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RE: State Employees Retirement Fund

Commission Members:

Pursuant to the terms of our Actuarial Services Contract, we have performed an actuarial
valuation of the Fund as of July I,2001.

The results of our calculations are set forth in the following report, as are the actuarial
assumptions upon which our calculations have been made. We have relied on the basic
employee data and asset hgures as submitted by the Minnesota State Retirement System.

On the basis of the foregoing, we hereby certi$ that, to the best of our knowledge and belief, this
report is complete and accurate and has been prepared in accordance with the requirements of
Section 356.215, Minnesota Statutes, and the requirements of the Standards for Actuarial Work,
adopted by the Commission.

We, Thomas K. Custis and William V. Hogan, are actuaries for Milliman USA. We are
members of the American Academy of Actuaries and meet the Qualification Standards of the
American Academy of Actuaries to render the actuarial opinion contained herein.

Respectfully submitted,

Milliman U S A

/ /r'
):-/"-,--- d L*-'\

Th6mas K. Custis, F.S.A., M.A.A.A.
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State Employees Retirement Fund

Report Highlights
(dollars in thousands)

07loyzwo
Valuation

07t0u200t
Valuation

CONTRIBUTIONS (Table 1 1)

1. Statutory Contributions - Chapter 352

% ofPayroll

2. Required Conributions - Chapter 356

% ofPayroll

3. Suffrciency @eficienry): (A.1. - A.2.)

RJNDING RATIOS
l. Accrtred Benefit Funding Ratio

Cunent Assets (Table 1)

Current Benefit Obligations (Table 8)
Furding Ratio: (a/b)

Accrued Liability Funding Ratio
a. Cr.rrent Assets (Table l)
b. Actuarial Accrued Liability (Table 9)

c. Funding Ratio: (alb)

Projected Benefit Funding Ratio (Table 8)

a. Current and Expected Futtue Assets

b. Current and Expected Future Benefit Obligations
c. Funding Ratio: (alb)

PLA}.I PARTICIPAI{TS
1. Active Mernbers

Number (Table 3)

Projected fuurual Earnings
Average Annual Earnings (Projected $)

Average Age
Average Service

2. Others
Service Retirernents (Table 4)
Survivors (Table 5)
Disability Retirements (Table 6)

Defened Retirements (Table 7)

Terminated Other Non-vested (Table 7)

Total

8.00%

7.12%

8.00o/o

6.79o/o

B.

0.88%

$6,74,165
s5,659,602

Lt9.t8%

$6,74,165
s6,105,703

1t0.46%

$7,970,626
$7,660,383

t0/..o5%

l.2lo/o

s7,366,673
$6,116,079

120.45%

s7,366,673
s6,573,193

112.07%

s8,615,702
$8,173,098

105.42%

a.

b.

c.

3.

C.

a.

b.

c.

d.

e.

a.

b.

c.

d.

e.

f.

47,920
s1,900,124

$39,652
4.3
lL.7

16,276
1,955
1,070

ll,l25

49,229

$1,967,814
$39,973

4.4
11.5

16,766
2,085

1,127

11,452
8,111

39,547
7.772

38,198
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State Employees Retirement Fund

Commentary

Purpose

The purpose ofthis valtration is to determine the financid status of the Plan. In order to
achieve this ptrpose, an actuarial valuation is made at the beginning of each fiscal year as

required by Section 356.215 of Minnesota Stahrtes.

Report Highlights

The financial statu of the Plan can be measured by three different fimding ratios:

r The Accrued Benefit Fr.rnding Ratio is a measure of cr:rrent fimding status and,

when viewed over a period of years, presents a view of the fimding progress. It is
based upon benefits which have been earned by service to the valuation date. This
year's ratio is l2}.45yo. The corresponding ratio for the prior year was 119.18%.

r The Accrued Liability Frurding Ratio is also a measure of fimding status and

funding progress. It is based on the actuarial cost method that has historically been

used by the State. For 2001 the ratio is 112.07%. which is an increase from the

2000 value of 110.46%.

r The Projected Benefit Frurding Ratio is a measure of the adequacy or deficiency in
the contribution level. This year's ratio of 105.42% shows that the curent statutory

contributions are adequate.

Asset Information (Tables I and 2)

Effective wittr the July l, 2000 valuation of the fund, Minnesota Stahrtes require that the

asset value used for actuarial purposes spread differences between actual retum (measured

on a market-value basis) and expected return on non-MPRIF assets over five years, in a
manner similar to that already being used within the MPRIF. The previons method

required urder Miruresota Statutes recognized one third of the unrealized gains and losses.

An Asset Valuation Method requirement exists because market values (which include all
unrealized gains and losses) are tlpically volatile and can produce erratic changes in the

contribution requirements from year to year. The intent of the change to the current

method is to employ a more effective asset smoothing technique which is market-value

based and which eliminates artificial bias relatedto manager style. The effective date of
this requirement is July 1,2000 with fulItransition to be accomplished as of July 1,2003.

MILLIMAN USA
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The calculation of the Actuarial Value of Assets is shown in Table I on lines E.l to E.4.
Actuarial Value of Assets is determined as:

Market Value of Assets at June 30,2001, /ess

80% of the current year Unrecogntzed Asset Retum at July l, 2001 (the difference
between actual net retum on Market Value of Assets betrreen 0613012000 and

0613012001and the asset refirm expected during that period based on the assumed

interest rate employed in the July 1, 2000 Actuarial Valuation); Iess

60% of the current year Unrecognized Asset Return at July 1,2000 (the difference

between actiral net return on Market Value of Assets between 06/30/99 and

06/3012000 and the asset retun expected during tbat period based on the assumed

interest rate employed in the July l, 1999 Actr:arial Vah:ation); /ess

30% of the Unrecognized Asset Return at July 1,1999 (the difference between

Market Vatue of Assets on.06130/99 and the Actrarial Value of Assets used in the

July l, 1999 Actuarial Valuation).

The terur "Actuarial Value of Assets" is used to indicate that the value was detemrined for
use in this actuarial valuation. Since Minnesota Statutes refer to this value as "Current
Assets," the latter phrase will be used in the remainder of this rePort.

This plan participates in the Minnesota Post Retirement Investnent Frmd (i.e., MPRIF).
After the MPRIF liability has been catculated for each participating Plan, the State Board
of lnveshents (i.e., SBD witl determine each Plan's portion of the excess earnings for the

Jantrary benefit increase as well as the Plan's allocated market share of MPRIF.

Actuarial Balance Sheet Sablc 8)

An actuarial balance sheet provides a method for evaluating current and funre levels of
funding.

The Current Benefit Obligation used to measure current fimding levels is calculated as

follows:

r For Active Members - Salary and service are projected to retireme,nt to determine
benefits for each mernber and the ratio of credited service to total service
establishes the portion of the projected benefit to be used in calculating the current
fimding level.

r ForNon-Active Members - The discounted value of benefits, including
augmentation in cases where benefits have not commenced.

MILLIMAN USA
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GASB Disclosare

Disclosure of the Current Benefit Obligation amounts used to be required by Statement
No. 5 of the Governmental Accounting Standards Board (GASB). However, Statement
No. 5 has been superceded by Statement No. 25. Tables 14 and 15 of this report are

included to fulfill the requirements of Statement No. 25.

Actuarial Cost Method (Toblc 9)

The approach used by the State of Minnesotato determine contribution sufficiency is the Enty
Age Normal Actuarial Cost Method. The primary characteristic of this method is that it
allocates costs as a level percentage of payroll.

A comparison ofthis actuarial method (Table 9) to the actuarial balance sheet (Table 8)

illustates the two techniques for allocating liabilities of active Members to past and future. As
noted in the prior section, the balance sheet allocates benefits and corresponding liabilities, on

the basis of service. The method used in Table 9 allocates liabilities so that the cost each year

will be a constant percentage of payroll. Both approaches, however, calculate the value of all
future benefits thJsame way (see line F of Tabli 8 and line .{6, column 1, of Table 9).

An Unfirnded Actuarial Accrued Liability is computed under the Entry Age Norrral Actuarial
Cost Method by comparing the liabilities allocated to past service (Actuarial Accrued
Liability) to the Current Assets. This arnoun! line B3, is funded over the remaining years to
the amortization date by a series of payments that remain a constant percentage of payroll
each year.

Source of Actuarial Gains ond Losses (Table 10)

The assumptions used in making the calculations using the Entry Age Nonnal Actuarial
Cost Method are based on long-term expectations. Each year the actual experience will
deviate from the long-term expectations. For a detailed analysis of the major components,

refer to Table 10.

Contribution S uffrcicncy (Table I I )
This report determines the adequacy of Stattrtory Contributions by comparing ttre Statutory
Contributions to the Required Contributions

The Required Contributions, set forth in Chapter 356, consist of:

r Normal costs based on the Entry Age Normal Actuarial Cost Method.

r A Supplemental Contribution for arnortizing any Unfirnded Actuarial Accrued Liability.
r An Allowance for Expenses.

Table 1l shows the Plan has a contribution sufficiency since ttre Statutory Contribution
Rate is 8.00% compared to the Required Contribution Rate of 6.77%.

MILLIMAN USA
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Changes in Actuarial,tlss umptions and Methods

All actuarial assumptions and methods listed in Table 12 are the sarne as those used in the
prior valuation.

Changes in Plan Provisions

Effective with this July t, 2001 valuation, the following plan provisions has been

arnended:

. Effective January l,z}Oz,the additional lump sum benefits that are paid to pre-1973

retirees will be paid as monthly instaltnents to the retirees.

AII other plan provisions are the sarne as those used in the prior actuarial valuation of the

Fund.

MILLIMAN USA
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TABLE I
State Employees Retirement Fund

Statement of Plan IVef Assefs
(dollars in thousands)

JIJLY I,2OOI

Market Value Cost Value

A. ASSETS IN TRUST
l. CastU Equivalents, Short-term Securities
2. Fixed lncome
3. Equity
4. Real Estate

5. Equity in MPRIF
6. Other

Subtotal

B. ASSETSRECETVABLE

$56,862 $56,862
1,013,609 L,023,456
2,962,620 3,190,587
158,701 L33,862

2,771,952 2,77L,952
5,743 5,743

s6,969A87 $7,182,462

L0,491 10,491

C. LIABILITIES (9,2t3) (9,213)

D. NET ASSETS HELD IN TRUST FOR PENSION BENEFITS
1. MPRIF Reserves 2,771,952 2,771,952

2. Member Reserves 762,784 762,784

3. OtherNon-MPRIF Reserves 3,436,029 3,@9,@4

4. Total Assets Available for Benefits $6.970.765 $7,183.740

E. DETERMINATION OF ACTUARIAL VALIJE OF ASSETS

l. Market Value of Assets Available for Benefits @4) 56,970,765

2. Unrecognized Asset Returns (UAR)
a. June 3o,2ool ($721,038)

b. June 30, 2000 87,707

c. June 30, lggg 427,66L

3. UAR Adjustrnent: .80 * (E2.a) + .60 * (E2.b) + .30 * @2.c) (395,908)

4. Actuarial Value of Assets (El - E3) 7,366.673

(Same as "Current Assets")

MILLIMAN USA
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State Employees Retirement Fund

Statement of Change ln Plan IVef Assefs
(dollars in thousands)

YEAR ENDING JUNE 30, 2OO1

Non-MPRIF
Assets

MPRIF
Reserve

TABLE 2

Market
Value

B.

ASSETS AVAILABLE AT BEGINNING
OF PERIOD

ADDITIONS

Member Contributions
Employer Contributions
Contributions From Other Sources

MPRIF Income
Net Investrnent Income
a Interest and Divide,nds
b. Net Realized Gain (Loss)

c. Net Change in Unrealized Gain (Loss)

d. InvestnentExpenses
e. Net Subtotal

6. Other

7. Total Additions

OPERATING E)(PENSES

1. Service Retirements
2. Disability Benefits
3. SurvivorBenefis
4. Refunds
5. Administrative Expenses

6. Other

7. TotzlDisbursements

OTTIER CHANGES IN RESERVES

l. Annuities Awarded
2. Mortality Gain/Loss
3. Change in MPRIF Assumptions

4. Total Other Changes

ASSETS AVAILABLE AT END

s4,608,578 s2,462,349 s7,070,927

l.
2.

3.

4.

5.

$74,3&
73,362

0

0

296,060
0

(629,924)
(6,283)

(340,147)
7,408

($185,013)

$597
0

0
9,750
3,738
3,197

$1,7,282

(211,146)
3,676

0

0
0

s372,094

$74,3@
73,362

0
372,094

296,060
0

(629,924)
(6,283)

'(340,147)

7,408

$187,081

$270,558
0
0

9,750
3,738
3,197

s287,243

$0
0

0

372,094

0
0
0
0

C.

s269,961
0
0
0
0
0

s269.961

D.

E.

zLL,1,46
(3,676)

0

0
0
0

OF PERIOD

F. DETERMINATION OF CURRENT YEAR UNRECOGNIZED ASSET RETURN
1. Average Balance

(a) Non-MPRIF Assets Available at Beginning of Period

(b) Non-MPRIF Assets Available at End of Period*

(c) Average Balance { [Fl.a + Fl.b - B5.e 'B,6) I 2 |
2. ExpectedReturn: .085 * Fl.c
3. Actual Return
4. Current Year Unrecognized Asset Return: F3 - F2

. Before adjustmentfor MPNF mortality gain/loss and new MPNF assamptions

(207,470) 207,470

___q 99$3_ _-_$2f,1]-9s2 _-s,,floJ6s_

4,608,578

4,1,95,137

4,568,227
388,299

(332,739)
(721,038)
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Table 3

State Employees Retirement Fund

Active Members as of June 30.2001

Years of Service
25-29

0
0

0
0

Agq

<25

25-29

30-34
35-39

404
4549

50-54
55-59

60-6/.

Age

<25

25-29

30-34
35-39

404
4549

50-54
55-59

60-6/.
65+

: 1"_ r:: '

Arf.

<1

1,222

1,,166

8M
725

749
622

436
255

lt3

l4
692

1,976

2,132
1,851

1,7&
1,607

t209
61r

252

5-9

5

222

1,065
r226

r274
rart

995
537

279

l0-14

0
2

245
r23s

1,596

1,593

1,361

747

360

15-19

0
0

t4
523

1,312
1,357

1,104
625

323

20-u
0
0

0
65

977
L,621

LA27
789

331

60
1,M5

L,514
747

283

30+

0
0

0
0

0
62

8r8
994

437

Averaee Annual Earnines

<l
15,965

20,509

23249
23,308

22,945
2422s

26,324
22,7U

18,071

14,989

i.:21,f87,y,,,1:

10-14

0
37,180

38,779
42,158

42,942
43,105

43,916
43A86

41149
45,04 

,6

42,898

L4 5-9 15-19

0
0

33,389

20-24

0
0

0

39,910 36,056

43,895 41,774

4,686 4,861

4,063 46,792

42,970 46,027

41,051 42,030
39,324 40,194

l. l':.. ' 'r:"' "'.-:a ':, . .'-

43,370 i',,';'." 4,i11

15-19 20-24 25-29 3GF ',1i, AIE
211 I7f 1;ilr,;, .,;i,f.l|r 1iirl;'-1.;q59

24,567 21,429
28,561 32,805

3L,007 36,824
33,041 38,491

33,774 39439
33,179 40,051

34,928 40,094
32,797 40222

29,933 39,960
t7,728 32At4

3 1 J 8 8",:,, 
. ;i,,. 138;821' ;,

Prior Fiscal Year (in Millions) by Years of Service

499

Au
tsi$

310

Years of Service

MILLIMAN USA
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25-29

0
0

0
0

,:.,]
72a5 ,=

39,000 0
4AL9 42,194

49478 47,843
50,546 52,142

50,635
47,970



Table 4

State Employees Retirement Fund

Service Retirements as of June 30.2001

Years Retired

5-9

0
0

L2

614

<1 14
10
7t4

Ase
<50

50-54

49
15

0

15-19 20-24 25+

00
00

l0-14

0
0

0
0

0
0

0
0

0
8

0
0

0
0

0
0

55-s9
60-64

Ag9

<50

50-54

351

sl5

2t3
33

13

2
0

<1

16,270
3,897

s96
1,258

1,400
258

1,40
1,633

340
60

15,657
13,497

15,L20
L4,4M

14,952
15,550

0

14,l:86

456
1,146

1,486
20r

0
0

I
8

0
0

0
0

23
485

65-69
70-74

75-79
80-84
85+

Averase Atrnual Benefit

0
217

925
r242

0

21,581

17,561 15,362

14,050 15,374
11,707 11,390

ilsrp2O- ; tZ,ti57 l.

20-24
:i1,7.?n?e

74
0

9,608

I1,656
L3,756

13,465
10,794

9,922
6,694

0
.:,. 1 1.:):: .

12983 :",

10-14 15-19 20-24

0000
0000

0
0

0
0

12,100
14,179

20,483
16,713

14,115
14,385
9,529

15,9ori

0
0

55-59 13,274

60-u 13,738

65-69 10,683

70-74 9,932

75-79 11,847

80-84 5,219
85+ 0

,,-,1

,',',J{I"L,, lr,1?;.8-1t

0
11,672

Totd Annual Benefit thousands) by Years Retired

t4
46,608',.':i

+
Aq,

<l
14,545,

59

.19,788

ry_
52,524

Years Retired

MILLIMAN USA
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Table 5

State Employees Retirement Fund

Survivors as ofJune 30. 2001

Years Since Death

15-19 20-24 25+

20
31

t4 5-9 10-14

56405
36214
53 38 13

69 73 22

787844
106 94 76

99 93 s8
78 99 49

33 56 39

<l
25
t2

2t
24

29
32

Ase
<50

50-54

6s49
70-74

75-79
80-84
85+

8

t7
78

0
0

1

9

33
37
30

3

9

13

25

&
23

8

55-59
60-&

35

2t
7

Averaee Annual Benefit

Years Since Death

20-24

0
854

t4
6,735

LL,40

12,463
1,2,745

<1

8,467
8,761

Ase
<50

50-54

75-79
80-84
85+

ALL.

55-59
60-u

65-69
70-74

11,695
12,974

16,il9
16,624

15,318
13A48
10,550

135,p

5-9

6,188
8,874

10,002
12,143

12,899
13,516

14,619
13,590
9,517

+d, ..--:)ri
;': 

"L 
r ir.i:i:

,;i1ilpif .8[,,,,.

10-14

8,781

4,459

9,934
L7,701

1,1,736

14,034

10,545
13,590
10,783

' 'ri.f :;:, :.:;\'!ii..

;,1'?i11, "',

l5-19

6,357
5,747

25+

0
0

0
11,555

10,859 0

8,496 0

t4Aot
15,802

L5,725
t4A7t
I1,056

l,?;+Jg,, ,i

10,767 5,894 0

11,866 13,316 6,238

t52M L4,424 7,233

12,145 11,585 8,706

16,6L9 11,922 9,514
,.':...rr ,.''l''..: . ' . .:.'.'j'r

. i i,ojl;::ili.,truti. i;.; :t' ',effs ;"

Total Annual Benefit (in thousands Years Since Death

20-24 25+

1,388 989
A&
All

<l
2,781

t4
8,177

59
7214

10-14 15-19

3,861 1,960

,A[.1.
'126375
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Table 6

State Employees Retirement Fund

Disabilitv Retirements as of June 30.2001

Years Disabled

25+

0
0

0
3

0
2

8

l5
23

;iriji*II

;'li#t,li
".1'.;;;i:;$1_',.

:, ,,,,'r,'i47,''
: \\' : j)i: ",i.1 

:tt:z!. :t: ., :, + .

,l',,11.''!fi,''
:';:,,;;:,p7.,:

i;;i.ri*iaii;,
i, .-;u: ' I;'' -"ffQf',:

i,1, #*:,t+t=
]:: :.i.li59r'.
:.,.;;fiit49 i:,

..,t: t,,LlA:

20-24

0
0

2
I

3

6

35
37
17

'l$,,ii9i;

15-19

0
3

5

5

7

l9

28
7
0

iffiffiil

<t t4 5-9

29 73 49

33 63 34

29 76 50

25 83 87

02766
0030
000
000
000

&
<50

50-54

55-59
60-@

65-69
70-74

75-79
80-84
85+

ffi,:ltffis; -::rffii
'r!{$P;r;

Averase Annual Benefit

Years Disabled

t0-14

l0
l4

t6
2L

29
4
l3
0
0

10-14 15-19 20-24 25+

4,543 0 0 0

11,365 6,638 0 0

Ag9

<50
50-54

75-79
80-84
85+

,.AfrL,,

55-59
60-6/.

.65-69
70-74

5-9

8,005
9,954

11,941

I1,843

11,398
9,723

10,849
r0Ail
11,823
10,511

8,092
0
0

19P!i;1,.,

9,573
9,805

8,250
10288

9,127
9,012

0

,,,it9.306

8,320
9,088

8,039
10,827

10,816
10,905

8,1 l5

'.t,9..?'+a'

0
5,609

0
7,453

7,891
8,197
7,956

7.,8i91

<1 L4
7,914 7,687

10,799 I1,083

9,491 11,324
9,885 ll,52l

0
0
0

1o,766

0 12,656
00
00
00
00

. t.'.t: 
".

