Qualification Standards of the American Academy of Actuaries to render the actuarid
opinions contained herein. In addition, Mr. Murphy meets the requirements of "approved actuary"
under Minnesota Statutes Section 356.215, Subdivision I, Paragraph (c).

This report has been prepared by actuaries who have substantial experience valuing public employee
retirement systems. To the best ofour knowledge and belief the information contained in this report is
accurate and fairly pr€sents the actuarial position of the City of Spring Lake Park Firefighters' Relief
Association Pension Plan as of the valuation date and was performed in accordance with the
requirements of Minnesota Statutes Section 356.215, and the requiremens of the Standards for
Actuarial Work established by the LCPR. All calculations have been made in conformity with
generally accepted actuarial principles and practices, and with the Actuarial Standards of Practice
issued by the Actuarial Standatds Board and with applicable staotes.

lVe are available to answer any questions or provide further details.

Respectfully submitted,

B a-;*- & /,Du^.t-

BonitaJ. Wurst, ASA, EA, FCA, MAAA
Senior Consultant

Brian B. Murphy, FSA, EA,
Senior Consultant

cc: Dave Andrews - PERA
Sheri Christensen - GRS

Cabriel Roeder Smith & Company



Other Observations

General Imolications of Contribution Allocation Procedure or Fundins Policy on Future
Emected Plan Contributions and Funded Status

Given the plan's contribution allocation procedure, if there are no changes in benefits or contributions

and all actuarial assumptions are met (including the assumption of the plan earning 6.0% on the

actuarial value of assets), it is expected that:

(l) The funding ratio of the plan will rernain over 100%.

Limitations of Funded Status Measurements

Unless otherwise indicated, a funded status measurement presented in this report is based upon the

actuarial accrued liability and the actuarial value of assets. Unless otherwise indicated, with regard to

any funded status measurements presented in this rcport:

(l) The measurcment is inappropriate for assessing the sufficiency of plan assets to cover the

estimated cost of settling the plan's benefit obligations, in other words, of transferring the

obligations to an unrelated third party in an arm's length market value type transaction.

(2) The measurement is dependent upon the actuarid cost method which, in combination with the

plan's amortization policy, affects the timing and amounts of future contributions. The

amounts of future contributions will most certainly differ from those assumed in this report due

to future actual experience differing from assumed experience based upon the actuarial

assumptions. A funded status measurement in this report of 100% is not synonymous with no

required future contributions. If the funded status were 100%, tte plan would still require

futurc normal cost contributions (i.e., contributions to cover the cost of the active membership

accruing an additional year of service credit).

Limitations of hoiect Scooe

Acoarial standards do not require the actuary to evaluate the ability of the plan sponsor or other
contributing entity to make required contributions to the plan when due. Such an evaluation was not
within the scope of this project and is not within the actuary's domain of expertise. Consequently, the
actuary performed no such evaluation.

Gabriel Roeder Smith & Company



SECTION A
VALUATION RESULTS



Suvruuny or AcruARrAL VAl,ultrox REsuLTs

Employee

Datu

Pbn
LbfiIities

Number of Active FiEfrghters

Number of Retirces and Survivors

Number of Terminat€d Defen€d Firefghters

TOTAL

Annual Normal Cost

Acoarial Accrued Lhbility
Active Fircfuhte rs

Retirees and Survivors

Terminated Deferrcd

TOTAL

Assets Marl@t Value)

Unfuded (Overfimde@ Acnrarial Accrued Liabfliy

tnnot6
Resulas

$ 2,054,165

7,t50247

539,655

$ 13391,4{}2

$ (3,64735)

137.4 %

ytnofi
Results

$ 2WW
7243306

524fi4

$ 145145s2

$ (4J08,808)

14f-0 %

5E

80

8

t$

63

79

7

149

$ t73t73 $ l59f8l

$ 9J4,U77 $ 9,80sJ,r4

Furded Pogltlon of Plen's Actnrirl
Accrued Liabllitf

* Equab the ratio ofassets to the total actuarial accrued liability.

Sprhg La*e Por* FircfghErs' ReW Association
Auturial Valuation as of JaNary 1,2017
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Suvrulny or AcruARrAL Valulrron REsuLTs
(Cottctuupo)

In accordance with Minnesota State Statutes (Chapten 69, 353G, 356, and 424A), the contribution
level for any given year is a contribution of the Normal Cost for the year, a provision for anticipated

administration exp€nses, and an amount to reduce the Unfunded Actuarial Accrued Liability. The

minimum annual contribution requirement is shown below.