9 55!,: .,,.,:lQ;-6,1t.,.

Totd Annual Benefit (in thousands) by Years Disabled

Ase
Alt

<l
1,108 3,418

25+

_ .4._

5-9

3,402

10-14 15-19 20-24
. ... .1J., .

t,SOe l;;1;. 
.. , 688: . . ., ;' l:094

r![ '

.'11560
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TABLE 7

State Employees Retirement Fund

Reconciliation Of Members

Actives

Terrninated
Deferred

Retirement
Other

Non-Vested

A ONJUNE 3O,2OOO

B. ADDNIONS

C. DELETIONS
1. Service Retirernent
2. Disability
3. Death
4. Terminated - Deferred

5. Terminated - Refund

6. Terminated - Other Non-Vested
7. Returned as Active
8. Transferred to Other Fund

DATA ADruSTMENTS

Vested
Non-Vested

TOTAL ON JUNE 30,2OO1

A. ,ON JUNE 30, 2OOO

B. ADDITIONS

C. DELETIONS
1. Service Retirement
2. Death
3. AffIuityExpired
4. Returned as Active

DATA ADruSTMENTS

TOTAL ON JI.JNE 30,2OOI

47,920

6,223

(7e2)
(106)

(78)
(1,026)
(1,407)
(1,857)

425
(t2)

(61)

35,371
13,858

49,229

7,772

2,238

(3)
(2)
(s)
(4)

(686)
0

(20e)
(es2)

(38)

ll,l25

1,026

(286)
(21)
(17)

0
(208)

Q4)
(2r6)

0

73D.

E. 8,lll11,452

Recipients

Retirement
Annuitants Disabled Survivors

16,276

1,081

0
(607)

0
0

16

1,070

129

0
(56)

0
0

(16)

1,955

202

0
(80)

0
0

8D.

E. 2,085

MILLIMAN USA
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A.

B.

c.

D.

State Employees Retirement Fund

Actuarial Balance Sheef
(dollarc in thousands)

JULY 1,2001

CLJRRENT ASSETS (TABLE I, E6)

E)(PECTED FUTI,]RE ASSETS
l. Present Value of Expected Futnre

Statutory Supplemental Contributions (See Table 11)

2. Present Value of Futue Normal Costs

3. Total Expected Future Assets

TOTAL CT,'RRENT AI{D E)(PECTED FUTURE ASSETS

TABLE 8

$7,366,673

(s350,876)

1,599,905

$1,249,029

__q&gllJg2_

TotalCURRENT BEMFIT OBLIGATIONS
1. Benefit Recipients

a. RetirprnentAnnuities
b. Disability Benefits
c. Surviving Spoue

and Child Benefits

2. Deferred Retirements with Future Augmentation

3. Former Members without Vested Rights

4. Active Members
a. RetirernentAnnuities
b. Disability Benefits
c. Survivot's Benefits
d. Deferred Retirernents
e. Refimd Liability Due

to Death or With&awal

Non-Vested Vested

24,585
123,077

69,234
5,571

0

$2,402,622
L22,297
249,288

M7,755

7,096

2,452,34
0
0

197,8I2
14,408

$2,402,622
L22,297
249,288

M7,755

7,086

2,476,929
L23,077

69,234
203,383

14,408

5. Total Curent Benefit Obligations $222,467 $5,893,612

E. E)(PECTED zuTI.JRE BEMFIT OBLIGATIONS

F. TOTAL CURRENT A}..ID E)(PECTED FUTT,RE BENEFIT OBLIGATIONS

c. CLJRRENT UNFLJNDED ACTUARIAL LIABILITY (Ds-A)

H. CIJRRENT AI{D FUTURE UNzuNDED ACTUARTAL LIABILITY (F.C)

$6,116,079

s2,057,019

____$&lll,99!_

($1,250,594)

($442,604)

MILLIMAN USA
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TABLE 9

State Employees Retirement Fund

Determination Of llnfunded Actuarial Accrued Liability (UAAL)
And Supplemental Contribution Rate

(dollars in thousands)

JULY 1,2OOI

DETERMINATION OF ACTUARIAL
ACCRUED LIABILITY (AAt)
1. ActiveMembers

a. RetirementAmuities
b. Disability Be,nefits

c. Survivor's Benefit
d. Deferred Retirements
e. Refi:nds Due to Death or Withdrawal
f. Total

Defened Retirements
With Future Augmentation

Former Mernbers Without
Vested Rights

Annuitants in MPRIF

Recipients Not in MPRIF

3.

Actuarial
Preseirt Value
ofProjected

Benefits-----TT--

$4,242,485
214,843
1,19,017

332,486
30,566

s4,939,397

47,755

7,086

2,77L,952

2,255

Actuarial
Present Value

of Fnture
Normal Costs

$1,170,301
88,840
46,705

190,729

103,330

$1,599,905

s3,072,184
126,003
72,312

14L,757
(72,764)

$3,339,492

u7,755

7,086

2,77L,952

2,255

4,653

____e6,523J93-

s6,573,193
7,366,673

___lsz93lg9)

$36,549,596

'2.17o/o

4.

5.

C.

6. Contingent Liability for Unclassified Plan 4,653

7. To1a,l s&uilgg_ ____gl9g9q5_

DETERMINATION OF I'NF[,'NDED ACTUARI.AL ACCRUED LIABILITY (UAAI,)
l. AAL (AO
2. Current Assets (Table 1, E6)

3. UAAL (B1-B2)

DETERMINATION OF SUPPLEMENTAL CONTRIBUTION RATE
L Present Value of Future Payrolls Through

the Amortization Date of July 1,2031

2. Supplemental Contribution Rate @3/C1)

MILLIMAN USA
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A.

B.

State Employees Retirement Fund

Changes ln llnfunded Actuarial Accrued Liability (UAAL)
(dollars in thousands)

. YEARENDING JUNE 30,2OOI

UAAL AT BEGINNING OF YEAR

CHANGE DUE TO INTEREST REQUIREMENTS
A}ID CTJRRENT RATE OF FUNDING

1. Normal Cost and Expenses

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

4. Total (Bl+82+83)

E)eECTED UAAL AT END OF YEAR (A+B4)

TNCREASE (DECREASE) DIJE TO ACTUARIAL LOSSES (GAINS)

BECAUSE OF EXPERIENCE DEVIATIONS FROM E)EECTED

l. Salarylncreases
2. Investrnent Return
3. MPRIFMonality
4. Mortality of Other Benefit Recipients

5. Other Items

6. Total

UAAL AT EI{D OF YEAR BEFORE PLA}.[ AI\{ENDMENTS
AI.{D CHANGES IN ACTUARIAL ASSI.'MPTION (C+D6)

CHANGE IN I,JNFI.JNDED ACTUARIAL ACCRUED LIABILITY
DUE TO CTIANGE IN ACTUARIAL METHODS

CI{ANGE IN UNFUNDED ACTUARIAL ACCRUED LIABILITY
DI'E TO RECOGMTION OF I.JNCLASSIMD PLA}{ CONTINGENT LIABILITY

UAAL AT END OF LEAR (E+F+G)

TABLE 10

(s638,462)

s169,581
(147,726)
(53,340)

($31,485)

($669,947)

($108,969)
(29,406)
(3,676)

(l 12)

13,977

($128,186)

($798,133)

0

4,653

_ (s793.480)

C.

D.

E.

F.

G.

H.

MILLIMAN USA
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State Employees Retirement Fund

Determi nation Of Contri bution Sufficiency
(dollars in thousands)

JI,LY 1,2001

TABLE 1T

Dollar
Amount

A. STATI,MORY CONTRIBUTIONS - CHAPTER 352

l. Employee Contributions
2. Employer Contributions

3. Total

Percent of
Payroll

4.00o/o

4.00o/o

$78,712
78,712

8.@o/o ___J!!1_g_

B. REQLJIRED CONTRTBUTIONS - CHAPTER 356

1. Normal Cost
a. Retirement Benefits
b. Disability Benefits
c. Survivors
d. Deferred Retirement Benefis
e. Refunds Due to Death or Withdrawal

f. Total

2. Supplemental Contribution Amortization
by July 1,2031of UAAL

3. Allowance forExpenses

4. Total 6.79o/o

c. coNTRrBLmroN srrFFrcIENCY (DEFTCTENCY) [A3-B4] t.zt%

Note: Projected Annr:al Payroll for Fiscal Year Beginning on JULY l, 2001 is $1,967,814.

6.52o/o

0.460/o

0.25o/o

098%
0.55o/o

$128,360
9,129
4,957

19,249
10,807

s172,402

(42,702)

3,936

____1131636_

$23,788

8.76%

-2.17o/o

0.20%

MILLIMAN USA
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TABLE 12

State Employees Retirement Fund

summary of Actuarial Assumptions and Methods

Interest: Pre-Retirement 8'5o/opet anDtrm

Post-Retirement: 8.5%o Pet annum

BeneJit Increasg Payment of earnings on retired reserues in excess of 6%o accounted

Aftei RAirenunt: for by 6% post-retirement assgmptions.

Salary fncreases: Reported salary for prior fiscal year, with new hires annualize4 in-

creased to current fiscal year and aongally for each futgre year

according to the uttimate rate table on pages 21 and 22. During a

lO-year select perio4 0.2%x ( l0 - T ) where T is completed years

of service is added to the ultimate rate'

Mortality: Pre-Retirement:
Male - 1983 Group Annuity Mortaliry Table for males

setback five Years.
Female - 1983 Group Annuity Mortality Table for females

set back two Years.

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

setback one Yeil.
Female - 1983 Group Annuity Mortality Table for females

setback one Year-

Post-DisabilitY:
Male - 1965 RRB rates through age 54' For ages 55 to

64, graded rates between 1965 RRB rates and the

Post-Retirement mortality table. For ages 65 and

later, the Post-Retirement mortality table.

Female - 1965 RRB rates through age 54' For ages 55 to

64, graded rates between 1965 RRB rates and the

Post-Retirement mortality table. For ages 65 and

later, the Post-Retirement mortality table.

MILLIMAN USA
Page 17



TABLE 12
(Continued)

RetirementAge: Gmded rates beginning atage 55 as shown in rate table. Members

who have attained the highest assumed retirement age will retire
in one year.

Separation: Select and ultimate rates based on recent plan experience.

Ultimate rates after the third year are shown in rate table.

Select rates are as follows:

First Year Second Year Third Year

Males 0.40 0.10 0.055

Females 0.4 0.ll 0.07

Disability: Rates as shonar in rate table.

Allowancefor Combined Liabilities for active and deferred vested participants are

Serrice Annuity: increased by 1.0% to account for the effect of some participants
having etigibility for a Combined Service Annuity.

Eryenses: Prior year administration expenses expressed as a percentage of
prior year payroll.

Return of All employees withdrawing after becoming eligible for a
Contribufions: defemed benefit take the larger of their contributions accumu-

lated with interest or the value of their deferred benefit.

Family Composition: 85% of Members are assumed to be married. Female is three
years younger than male.

Social Securily: N/A

Special Consideration: Married Members assumed to elect subsidized joint and

survivor fomr of annuity as follows:

Males - 25o/o elect 50% J&S option
45Yo electl00% J&S option

Females - l0%elect50o/o J&S option
l0Yo eler;t 100% J&S option

MILLIMAN USA
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TABLE 12
(Contirued)

Actuarial Cost Method: Entry Age Normal Actuarial Cost Method with normal costs

.*pr"rr"d as a level percentage of eamings. under this metho4

Actqariat Gains (Losses) reduce (increase) the Unfirnded Actuarial

Accrued LiabilitY.

Asset Valuation Method: Market Value less a percentage of the Unrecognized Asset Refiun

determined at the close of each of the four preceding fiscal years.

Umecognized Asset Return is the difference between actual net

rehm on Market Value of Assets and the asset retum expected

during the fiscal year (based on the assumed interest rate

employed inthe July I Actuarial valuation of the fiscal yeaf).

Transition rules apply between July 1, 2000 and July 1, 2003,

whenthe method is fullY in effect'

paymcnt on the A level percentage of payroll each year to the stanrtory amortization

IlifundedActuarial date asslning payroll increases of 5o/o per annum- If there is a

Aicrued Liabitity: negative Unfiurded Actuarial Accrued Liability, the surplus

amount shall be amonized over 30 years as a level percentage of
payroll.

MILLIMAN USA
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State Employees Retirement Fund

Summary of Actuarial Assumptions and Mahods

Separation Expressed as Number of Occurrences Per 10,000:

Pre-Retirement

Death Withdrawal

Retirement

Disability Rule of 90

Table 12

(Continucd)

0 6.75%

0 6.70%
0 6.65%
0 6.60%
0 6.55%

0 6.s0%

0 6.45%
0 6.40%
0 6.3s%

0 6.30%

0 6.25%
0 6.20%
0 6.t5%
0 6.10%
0 6.0s%

0 6.00%
0 5.95%
0 5.90%
0 s.85%
0 5.80Yo

0 s.7s%
0 5.70%
0 s.65%
0 s.60%
0 5.55%

AE Male Female Male Fernale Male Female Eligible Other Increases

20

2L

22

23

24

25

26

27

28

29

30

3l
32

33

34

2 560 632

2 530 616

2 500 600

2 470 584

2 440 568

2 410 552

2 380 536

3 3s0 520

3 340 504

3 330 488

3 320 472

3 310 456

3 300 M0
4 290 424

4 280 408

642703925
64260376s
752503606
752403506
8s2303406

35

36

37

38

39

40

4l
A)

43

44

962203307t2
962t0320714

10 7 200 310 8 16

10 7 194 308 8 18

ll 8 188 306 8 2r

MILLIMAN USA
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State Employees Retirement Fund

Summary of Actuarial Assumptions and Mahods

Separation Expressed as Number of Occurrences Per 10,000:

Table 12

(Continucd)

Sdary

Ase Male Female Male Female Male Female .Eligible Other Increases

Pre-Retirement

Death

45128
46149
47 15 l0
48 17 11

49 t9 12

50 22 14

51 25 15

52 28 16

s3 31 18

s4 35 19

65 92 58

66 101 64

67 lll 7l
68 1,24 78

69 139 87

Withdrawal

182 304 9

t76 302 9

170 300 10

166 298 13

162 296 16

158 294 t9
154 292 22

150 290 25

146 278 29

t42 266 32

138 254
t34 2A
130 230

87 153

43 77

Retirement

Disability Rule of 90

23

26

28

290
31 0

330
350
360
370
390
41 2,000

43 2,000

M 2,000

48 2,000

52 2,000

56 2,500

61 3,000

66 4,500

75 3,500

90 3,500

0 5,000

0 3,500

0 3,500

0 3,500

0 3,500

0 s.50%
0 s.45%
0 5.40%
0 5.35%
0 5.30%

0 5.25%
0 5.20%
0 5.15%
0 5.r0%
0 5.05%

200 5.00%
200 5.00%
200 5.00%
200 5.00o/o

400 5.00%

800 5.00%
t,200 5.00%
2,t00 5.00%
1,500 5.00%
2,500 5..00%

5,000 5.00%

3,500 5.00%
3,500 5.000/o

3,500 5.00%
3,500 5.00%

0

0

0

39

43

48

52

57

6t
66

7l
77

84

55

56

57

58

59

60

61

62

63

64

057
062
068
075
090
00
00
00
00
00
00
00

34

38

42

47

52

70 156 97

7t t76 109

35

39

42

47

52

21

23

25

28

3l

0 3,500 3,500 5.00%

0 10,000 10,000 5.00%
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TABLE 13

State EmploYees Retirement Fund

Summary of Plan Provisions

GEI\ERAL

Eligibility: State employees, non-acadernic staffofthe Universlty of
Minnesota and employees of certain Metro level goveromental

units, unless excluded bY law.

Contributions:

Member: 4.00% of salarY.

Employer: 4.00% of salary.

Allowablc Sen'ice: Service during which Member contributions were made. May also

include certain leaves of absence, military service and periods

while temporary Worket's Compensation is paid. Excludes lnmp
sum vacation PaY at termination.

Salary: Includes wages, allowances and fees. Excludes ltrmpsum
payments at separation, employer contibutions to deferred

compensation and tax-sheltered annuity plans and benevolent
vacation and sick leave donation programs.

Average Salary: Average of the five highest successive years (60 zuccessive

months) of salary. Average Salary is based on all Allowable
Service if less than five Years.

RETIREMENT

Normal Retiremcnt B eneJit:

Eligibility: First hired before July 1' 1989:

Age 55 and three years of Allowable Service. Proportionate
Retirement Annuity is available atage 65 and one year of
Allowable Service.

MILLIMAN USA
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Amount:

E arly Retirement B enelit'

EligibilitY:

Amount

TABLE 13
(Cotttirued)

First hired after June 30, 1989:

The greater of age 65 or the age eligible for fulI Social Secgrity

retirement benefits (but not higher than age 66) and three years of
Allowable Service. Proportionate Retirement funuity is available

at normal retirement age and one year of Allowable Service.

l.7o/o of Averuge Salary for each year of Allowable Service.

First hired before JulY 1' 1989:

Age 55 andthree years of Allowable Service'

Any age with 30 years of Allowable Service.

Rule of 90: Age plus Allowable Service totals 90'

First hired after June 30, 1989:

Age 55 with tbree years of Allowable Service.

First hired before JuIY 1, 1989:

The greater of
l.2Yo of Average Salary for each of the first l0 years of
Allowable Service and l.7o/o of Average Salary for each

subsequent year with reduction of 0.25Yo for each month the

Member is wrder age 65 at time of retirement or 4ge 62 if 30

years of Allowable Service. No reduction if age plus years

of Allowable Service totals 90;
OR

1.7%o of Average Sdary for each year of Allowable Service

assuming augmentation to age 65 at3%o per year and

actuarial reduction for each month the Member is under age

65.

First hired after June 30, 1989:

1.7%o of Average Salary for each year of Allowable Service

assuming augmentation to the age eligible for full Social

Sectrrity retirement benefit (but not higher than age 66) at3%o

per year and actuarial reduction for each month the Member is

under the Social Sectrity retirement age (but not higher than

age 66).

MILLIMAN USA
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Form of Payment:

Benefit Increases:

DISABILITY

DisabilitY Benetit:

EligibilitY:

TABLE 13
(Contirud)

Life annuity with return on death of any balance of
contributions over aggregate montbly palme,lrts. Actr:arially

equivalent options are:

Sff/o or 100% joint and survivor with bouncc back feature

without additional reduction. 15 year certain and life
thereafter.

Benefits may be increased each January I depending on the

investnent performance of the Minnesota Post Retirement

Inveshent Fund (MPRIF). A benefit recipient who has been

receiving a benefit for at least 12 full months as of June 30 will
receive i t tt iocr"ase. Benefit recipients receiving benefits for

at least one full month btrt less than 12 fuIl months will receive

a partial increase.

Members retired under laws in effect before July l, 1973

receive an additional lumpsum palment each year. In 1989,

this lump-sum payrnent is the greater of $25 times each fuIl
year of Altowable Service or $400 per full year of service less

any Social Secuity benefits received or annuity from a

Minnesota public employee pension plan. In each following
year, the lumpstrm paynent will increase by the same

percentage increase that is applied to regular annuities paid

from MPRIF. Effective January 1,2002, annual lump sum

payment is divided by 12 and paid as a monthly life annuity in

the annuity form elected.

Total and permanent disability before normal retirement age

with three years of Allowable Service.

Normal Retirement Benefit based on Allowable Service and

Average Salary at disability without reduction for
coulmencement before normal retirement age.

Amount:

MILLIMAN USA
Page 24



TABLE 13
(Contirue;d)

If a Member became disabted prior to July l, 1997 but was not

eligible to commence their benefit before July l, 1997,at
actuadal increase shall be mdde for the change in the post-

retirement interest rates from SYolo 6%u

Paynents stop if disability ceases or death occurs. Payments

revert to a retireme,lrt annuity at norrral retirement age.

Benefits may be reduced on resumption of partial employment.

Form of Paynent: Same as for retirement'

Benefit Increases: Same as for retirement'

Retirement After D is abililY :

Etigibility: Nomral retirement age with continued disability.

Amount: Any optional annuity continues. Otherwise, a normal

retirement benefit equal to the disability benefit paid before

ffi*:"**ent 
age, or an actuarially equivalent optional

Benefit Increases: Same as for retirement.

DEATH

S urt iving Spo us e Optional BeneJil:

Eligibility: Member or former Member who dies before retirement or

disability benefits commence with three years of Allowable
Service. If a fonner Member dies before age 55 and has less than

30 years of Allowable Service, benefits commence when the

former Member would have been age 55. If an active Member

dies, benefits may commence immediately, regardless of age-

MILLIMAN USA
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Amount:

Benefit Increases:

S untiving Dependent Children's B eneftt:

Eligibility:

Amounts:

R efun d of C o ntr ib utio ns :

Eligibility:

TABLE 13
(Continued)

Surviving spouse receives the 100% joint and survivor benefit

the Member could have elected ifterminated. If commencement

is prior to age 55, the appropriate early retirement formula

described above appties except that one-half the monthly reduction

factor is used from age 55 to the commence,rtent age and the Rule

of 90 does not apply. In lieu of this benefit, the surviving qpouse

may elect a refirnd of contributions with interest or an actuarially

equivalent term certain annuitY.

If a Member becarne deceased prior to July l, 1997 and the

beneficiary was not eligibte to commence their survivor benefit

before July 1, Lgg7, an actuarial increase shall be made for the

change in the post-retirement interest rates from SYoto 6Yu

Same as for retirement

If no surviving spouse, a1l dependent children (biological or

adopted) below age20 who are dependent for more than half of
their support on deceased Member.

Actuarially equivalent to surviving spouse 100% joint and

survivor annuity payable to the later of age 20 or five years'

The amount is to be proportionally divided among surviving

children.

If a Member became deceased prior to July 1, 1997 and the

beneficiary was not eligible to cornmence their survivor benefit

before July 1, lgg7, an actuarial increase shall be made for the

change in the post-retirement interest rates from 5%oto 60/o'

Active employee dies and survivor benefits are not payable, or

a former employee dies before annuity begins, or a former

employee who is not entitled to an annuity dies.
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Amount:

EligibilitY:

Amount:

TERMINATION

Refund of C o ntr ib utio n s :

Eligibility:

Amount:

Deferred Benelit:

Eligibility:

Amount:

TABLE 13
(Continued)

The Member's contributions with 5oZ interest if death occured

before May 16, 1989, and 60/o interest if death occurred on or

after May 16, 1989.

Retired or disabled annuitant who did not select an optional

annuity dies, or the remaining recipient of an option dies.

The excess of the Member's contributions over dl benefits paid.

Terrrination of state service.

Member's contibutions with 5% interest compotrnded annually

if termination occrured before May 16, 1989 and 6%o interest

compounded annually if termination occurred on or after

May 16, 1989. A deferred annuity may be elected in lieu of a
refi:nd.

Three years of Allowable Service.

Benefit computed r:nder law in effect at termination and

increased by the following annual percentage: 0% before
7lll7l;5% from 7ll/71to l/ll8l; and3Yo thereafter until
January I of the year following attainment of age 55 arrd5o/o

thereafter trntil the annuity begins. Amount is payable as a

normal or early retirement.

If a Member terminated employment prior to July 1, 1997 but
was not eligibte to commence their pension before July l, 1997,
an acttrarial increase shall be made for the change in the post-

retirement interest rates from 5%oto 60/o.
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TABLE 13
(Continuel)

SIGMFICA}IT CHANGES

No significant changes in plan provisions were recogDized for this valuation.
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TABLE 14

State Employees Retirement Fund

SCHEDULE OF FUNDING PROGRESS
(dollars ln thousands)

Actuarle!
Veluetlon Datc

07tollt99t
- oTtuTltei---

07tovt993- dnrorilii;q -

l,{oqln
2,613,472

3,975,932
4,664,519
5,390,526

Acluerhl
Accrued Llcblllty

(AAL)

6,105,703

tJ9_3_

Unfunded
AAL

(UAAL)

579,292

7 t8,516

(144,977
(385,361

79.gl%o

8t-41%',:
9t.2t%

l03.2lo/o
lOT.loo/o
109.23o/o

tto.46%

Acturl
Covcred Pryroll
(Prevlous FY)

wo,g6a
_r,{uqI

lf5_7,qq_0-
1,649,469

07t0vt995
oitotiiggo-- oilothg
07t0v1998
07tovt999
07t0v2000
oiio:rlloini --

-30.58%'-36.34o/o

-43.260/o

\Js
0a(\
tv
\o

_2,993,603
_31?t?9j_

- 3;61'P?
3,97q,594

t0_37,u1
4.s19.542
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4L2sr"
3632%
44.39o/o

io.isV"
iz.ojit

.riy,

.2i,%
74o/o

Acluerlrl
Valuc of Assets

Funded
Rello

UAAL ss 9/o of
Covered Peyroll

(B-A)/(C)

511,827 83.62%
2,905,579 657,914 81.54o/o 1,482,005

3,158,068 1,536,9781 46.
3,462,099 3,795,926 333,828 1,514,177 | 22.0

r,ioo,t6s I i.tI I1,441 97.27o/o

-9.1

--- -2U5.005.165
s869,62?_

____6_J7!,t!_s_
7.366.673

_ _ __qtq49?
(793,48(



State Employees Retirement Fund

SCHEDULE OF EMPLOYER CONTRIBUTIONS
(dollars ln thousands)

Actual
Member

Contrlbutlons

1.568.747

-_t'Js-Zrq1,649,469

szg86l - --- -to:.:zlrS

__ sii!41- --rn,tz*"1
i8,e82l- -- nM
6o;r4i l-- -- trsz"til- or,roil - --si.:It"A

- os,Sszl --ioiso/"]

-- 
---qqlqq[- -- 

llilrx]
_ 62,3tsl _ _t2e.3s:(el

65,979I r 64.69%l
f -- - og,tnl - --- tiq.zo;hl
L_ j1,!oi:l 

_ __ __jiq,4y:j

Acturl
Employer

Contrlbutloni

TABLE 15

Percentrge
Contrlbuted

Yerr Ended
June 30

_129_l

___r2_e?

r?e!

8.17%
7.86%
8.27%

-s21l1v9.t5%
8.05%
7.21o/o

7.13%

6.48%

l9eq. _
t999

\
A(\
s

6.t2%
2001----Tooz- - 7,12o/o *** 1,934,042

6.79%

* Includes contributions from other sources (if applicable).

*** Actuarially Required Contribution Rate prior to change in Actuarial Assumptions and Asset Valuation Method is 5.72%o

Actuarlally
Requlrcd

Contrlbutlon Rrte

t/82,005

_1,514,177
1,560,369

56,895

59,132
a,sii

62,901 !8,!7-Q
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1,370,964 55,1 l3
1,409,108 58,478 52,278

1993 63.430
74,697

61.627 76,920
1996

- rigl
62.103

63

1,733,054 l-0,37-9 35,695

Actual
Covcred
Payroll



TABLE T5

State Employees Retirement Fund

M ititary Affairs Calculation

Section 352.g5 of chapter 352 of Minnesota Statutes provides that certain military affairs personnel

may retire, with an unreduced benefit, atage6Q. In addition' they may ryc9ive disability benefits

upon being fognd disqualified for retention in active military duty. To firnd these special benefits,

employees and employer contribute an e>(tra 1'6% of payroll'

To recognize the effect of the unreduced early retirementbenefit available atage 60, we have

assumed that all military atrairs personnel will retire atage 60 or, if over age 60, one year from the

valuation date.

The results of otr calculations are as follows:

l. Nunrber of Active Members

2. Projected Affilral Earnings

3. Normal Cost

a. Dollar Amount

b. Percent of PaYroll

Ĵ

$109,126

$ 11,943

10.94o/o
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TABLE 17

State EmploYees Retirement Fund

Pilots Calculation

Section 3sz.g6of chapter 352 of Minnesota Stahrtes provides that certain transportation departrrent

fitoO may retire, withan unreduced benefit, at age 62. lnaddition, they may receive disability

benefits upon being found disqualified for retention as pilots. To fund these special benefits,

employees and employer contribute an e)ftra l'6% of payroll'

To recognize the effect of the r:oreduced early retirement benefit available atage 62, we have

*r,*rrJ thut all pilots will retire at age 62 ot, if over age 62, one year from the valuation date'

The results of otu calculations are as follows:

1. Number of Active Members

2. Projected Annual Eamings

3. Norrral Cost

a. Dollar Amount

b. Percent of PaYroll

5

$368,271

$ 45,108

12.25%
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TABLE TE

State EmploYees Retirement Fund

Fire Marshals Calculation

Section 352.g7 of chapter 352 of Minnesota Stattrtes provides tbat deputy state fire marshals may

retire, with an unreduced benefit with respect to service after July 1,1999, at age 55' Credited

service after J,ly l,lggg accrues retiremlnt benefits at arate of 2.0%per year and disability benefits

are based on a minimum of l5 years of service (20 years if dufy related). To firnd these special

benefits, employees contibute an e)ftra 2.78o/oof payroU and employers contribute an e:<ta 4'20%o of

payroll.

To recogni zptheeffect of the unreduced early retirement benefit available at age 55, we have

assumed ttrat all fire marshals will retire in accordance with the retirement assumptions which apply

to the members of the Correctional Employees Retirement Fund'

The results of onr calculations are as follows:

1. Number of Active Members

2. Projected futnual Eamings

3. Normal Cost for Post'7lll99 Benefits

a. Dollar Amount

b. Percent of PaYroll

l1

$557,899

$ 51,597

9.25o/o
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TABLE 19

State EmPtoYees Retirement Fund

lJ n c I ass ifi ed P I a n C o nti n g ent Li a bi I ity C al c u I ati o n

section 352D.O2of chapter 352D of Minnesota statutes provides that employees credited witlt

employee shares in the gnclassified program may elect to terminate participation in the unclassified

plan and be covered by the regular plan prior to termination of covered emplolment.

To recognize ttre effect of the option to elect coverage under the regular plan, we have assumed that

aU eligifile Unclassified plan members witl elect coverage under the regular plan if such election

proriies the member with a greater economic present value than the accumulated contribution

L"l*". under the r:nclassified plan. The liabilities wene measured using the actuarial assumptions

which are applied to the State Employees Retirement Fund.

The results of our calculations are as follows:

1.

2.

Number of Active Members

Account Balances for Active Members

Accrued Liability for Active Members

Number of Inactive Members

Account Balances for Inactive Members

Net Assets held in tnrst for Unclassified Plan pension benefits

Contingent Liability (3) + (5) - (6)l

Projected Amual Earnings for Active Members

Normal Cost

a. Dollar Amount

b. Percent of PaYroll

2,011

s155,062,177

$164,448,558

1,45

$94,465,430

s254,261,354

$4,652,634

$114,360,617

$ 12,909,521

11.29%

J.

4.

5.

6.

7.

8.

9.
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@ Mirli.m,:ny,:,1

Legislative Commission on
Pensions and Retirement

55 State Office Building
St. Paul, Minnesota 55155

RE: State Patrol Retirement Fund

Commission Members:

Pursuant to the terms of our Actuarial Services Contract, we have performed an actuarial
valuation of the Fund as of July 1,2001.

The results of our calculations are set forth in the following report, as are the actuarial
assumptions upon which our calculations have been made. We have relied on the basic
employee data and asset figures as submitted by the Minnesota State Retirement System.

On the basis of the foregoing, we hereby certify that, to the best of our knowledge and belief, this
report is complete and accurate and has been prepared in accordance with the requirements of
Section 356.215, Minnesota Statutes, and the requirements of the Standards for Actuarial Work,
adopted by the Commission.

We, Thomas K. Custis and William V. Hogan, are actuaries for Milliman USA. We are
members of the American Academy of Actuaries and meet the Qualification Standards of the
American Academy of Actuaries to render the actuarial opinion contained herein.

Respectfully submitted,

Milliman U S A

fr----.(d--,'
Thomas K. Custis, F.S.A., M.A.A.A.
Consulting Actuary

A MILLIMAN GLOBAL FIRM

(u) uLl*,*-,- v .4-L\<u-
William V. Hogan, F.S.A., M.7,.a.e.
Consulting Actuary

TKC/WVH/bh

15800 Bluemound Road, Suite 400
Brookfield, Wl 53005-6069
tot +1 262 744.2250

Fax +1 262 784.7287

www.milliman,com

December 7,2001

OFFICES IN PRINCIPAL CITlES WORLDWIOE
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State Patrol Retirement Fund

Report Highlights
(dollars in thousands)

07t0U200/.].

Valuation
07t0v2@t
Valuation

CONTRIBUTIONS (Table I 1)

l. Statutory Contibutions - Chapter 3528
% of Payroll

2. Required Contributions - Chapter 356
%o ofPayroll

3. Sufficienry @eficiency): (A.1. - A.2.)

FI.JNDING RATIOS
l. Accnred Benefit fglrting Ratio

a. Current Assets (Table 1)

b. Current Benefit Obligations (Table 8)
c. Funding Ratio: (aA)

Accrued Liability Funding Ratio
a. Current Assets (Table l)
b. Actuarial Accnred Liability (Table 9)
c. Funding Ratio: (alb)

Projected Benefit Funding Ratio (Table 8)
a. Current and Expected Future Assets
b. Current and Expected Future Benefit Obligations
c. Funding Ratio: (a/b)

PLAI.I PARTICIPAI.ITS
1. Active Members

Number (Table 3)
Projected Annud Eamings
Average Annual Earnings (Projected $)
Average Age
Average Service

2. Others
a. Service Retirements (Table 4)
b. Survivors (Table 5)

Disability Retirements (Table 6)
Deferred Retirernents (Table 7)
Terminated Other Non-vested (Table 7)
Total

21.00%

1,5.48o/o

2l.Wo

14.00%

B.

5.52%

$528,573
$A44,592
I18.89olo

$528,573
$459,394
115.3t%

$634,71I
$581,418
109.17%

830
$51,980
$62,626

40.8
t2.9

7.00%

$572,815
v76,072
120.32o/o

$572,815
$489,483
t17.02%

$678,931
$611,884
110.96%

823
$51,574
s62,665

40.8
12.6

C.

a.

b.

c.

d.

e.

))o
1,&
25

25

l0

531
157

22
24
l0

c.

d.

e.

f. 74 780
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State Patrol Retirement Fund

Commentary

Purpose 
.,or,,^fi^a ia rn dafer afirs of the Plan. In order to achieve

The purpose of this valuation is to determine the financial st

this purpose, an actuatial valuation is made atthe beginning of each fiscal year as required by

Section 356.215 of Minnesota Staturcs'

Report llighlight
The financial status of the plan can be measred by three different firnding ratios:

r The Accrued Benefit Fuding Ratio is a measure of current funding status an4 when

viewed overaperiod of years, presents a view of the firnding progesl. It is based upon

benefits which have been earned by service to the valuation date. This year's ratio is

120.32%. The corresponding ratio for the prior year was 118'89%'

r The Accrued Liability Funding Ratio is also ameasure of firnding status and firnding

progress. It is based on the actuariat cost method that has historically been used by the

State. For200l theratio isltl.,A%,whichisanincreasefromthe2000valueof 115'31%'

r The projected Benefit Fgnding Ratio is a measure of the adequacy or deficiency in the

contribution level. Ttris year'i ratio of 110.96% verifies that the current stattrtory

contributions are suffi cient'

Asset Infortnation (Tablcs I and 2)

Effective with the July 1, 2000 vah:ation of the frrnd" Minnesota Statutes require that the asset

value,sed for actgarial purposes spread differences between actual retum (measured on a

.rrk"t-.,rulu" basis) and exiected ritt[n on non-MPRIF assets over five years, in a manner

similar to that ar*ay U"i"i nsed within the MPNF. The previous-method required Yoqtt .

Miruresota StattrtesilcogrLa one third of the unrealized gains and losses- -An 
Asset Valnation

Method requirement exiits because market values (which include all trnrealized gains and

forr"O ,r" 
^typi.aty 

volatile and can p:oduce erratic changes in the contribution requirements

from year to year. 
'fire 

intent of the 
"h*g" 

tothecurrelrt method is to employ a more effective

asset smoothing technique which is marklt-value based and which eliminates artificial bias

related to manager rlyG. The effective date of this requirement is July 1, 2000 with full

transition to be accomplished as of July l, 2003'

The calculation of the Actuarial Value of Assets is shown in Table 1 on lines E.l to 8.4.

Actuariat Value of Assets is detennined as:

Market Value of Assets at June 30, 2001, Iess

80% of the current year Unrec oguzedAsset Return at July I , 2001 (the difference

between acnral net retum on Market Value of Assets between 06/30/2000 and

MILLIMAN USA
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06130/200l and the asset refirrn expected during that period based on the assumed

interest rate employed in the July l, 2000 Actuarial Vah.ration); Iess

60% of the current year Unreco g1lrAAsset Return at July l, 2000 (the difference

benreen actual net retum on Market Value of Assets betu,een 06130199 and 06/30/2000

and the asset refilln expected during that period based on the assumed interest rate

employed in the July l, 1999 Actuarial Valuation); Iess

30% ofthe Unrecognized Asset Return at July l, 1999 (the difference between Market

Value of Assets on 06/30t99 and the Actnarial Value of Assets used in the July l, L999

Acalarial Valuation).

The term..Actrarial Value of Assets" is used to indicate that the value was determined for use

in this actuarial valuation. Since Minnesota Statutes refer to this value as "Curent Assets," the

latter phrase witl be trsed in the remainder of this report'

This plan participates in the Minnesota Post Retirement lnveshent Fund (i.e., I!PRIF). After

the MpRIi liability has been calculated for each participating Plaq the State Board of
Investnents, (i.e., 

-Snt;, 
will determine each Plan's portion of the excess eamings for the

Jangary benetit increase as well as the Plan's allocated market share of MPRIF.

Actuarial Balance Sheet (Table 8)

An actuarial balance sheet provides a method for evaluating current and funlre levels of firnding.

The C,rrent Benefit Obligation used to measure curent funding levels is calculated as follows:

! For Active Members - Salary and service are projected to retirement to determine benefirc

for each *"ilE", *d the ratio of credited service to total service establishes the portion of
the projected benefit to be used in calculating the cturent fi:nding level.

r For Non-Active Members - The discotrnted value of benefits, including augmentation in

cases where benefits have not commenced.

GASB Disclosure

Disclosure of the Current Benefit Obligation amounts used to be required by StatementNo. 5 of
the Governme,lrtal Accolrnting Standards Board (GASB). However, StatementNo. 5 has been

superceded by Statement No. 25. Tables 14 and 15 of this report are included to fulfill the

requirements of Statement No. 25.

Actuarial Cost Method (Table 9)

The approach used by the State of Minnesota to determine contribution sufficiency is the EntY

Age Normal Acttrarial Cost Method. The primary characteristic of this method is that it
allocates costs as a level percentage of payroll.

MILLIMAN USA
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A comparison of this actgarial method Cfable 9) to the actuarial balance sheet (Table 8) illustrates

ttre trvo tecbniques for altocating liabilities of active Members to past and frnre. As noted in the
jrior r.rtior, tt 

" 
balance sheet allocates benefits and conesponding liabilities, on the basis of

service. The method used in Table 9 allocates liabilities so that the cost each year will be a

constant percentage of payroll. Both approaches, howevet, calculate the value of all furure benefie

the sarne way lseJ tine f of Table 8 and line 46, column l, of Table 9).

An UDfirnded Actuarial Accrued Liability is computed under the Entry Age Normal Actuarial Cost

Vf.tnoaUv comparing the liabilities allocated to pas sgrvice (Actuarial Accrued Liability) to the 
.,

C,r,,"nt .A,rr"t . 
-ThiJamount, 

line B3, is funded-over the remaining years to the amortization date by

a series of pa;ments that remain a constant percentage of payroll each year'

Source of Actuariat Gains and Losses (Table l0)

The asstrmptions used in making the calculations using th9 Entry Age No:mal Actuarial Cost

Method are based on long-terrrlxpectations. Each yearthe actual experience will deviate from

the long-tenn expectatiois. For a ieaited analysis of the major comPonents, refer to Table 10-

Contribution S affrciency (Table I I )
This report determines the adequacy of Statutory Contributions by comparing the Statutory

Contributions to the Required Contributions.

The Required Contributions, set forth in Chapter 356, consist of:

I Norrral costs based on the Entry Age Normat Actuarial Cost Method'

r A Supplemental Contibution for amortizing any Unfirnded Acttrarial Accrued Liability.

r An Allowance for ExPenses.

Table 1l shows the plan has a contribution sufficiency since the Stanrtory Contribution Rate is

2l.O}%compared to the Required Contribution Rate of 14.00o/o.

Changes in ActuarialAssumptions and Methods

All actuarial assurnptions and methods listed in Table 12 uethe same as those used in the prior

valuation.

Changes in Plan Provisions

Effective with this July l, 2000 valuation, the foltowing plan provision has been amended:

r Effective January l,z}O2,the additional lump sum benefits ttrat are paid to pre-l973
retirees will be paid as monthly instalfunents to the retirees.

All other plan provisions are the same as those used in the prior actuarial valuation of the Fund.

MILLIMAN USA
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State Patrol Retirement Fund

Statement of Plan IVef Assefs
(dollars in thousands)

TABLE 1

Market Value Cost Value

JULY 1,,2OOI

A. ASSETS INTRUST
1. Casb" Equivalents, Short-term Securities
2. Fixed Income
3. Equity
4. Real Estate

5. Equity in MPRIF
6. Other

Subtotal

B. ASSETSRECEIVABLE

C. LIABILITIES

D. NET ASSETS IIELD IN TRUST FOR PENSION BENEFITS
1. MPRIF Reserves

2. Member Reserves

3. Other Non-MPRIF Reserves

4- Total Assets Available for Benefits

94,493
59,717

174,699
9,43

303,600
0

94,493
60,420

188,618

7,910
303,600

0

s551,952

324

303,600
37,145

208,422

_____ss!9xt

(3,109) (3,109)

$565,041

324

303,600
37,1,45

22l,5ll
___ss622s6

E. DETERMINAfiON OF ACTUARIAL VALUE OF ASSETS

l. Market Value of Assets Available for Benefits @4)
2. Uwecogrved Asset Returns (UAR)

a. June 30,2001
b. June 30,2000
c. June 30, 1999

3. UAR Adjustment: .80 * @2.a) + .60 * (82.b) + .30 * (Ez.c)

4. Actuarial Value of Assets (81 - E3)
(Same as "Cu:rent Asse8")

$549,167

($43,283)
5,030

26,535
(23,@8)
572,815

MILLIMAN USA
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State Patrol Retirement Fund

Statement of Change ln Plan fVef Assefs
(dollars in thousands)

WAR E}.TDING JIINE 30, 2OOI

Non-MPRIF
Assets

MPRIF
Reserve

TABLE 2

Market
Value

B.