A) Net Armual Nodnal Coet

B) Annual Amomizatixr Paynrnts fa Funding

Unfirn&d Acunrial Accnrd Liahlity *

C) Expense albwance inclding refind of npmber d.res:

(Pri:r Year acnul expenses x L035)

D) Total Minimum Annual Contrihtion Requirnrm:
(D = A + B +C, na bss than $0)

$ 173173 $ ls9,88r

Plan Year
2016

(rufi\)

0

Plan Yeor
2017

(470E81)

0

, Amounts slawn are equal a one+enth d the assers in excess of liabilities, based on Minnesota Statute 424,+
Minnesota Statute 3534 is silen on the anoni?ption calcuhtion v,hen a plan has surplus osses. See the Connens
and Analysis seaion d this report for additional dcrail.** Actual 2015 expmses were not available at the time the 2016 repn was issued: expenses shown in this ertibit
were estimated based. on calendar year 20 14 eryenses increased by I .035.

Spring Lake Park Firefighters' Relief Association
Actuarial Valuation as dlanrcry 1,2017
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FTNANCTAL AND AcruARrAL STATUS oN JANUARY 1,2017

llb*et Value of Assers as

oflanuary 1,2016

Lbrket Value ol Assers as

ol December 31, 2016

Nontlr,l Cost as ot
tanuarX I, 2017

Actuarial liabiliE as ot
lanuary 1, 2017

$ 13,39t,402
294,739
427,661
139,040

(603,070)

(6s,589)

928,340
2p29

Mtutbfahy
Other

Asset transftr
Bercftpaynr-rm
Adminbrative Expemes

Im€strDrt refim
OttEr
Total

Service Retirenrnt

Non-Servbe Rehted Dbabihy
Servbe Rehted Dbabflity

Withdrawal

Total

Actha Partbiram Liabfty

Servbe Retirenpm

NonService Rehted Dbabfty
Service Rehed Disab@
WitHrawal
Suvivor

Toal Actirc t iabfty

Inactir/e Lhbility

Rctfuees ard Survircn
Terminated Deftrred

Toal Luctive Liabifty

$ 1,123,150

$ 14,514,552

$ 150,675

2,166
1,277

3,576
2,187

$ ls9,88l

ll

$ 1,979,151

20,145

7,818

19,614

$ 2,037,9@

$ 7,243,3M

524,474

$ 7,767,780

Total Liabihy $ 9,805,7,14

A-3Spring Lake Park Firefighte$' Reli{ Association
Actuarial Valuation as ol laruury l, 2017



CouurnrslroAxlr,vsrs

The Spring L,ake Park Firefighters' Relief Associdion joined the Statewide Volunteer Fircfighter
Retirement Plan (SVFRP) effective January of 2016. The SVFRP is adminisrcred by the Public
Employees Retirement Association (PERA). Per Minnesota Statute 353G.08, an actuarial valuation
must be completed by PERA's actuary and should be based on an intercst rate of 6.0%. These

valuation results are analyzed and discussed in the following paragra.phs.

This plan remains well funded. The funded ratio, defined as the ratio of assets to actuarial liabilities,
increased from 137.4% as of January 1,2016, !o 148.0% as of January l, 2017. The primary reasons

for the increase in the hrnded ratio are the contribution of $722,A0O and the greater than expected
retum on assets. Plan assets earned 8.0% and werc expected to earn 6.0%.

The minimum annual contribution is equal to normal cost for the year, a provision for anticipated

administrative expenses, and an amount to recognize the unfunded actuarial accrued liability.
Minnesota Statute 353G.08 Subd. la. specifies amortization periods for unfunded liability attributable
to benefit increases, assumption or method changes, or investment losses. As discussed wift PERA,
statutes do not address methodology for plans with surplus assets, and do not specify how to set up

initial balances when a plan transitions to the SVFRP. Additional clarification is requested.

As directed by PERA, in this valuation, we show an amortization amount equal to one-tenth of
surplus assets. The rcsulting minimum annual contribution is $0. The basis for this interpretation is

Minnesota Statutes 4ZA, which applies to relief associations before joining the SVFRP. Other
interpretations are reasonable and possible. Due to the well-funded nature of this plan, based on the

interest assumption of 6%, all other amortization periods would also result in a minimum contribution
of$0 for Plan Year 2017.

We would typically recommend the minimum contribution be at least equal to the normal cost, even

for plans that are well-funded. While the annual minimum conribution for this plan has equaled $0
for the past several years, contsibutions to this plan have continued to be made, from both the state

and municipal sponso$.

Our valuation was based on the plan provisions as described in the bylaws provided by PERA and
summarized in Section B.