ASSETS AVAILABLE AT BEGINNING
OF PERIOD

ADDITIONS

Member Contributions
Employer Contributions
Contributions From Other Sources

MPRIF Income
Net Investrnent Income
a Interest and DMdends
b. Net Realized Crain (Loss)
c. Net Change in Unrealized Gain (Loss)

d. InvestnentExpenses
e. Net Subtotal

6. Other

7. TotalAdditions

OPERATING EXPENSES

1. Service Retirements
2. Disability Benefib
3. Survivor Benefits
4. Refunds
5. Administrative Expenses

6. Other

7. Total Disbr:rsements

OTHER CHANGES IN RESERVES
1. furnuities Awarded
2. Mortality GainlLoss

3. Total Other Changes

ASSETS AVAILABLE AT END
OF PERIOD

$283,465

$4,145
6,166

0

0

18,741
0

(38,201)
(374)

(19,834)
I

($9,522)

$265,053 s548,518

1.

2.
J.
4.

5.

$0
0
0

40,M6

0
0

$40,M6

s4,145
6,166

0

40,46

18,741
0

(38,201)
(374)

(19,834)
1

s30,924

0
0
0
0

C.

s29,935
0
0
1

90
249

$29,734
0
0
0
0
0

$201
0
0
I

90
249

$541 s29,734 $30,275

D.

E

(24,924)
(2,91t)

24,924
2,911

0
0

F. DETERMINATION OF CURRENT YEAR I.INRECOGNIZED ASSET RETURN
1. Average Balance

(a) Non-MPRIF Assets Available at Beginning of Period

@) Non-MPRIF Assets Available at End of Period*

(c) Average Balance { [Fl.a + Fl.b - B5.e -86) I 2 \
2. Expected Retum: .085 * Fl.c
3. Actual Return
4. Current Year Unrecognized Asset Return: F3 - F2

* Before adjustmentfor MPMF mortality gain/loss

(27,835) 27,835

--$2!s567- ------$3Qi9q- _____95!2M_

283,465

248,478

275,888
23,450

(19,833)
(43,283)
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Table 3

State Patrol Retirement Fund

Active Members as of June 30.2001

Years of Service

&
0
0

0
0

0
0

13

9

2
0

' l,'','tt'':g;;,

10-14 15-19 20-24 25-295-9

0
2

24
25

l8
2

2
I

0
0

Ase <1 14
4547
25-29 l0 70

30-34 11 76

35-39 8 40

404 I 18

4549 3 l0

50-54 1. 4

55-59 0 2

60-& 0 0

65+00
:r-::':F@j:+-:*.' f,r*1.'. :("r:-;'l-:'l,.'l''.':'".v

:- "+p"p:-,i,,-...i,1q. i,, . 'w^.

0
0

16

57

40
23

r3
5

0
0

0
0

0
16

56
38

t2
0

0
0

0
0

0
0

24
u
JJ

5

0
0

0
0

0
0

0
11

39
7

I
0

Averaee Annual Earninss

Years of Service

Ase
<25

25-29

30-34
35-39

404
4549

50-54
55-59

60-64
65+

ALL

<1

31,398
32,807

32,879
36,274

45,573

52,534

69,655
0

0
0

36272

l0-14

0
0

58,383
60AL3

61,655
61,777

65,791
65,613

0
0

61,351

15-19

0
0

0
64,918

@,331
65,326

62,739
0

0
0

.64,56i'

3Gl

0
0

0
0

0
0

66,508
9,915

69,906
0

, 66,194,,

l4
46,199
48,518 58,2U

49,843 57,434
51,694 58,539

54,532 57,423
59,876 58,685

66,350 65,701,

56,020 63JA

0
0

.:::)l:-

0
0

. . :: ' l: ". ."r r:ii ."

50,$07 ',- r'.',59,169

20-24 25-29

00
00
00
00

7L,553 0
65,770 66,056

67,138 68,387
76,822 71,775

0 61,226
00

i:. .$7rf6.8,,,,' :ri, 
::6_82?0

Ae
all.

Prior Fiscal Year Earnings (in Thousands) by Years of Senice
<l 1.4 5-9 10-14 15-19 20-24 25-29 30+ 4
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Table 4

State Patrol Retirement Fund

Service Retirements as of June 30.2001

Years Retired

t0-14 15-19 20-24 25+

000
000

Ase
<50

50-54

55-59
60-&

0
0

0
0

0
54

45
l3

1

0
3

65

28

3

0
0

I
0
0

<l t4 5-9

000
11140
23 t02 5
62367
058
025

I
l0
t7

0
0
0

0
0
0

65-69
70-74

75-79
80-84
85+

: i :':^ , ' .r.'! :r .:. ? 
'a?lllrr iqr r

i;,{iii:ri,tft;;1#-

Averaee Annual Benefit

Years Retired

0
0

0
0

))
20

2

4€9
<50

50-54

55-59
60-6/,

6s-69
70-74

<l
0

38,763

48,023
22,026

0
0

75-79 0

80-84 0

85+ 0

4I&-. , 4t-?s?7,

l4
0

42,297

48,066
51,104

s7A7t
57,973

33,377
50,329

53,671
40,052

0
4328s

52,037
53,722

0
47,834

5-9 10-14 15-19 20-24 25+

0000
0000

0
0

0
0

0
0

0 4t,696 36A36
000
000

l:|*ltl:,\r;l j.:i.r :;:. .' rl' :-,:l.,i,l i .;.: 
* 

rr--: i:rir:.vd$j .'l

r *i;{ai',i,i,i a8$b,' :rr,s1,,;?7.f 1,

Total Annual Benelit (in thousands) by Years Retired

15-19

5;680
Ase
All

<l
1,663

t4 5-9 10-14

7,073 ' 4,21:0 5,125

20-24

,.:,1$28

25+
' .935',

li' i{ll',;.., "

;::'!"1f,,it:t

MILLIMAN USA
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Table 5

State Patrol Retirement Fund

Survivors as of June 30.2001

Years Since Death

10-14 15-19 20-24 25+

0001
0000
1000
2000
2t2t
3154

5-9

2
I
,)

2

4
9

0
l1
5

t4
313
02
34
02
18
24

Ag9 <1

<50

50-54

55-59
60-il
65-69
70-74

75-79 2 5

80-84 0 2

85+02

Averase Annual Benefit

Years Since Death

AE <l
<50 11,453

50-54 0

55-59 42,33t
60-64 0

65-69 34,627
70-74 3t,23L

75-79 23,793
80-84 0
85+ 0

|AiLL .:i.,,, 27,8/tr"..

l4
12,340
22424

27,742
21,987

33,900
28,682

22,824
21,972
20,7L9

|:":4.;5., .

5-9

6,729
36,990

14,701
42,416

20,@2
29,531,

0
15,482
2s268

22,491

24,395
8,157

26,549
21,607

22,335
29,088
21,785

22,647,,

41,634
43,875

0
38,872

0

,t9,913.

16,337
17,616

10-14

0
0

15-19

0
0

0
0

25+

9,522
0

0
0

20-24

0
0

0
0

61,977
4,433

38,224
27,152

0

iil!,?.#-i":,;

&
Afl

Total.A,nnual Benefit thousands Years Since Death

20-24
' :518' 4,031 .
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Table 6
State Patrol Retirement Fund

Disabilitv Retirements as of June 30.2001

Years Disabled

Age <l
<50

50-54
0
2

I
0

0
0

0
0

55-59
60-64

65-69
70-74

75-79
80-84

Average Annual Benefit

Years Disabled

Totd Annual Benelit (actud dollars) by Years Disabled

Ag9 <l 14 5-9 10-14

All L25,706 ' 961876 -: :) 249,!44 143,956

15-19 20-24

'3;4,435 ,'' 155,496
ry
85,626

AII.
-89ll;225

MILLIMAN USA

Page 10

10-14

50-54

55-59
60-6/.

34,694

56,317
0

4
0

0
0

0
0

0
0
0

2
I

3

0

0
0

0
0
0

I
0

1

I

1

0

0
0
0

0
0

0
I

0
0

0
0
0

0
0

0
I

0
I

2
0
0

0
0

0
0

0
I

2
0
0

Ase <l 14 5-9 10-14 15-19 20-24 25+ .,":irr,ltll,i;;i:r;;":

- 

!",!:-initrjr.n

<50 0 24,219 34,t93 32,L75 0 0

0 0 0 52274

0 46,480 0 0

0 4,760 16,650 0

0

0

0 42,855 34,435 32,876

0 40,980 28,72L

0 - r'

0

0
0

0

0
0

0

0
0

0

0
0

65-69
70-74

75-79
80-M



TABLE 7
State Patrol Retirement Fund

Reco nci I i ati o n Of M embers

Actives

Terminated
Deferred

Retirement
Other

Non-Vested

A. ONJLINE 30,2000

B. ADDMONS

C. DELETIONS
l. Service Retirernent
2. Disability
3. Death
4. Terminated - Deferred

5. TermiDated - Refund

6. Terminated - Other Non-Vested
7. Retumed as Active
8. Transferred to Other Fund

DATA ADruSTMENTS

Vested
Non-Vested

TOTAL ON JUNE 30,2OOI

A. ON JT.JNE 30, 2OOO

B. ADDITIONS

C. DELETIONS
l. Service Retirement
2. Death
3. Annuity Expired
4. Returned as Active

DATA ADruSTMENTS

TOTAL ON JI.'NE 30, 2OO1

24

6

830

40

l0

3

0
0
0

(2)
0
0
0
0

(36)

Q)
0

(4)
(l)
(2)
0
0

(2)

667
156

823

(4)
0
0
0
0

(1)
0
0

D.

l025E.

(1)

Recipients
Retirernent
Annuitants Disabled Survivors

22

3

531

40

til
D.

E.

0
(15)

0
0

0

0
0

0

0

0

t57

t7

0
(s)
0
0

(s)

MILLIMAN USA
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A.

B.

c.

D.

State Patrol Retirement Fund

Actuarial Balance Sheef
(dollars in thousands)

JI.JLY I,2OO1

CITRRENT ASSETS (TABLE l, E6)

E)(PECTED FUTURE ASSETS
l. Present Value of Expected Funre

Statutory Supplernental Contibutions (See Table I l)
2. Present Value of Future Normal Costs
3. Total Expected Futue Assets

TOTAL CI.'RRENT A}.ID E)(PECTED FUTURE ASSETS

TABLE 8

$572,815

($16,285)

1,22,401

$106,1 16

___s6?!p31

ToalCTJRRENT BENEFIT OBLIGATIONS
l. Be,nefitRecipie,nts

a Retirernent Annuities
b. Disability Benefits
c. Surviving Sporse

and Child Benefits

2. Deferred Retirements with Future Augmentation

3. Former Members without Vested Rights

4. Active Mernben
a- Retiremeat Annuities
b. Disability Benefits
c. Survivo/s Benefits
d. DeferredRetireme,nts
e. Refund Liability Due

to Death or Withdrawal

Non-Vested Vested

1,797

12,L07
4,949

t02
0

s262,467
8,601

34,219

3,922

26

145,374
0

0
2,510

98

$262,467
8,601

34,219

3,822

26

l47,l7l
12,107
4,949
2,612

98

5. Total Current Benefit Obligations $18,955

E. EXPECTED FUTI.IRE BENEFIT OBLIGATIONS

F. TOTAL CURRENT AI{D E)(PECTED FUTURE BENEFTI OBLIGATIONS

c. CIJRRENT ITNFIJNDED ACTUARIAL LIABILITY (D5-A)

H. CI.JRRENT A}TD FT.'TI.JRE UNFUNDED ACTUARIAL LIABILITY (F-C)

v57 t17 v76,072

$135,812

____lorLEgl_

($96,743)

($67,@7)

MILLIMAN USA
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TABLE 9

State Patrol Retirement Fund

Determination Of Unfunded Actuarial Accrued Liability (UAAL)
And Supplemental Contribution Rate

(dollars in thousands)

JULY I,2OOI

Actuarial
Present Value
ofProjected

Benefits
ru-

Actuarial
Present Value

ofFutue
Normal Costs

Actuarial
Accrued

Lrqbtlql
A

4.

5.

--Tr=or72T-

$166,419
9,229
4,065
1,172
(537)

s180,348

3,822

26

303,600

1,687

DETERMINATION OF ACTUARIAL
ACCRT.JED LIABILITY (AAt)
1. Active Members

a- Retirement Annuities
b. Disability Benefits
c. Survivor's Benefit
d. Deferred Retircments
e. Refrmds Due to Death or Withdrawal
f. Total

Deferred Retirements
With Future Augmentation

Former Members Without
Vested Rights

Annuitants in MPRIF

Recipients Not in MPRIF

(/)

$266,7il
22,094

8,965
4,729

t97

$100,345
12,865
4,900
3,557

734
$122,401

6. Total

DETERMINATION OF UNFI.INDED ACTUARI.AL ACCRIIED LIABILITY (UAAL)
l. AAL (A6)
2. Current Assets (Table 1, E6)

3. UAAL (Bl-B2)

DETERMINATION OF SUPPLEMENTAL CONTRIBUTION RATE
L Present Value of Future Payrolls Through

the Amortization Date of July 1,2031,

2. Supplernental Contribution Rate @3/Cl)

$302,749

3,822

26

303,600

1,697

B.

C.

____$19%!r

$489,483
572,815

____l$E$a

$957,913

-8.70o/o

MILLIMAN USA
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A.

B.

State Pahol Retirement Fund

Changes ln llnfunded Actuartal Accrued Liability (UAAL)
(dollars in thousands)

YEAR ENDING JT.INE 30, 2OOI

UAAL AT BEGINNING OF YEAR

CHANGE DUE TO INTEREST REQUIREMENTS
AI{D CI.JRRENT RATE OF FUI{DING

1. Normal Cost and Expenses

2. Contribution
3. Intcrest on A" BI and 82

4. Toal (B1+B2+B3)

E)(PECTED UAAL AT END OF IZEAR (A+B4)

TNCREASE (DECREASE) DlrE TO ACTUARIAL LOSSES (GAINS)

BECAUSE OF EXPERIENCE DEVIATIONS FROM E)(PECTED

1. Salarylncreases
2. lnvestnent Return

3. MPRIF Mortality
4. Mortality of Other Benefit Recipients

5. Other Items

6. Total

UAAL AT EI{D OF YEAR BEFORE PLAN AIvTENDMENTS

AI{D CHANGES IN ACTUARIAL ASSUMPTION (C+D6)

CHANGE IN I.'NFTJI{DED ACTUARIAL ACCRI.JED LT,ABILITY
DT'E TO CHANGE IN ACTUARI.AL METHODS

CHANGE IN UNFT.JNDED ACTUARIAL ACCRUED LIABILITY
DUE TO CHANGES IN ACTUARIAL ASSUMPTIONS

UAAL AT END OF YEAR (E+F+G)

TABLE 10

($70,189)

$11,829
(10,31l)
(5,902)

(M,384)

($74,573)

($10,122)
(2,005)

2,911
248
209

($8,759)

($83,332)

____l$9132)

c.

D.

E.

F.

G.

H.

MILLIMAN USA
Page 14
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State Patrol Retirement Fund

Determ i n ation Of Contributio n Sufficiency
(dollars in thousands)

JTILY 1,2OOI

TABLE 11

Dollar
Amount

A. STATUTORY CONTRIBUTIONS - CHAPTER 3528

1. Employee Contributions
2. Employer Contributions

3. Total

B. REQITIRED CONTRIBUTIONS - CHAPTER 356

l. Normal Cost
a- Retirement Benefits
b. Disability Benefits
c. Sr.rrvivors
d. Defened Retirement Benefits
e. Refunds Due to Death or Withdrawal

f. Total

2. Supplernental Contribution Amortization
byJuly 1,2031ofUAAL

3. Allowance for Expenses

4. Totzl

c. CoNTRTBUTION STJFFICIENCY (DEFICIENCY) [A3,B4]

Notq Projected Annual Payroll for Fiscal Year Beginning on JLrLY

21.00% ____u9,!39_

Percent of
Payroll

8.40%
12.600/o

$4,332
6,498

18.42%
2.41%
0.94%
0.63%
0.13o/o

$9,501
1,24

486
323

66

22.53o/o sI1,620

-8.70%

0.17%

(4,487)

88

14.00o/o $7,221

7.00o/o

1,2001 is $51,574.

$3,609

MILLIMAN USA

Page 15



TABLE 12

State Patrol Retirement Fund

Summary of Actuarial Assumptions and Methods

Interest: Pre-Retirement: 8.5%per annum
Post-Retirement: 8.5o/o per annum

BeneJit Increosat Payment of earaings on retired reserves in excess of 6o/oaccounted
Afier Retirenunt: for by nsing a 6% post-retirement aszumption.

Salary Increases: Reported salary at valuation dare increased according to the rate table
on pages 18 and 19 to current fiscal year and annually for each future
year. Prior fiscal year salary is annualized for new Mernbers.

Mortalily: Pre-Retirement:
Male - 1983 GAI{ (Males -1)
Fernale - 1983 GAI\{ (Females)

Post-Retirement:
Male - 1983 GAI\{ (Males +2)
Female - 1983 GAI\{ (Females +2)

Post-Disabffi:
Male - Combined Annuity Mortality
Female - Combined Annuity Mortality

RetiremcntAge: Age-related table as follows:

Ages: 50-53 2%
54 20
5s 60

5G6l 20
62-@ s0
65+ 100

Separation: Graded rates starting at .022 at age 20 atd decreasing to .003 at age 49.

Disability: Rates adopted by MSRS as shown in rate table.

Adrtnistrative Expenses: Prior year expeuses expressed as percentage of prior year
payroll.

Return of Contributions: All employees withdrawing after becoming eligible for a deferred
benefit take the larger of their contributions accumulated with
interest or the value of their deferred benefit.

MILLIMAN USA
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Family Composilion:

Social Security:

Special Cowidcration:

Actuarial Cost Method:

Ass et Valuolion Method:

Poyment on the
Unfunded Actuarial
Accrued Liability:

TABLE 12
(Couinttd)

100o/o of Members are maried. Female is three years yorrnger ttran
male. Each Me,mber is assr:med to have two children whose ages
are dependent upon the Member's age. Assumed first child is born
at Membeds age 28 and second child is born at Member's age 31.

N/A

Married Members assumed to elect zubsidized joint and survivor
form of annuity as follows:

Males - 25%eler,t50%oJ&S option
25o/o eler;t l00o/o J&S option

Females - s%o elect 50Yo J&S option
5o/o eler,t I 00o/o J&S option

Entry Age Normal Actuarial Cost Method based on earnings and
the date the employee entered the plan is applied to all plan
benefits. Underthis metho4 Acttrarial Gains (Losses) reduce
(increase) the Unfimded Acnrarial Accrued Liability.

The actuarial cost method was changed as of July 1,7997 to perrrit
negative amortization of supplemental contibution surpluses.

Market Value less a percentage of the Unrecognized Asset Rettrm
determined at the close of each of the four preceding fiscal years.
Unrecognized Asset Return is the difference between actual net
return on Market Value of Assets and the asset return expected
during that fiscd year (based onthe assumed interest rate employed
in the July I Actuarial Valuation of the fiscal year). Transition
rules apply benveen July l, 2000 and July l, 2003,when the
method is fully in effect.

A level percentage of payroll each year to the statutory
amortization date assuming payroll increases of 5.0%oper
annum. If there is a negative Unfirnded Actuarial Accrued
Liability, the surplus amount shall be amortized over 30 yenrs as a
level percentage of payroll.

MILLIMAN USA
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TABLE 12
(Contirued)

State Patrol Retirement Fund

Summary of Actuarial Assumptions and Methods

Separation Expressed as Number of Occurrences Per 101000:

Death Withdrawd Disabilitv Retinement Salary
Agg Male Female Male Femde lWale Female llfiale Female Incneases

204
2t4
224
234
244

222022044
22t021044
22002005s
219019055
218018066
3r7017066
316016066
315015077
314014077
313013088

0
0
0
0
0

0
0
0
0
0

0 7.75%
0 7.t454
0 7.t094
0 7.0725
0 7.0363

8

9
9

l0
l0

l1
t2
l3
l5
l6

I
9
9

l0
l0

t20 r20
ll0 ll0
100 100
90 90
80 80

70 70
60 60
60 60
60 50
60 60

254
265
275
285
295

306
31 6
326
337
347

3s8
369
379
38 r0
39 l0

60 18 l8
60 20 20
60 22 22
60 24 24
60 26 26

60 29 29
60 32 32
60 36 36
60 4t 4l
30 46 46

60
60
60
50
60

50
60
60
60
30

0
0
0
0
0

7
7
7

7
7

0
0
0
0
0

7
7
7
7
7

40 ll
4t t2
42 t4
43 15

44 t7

45 t9
46 22
47 25
48 28
49 3l

7
7
8

8

9

l0
ll
t2
t4
l5

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

11

t2
13

15

l6

7
6.9019
6,8074
6.7125
6.6054

6.5
6.354
6.2087
6.0622
s.9048

5.75
s.6940
5.6375
5.5822
5.5405
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TABLE 12
(Contirud)

State Patrol Retirement Fund

Summary of Actuarial Assumptions and Methods

Separation Expressed as Number of Occurrences Per 101000:

Death \ilithdrewal Disabilitv Retirement Salary
4gg MaIe Female Male Femde Mde Female Male Female fncreases

5035160
5139180
5243190
5348210
5452230

60844200t41
61924700154
62 101 52 0 0 t67
63 lll 58 0 0 0
6412464000

0
0
0
0
0

05050
05757
0@64
07272
0E080

200 200
200 200
200 200
200 200

2,000 2,000

6,000 6,000
2,000 2,000
2,000 2,000
2,000 2,000
2,000 2,000

2,000 2,000
2,000 2,000
5,000 5,000
5,000 5,000
5,000 5,000

5.5o/o

5.4384
5.3776
5.3t67
5.2826

5.25
525
5.25
5.25
5.25

5.25
s.25
5.25
5.25
5.25

5.25
5.25
5.25
5.25
s.25

s.25

25
28
31

34
38

55 57
56 6t
57 66
58 7t
59 77

651297100
661567800
671768700
681989700
69 222 109 0 0

0
0
0
0
0

88
98

108
ll8
129

t4t
t54
167

0
0

088
098
0 108
0 ll8
0 129

0 10,000 10,000
000

702481240000

0
0
0

0

0
0
0

0

0
0
0
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TABLE 13

State Patrol Retirement Fund

Summary of Plan Provisions

GEI\ERAL

Eligibility: State tooper, conservation officers and certain crime bureau
officers.

Contributionsz

Member: 8.40o/o of salary.

Employer: 12.60%of salary.

Allowable Semice: Service dtuing which Member contributions were deducted.
Includes period receiving temporary Workers' Compensation.

Salary: Salaries excluding lurnp-sum payments at separation.

Average Salary: Average of the five highest successive years of salary. Average
Salary is based on all Allowable Service if less than five years.

RETIREMENT

Normnl Refiremcnt BeneJit:

Etigibitity: Age 55 and three years of Allowable Service.

Amount: 3.0% of Average Salary for each year of Allowable Service.

E arly Retirement B enetit:

Eligibitity: Age 50 and three years of Allowable Service.

Amount: Normal Retirement Benefit based on Allowable Service and
Aver4ge Salary at retirement reduced by lll0% for each month
ttrat the member is under age 55.

MILLIMAN USA
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Form of Payment:

Benefit Increases:

DISABILITY

O c c up atio n al D is ab ilily B e n etit:

Eligibility:

TABLE 13
(Coruiruen)

Life annuity.

Actuarially equivalent options are:

50o/o or 100% joint and strrvivor with bounce back feature
without additional reduction.

Benefits may be increased each January I depending on the
investuent performance ofthe Minnesota Post Retirement
Investuent Fund (MPRIF). A benefit recipient who has lssn
receiving a benefit for at least 12 full months as of June 30 will
receive a full increase. Benefit recipients receiving benefits for
at least one full month but less th"n 12 full months will receive
a partial increase.

For members retired under laws in effect before Jnne l, 1973
receive an additional 5% supplement through July l, 1994. For
each of those years, the supplement inc:eases by 6%o of the total
annuity which includes both MPRIF and supplemental amounts.
Thereafter, regular MPRIF increases apply.

Members retired under law in effect before June l, 1973 receive
an additional lump-sum payrnent each year. In 1989, this lump-
sum palnnent is $25 times each full year of Allowable Service
or $400 per year of service less any Social Security benefits
received or annuity from a Minnesota public employee pension
plan. In each following year, the lnmpsum palment will
increase by the same percentage increase that is applied to regu-
lar annuities paid from MPRIF. Effective January 1,2002,
annual lrrmp surD paynent is divided by 12 and paid as a
monthly life annuity in the annuity form elected.

Member who cannot perform his duties because of a disability
directly resulting from an act of duty

MILLIMAN USA
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rABLE 13
(Contirud)

Amount; 60% of Average Salary plus 3.0% of Average Salary for each
year in excess of 20 years of Allowable Sendce (pro rata for
completed months).

Payments cease atage 65 or earlier if disability ceases or death
occurs. Benefits may be paid upon re-emplolment but salary
plus benefit caDnot exceed current salary ofposition held at
time of disability.

If a Member became disabled prior to July l, 1997 but was not
eligible to commence their benefit before July l, 1997, an
actuarial increase shall be made for the change in the post-
retirement interest rates from syoto 60/0.

Non-D uty Dis abilig Benefit:

Eligibility: At least one year of Allowable Service and disabitiry not related
to covered employment.

Amount: Normal Retirement Benefit based on Allowable Service
(minimum of l5 years) and Average Salary at disability without
reduction for commencement before age 55.

Payments cezu;e at age 65 or earlier if disability ceases or death
occurs. Benefits may be paid upon re-employrnent but salary
plus benefit cannot exceed current salary ofposition held at
time of disability.

If a Member became disabled prior to July l, 1997 but was not
eligible to commence their benefit before July 1, 1997, al
actuarial increase shall be made for the change in the post-
retirement interest rates from 5Yoto 60/o.

Form of Payment: Same as for retirement.

Benefit Increases: Adjusted by MSRS to provide same increase as MPRIF.
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TABLE 13
(ContirueQ

R efi re me nt Afte r D is a b ility :

Eligtbihty: Age 65 with continued disability.

Amount: Optional annuity continues. Otherwise, a normal retirement
annuity equal to disability benefit paid, or an actuarially
equivalent option.

Form of Payrnent: Srme as for retirement.

Benefit Increases: Same as for retiremenl

DEATH

S untiving Spo use Benelit:

Eligibility: Member who is active or receiving a disability benefit.

A*ourr, 50% of Annual Salary if member was active or occupational
disability and either had less than tbree years of Allowable
Service or was under age 55. Paynent for life.

Surviving spouse receives the 100% joint and survivor benefit
commencing on the Member's 55th birttrday if Member was
active or a disabillty with three years of Aflowable Service. A
spouse who had been receiving the 50% benefit shall be entitled
to the larger of the two. Payrrent for life.

If a Member became deceased priorto July l, 1997 and the
beneficiary was not eligible to commence their survivor benefit
before July 1, 1997, an actuarial increase shall be made for the
change in the post-retirement interest rates from syoto 6%.

Benefit Increases: Adjusted by MSRS to provide same increase.rs MPRIF.
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TABLE 13
(Continud)

S amiving Dependent C hildren rs BeneJit:

Eligibility: Member who is active or receiving a disability benefit. Child
must be unmarried, under age 18 (or23 if full-time student) and
dependent upon the Member.

Amount: l0% of Average Salary for each child and $20 per month
prorated among all dependent children. Benefit must not be less
than 50%onor exceed 70o/o of Average Satary.

If a Member became deceased priorto July l, 1997 and the
beneficiary was not eligible to commence their survivor benefit
before July 1, 1997, anactuarial inqease shall be made for the
change in the post-retirement interest rates from 5%oto 60/o.

Refun d of C o ntrib utio ns :

EligibilW: Member dies before receiving any retirement benefits and
survivor benefits are not payable.

Amount: Member's contributions with 5% interest if death occurred
before May 16, 1989 and 6% interest if death occured on or
afrer May 16, 1989.

TERMINATION

Refund of Contrtbfiions:

Eligibility: Termination of state service.

Amount: Member's contributions with 5% interest compounded annually
if termination occured before May 16, 1989 and 6% interest if
termination occured on or after May ld, 1989.
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TABLE 13
(Continued)

Defened BeneJit:

Eligibility: Tbree years of Allowable Service.

Amount: Benefit computed under law in effect at termination and
increased by the following ann,al percentage: 0oz before
7lll7l; 5%o from7lll7l to l/l/81; and,3%thereafter until the
annuity begins. Amount is payable as a normal or early
retirement.

If aMemberterminated emplolmentpriorto JuIy l, 1997 but
was not eligible to cornmence their pension before July l, 1997,
an actuarial increase shall be made for the change in the post-
retiremgnt interest rates from 5%oto 6%o.

SIGI\IFICAIIT CIIANGE S

No significant changes in plan provisions were recognized for this valuation.
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TABLE 14

07tov1995
ottotitgge
oTtovlgg7- o7tollt998 - -

?9_4,218 _ _
_.32,3r868

Actuarlal
Valuatlon Date

Actuarlal
Accrued Llrblllty

(AAL)

07tovt99t
-oltovtgiia - ?11,95!- -oitottlggS---

--oitolntt4 --
__ _?9t;19_ ---'-21rr317

State Patrol Retirement Fund

SCHEDULE OF FUNDING PROGRESS
(dollars ln thousands)

303,941

37)3!9-
406,215
458,384
489,483

_ L1s,9_59_
__ _410,9[ _--otroiliiii--- 472,687

-" ozioniooo-- 528,573
-oitofdooi- -- 572,815

\
ff(!
t\)
o\

- 
--t!f16-

A&167, rsr1-y

-48.04%-:ioz.iz;i
-----r1i4.5ir;

_$2921,
J!-23

ll5.3l%
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Unfunded
AAL

(UAAL)
(8. AT

Fundcd
Retlo

(a)/(B)

Actual
Covered Peyroll
(Prevlous FY)

UAAL es % of
Covercd Pryroll

(B-A)/(C)

222,314
224,033 23.965 89.3ff/o 32,365 74.05%

11.342 95.15o/o 32,882 34.49%
258,202 13.850 94.64% 35.765 38.73%

t2.807 95.35% 35,341 36.24o/o

283,079 (1,840 100.65% 37,518 -4.90%
106.56% 41.476

332,427 I13.00%
(58.642 n5.79% 43,456
(66,472 l16.360/o 45,333 -146.630/o
(70,189 -145.72o/o

$3.332 n7.02% 48.93s -170.29o/o



TABLE 15

State Patrol Retirement Fund

SCHEDULE OF EMPLOYER CONTRIBUTIONS
(dollars ln thousands)

Yeer Ended
June 30

nctuerielly 
- -

Requlred
Contrlbutlon Rate

Acturl
Member

Contrlbutlons
Requlred

Contrlbutlon
r (B)l -

Actuel
Covered
Pryroll

l99t-riiz
I er3
lgg4
r 995
1996- tggt

!f,
35,

JtI
2,795

4.4r8 4,825
4,630 4,893

3,040 4,925 5,288

3,00_4

1,_lq.e_
3.484

4,750 5,1 59
4,986 5,583
5,367 5,742

3,746 5.212 6,151

3,634 3,176 5,475

3,850 2,560 5,712
4,044 3,261 6,069
4,145 3,430 6.166

21.94%
2t.79%
21.34%
it.nat - --

_ _t_t 67v:- _ _

14.14%

37,5

15.17% 'r'*

i j ago7.-*r*

t
ft(\
t\)\

* Includes contributions from other sources (if applicable).
tt Actuarially Required Contribution Rate calculated according to parameters of GASB 25 using a 30-year amortization of the

negative unfunded accrued liability.
***Actuarially Required Contribution Rate prior to change in Asset Valuation Method is 15.15%
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Percenlege

Contrlbuted

)9,2)."/:
105.68%

lo1.3fv:
108.61%

. _ tlt.gl%
106.99%
l18.02o/o

t72.3go/o

223.13o/o

1998
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A I\4ILLIMAN GLOBAL FIRM

@ Mirli,m,:ny,:,1

Legislative Commission on
Pensions and Retirement

55 State Office Building
St. Paul, Minnesota 55155

RE: Correctional Employees Retirement Fund

Commission Members:

Pursuant to the terms of our Actuarial Services Contract, we have performed an actuarial
valuation of the Fund as of July 1,200I.

The results of our calculations are set forth in the following report, as are the actuarial
assumptions upon which our calculations have been made. We have relied on the basic
employee data and asset figures as submitted by the Minnesota State Retirement System.

On the basis of the foregoing, we hereby certift that, to the best of our knowledge and belief, this
report is complete and accurate and has been prepared in accordance with the requirements of
Section 356.215, Minnesota Statutes, and the requirements of the Standards for Actuarial Work,
adopted by the Commission.

We, Thomas K. Custis and William V. Hogan, are actuaries for Milliman USA. We are
members of the American Academy of Actuaries and meet the Qualification Standards of the
American Academy of Actuaries to render the actuarial opinion contained herein.

Respectfully submitted,

Milliman U S A
-.'n r''"/4,"--X 0-,-'--':----

Thomas K. Custis, F.S.A., M.A.A.A.
Consulting Actuary

1 5800 Bluemound Road, Suite 400
Brookfield, Wl 53005-6o69
Tor +1 262 744.2250

Fat +1 262 784.7287

www.m illiman.com

December 7,2001

TKC/WVH/bh

OFFICES IN PRINCIPAL CITIES WORLDWIDE

' r //(4/-L(.*rr"- V , ,$ola-a-!
William V. Hogan, F.S.A.. il(A.n.A.
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Correctional Employees Retirement Fund

Report Highlights
(dollars in thousands)

07t0u2000
Valuation

07toLtzoor
Valuation

CONTRIBUTIONS (Table I 1)

l. Statutory Contributions - Chapter 352
% of Payroll

2. Required Contributions - Chapter 356
% of Payroll

3. Sufficiency @eficiency): (A.1. - A.2.)

FI.JNDING RATIOS
1. Accnred Benefit Funding Ratio

Cur:ent Assets (Table 1)

Current Benefit Obligations (Table 8)

Funding Ratio: (aft)

Accrued Liability Funding Ratio
a. Curent Assets (Table 1)

b. Actuarial Accrued Liability (Table 9)
c. Funding Ratio: (a/b)

Projected Benefit Funding Ratio (Table 8)

a. Cu:ent and Expected Future Assets

b. Current and Expected Futrue Benefit Obligations
c. Funding Ratio: (a/b)

PLAI{ PARTICIPAI.ITS
l. Active Members

Number (Table 3)
Projected Annual Eamings
Average Annual Earnings (Projected $)

Average Age
Average Service

2. Others
Senrice Retirements (Table 4)
Survivors (Table 5)
Disability Retirernents (Table 6)

Defened Retirements (Table 7)
Terminated Other Non-vested (Table 7)

Total

13.670/o

1,3.72%

13-670/o

1,3.81o/o

B.

-0.05o/o

$386,964
9325,99
118.83%

$386,964
$359,885
107.52o/o

s492,3t9
$493,434

99.77%

-0.14o/o

$431,134
$362,903
118.80%

s431,134
s398,633
r08.15%

$530,289
s533,641

99.37o/o

a-

b.

c.

2.

3.

c.

6s5
6t
92

483
220

a.

b.
c.

d.

e.

a-

b.

c.

d.
e.

f.

3,099
s127,557

$41,,174
40.3

7.8

616
56
75

419
163

3,182
$127,835

s40,174
40.6

8.0

1,329 l,5l 1
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Corectional Employees Retirement Fund

Commentary

Purpose

The purpose of this valuation is to detennine the financid statrs of the Plan. In order to
achieve this purpose, an actuarial valuation is made at the beginning of each fiscal year as
required by Section 356.215 of Minnesota Statutes.

Repon HighWht
The financial status ofthe Plan can be measued by three different funding ratios:

r The Accrued Benefit Funding Ratio is a measure of curent firnding status and,
when viewed over a period of years, presents a view of the funding progress. It is
based upon benefits which have been earned by service to the valuation date. This
year's ratio is I18.80%. The corresponding ratio for the prior year was 118.83%.

r The Accrued Liability Funding Ratio is also a measure of firnding stahrs and
fimding progress. It is based on the actuarial cost method that has historically been
used by the State. For 2001 the ratio is 108.15%, which is an increase from the
2000 value of 107.52Yo.

r The Projected Benefit Funding Ratio is a measure of the adequacy or deficiency in
the contribution level. This year's ratio of 99.37% shows that the current statutory
contributions are just slightly inadequate.

Asset Infornotion (Tablcs I and 2)

Effective with the July 1,2000 valuation of the fun4 Minnesota Statutes require that the
asset value used for actuarial purposes spread differences between actual reflrrn (measured
on a market-value basis) and expected retun on non-MPRIF assets over five years, in a
manner similar to that already being used within the MPRIF. The previous method
required under Minnesota Statutes recognized one third of the unrealized gains and losses.
An Asset Valuation Method requirement exists because market values (which include all
unrealized gains and losses) are qpically volatile and can produce erratic changes in the
contribution requirements from year to year. The intent of the change to the current
method is to employ a more effective asset smoothing technique which is market-value
based and which eliminates artificial bias related to manager style. The effective date of
this requirement is July 1,2000 with full transition to be accomplished as of July l, 2003-

The calculation of the Actuarial Value of Assets is shown in Table I on lines E.l to E.4.
Actuarial Value of Assets is determined as:

Market Value of Assets at June 30, 2001, /ess

MILLIMAN USA
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80% of the curent year Unrecogruzr;dAsset Retuna at July 1,2001 (the difference
between actual net reflrn on Market Value of Assets between 06/30/2000 and
0613012001and the asset retum expected during that period based on the assumed
interest rate employed in the July l, 2000 Actuarial Valuation); /ess

60% of tbe current year UnrecogotredAsset Rettrn at July l, 2000 (the difference
between actr:al net retrn on Market Value of Assets between 06/30199 and
06/30D000 and the asset reflun expected during that period based on the assumed
interest rate employed in the July l, 1999 Actuarial Valuation); /ess

30% of the Unrecognized Asset Return at July 1,1999 (the difference between
Market Value of Assets on06130/99 and the Actuarial Value of Assets used in the
July l, 1999 AcflErial Valuation).

The tenn "Actuarial Value of Assets" is used to indicate that the value was determined for use
in this actuarial valuation. Since Minnesota Statutes refer to this value as "Curent Assets,"
the latter phrase will be used in the remainder of this report.

This Plan particrpates in the Minnesota Post Retirement Investuent Fwtd (i.e., MPRIF). After
the MPRIF liability has been calculated for each participating Plan, the State Board of
Investnents, (i.e., SBI), will determine each Plan's portion of the excess earnings for the
January benefit increase as well as the Plan's allocated market share of MPRIF.

Actuarial Balance Sheet Sable 8)

An actuarial balance sheet provides a method for evaluating current and funne levels of funding.

The Cr.urent Benefit Obligation used to measure current fimding levels is calculated as follows:

r For Active Members - Sdary and service are projected to retire,ment to determine
benefits for each member and the ratio of credited service to total service establishes
the portion of the projected benefit to be used in calculating the current funding level.

r ForNon-Active Members - The discounted value of benefits, including augmentation
in cases where benefits have not commenced.

GASB Disclosure

Disclosure of the Current Benefit Obligation amounts used to be required by Satement
No. 5 of the Governmental Accounting Standards Board (GASB). However, Statement
No. 5 has been superceded by Statement No. 25. Tables 14 and 15 of this report are

included to fulfiII the requirements of Statement No. 25.

Actuarial Cost Mahod (Table 9)

The approach r.rsed by the State of Minnesota to deterrrine contribution sufficiency is the
Entry Age Normal Actuarial Cost Method. The primary characteristic of this method is
that it allocates costs as a level percentage of payroll.

MILLIMAN USA
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A comparison of this actuarial method (Table 9) to the actuarial balance sheet (Table 8)
illustates the two techniques for allocating liabilities of active Members to past and future. As
noted in the prior section, the balance sheet allocates benefits and corresponding liabilities, on
the basis of service. The method used in Table 9 allocates liabilities so that the cost each year
will be a constant percentage of payroll. Both approaches, however, calculate the value of all
future benefits the same way (see line F of Table 8 and line ,4.6, coh.rmn l, of Table 9).

An Unfmded Actuarial Accrued Liability is computed under the Entry Age Normal Actnarial
Cost Method by comparing the liabilities allocated to past service (Actuariat Accrued Liability) to
the Current Assets. This arnoun! line 83, is funded over the remaining years to the amortization
date by a series of payments that remain a constant percentage of payroll each year.

Source of Aduarial Gains and Losses (Table 10)

The assumptions used in making the calculations using the Entry Age Normal Actuarial Cost
Method are based on long-term expectations. Each year the actual experience will deviate from
the long-temr expectations. For a detailed analysis of ttre major components, refer to Table 10.

Contribution Suffrcicncy Sable 11)

This report determines the adequacy of Statutory Contributions by comparing the Statutory
Contributions to the Required Contributions.