Spring Lake Pat* Firefighters' Relief Association
Acruarial Valuation as d tanury I, 2017
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CouuuNrs mrn ANlr,vsrs (coxcr,unso)

The Actuarial Standards of Practice (ASOP) No. 35 Disclosure Section 4.1 .l sla.tes "The disclosure of
the monaliry ossurnption should contain sufficient detail to permit another qwlifted actuary to

undersund the provision made for future nanality improvetnent. If the actuary assumes zero

mortality improvement after the measurement date, the actuory slauld state that no provision was

made for future monality improvement." In our judgment, therc is no pnovision for futune
mortslity impnovement in the crrrrent prcscribed mortality assumption. We rrcommend that
the mortality assumption be revised to imlude margln for future mortality imprcvements.

There is not enough plan-specific data to make a reasonable analysis of the mortality assumption. For
most plans, standard mortality tables represent the best estimate of future events. Our
recommendation is that the mo(ality assumption for this plan minor the assumptions used for the

Minnesota Public Employees Police & Fire Retirement Fund (PEPFD. Our understanding is that
PERA would first take action on our recommendation, and then submit the requested change to the

bgislative Commission on Pensions and Retirement (I-CPR). If the [,CPR doesn't take action within
one year, the requested assumption change is automatically approved. Evaluating the impact of a

mortality assumption change on the valuation results is outside the scope of our current assignment.

Spring LoLe Pa* Firefghten' Relief Association
Ac,uarial Voluarioa as of Janury I, 2017
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SECTION B

BENEFIT PROVISIONS AND VALUATION DATA



Bnrpr SuuuARY oF PLAN PRovIsIoNs
(Jtrulnv 1,2017)

PIan Spring Lake Park Firefighters' Relief Association

Effeuive Dae last Amended Effective: August 27, 2015

Normal Retirement Benefi t Eligible upon attainment of age 50 and completion of 20 years
of service-

Monthly life annuity benefit of $38 per year of service. No
maximum monthly benefit.

Vesting Schedule Employees who have completed l0 years of service are 6OVo

vested in their benefit. The vesting p€rcentage increases by
4% for each additional completed year of service to a
maximum of 100% with 20 years of service.

Early Retirement Benefit Eligible upon attainment of age 50 and completion of l0 years
of service.

Monthly life annuity benefrt of $38 per year of service, subject
to the Vesting Schedule.

Deferred Vested Benefit On termination, after completion of 10 years of service,
payable at age 50.

Monthly life annuity benefit of $38 per year of service,
subject to the Vesting Schedule.

Ordinary Disability Benefit Short-term disability benefit of $25 per day for 26 weeks.

Long-term disabilily benefit of $38 per year of service, subject
to the Vesting Schedule. Payable at age 50.

Duty Disability Benefit Short+erm disability benefit of $25 per day for 26 weeks.

long+erm disability benefit of $38 per year of service.
Payable at age 50.

Spring lakz Pafi Firefighun' Reliel Association
Actuarial Valuarion as of lanuary l, 2017
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Bnrrr SuuuIRY oF PI,AN PRovIsIoNs
(JANUARY 1,20I7) (Concr,uoeo)

Death Benefrt Upon the death of an active panicipant, 100% of the
member's accrued, unrcduced benefit, is payable immediately
to the surviving spouse.

Upon the death of a deferred or retired member, 75% of the
member's accrued benefit is payable to the surviving spouse.
The benefit is payable immediately to the surviving spouse of
a rctircd member and is payable at the date the member would
have been 50 to the surviving spouse of a defened member.

Spring Lakz Park Firefighters' Relief Association
Actuzrial Valuation as dtanuary I, 2017
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Acrrvp MrunBns ls or hNUARY l, 2,017

BY AGE AND YEARS oT STnvIcn

Aee 04 5-9 10-14 15-19 20-A 254D Over 3) Toteb

Urder 2I)

2GA
25-29

:t0-34

35-39

404
4549

50-54

s5-59

Over 60

,
s

8

l9
E

t2
I
I
,

I
I

I

I
2

I

I

3

2

6

4

5

I
3

I

I

)
5

4

l0
3

Total A 15 l1 [D grl6 I I

Average Age

Average Service

38.9

7.4

Spring lake Pa* Firefghten' Relief Association
Actuarial Valuoriu, as oflanuary I, 2017
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MsMnnn Dlrl ls or hNUARY 1,2017

Inactive Members

Avemge
Nur$er M irEitffit

Retirees*

Wlloua

TemimtedDefernd

Total

, lncfudes 4 Altemate Poyees.