The Required Contributions, set forth in Chapter 356, consist of:

! Normal costs based on the Entry Age Normal Actuarial Cost Method.

. r A Supplemental Contribution for amortizing any Unfunded Actuarial Accrued Liability.

t An Allowance for Expenses.

Table 11 shows the Plan has a small contribution deficiency since the Statutory Contribution
Rate is 13.67% compared to the Required Contribution Rate of 13.81%.

Changes in Actuarial Assumptions and Mahods

All actuarial assumptions and methods listed in Table 12 are the same as those used in the
prior valuation.

Changes in Plan Provisions

All plan provisions are the same as those used in the prior actuarial valuation of the Fund.
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Correctional Employees Retirement Fund

Statement of Plan Nef Assefs
(dollars in thousands)

TABLE 1

Market Value Cost Value

JULY 1,2001

ASSETS IN TRUST
1. Cash, Equivalents, Short-term Securities
2. Fixed Income
3. Equity
4. Real Estate

5. Equity in MPRIF
6. Other

Subtotal

B. ASSETSRECEIVABLE

C. LIABILITIES

D. NET ASSETS HELD IN TRUST FOR PENSION BENEFITS
1. MPRIF Reserves

2. Member Reserves

3. Other Non-MPRIF Reserves

4. Total Assets Available for Benefits _____$119ff_ _____v26'J62

$6,201
62,722

183,323
9,828

14.r'.,906

0

$6,201
63270

199,840
8,330

14/,906
0

$406,980

3,968

(3s3)

14.r',906
48,1,33

217,556

$422,547

3,968

(3s3)

14/',906
48,133

233,123

E. DETERMINATION OF ACTUARIAL VALUE OF ASSETS

1. Market Value of Assets Available for Benefits @4)
2. Unrecognized Asset Returns (UAR)

a. June 30,2001
b. June 30,2000
c. June 30, 1999

3. UAR Adjustment: .80 * (82.a) + .60 * (E2.b) + .30 * (82.c)

4. Actuarial Value of Asses (El - E3)
(Same as "Ctr:ent Assets")

$410,595

($43,375)
12,1,32

22,939
(20,539)
431.134
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Correctional Employees Retirement Fund

Statement of Change ln Plan IVef Assefs
(dollars in thousands)

YEAR ENDING JI,'NE 30, 2OO1

Non-MPRIF
Assets

MPRIF
Reserve

TABLE 2

Market
Value

A.

B.

ASSETS AVAILABLE AT BEGINNING
OF PERIOD

ADDITIONS

Member Contributions
Employer Contributions
Contributions From Other Sources

MPRIF Income
Net lnvestnent Income
a. Interest and Dividends
b. Net Realized Crain (Loss)

c. Net Change in Unrealized Gain (Loss)

d. Investnent Expenses

e. Net Subtotal
6. Other

7. Totzl Additions

OPERATING E)(PENSES

1. Service Retirements
2. Disability Benefits
3. Survivor Benefits
4. Refunds
5. Administrative Expenses

6. Other

7. TotzlDisbursements

OTHER CIHNGES IN RESERVES
l. Annuities Awarded
2. Mortality Gain/Loss

3. Total Other Changes

ASSETS AVAILABLE AT END
OF PERIOD

9286,032 $124,401 $410,433

1.

2.

3.
4.

5.

,t.

3.
4.

$6,996
9,652

0
0

17,467
0

(37,461)
(384)

(20,378)
L,128

($2,602)

0
0

$18,836

$6,996
9,652

0

18,836

17,467
0

(37,461)
(384)

(20,378)
1,128

st6,234

$0
0

0
18,836

0
0

0

0

c.
$0

0
0

660
240
261

$14,911
0
0

0

0

0

$14,911
0

0

660
240
261

161$l s14,911 $t6,072

D.
(19,912)

3,332
19,912
(3,332)

0
0

E.

(16,580) 16,580

__$26sJ!9_ _____lu4e6- _____$410J95_

296,032

262,357

283,820
24,125

(19,250)
(43,375)

F. DETERMINATION OF CURRENT YEAR UNRECOGNZED ASSET RETT'RN
l. Average Balance

(a) Non-MPRIF Assets Available at Beginning of Period

@) Non-MPRIF Assets Available at End of Period*

(c) Average Balance { [Fl.a + Fl.b - B5.e -86] / 2 \
Expected Retum: .085 * Fl.c
Acnral Return
Current Year Unrecognized Asset Return: F3 - F2

r Before adjustmentfor MPNF mortality gaily'loss
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Table 3

Correctional Employees Retirement Fund

Active Memberc as of June 30.2001

Years of Service

' ,;.4-,ilii"i'
;:;ii[P?;ri

,3)6::,:
; '.'a,,: :. '. I : ii:l:lirl Ir 11 :

., .:,itl,:502;:f

,,'lt, 
,r

llrlg::ftrii
' .,',r:ir14,;'.:',
r ..+"r l.t';.^ii' rr; .

...',i {'-60 -:r ljJl6.:l

, -"$':i40.
'' .,s"t 6lir
',t, irliiltill ii , ,,. 

.

';; ;;Pi1$2,,'

25-29 3GF

00
00
00
00
00
190
544
70
30
20

,,,li ii,i :l,8,"5Jliil,: :i,;r4

30-34
35-39

404
4549

50-54

214

208
t47

146
118

92

4L

2t4
184

t&
t4t
110

27

19

1

0

19

u6
tzt
u
55

15

3

0

20-24

0
0

0
0

27
84

63

l6

2
0

l5-19

0
0

0
20

97
72

65
8

2
I

<l t4 5-9 10-14

594000
&
45

?{-?o 7t

6l
42

4
27

t7
s5-59 5 38

60-& 3 8

65+02

Averaee Annual Earninss

Years of Senice

499 <1

<25 21,930
25-29 21.,834

30-34 23,001
35-39 2L,919

404 24,033
4549 26,346

50-54 30,233
55-59 46,346

60-& 39,238
65+ 0

_. ;.,',.'::.. -1.'- :,,;:r',

ALI,.,'I , '' 23,7U18

t4 5-9 10-14

282ss 0 0
30,218 35,451 0

30,651 38,226 43,886
31,553 38,948 43,766

34,129 39,883 43,923

37,524 41,125 43,829

40,112 41.,M8 46,238
39,451 42,612 42,625

39,340 45,328 46,173
36,301 36,576 0

33;!67"iii;;,,39.;62:6 :1 ..: , a4,{f ,,,,l

15-19

0
0

0
4A79

47,719
4,435

46,746
49,784

41,782
56,193

46,393.

20-24

0
0

0
0

47,067
47,629

48,434
52,999

49,936
0

!E?sl;,,

2s-29

0
0

0
53,140

50,778 50,864 iii; lff
51,861 0 ,:.)1i4422:1

0
0

69,829 0 ,1,,f5r553
39,229 O ' 40,638
, ,.,1r :, i

51;7,61rii,i i,r.';5pi.q,&: . .r 3. 7"90J

Prior Fiscal Year Earnings (in Thousands) by Years of Service

AE
AII

<1

7,799

t4 5-9 10-14 15-19

33,598 , 35,703 17,351 12,294

20-24 25-29
'9270 4,399_"

3Gf

, 203
.1; ALt ,

leo,620
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Table 4

Correctional Employees Retirement Fund

Service Retirements as of June 30.2001

Years Retired
20-24 25+

O 0 ,,',
:0 0 ili"oo

00
00
0 0 ,'

290
8 3l '

:''lll3 2$ ;';r
r_j . !-/,i I rf rT_!j.

, :r'40 l,' - 59

4E 10-14 15-19

<5000000
50-54 L4 21 0 0 0

55-59 43 137 3 0 0

60-64 7 45 72 4 0

65-69 4 37 15 54 0

70-740392340
75-79000516
80-8400004
85+00000. .,:-.1a*,,.-... . . . ., ,i ,.':T:r::.; ,".:1 . r-. ' '*";' .j'r:.r r.'r "',.::..i'::.: "

-,.4ry-; .":"- 6E*,, _.1 il-1,..;,', .."99 ,r^,.,.86r" .,,. "f0,-

Averase Annual Benelit

Years Retired

Ase
<50

50-54

55-59
60-64

65-69
70-74

75-79
80-84
85+

,': t, i

ALI.

<1

0
1,3,632

16A28
5,188

12,216
0

0
0
0

14A48

t4
0

15,820

15,953
16,173

13,901

6,465

0
0
0

15553

5-9

0
0

11,319
1,9,731

15,029
17,969

0
0
0

, i-i.

18$04

20-24

0
0

0
0

0
0

20,847
19,753
Ll,287

lP"P.l1

25+

0
0

0
0

0
0

0
13,482
10,988

12,2gg

10-14 15-19 i,sffi
l'.,i,;q.,;:Q;.

lfffiii
rBe9--
17f/;8',

I.::,:rL;ii;.,":

l6nQ9^6*1,

"ffi#j"i
70ffit:,i,,
,14,f,.p3'.,,,

lr,9l7 i,
. . :i ,,, l.i-'-l:;

!6re2!.',

0
0

0
18,542

19,813
16,538 23,521

13,036 23,601
0 13,632
00

.j,:

18,4q*, .?2?883

0
0

0
0

0

Total Annual Benefit (in thousands) by Years Retired

20-2+ ?+
'796 ': " 7A5

10-14

1,589

Ase <1

Alt- s8)
l4
9Jt,g

5-9

1,841

l5-19
' :157.2

All','
.,itr 1,088

Page 8
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Table 5

25+

0
0

0
0

0
0

0
2
0

.'t;., ,i-'. ,*? *

13
42
33
75
41
10
22
0l
00

:j'#r'.: i;" '11.i:,1- r:::i ' - ''r .r:

,.::i.i:,r';',R ;l;.,.'';"',. 1J

75-79 0
80-84 0

85+ 0
-;,- ::I.t,..'.'".-.i," ::'it-,: :"

.{F^L- -- ,1.1O'

Correctional Employees Retirement Fund

Survivors as ofJune 30. 2001

Years Since Death

Averaee Annual Benefit

Years Since Death

Ase
<50

50-54

55-59
60-il

65-69
70-74

15-19 20-24

00
00
l0
00
20
10
0l
00
00'- .' ::'i."1.1:' .: . :I. "'iTr'"1.11"i.

,-,,. r..riu:1 ;Ji;*: - iJ,

Are
<50

50-54

<1

8,666
9,368

10,918
3,355

8,124

l4
3,195

12,153

4,720
13,992

9,018
1,837

13,46
0
0

.,-:trl

io;*#

5-9

6,657
2,127

10-14 15-19

00
7,558 0

20-24 25+ ..l,,li l, il

4,932 11,916
00

10,015 23,638
0 4,978

15-19

a$12

r i,rrf;jgfl

O 0 ,.','r,&55.9' : ;,:11.;1t-::

0 0 rlri,i12;0"18
l,jtf.;;ll{i-t,,ii:i::,i;;::r;.,*fl.ji

0 0 'i'll'25.4iii,
0 0 il r'3i3S,S:

o o ,,iil"l,srp,!i+,o o ,:, ffiarii
L2,473
9,254

0
0

55-59
60-6/.

0
0
0

20-24 25+

'.9:783 14,9E:2
Ase
All

65-69
70-74

75-79
80-84
85+

;;

AIIl ,r

t0,259
0

11,227
2,810

0
.'".,
8,€8

6,567 0

00
il30

):',t::. ...,i::r.lij:i

5,,943 , ;,!,6@a!',;r;,

Total Annual Benefit (actual dollars) by Years Since Death

sl
8L,240

l4
229,108,

54
143,46

lry
29fls

MILLIMAN USA
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Table 6

Correctional Employees Retirement Fund

Disabilitv Retirements as of June 30.2001

Years Disabled
<1 t4 5-9

11 20 L2

5 11 6

167
202
000
000
000
000
000

., 1jr,,r. , _ ,'...1",

,'.i9 ?;i . .27,

4E
<50

50-54

55-59
60-64

65-69
70-74

75-79
80-84
85+

r, 
'..i41-^{:*r",,.:

Averase Annual Benelit

Years Disabled

Are
<50

50-54

55-59
60-il

65-69
70-74

75-79
80-84
85+

ALT

<1

18,330
9,734

19,604
12,165

0
0

0
0
0

,: .:':

15,480

L4
13,390
14,969

16,616
0

0
0

0
0
0

14r.38-9,

5-9

13,682
1.3,826

15,029
14,916

0
0

0
0
0

14,155

10-14 15-19 20-24

000
9,6t6 0 0

9,865 0 0

12,509 0 0

0 18,718 15,794
000
000
0 0 4,652
000 ,,:

10,344,,..l!JlS';,.,; :,,,.10i223

Total Annual Benefit (actual dollars) by Years Disabled

<l
294,234

4E
All

t4 5-9 10-14 15-19 20-24
,,.'.: :. . :':',: ": .. -:: '/.. :'

532?77:1._ , 382,185 , 5L,720 . ..;"f 8r71p ,,,,. , ;;1,20,!!6

25+

6,75L 1,306,216
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TABLE 7

Correctional Employees Retirement Fund

Reconciliation Of Members

Actives

Terminated
Deferred

Retirement
Other

Non-Vested

A. ON JUNE 30, 2OOO

B. ADDMONS

C. DELETIONS
1. Service Retirement
2. Disability
3. Death
4. Terminated - Defened
5. Terminated - Refund

6. Terminated - Other Non-Vested
7. Retumed as Active
8. Transferred to Other Ftmd

DATA ADruSTMENTS

Vested
Non-Vested

TOTAL ON JUNE 30,2OO1

A. ON JUNE 30,2OOO

B. ADDITIONS

C. DELETIONS
1. Service Retirement
2. Death
3. Annuiry Expired
4. Returned as Active

D. DATA ADruSTMENTS

E. TOTAL ON JI.INE 30, 2OO1

3,098

426

(62)
(ls)
(1)

(101)
(el)
(64)

0
(2)

(6)

2,188
994

3,182

163

97

41,9

107

(6)
(3)
(3)
0

(e)
(2)

(20)
0

0
0

0

Q)
(21)

0
(3)

(14)

0D.

E. 483 220

Recipients
Retirement
Annuitants Disabled Survivors

75

22

616

68

0
(26)

0
0

56

t0

(3)

0
(2)
0
0

(3)

92

0
(2)
0
0

(3)

6l

MILLIMAN USA
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A.

B.

C.

D.

Correctional Employees Retirement Fund

Actu arial Balance Sheef
(dollars in thousands)

JULY I,2OOI

CIJRRENTASSETS (TABLE 1, E6)

E)(PECTED FUTI.JRE ASSETS
1. Present Value of Expected Futr.ue

Statutory Supplernental Contributions (See Table I l)
2. Present Value of Future Normal Costs

3. Total Expected Future Assets

TOTAL CURRENT AI{D E)(PECTED FUTTJRE ASSETS

TABLE 8

$431,134

($35,853)

135,008

$99,155

_s53!289_

TotalCLIRRENT BENEFIT OBLIGATIONS
l. Benefit Recipie,ns

a- RetirementAnnuities
b. Disability Benefits
c. Surviving Spouse

and Child Benefits

2. Defened Retirernents with Future Augmentation

3. Former Members without Vested Rights

4. Active Members
a Retirement Annuities
b. Disability Benefits
c. Survivor's Benefits
d. Deferred Retirements
e. Refund Liability Due

to Death or Withdrawal

Non-Vested Vested

3,635
12,L35
3,651

573
0

$118,608
19,088
7,210

18,090

284

161,792
0
0

13,631
4,206

sl18,608
19,088
7,210

18,090

284

165,427
L2,135
3,651

14,204
4,206

5. Total Current Benefit Obligations $19,994 5342,909 $362,903

E. E)(PECTED FUTT.IRE BENEFIT OBLIGATIONS

F. TOTAL CURRENT AI.{D E)(PECTED RJTURE BENEFIT OBLIGATIONS

c. CIJRRENT UNFIINDED ACTUARIAL LLABILITY (D5-A)

H. CIJRRENT AhID FLITURE LINFUNDED ACTUARIAL LIABILITY (F-C)

s170,738

___lsl3.64t

(s68,231)

$3,352

MILLIMAN USA
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TABLE 9
Correctional Employees Retirement Fund

Determination Of ltnfunded Actuarial Accrued Liability (UAAL)

And Supplemental Contribution Rate
(dollars in thousands)

JULY I,2OOI

Actuarial
Present Value
ofProjected

Benefits

-TIT-

Actuarial
Present Value

ofFuture
Normal Costs

$308,925
22,217

6,509
24,959

7,751
s370,361

18,090

5. Recipients Not in MPRIF

284

|M,906

0

6. Total ____ ss33,641 ______$135X99-

DETERMINATION OF UNFUNDED ACTUARIAL ACCRUED LIABILITY (UAAI)
r. AAL (A'6)

2. Current Assets (Table I, E6)

3. UAAL (81-82)

DETERMINATION OF SUPPLEMENTAL CONTRIBUTION RATE

1. Present Value of Funre Payrolls Through
the Amortization Date of July L,2031

2. Supplemental Contibution Rate @3/Cl)

Actuarial
Accrued
Liability

----6l4rF7zI-
DETERMINATION OF ACTUARIAL
ACCRUED LIABILITY (AAt)
t. Active Members

a- Retirement Annuities
b. Disability Benefits
c. Survivofs Benefit
d. Deferred Retirements
e. Refunds Due to Death or Withdrawal
f. Total

Deferred Retirements
With Future Augmentation

Former Members Without
Vested Rights

Annuiunts in MPRIF

2.

3.

s95,222
ll,l14
2,619

L2,855
13,198

$135,008

$213,703
1 1,103

3,890
12,LM
(5,447)

$235,353

18,090

284

14.r',906

0

B.

c.

_____$399033_

$398,633
431,134

_1s32J91)

$2,374,370

-1.37%

MILLIMAN USA
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c.

D.

Correctional Employees Retirement Fund

Changes tn unfunded Actuar:;n:{,"ed Liabitity (UAAL)

YEAR ENDING JUNE 30, 2OO1

UAAL AT BEGINNING OF YEAR

CHANGE DUE TO INTEREST REQI.'IREMENTS
AI.ID CT,RRENT RATE OF FI,NDING

1. Normal Cost and ExPenses

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

4. Total (BI+B2+B3)

E)(PECTED UAAL AT END OF YEAR (A+B4)

TNCREASE (DECREASE) DL]E TO ACTUARIAL LOSSES (GAINS)

BECAUSE OF DEERIENCE DEVIATIONS FROM E)(PECTED

l. Salary Increases

2. Investment Return

3. MPRIF Monality
4. Mortality of Other Benefit Recipients

5. Other Iters

6. Total

UAAL AT END OF YEAR BEFORE PLA}I AIVIENDMENTS

AND CHANGES IN ACTUARIAL ASSI.JMPTION (C+D6)

CHANGE IN UNF{.JNDED ACTUARIAL ACCRUED LIABILITY
DUE TO CI{ANGE IN ACTUARIAL METHODS

CHANGE IN UNFTJI{DED ACTUARIAL ACCRUED LIABILITY
DTIE TO CTIANGES IN ACTUARIAL ASSUMPTIONS

UAAL AT END OF YEAR (E+F+G)

TABLE 10

(s27,079)

$18,951
(16,648)
(2,204)

$99

($26,980)

($12,263)

Q,628)
(3,332)

0

L2,702

($5,521)

($32,501)

_____G2J9l)

E.

F.

G.

H.

MILLIMAN USA
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Correctional Employees Retirement Fund

Determi n atio n Of Contribution S ufficiency
(dollars in thousands)

JULY I,2OO1

TABLE 11

Dollar
Amount

A. STATUTORY CONTRIBUTIONS - CHAPTER 352

1. Employee Contributions
2. Employer Contributions

3. Total

B. REQT,JIRED CONTRIBUTTONS - CHAPTER 3s6

1. Normal Cost
a. Retirernent Benefits
b. Disability Benefis
c. Survivors
d. Defened Retirement Benefits
e. Refrurds Due to Death or Withdrawal

f. Total

2. Supplemental Contribution Amortization
byJuly 1,2031ofUAAL

3. Allowance for Expenses

4. Total

Percent of
Payroll

5.690/o

7.98o/o

$7,274
10,201

13.670/o ____$lfi_

10.85%
1.25o/o

0.27o/o

l.3lo/o
t.3t%

$13,873
1,597

340
1,679
1,672

$19,161r499%

-1.37%

0.19o/o

(1,751)

243

c. CoNTRIBUTION SIIFFICIENCY (DEFICIENCY) tA3-Ml -0.t4%

Note: Projected Annual Payroll for Fiscal Year Beginning on JULY 1, 2001 is $127,835.

13.81o/o _____gzr5r

(s178)

MILLIMAN USA
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Summary of Actuarial Assumptions and Methods

Interest: Pre-Retirement 8.5% per annum
Post-Retirement: 8.5% pr annum

BeneJit Increases Payment of eanrings on retired reseryes in excess of 60/o

Afier Retirement

Salary Increases:

Mortality: Pre-Retirement:
Male - 1983 GAM (Mates -1)
Female - 1983 GAI\{ (Females)

Post-Retirement:
Male - 1983 GAI\{ (Males +2)

Female - 1983 GAI\{ @emales +2)

Post-Disability:
Male - Combined Annuity Mortality Table
Female - Combined Annuity Mortality Table

RetirementAge: Age-related table as follows:

Ages: 50-53 2%
54 20
55 60

5661 20
62-64 s0
65+ 100

Separation: Graded rates based on actual developed by the Jrure 30,

1997 experience analysis. Rates are shown in rate table.

Disability: Rates as shown in rate table.

Administrative Expenses: Prior year administration expenses expressed as percentage of
prior year payroll.

TABLE 12
Comectional Employees Retirement Fund

accormted for by using a 6% post-retirement assumption

Reported salary at valuation date increased according to the rate
table on pages l8 and 19 to current fiscal year and anntrally for
each firture year. Prior fiscal year salary is annualized for new
Members.

MILLIMAN USA
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Return of
Contributionsz

Family Composition:

Social Security:

Sp ec ial Co nsideration:

Actaarial Cost Method:

Asset Valuation Method:

Payment on the
Unfunded Actuarial
Accrued Liability:

TABLE 12
(Contiru,ed)

All employees withdrawing after becoming etigible for a deferred
benefit take the larger oftheir contributions accumulated with
interest or the value of their deferred benefit.

85% of Members are assumed to be married. Female is three years
younger than male.

Based on the present law and 6.O%orctoactive salary scale. Only
earnings history while in state service is used. Future Social Security
benefits replace the sarne proportion of salary as at present.

Married Members assumed to elect subsidized joint and survivor
form of annuity as follows:

Males - 25o/o elect 50% J&S option
25%o electl00% J&S option

Females - 5%eler;t10%oJ&S option
SYo elect 100% J&S option

Entry Age Normal Acttrarial Cost Method with normal costs expressed
as a level percentage of earnings. Under this method, Actuarial Gains
(Losses) reduce (increase) the Unfunded Actuarial Accrued Liability.

The actuarial cost method was changed as of July 1,1997 to permit
negative ^m orlrzatton of supplemental contibution surpluses.

Market Value less a percentage of the Unrecognized Asset Return
determined at the close of each of the four preceding fiscal years.
Unrecognized Asset Return is the difference between actual net
return on Market Value of Assets and the asset retunx expected
duing that fiscal year @ased on the assumed interest rate
employed in the Juty I Actuarial Valuation of the fiscal year).
Transition rules apply between July l, 2000 and July l, 2003,
when the method is fuIly in effect.

A level percentage of payroll each year to the statutory amortization
date assuming payroll increases of 5o/o per annum. If there is a
negative Unfunded Actuarial Accrued Liability, the surplus amount
shall be amortized over 30 years as a level percentage of payroll.

MILLIMAN USA
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TABLE 12
(Couimrcn)

Corectional Employees Retirement Fund

Summary of Actuarial Assumptions and Methods

Separation Erpressed as Number of Occumences Per 101000:

Death Withdrawd Disebititv Retirement Salary
Ase Male Female IltIaIe Femde IVIale Femde l\fiale Female Increases

20

2t
))
23

24

,<
26
27
28

29

30

3l
32

33

34

35
36

37

38

39

40
4t
42

43
44

45

46
47
4E

49

4
4
4
4
4

0

0

0
0

0

2,400
2,200
2,000
l,El0
1,630

1,470
1,330

1,210
1,100

1,000

1,600 4
1,560 4
1,520 5

1,480 5

1,450 6

1,420 6
1,400 6

1,3t0 7

1,370 7

1,360 I

1,350 8

1,340 9

1,330 9

1,320 10

1,310 10

1,290 I I
t260 t2
1,220 13

1,170 15

l,ll0 16

7.75%
7.1454
7.tog4
7.0725
7.0363

1,040 18

960 20
870 22
780 24
700 26

ilo 29
590 32
550 36
530 4t
500 46

910
E30

760
700
6s0

500
s60
520
490
450

440
420
400
380
360

340
320
300
280
260

8

9

9

l0
10

0

0

0

0

0

8

9
9

l0
t0

19

22
25

28
3l

ll
t2
l3
l5
l6

0

0
0

0

0

7

6.9019
6.8074
6.7t25
6.6054

6.5
6.354
6.2087
6.0622
5.9048

5.75
5.6940
5.6375
5.5822
5.5405

ll
t2
l4
l5
t7

7

7

8

8

9

l0
ll
t2
t4
15

l8
20
,)
24
26

29
32
36
4t
46

MILLIMAN USA
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TABLE 12
(Contirued)

Corectional Employees Retirement Fund

Summary of Actuarial Assumptions and Methods

Separation Expressed as Number of Occurences Per 101000:

Death Withdrawal Disabilitv Retirement Salary
4gg Male Female Male Female Male Female Male Female Increaseq

50 200
57 200
& 200
72 200
80 2,000

50

57

il
72

80

240
220
200
180

160

50 35

5t 39
52 43

53 48
54 52

0

0

0

t6
l8
l9
2t
23

470
440
410
390
350

200
200
200
200

2,000

6,000
2,000
2,000
2,000
2,000

2,000
2,000
5,000
5,000
5,000

5.5%
5.43E4
5.3776
5.3167
5.2826

5.25
s.25
5.25
5.25
5.25

5.25
5.25
5.25
5.25
5.25

5.25
5.25
5.25
5.25
5.25

5.25

88

98
108

118
129

t4t
154
167

0

0

25 140 330 88
28 120 290 98
31 100 230 108
34 70 170 118
38 40 90 129

4200141
4?00t54
5200167
s8000
64000

71 000
78000
87000
97000
109000

55 57

56 6t
57 66
58 7l
59 77

50 84

61 92
62 101

63 lll
64 t24

6,000
2,000
2,000
2,000
2,000

2,000
2,000
5,000
5,000
5,000

65 t29
66 156

67 176
68. 198

69 222

0

0

0
0

0

0

10,000 10,000
00

0
0
0

12424870

MILLIMAN USA
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TABLE 13

Correctional Employees Retirement Fund

Summary of Plan Provisions

GEI\ERAL

Eligibitity: State employees in covered correctional service.

Contributions:

Member: 5.69% of salary.

Employer: 7.98% of salary.

Allowable Semice: Service during which Member contributions were made. May also

include certain leaves of absence, military service and periods
while temporary Worker's Compensation is paid.

Salary: Includes wages, allowances and fees. Excludes lumpsum
payrnents at separation and reduced salary while receiving
Worker's Compensation benefits.

Average Salary: Average of the five highest successive years of salary. Aver4ge
Salary is based on all Allowable Service if less '\an five years.

RETIREMENT

N o r mal Retir e ncnt B en efit

Eligibility: Age 55 and three years of Allowable Service under the
Corectional and General Plans. Proportionate Retirement Annuity
is available atage 65 and one year of Allowable Service.

Amount: 2.4o/o of Average Salary for each year of Allowable Service, pro
rata for completed months.

MILLIMAN USA
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Eorly Retiremcnt B eneJit:

Eligibility:

Amount:

Form of Payment:

Benefit Increases:

DISABILITY

O c c up atio n al D is a b ility :

Eligibility:

Amount:

TABLE 13
(Contbrued)

Age 50 and three years of Allowable Service.

Normal Retirement Benefit based on Allowable Service and
Average Salary at retirement date reducedby 2/10% permonth
for each month tbat the Member is nnder age 55.

Life annuity. Actuarially equivalent options are:

50Yo or 100% joint and survivor with bounce back feattre
without additional reduction. 15 year certain and life benefits.
Level Social Security option either to age 62 or Social Security
Retirement Age.

Benefits may be increased each January I depending on the
invesfinent performance of the Minnesota Post Retirement
Investrnent Fund (MPRIF). A benefit recipient who has been
receiving a benefit for at least 12 full months as of Jr:ne 30 u/ill
receive a full increase. Members receiving benefits for at least
one full month but less than 12 full montbs will receive a
partid increase.

Member who cannot perform his duties as a direct result of a
disability related to an act of duty.

50% of Average Salary phs2.4%o of Average Salary for each
year in excess of 20 years and l0 months of Allowable Service
(pro rata for completed months). Marimum of 75Yo of
Average Salary.

MILLIMAN USA
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TABLE 13
(Continued)

Payment begins at disability and stops at age 65 or the five-
year anniversary of the effective date of the disability
benefit, whichever is later. Payments stop earlier if
disability ceases or death occurs. Benefits may be paid
upon re-employment but salary plus benefit cannot exceed
current salary of position held at time of disability.

Non-O c c up atio n al D is ability :

Eligibility: At least one year of Correctional service and disability not
related to covered employment.

Amount: Normal Retirement Benefit based on Allowable Service
(minimum of 15 years) and Average Salary at disability.

Payment begins at disability and ends at age 65 or the five-
year anniversary of the effective date of the disability
benefit, whichever is later. Payments stop earlier if
disability ceases or death occurs. Benefits may be paid
upon re-employment but salary plus benefit cannot exceed
current salary of position held at time of disability.

Form of Payment: Same as for retirement.

Benefit Inueases: Adjusted by MSRS to provide same increase as MPRIF.

Retirement BeneJits:

Eligibility: Age 62 with continued disability.

Amount: Benefit computed as a normal retirement benefit under
General Plan based on same Allowable Service and without
reduction for age.

Form of Payment: Same as for retirement.

Benefit Increases: Same as for retirement.

MILLIMAN USA
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DEATH

S amiving Spouse B enefit:

Eligibil@:

TABLE 13
(Conthued)

Member at any age or former Member age 50 or older wtro dies
before retirement or disability benefits courmence with thee
years of Allowable Service. If a fomrer Member dies before
age 55 and has less than 30 years of Allowable Service,
benefits commence when the forrrer Member would have been
age 55. If an active member dies, benefits may commence
immediately, regardless of age.

Surviving spouse receives the 100% joint and survivor benefit
using the Normal Retirement formula above. If com-
mencement is prior to age 55, the appropriate early retirement
formula described above applies except that one-half the
monthly reduction factor is rsed from age 55 to the
commencement age and the Rule of 90 does not apply. In lieu
of this benefit" the surviving spouse may elect a refund of
contributions with interest or an actuarially equivalent tenn
certain annuity (lump sum payable to estate at death).

Adjusted by MSRS to provide same income as MPRIF.

Amount:

Benefit Increases:

S urviving Dependent Children's B enetit:

Eligibility:

Amount:

If no strrviving spouse, all dependent children (biological or
adopted) below age20 who are dependent for more than half of
their support on deceased Member.

Actuarially equivalent to surviving spouse 100% joint and
survivor annuity payable to the later of age 20 or five years.
The amount is to be proportionally divided among surviving
children.
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TABLE 13
(Contirued)

Refund of Contributions With Interest:

Eligibility: Active employee dies and survivor benefits are not payable or a
former employee dies before annuity begins. If acctrmulated
contributions with interest exceed total palments to the

ving spouse and children, then the remainder is paid out

Amount: The Member's contributions with 5% interest if death occurred
before May 16, 1989 and 5% interest if death occured on or
afterMay 16, 1989.

TERMINATION

Refiad of C o ntr ib utio ns :

Eligibility: Termination of state service.

Amount: Member's contributions with 5% interest compounded annually
if tennination occurred before May 16, 1989 and 6% interest if
temrination occurred on or after May 16, 1989. A defened
annuity may be elected in lieu of a refirnd if three or more years

of Allowable Service.

Defened Annuigt:

Eligibility: Three years of Correctional and General Service.

Amount: Benefit computed rmder law in effect at termination.
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TABLE 13
(Continued)

SIGI\'IFICANT CIIANGE S

No significant changes in plan provisions were recognized for this valuation.
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TABLE 14

Correctional Employees Retirement Fund

SCHEDULE OF FUNDING PROGRESS
(dollars ln thousands)

I I Actuarhl
I lctuartal I Accruea Lleblllly

Acruarlrl I vrtue of Asscts I tAlU
Vsluatlon Date I (A) I (B)

Unfunded
AAL

(UAAL)
,B-AI

Funded
Rrtlo

(A)/(B)

Acturl
Covered Peyroll
(Prevlous FY)

(c)

UAAL es 7o ot
Covered Pryroll

(B-A)/(C)

otruifgil - I - -1os,nt- -l- --- tn,r?t 94.430/o 43.429 14.38o/o

oitorltggz- | -t 
t,o5i- l-- IzrJB ,464 98.Olo/o 47,592 5.18%

[irolirigi-- I -- t35,e3e-- l-- t34pg0 (1,659) l0l.24o/o 52,122 -3.18o/o

otlolltigq- | --- tas,toi-l tsz,toz 4,539 97.O3o/o 54.673 8.30o/o

O-zrovriiS-l - t6s,n7-l- ts3/et
oltotngeal-Ts3;Brtl lzo,ese
oTtovtssT I -iqtgto I ---iii,et'

OLEq to7.78% 66,939 -17.83%

tz1gti, I13.38% 72,959 -tl.35o/o
(29,278 t13.77% I12.408 -26.05%
(33422 ll2.760/o 105,796 -3t.59%

ouorltigi - l- - rsfOt -l 30?/08 (28,0001 l09.ll% l06,l3l -26.38%

ozlornooo- --l - 386864 
-- | 3s9,885 (27,079 lO7.52o/o I12.587 -24.05o/o

wtouzoot - I --ar,r31 __l _---398,633 (32,501 108.15% 120,947 -26.87o/o

\
€
t\)
o\
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Actuarlally
Requlred

Contrlbullon Rete

Correctional Employees Retirement Fund

SCHEDULE OF EMPLOYER CONTRIBUTIONS
(dollars ln thousands)

Actual
Member

Contrlbutlons

TABLE 15

Perccntrge
Contrlbuted

Year Endcd
June 30

leei
-iggz
- 

1993
10.82%- tt.qlo - -

iof.s6%
104.9tr/o

- %:st%
_tot.on

9792%
t00.62%
t e7o%
l12.20o/o

iidrr%
ibi.ad%

-100.56%

1994
i gqs

tgg6
t997 ll.2lo/o

t2.49%

12.99o/o
---ii.66,/, n{
---1i lfv"-;*

* Includes contributions from other sources (if applicable).
** Actuarially Required Contribution Rate calculated according to parameters of GASB 25 using a 30-year amortization of the

negative unfunded accrued liability.
***Actuarially Required Contribution Rate prior to change in Asset Valuation Method is 13.34o/o

I t.30%- rl.rix

\I(\
t\)\

-- -- -ltViail-
_______ lt,sizl _

52,1221-iq,otil -
* - -o6,gie l-

ii,gsgl-

-- 
- r p.aqpf--

105,7961

- loo,ijr I

nrJ-871--
_-_]4sztlT--

2,128 2,532 2,731
2,332 2,817 2,955
2,554 3,393 3,217
z,oli 3,319 3,355
3,280 4,284 4,195
3,575 4,531 4,559
5,508 7,093 9,129
5,954 7,260 8.146

6,378 7,408 E,172- 
-o,szo 8,853 8,984

6,996 9,598
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Legislative Commission on
Pensions and Retirement

55 State Office Building
St. Paul, Minnesota 55155

RE: Legislators Retirement Fund

Commission Members:

Pursuant to the terms of our Actuarial Services Contract, we have performed an actuarial
valuation of the Fund as of July 1,2001.

The results of our calculations are set forth in the following report, as are the actuarial
assumptions upon which our calculations have been made. We have relied on the basic
employee data and asset figures as submitted by the Minnesota State Retirement System.

On the basis of the foregoing, we hereby certiff that, to the best of our knowledge and belief this
report is complete and accurate and has been prepared in accordance with the requirements of
Section 356.215, Minnesota Statutes, and the requirements of the Standards for Actuarial Work,
adopted by the Commission.

We, Thomas K. Custis and William V. Hogan, are actuaries for Milliman USA. We are

members of the American Academy of Actuaries and meet the Qualification Standards of the
American Academy of Actuaries to render the actuarial opinion contained herein.

Respectfully submitted,

Milliman U SA

-4' -L ,2" +t/"/*n- y' O.*, \.
fhomas K. Custis, F.S.A., M.A.A.A.
Consulting Actuary

. t ^ . / lt( r-t,,1-{-"*'-* V/ ' +7L;y'-" '.--
William V. Hogan, F.S.A., M.A.A.A.
Consulting Actuary

TKC/WVH/bh

1 5800 Bluemound Road, Suite 400
Brookfield, Wl 53005-6069
fet +1 262 ?84.2250

Fat +1 262 784.7287

www.milliman.com

December 7,2001
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Legislators Retirement Fund

Report Highlights
(dollars in thousands)

07t0r/2000
Valuation

07/ot/zoot
Valuation

A. CONTRIBUTIONS (Table I l)
1. Statutory Contributions - Chapter 3A

% ofPayroll

2. Required Contributions - Chapter 356

% of Payroll

3. Sufficienry @eficiency): (A.1. - A.2.)

FT.INDING RATIOS
1. Accrued Benefit Funding Ratio

a. Current Assets (Table l)
b. Cunent Benefit Obligations (Table 8)
c. Funding Ratio: (a/b)

Accrued Liability Funding Ratio
a. Current Asses (Table l)
b. Actuarial Accnred Liability (Table 9)
c. Funding Ratio: (a/b)

Projected Benefit Funding Ratio (Table 8)

a. Current and Expected Fufi:re Assets

b. Cunent and Expected Future Benefit Obligations
c. Funding Ratio: (a.tb)

PLA}.I PARTICIPA}.ITS
l. Active Members

Number (Table 3)
hojected Annual Earnings
Average Annual Earnings (Projected $)
Average Age
Average Service

2. Others
Service Retirements (Table 4)
Survivors (Table 5)
Disability Retirernents (Table 6)
Defened Retirements (Table 7)

Terminated Other Non-vested (Table 7)
Total

9.00% 9.00o/o

60.14o/o5s.88%

46.88% -51.t4%

$37,265 $42,608
$66,941 $72,588
55.670/o

B.

$69.364
s37,265

58.70o/o

$42,608
s75,072
56.760/o

$48,265
s80,729
59.79%

3.

53.72o/o

s43,343
$75,42
57.45o/o

c.

210
70

0

90

3

a.

b.

c.

d.

e.

a.

b.

c.

d.

e.

f.

173
$6,043

s34,932
53.8
11.8

r39
$5,646

$40,622
54.6
13.0

226
67

0

102
6

373 401
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Legislators Retirement Fund

Commentary

Purpose

The purpose of this valuation is to determine the financial status of the Plan. In order to
achieve this purpose, an actuarial valuation is made at the beginning of each fiscal year as

required by Section 356.215 of Minnesota Statutes.

Report Highlights

The financial status of the Plan can be measured by three different fimding ratios:

r The Accrued Benefit Funding Ratio is a measure of curent funding status and,

when viewed over a period of years, presents a view of the finding progress. It is
based upon benefits which have been earned by service to the valuation date. This
year's ratio is 58.70o/o. The corresponding ratio for the prior year was 55.67%.

r The Accrued Liability Funding Ratio is also a measure of fimding status and
firnding progress. It is based on the actr:arial cost method that has historically been

used by ttre State. For 2001 the ratio is 56.76Yo, which is an increase from the 2000
value of 53.72%.

r The Projected Benefit Funding Ratio is a measure of the adequacy or deficiency in
the contribution level. This year's ratio of 59.79% shows that the current statutory
contributions are

Asset Information (Tables I and 2)

While MinneSota Statutes have changed the specified method for deterrrination of
"Crrrent Assets," the new smoothing methodology is not applicable to this plan.

This ptan has only two reported assets - IT&BIF reserves and receivable non-segregated

member deposits. Each of these assets is valued on an "as reported" basis.

This Ptan participates in the Minnesota Post Retirement Investnent Fund (i.e., MPRIF).
After the MPRIF liability has been calculated for each participating Plan, the State Board
of Investnents, (i.e., SBI), will determine each Plan's portion of the excess earnings for the
January benefit increase as well as the Plan's allocated market share of MPRIF.

Actuarial Balance Sheet (Table 8)

An actuarial balance sheet provides a method for evaluating current and funre levels of
tunding.

MILLIMAN USA
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The Current Benefit Obligation used to measure ctrrent funding levels is calculated as

follows:

! For Active Members - Salary and service are projected to retirement to determine
benefits for each member and the ratio of credited service to total service
establishes the portion of the projected benefit to be used in calculating the current
firnding level.

r For Non-Active Members - The discounted value of benefits, including
augmentation in cases where benefits have not commenced.

GASB Disclosure

Disclosure of the Current Benefit Obligation amounts used to be required by Statement
No. 5 of the Govemmental Accountin[ Standards Board (GASB). However, Statement
No. 5 has been superceded by Statement No. 25. Tables 14 and 15 of this report are

included to fuIfillthe requirements of Statement No. 25.

Actuarial cost Method (Table 9)

The approach used by the State of Minnesota to determine contribution sufficiency is the
Entry Age Normal Actuarial Cost Method. The primary characteristic of this method is
that it allocates costs as a level percentage of payroll.