7t

9

8

$6ss

497

456

g.t
74.1

46.6

63.5$62088

Spring Lakc Park Firefghrers' Relief Association
Actwrial Valuation as of Janmry I, 2017
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SECTION C
VALUATION PROCEDURES



AcTUARIALMETHOD

Nornol cost and the allocatbn of benefil vzlncs between service rendered before and after the
valuation date was determined using the individual entry-age actuarial cost n ethod having the
following characteristics:

the annual normal costs for each individual active member, payable from the date of
employment to the date of retirement, are sufficient to accumulate the value of the
member's benefit at the time of retirement; and

o

o the annual normal costs for each individual are level dollar amounts spread evenly over the
panicipant's career.

The contribution and benefit vafues of the Pbn are calculated by applying acoarial assumptions to
the benefit provisions and the demographic information fumished, using the actuarial cost method
described above.

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

. long-term rates of investment return to be generated by the assets of the Plan

o rates of mortality among members, retirees and beneficiaries

o rates of withdrawal of active members

o rates of disability among members

. the age patterns of actual retirement

Actual experience of the Plan will not coincide exactly with assumed experience. Each valuation
prcvides a complete recalculation of assumed futurc experience and okes into account all past

differences between assumed and actual experience. The result is a continual series of adjustments
(usually small) o the computed contribution rate.

From time to time it becomes appropriate to modify one or more of the assumptions, to reflect
experience trends (but not random year-to-year fluctuations).

Spring lake Pa* Firefghterc' Relief Association
Acnaial Valuation as of lanuary I, 2Ol7
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VALUATIoN ASSUMPTIoNS

The assumptions in this valuation are prescribed by Minnesota Statute 353G.05. The statutes require

the assumed rate of investment retum to b 6%. TIte other assumptions prescribed are based on the

valuation rcpon as of January l, 2015, prepared by a former actuary. We are unable to judge the

reasonableness of these assumptions without performing a substantial amount of additional work

beyond the scope of the assignment.

The assumed rate of investmetrt rehrrn used was 6.00%, net of expenses, annually.

The mortality table used to measwe retirement mortality was the RP20O0 Combined Healthy

Annuitant Mortality Table projected to 2017 with scale AA. This assumption is used to measure the

probabilities of members dying beforc retirement and the probabilities of each benefit payment being

made after retirement.

Siryle Life Retiremnt Vahrs
Sade Prtsent Value of $1

Morthly forLife
trttur Lile

Brpectancy (years)

Ages Men Womn Men Womn

50

55

60
65

70
75

80

$r68.68
157.86

144.&
129.30

112.27

93.28

73.62

$ 171.79

16t.77

t49.ffi
135.67

120.15

1o3.22

85.06

32.48

27.77

23.22

18.94

15.02

tt.4
8.32

34.48

29.74

25.17

20.88

t6.94
13.36

10.15

Spring Lake Pa* Firefighters' Relief Association
Actwial valuation as of lanwry I,2017
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Var,ulrrox AssuMPTroNs
(Coxrwuru)

RoEs of serymtion from active membenhip are represented by the following table (rates do not

apply to members etigible to retirc and do not include separation on account of death or disability).

This assumption measurcs the probabilities of members terminating employment.

Er{oyee Wthdraual Rate kr
1,0fi)E@oyees

Age Males Fermlcs

50 and Orer

Sample Rar,cs ofDisaDilrry were as follows:

60.0
48.0

36.0

24.0

t2.0
0.0
0.0

Enfloyee DbaHerril
Rate krl,0fl) E4qpyees

20

25

30

35
q
45

60.0

48.0

36.0

24.0

t2.0
0.0
0.0

Ace Mah Fcnnle

35

20

25

30

40
45

50
55

0.8

0.8

0.8

t.4
2.O

3.5

4.9

8.9

0.8

0.8
0.8

1.4

2.0

3.5

4.9
8.9

25% of all disabilities assumed to be in the line of duty.

Spnng Lake Pa* Firefighters' Relief Association
Actuarial Valuotion as of January 1, 2017
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VALUATIoN Assuurprtons
(Concr.uopo)

Rue of Retirement: Active firefighters assumed to retire at the later of age 50 and l0 years

of service.

Spouse Age:

Percentage Manied:

Spouse assumed to be same age as member for actives and inactives.

85% of all active and terminated membem are assumed to be manied.
Actual marial status is used for retired members.

Decrcment Timing:

Expenses:

Commencement ot
Defened Benefits:

All decrernents are assumed to occur mid-year.

Prior year expenses increased by 3.5%.

Members eligible for deferred annuities (including cunent terminated
deferred members) are assumed to begin receiving benefits at age 50.

Spring Lale Pa* Firefighters' Relief Association
Actuorial Valuation as of tanwry 1, 2017

c-4