A comparison of this actuarial method (Table 9) to ttre achrarial balance sheet (Table 8)
illustrates the two techniques for allocating liabilities of active Members to past and future.
As noted in the prior section, the balance sheet allocates benefits and corresponding
liabilities, on the basis of service. The method used in Table 9 allocates liabilities so that
the cost each year will be a constant percentage of payroll. Both approaches, however,
calculate the value of all funre benefits the same way (see line F of Table 8 and line A6,
column l, of Table 9).

An Unfunded Actuarial Accrued Liability is computed r:nder the Entry Age Normal
Actuarial Cost Method by comparing the liabilities allocated to past service (Actuarial
Accrued Liabiliry) to the Current Assets. This amount, line 83, is firnded over the
remaining years to the amortization date by a series of palments that remain a constant
percentage ofpayroll each year.

The payments will increase 5.00% each year because that is the assumed rate of increase in
payroll. Although the payment schedule will be adequate to amortize the existing
unfirnded, the lower payments in the earlier years will not be sufficient to cover the interest
on the unfimded tiability. After a few years, the annual payment will cover the interest and
also repay a portion of the unfunded.

MILLIMAN USA
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Source of Actuarial Gains and Losses (Table 10)

The assumptions used in making the calculations using the Entry Age Normal Actuarial
Cost Method are based on long-term expectations. Each year the actual experience will
deviate from the long-term expectations. For a detailed analysis of the major components,
refer to Table 10.

Co ntrib ution S utfrcicncy (Tabk I I )
This report determines the adequacy of Statutory Contributions by comparing the Statutory
Contributions to the Required Contributions.

The Required Contributions, set forth in Chapter 356, consist of:

r Normal costs based on the Entry Age Normal Acturial Cost Method.

r A Supplemental Contribution for arnortizing any Unfiurded Actnarial Accrued
Liability.

r An Allowance for Expenses.

Table l1 shows the Plan has a contribution deficiency since the Statutory Contribution
Rate is 9.00% compared to the Required Contribution Rate of 60.14%.

C h ang es in A ct uarial As s umptio ns

There were no changes in actuarial assumptions since the last valuation.

Changes in Plan Provisions

There were no significant changes in plan provisions since the last valuation.
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Legislators Retirement Fund

Statement of Plan IVef Assefs
(dollars in thousands)

TABLE 1

Market Value Cost Value

JULY I,2OO1

A. ASSETS INTRUST
l. Cash, Equivalents, Short-term Securities

2. Fixed Income
3. Equity
4. Real Estate

5. Equity in MPRIF
6. Other

Subtotal

B. ASSETSRECETVABLE

C. LIABILITIES

D. NET ASSETS TIELD IN TRUST FOR PENSION BENEFITS
l. MPRIF Reserves

2. Mernber Reserves

3. Other Non-MPRIF Reserves

4. Total Assets Available for Benefits

$0
0
0

0

36,306
6,987

s0
0
0

0

36,306
6,987

v3,293

3

(688)

36,306
6,924
(622)

_______$4ra!_

943,293

J

(688)

36,306
6,924
(622)

______$1269!_

E. DETERMINATION OF ACTUARIAL VALUE OF ASSETS

L Market Value of Assets Available for Benefits @4)
2. Unrecognized Asset Returns (UAR)

a. June 30, 2001

b. June 30,2000
c. June 30, 1999

3. UAR Adjustrnent: .80 * (82.a) + .60 * (E2.b) + .30 * (82.c)

4. Actuarial Value of Assets (El - E3)
(Same as "Current Assets")

s0
0
0

$42,608

_____a@_
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Lrgislatorc Retirement Fund

Statement of Change ln Plan Nef Assefs
(dollars in thousands)

YEAR EI{DING JI.]NE 30,2OO1

Non-MPRIF
Assets

MPRIF
Reserve

TABLE 2

Market
Value

ASSETS AVAILABLE AT BEGINNING
OF PERIOD

ADDITIONS

Mernber Contributions
Employer Contributions
Contibutions From Other Sources

MPRIF lncome
Net Investnent Income
a. Interest and Dividends
b. Net Realized Gain (Loss)

Net Change in Unrealized Gain (Loss)

Investrnent Expenses

e. Net Subtotal
6. Other

7. Totzl Additions

OPERATING E)(PENSES

l. Service Retirernents
2. Disability Benefis
3. Survivor Benefis
4. Refunds

5. Administrative Expenses

6. Other

7. TotalDisbursements

OTHER CIIANGES IN RESERVES

1. fuinuities Awarded
2. Mortality Gain[oss

3. Total Other Changes

ASSETS AVAILASLE AT END
OF PERIOD

$6,331 s30,934 s37,265

s527
5,039

0

4,7il

B.

1.
7

3.

4.

5.
0
0

0

0

$0
0
0

4,7&

0

0
0

0

s527
5,039

0

0

0
0

0

0
c.

d.
0
2

$5,568

s589
0

0
72

29
32

0

0

0

0

s10,332v,7il
C.

$4,267
0
0

0

0

0

$4,856
0
0

72

29
32

s722 $4,267 $4,989

D.

E.

(4,216)
(6se)

4,216
6s9

0
0

F. DETERMINATION OF CURRENT YEAR UNRECOGNZED ASSET RETURN
1. Average Balance

(a) Non-MPRIF Assets Available at Beginning of Period

Less Non-Segregated Member Deposits
(b) Non-MPRIF Assets Available at End of Period*

Less Non-Segregated Member Deposits
(c) Average Balance { [Fl.a + Fl.b - B5.e -86) I 2 |

2. ExpectedReturn:.085 * Fl.c
3. Actual Retum
4. Current Year Unrecognized Asset Return: F3 - F2

* Before adjustnentfor MPNF mortality gain/loss

(4,875) 4,875

_______$6392_ _____136306_ ____146q!_

0

0
0
0
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Table 3

Legislators Retirement Plan

Active Members as of June 30.2001

Years of Service

&
<25

2s-29

30-34
3s-39

404
4549

50-54
55-59

60-il
65+

<l 14 5-9 10-14 15-19

Average Annual Earninss

Years of Service

0
0

0
I

0
0

0
0

0
0

l0
7

3

3

0
0

0
6

5

ll
l0
4

5

6

20-24 25-29

00
00
00
00
00
00
31
43
33
42

Ase
<25

25-29

30-34
35-39

404
4549

50-54
55-59

60-il
65+

ALL.

5-9

0
0

0
39,388

38,573
39,120

38,633
39,272

38,712
39,388

38,9961

10-14

0
0

0
38,925

31,94
39,134

38,256
36,173

39,851
40,137

37:ifr6i,6

t5-19

0
0

0
0

0
0

39,903
40,231

39,405
38,925
i. l:1.'

39;7"54

20-24

0
0

0
0

0
0

37,759
39,520

40,179
40,810

t39,6sz

25-29

0
0

0
0

0
0

40,315
39,851

38,906
38,925

" I Y..r_j.l

393s?,

30+ :<1 l4

00
0 41,305

43,909 40,315

0 38,925
0 40,315

0 36,076
0 38,925

0 33,007

0 40,315

43909 37;86

&
. AII

Prior Fiscal Year

s-9

1,832

Thousands) by Years of Service

15-19 20-24 2s-29
' : j .:1

,,:,4;7 :. ,: ,, 555 -, 
3,*.

l0-14

l;271
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0

0

0

2

0

0
0

0
0

3

4

0
0

I
I

J

I
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4
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Table 4

Legislators Retirement PIan

Service Retirements as of June 30.2001

Years Retired
20-24 25+ All

o o .. , ,,,,:iif ,p,itl,
0 0 ,,,.. ,t1;

o o i;:,,,: 
1j,ifii'.,0 0 

,1,1fl1,:. :i !i!"illl i0 0 ,:,50i,;,

O O ,11l,,,,1rri6i[-,
t::+1 o,' t.3'P.;'"

15 0 : ''4',
3 g]: ;ffi1

.:.,.. ..-".:(? ! :": ll :T;"" , .. . .* ':'.

',: 1p,_- ;i..,i,P .".-.i 24 
,,

15-19

0
0

0
0

0
0

28
8

0
1r:... .1," 1 '.j ' 

1

-,^,."_'-.,.1..-6.. .'

Ag9 <1 14 5-9 10-14

<500000
50-540000
55-596400
60-&92010
65-69 4 l8 28 0

70-74 0 12 27 2t

75-790055
80-840001
85+0001

' .:-1"j*q..l:j ,:t, .f, .:-'1 -,....1 .i..'' -'. I -:-:: 1 -'l-r 
.i:. . 1:'

. , L.:i'r,;.:,i.-t9.;r , '",..''',.51., . - ',6"1, ;, 2p.r

Averase Annual Benefit

Years Retired

Are
<50

50-54

s5-59
60-il
6s-69
70-74

75-79
80-84
85+

ALL

<1 14
00
00

8,163 8,302
t6A2L 15,297

32,106 17,883
0 16,872

00
00
00

",:l:'Lt. . " "iri: .i-: ::: 1

F,,ils ,i:.!599t

5-9

0
0

0
22,281,

20,19L
22,626

18,023

0
0

21,t25,

10-14 15-19 20-24

0
0

0
0

0
0

21,393
28,922
25,030

n,91r',

0
0

0

0

0
0

0
0

00
17,661 0

10,531 19,208
33,329 23,024
11,054 0

. '::. "' :' ',

l:6JLi' :',);;' 20,056.

Total Annual Benefrt (in thousands) by Years Retired

<1 14
3/5 : , ,!63

Ase
All

5-9 10-14 15-19
, :. - fj1:.

Page 8
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Table 5

Legislators Retirement Plan

Survivors as ofJune 30. 2001

Years Since Death

15-19 20-24 25+ 
;,

0 0 0i.
0 0 0!.r
110,,:
0 I 0,:
0 o 0.i
o o 2 

:',,'

1 I 1*
O I li'r
Ol6''

' rj 
:: i. ''jr ' ,r 1"rr :.

, !,-r.,,.2 ', 
r....- .5r" i::-Lj.lror' ,

& <l 14 5-9 10-14

<500200
s0-540100
55-591010
60-@ ' 0 2 2 I

6s-691r20
70-740351
75-790122
80-840234
85+0364

l:.':,,I1..., ,*-"""1' :,1'" ' ; 111.{."-r'' -" " i ,.;".;1. 
- -.:"' , ';,.-... ,

, tarlrt: 
;,.:,i;:;, i-" .',,*.:J{-., .il', , .,- i72l

Averase Annual Benefit

Years Since Death

Ase
<50

50-54

55-59
60-u

65-69
70-74

75-79
80-84
85+

<1

0
0

15,084
0

54,579
0

0
0
0

t4
1,310
5,240

0
9,684

1,731
16,420

38,514
8,363

15,145

20-24

0
0

13,311

21,487

0
0

3,256
5,237

16,563

11,9?tj

ryls-19
000
000

8,603 0 42,986
14,853 10,193 0

7,099 15,960

8,475 5,602
9,654 14,532
9,811 9,145

0
0

6,360
0
0

ALL,

Totd Annual Benefit (actual dollars) by Years Since Death

l'$l-9r5r,,,," 1 l;-691

<l
69,64

4E
All

t4
173,890

5-9 10-14 15-19 20-24 25+

192A65 , 132,060| +:9,iq6 59,855' ''101;360
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Table 6

Legislators Retirement Plan

Disabili(v Retirements as of June 30.2001

Years Disabled

Ag9 <1 14 5-9 10-14 15-19 20-24 25+ 4[1i;,.

<50 o 0 o o o o 6 .;0
50-54 O O 0 0 0 0 0 i:lj "r!ii'*
55-59
60-&

o o o o o o o ''6
O O O O O 0 0 ',',.r.,iO'

1, ;. ,"1;r:':'.

O O 0 O 0 0 0 i ','r;,;i.p;l;,

O 0 0 0 0 0 0 ^ l'",,i p.,
65-69
70-74

7s-7g o o o o o o o -"..,.1,b-,:.'
80-84 O O O O 0 0 0')',';;'.:0..
85+ o 0 o 0 0 0 0 .' .,,::,.9:.,

Averase Annual Benelit

Years Disabled

&
<50

50-54

55-59
60-64

65-69
70-74

75-79
80-84
85+

ALL

l4 5-9

0
0

0
0

0
0

0
0
0

^. 'O

20-24

0
0

0
0

0
0

0
0
0

'',1, 0

<l
0
0

0
0

0
0

0
0
0

_0

10-14 t5-19 25+ ;., #ril0 ri ., illi ,,o ; ,j,1;00,,

o ,. i ui,il,o,
0" 0

. - .,1+r iii'ili li'o ,,,i,,,.i:ff:.prl;
0 i,,r, .'j.,,:iii ;,

,.._,ii-i.: ,,<,',

0 i, :.,iiiil0,".
o :' 

"l-"'':'oL,,1., ,, ti[i'o',
9, .,, ,. .:;t19 ,

0
0

0

0

0
0

0
0

I
0

0
0

0
0

0
0

0
0
0

0

0
0

0
0

0
0

0
0
0

,:.0

&
All

Total.dnnual Benefit (in thousands) by Years Disabled

5-9 10-14 15-19 20-24 .l[! ,.,,

il:,,.i g
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TABLE 7
Legislators Retirement Fund

Reconciliation Of Members

Actives

Terminated
Defened

Retirernent
Other

Non-Vested

0

0
0

0
0

0
(2)
(l)

90

l6

(1 1)

0
0
0

(1)
0

(2)
0

10

t73

4

D.

A. ON JIJNE 30, 2000

B. ADDITIONS

C. DELETIONS
1. Senrice Retirernent
2. Disability
3. Death
4. Terminated - Deferred
5. Terminated - Refirnd
6. Terminated - Other Non-Vested
7. Retumed as Active
8. Transferred to Other Fund

DATA ADruSTMENTS

Vested
Non-Vested

TOTAL ONJIJNE 30,2OOI

A. ON JUNE 30, 2000

B. ADDITIONS

C. DELETIONS
1. Service Retirement
2. Death

3. Annuity Expired
4. Returned as Active

DATA ADruSTMENTS

TOTAL ON JI.'NE 30,2OOI

(8)
0
0

(14)
(1)
(3)
0
0

(r2)

r02E.

1,17

22

139

Recipients

Retirernent
Annuitants Disabled Survivors

210

19

0
(2)
0
0

70

)

0

0

0
0

0

0
(4)
0

0

(l)

67

D.

E.

MILLIMAN USA

226

Page I I

6

0

0



A.

B.

c.

D.

Legislators Retirement Fund

Actuarial Balance Sheef
(dollars in thouands)

JI.'LY I,2OOI

CURRENTASSETS CTABLE I, E6)

E)(PECTED zuTLIRE ASSETS
1. Present Value of Expected Futtue

Statutory Supplernental Contributions (See Table l1)
2. Present Value of Future Normal Costs

3. Total Expected Futr:re Assets

TOTAL CT.JRRENT AI.ID E)(PECTED FUTURE ASSETS

TABLE 8

$42,608

$0

5,657

-S5'es?_____$4g2gr

TotalCURRENT BENEFM OBLIGATIONS
1. Benefit Recipients

a. Retirernent Annuities
b. Disability Benefits
c. Surviving Spouse

and Child Benefis

2. Deferred Retirements with Futue Augmentation

3. Former Members without Vested Rights

4. Active Members
a. RetirernentAnnuities
b. Disability Benefis
c. Survivot's Benefits
d. Defeired Retirements
e. Refund Liability Due

to Death orWithdrawal

Non-Vested Vested

611

0

198

120
0

Ml,315
0

6,600

8,309

69

14,003

0
0

1,330

33

M1,315
0

6,600

8,309

69

14,614
0

198

1,450

33

5. Total Current Benefit Obligations

E. E)(PECTED FUTURE BENEFIT OBLIGATIONS

F. TOTAL CI.JRRENT AI.{D E)(PECTED FUTURE BENEFIT OBLIGATIONS

G. CURRENT LINFUNDED ACTUARIAL LIABILITY (D5-A)

H. CLJRRENT AI{D FUTURE UNFUNDED ACTUARIAL LIABILITY (F-C)

s929 $71,659 $72,588

$8,141

--$!9J2e-
$29,980

s32,4&

MILLIMAN USA
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TABLE 9

Legislators Retirement Fund

Determination Of ltnfunded Actuarial Accrued Liability (UAAL)

And Supplemental Contrtbution Rate
(dollars in thousands)

JULY 1,2001

DETERMINATION OF ACTUARIAL
ACCRUED LIABILITY (AAL)
1. Active Mernbers

a- RetirementAnnuities
b. Disability Benefits
c. Snrvivor's Benefit
d. Deferred Retirements
e. Refunds Due to Death or Withdrawal
f. Total

Deferred Retirements
With Fuhue Augmentation

Former Members Without
Vested Rights 

.

Annuitants in MPRIF

Actuarial
Present Value
ofProjected

Benefits--_-TT-

$21,730
0

301

2,348
57

Actuarial
Present Value

ofFuture
Normal Costs

Actuarial
Acqued
Liability

-Fr;tl4zj-

$17,704
0

17t
1,290
(386)

s18,779

8,309

69

36,306

11,609

s4,026
0

r30
1,058
43

2.

3.

$24,436

8,309

$5,657

5. Recipients Not in MPRIF

69

36,306

11,609

6. Total ____$$_,72e_ ________$si51_

DETERMINATION OF UNFUNDED ACTUARIAL ACCRUED LIABILITY (UAAL)
1. AAL (4'6)
2. Current Assets (Table I, E6)
3. UAAL (Bl-B2)

DETERMINATION OF SI,JPPLEMENTAL CONTRIBUTION RATE
l. Present Value of Future Payrolls Through

the Amortization Date of July L,2020

2. Supplernental Contribution Rate (83/Cl)

B.

C.

______s7r-w_

$75,072
42,608

___ sne-

$77,671

41,.80o/o

MILLIMAN USA
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B.

Legislators Retirement Fund

changes ln llnfunded Actuarial Accrued Liability (UAAL)
(dollars in thousands)

YEAR ENDING JI.'NE 30, 2OOI

UAAL AT BEGINNING OF YEAR

CHANGE DUE TO TNTEREST REQUIREMENTS
AI\[D CURRENT RATE OF FUNDING

l. Normal Cost and ExPerses

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

4. Total (BI+B2+B3)

E)(PECTED UAAL AT EI{D OF YEAR (A+B4)

TNCREASE (DECREASE) DIJE TO ACTUARIAL LOSSES (GATNS)

BECAUSE OF DEERIENCE DEVIATIONS FROM E)PECTED

l. Salary lncreases

2. lnvestnentRetum
3. IyPRIf Mortality
4. Mortality of Other Benefit Recipients

5. Other Items

6. Total

UAAL AT EI{D OF YEAR BEFORE PLA}.I A}4ENDMENTS
AlrD CHANGES IN ACTUARIAL ASSTTMPTION (C+D6)

CHANGE IN TJNFUNDED ACTUARIAL ACCRUED LIABILITY
DT'E TO CHANGE IN ACTUARIAL METHODS

CHANGE IN UNFUNDED ACTUARIAL ACCRUED LIABILITY
DIJE TO CHANGES IN ACTUARIAL ASSI.'MPTIONS

UAAL AT END OF YEAR (E+F+G)

TABLE 10

$32,099

$1,128
(5,566)

2,540

($1,898)

$30,201c.

D.

$569
562
658

(ss3)
L,027

E.

s2,263

$32,4@

0

0

______sne_

F.

G.

H.

MILLIMAN USA
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Legislators Retirement Fund

Determ i n ati o n Of Co ntri b utio n S uffi c i en cy
(dollars in thousands)

JULY 1,2OOI

TABLE 1I

Dollar
Amount

Percent of
Payroll

13.44o/o

0.00%
0.48%
2.660/o

r.28%

A. STAruTORY CONTRIBUTIONS . CHAPTER 34

1. Employee Contributions
2. Employer Contributions

3. Toal

1. Normal Cost
a- Retirernent Benefits

b. Disability Benefits

c. Survivors
d. Defened RetirEment Benefis
e. Refirnds Due to Death or Withdrawal

f. Total

2. Supplemental Contribution Amortization
byJuly 1,2020 ofUAAL

3. Allowance for Expenses

4. Total

9.00o/o $508
0.00o/o 0

9.00% $508

* Employer contributions are required to cover the portion of the benefit liabilities which are not

frmded by the member's accumulated contribution at the time of benefit cornmencement.

B. REQLTIRED CONTRIBUTIONS - CHAPTER 356

s7s9
0

27
150
72

t7.86% $1,008

41.80% 2,360

0.48o/o 27

c. CoNTRIBUTION SIJFFICIENCY (DEFICIENCY) [A3-B4] -st.t4vo

Note: Projected Annual Payroll for Fiscal Year Beginning on JULY 1, 2001 is $5,646.

60.r4% ______$J9r

($2,887)

MILLIMAN USA
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TABLE 12

Legislators Retirement Fund

Summary of Actuarial Assumptions and Methods

GENERAL

Interest: Pre-Retirement: 85%pr annum

Post-Retirement: 8.5Yo Pa annum

BeneJit Increases Payment of earnings on retired reserves in excess of 60/o

After Retiremcnt accounted for by using a 60lo post-retirement assumption. For
those not yet in pay status, a 5olo post-retirement interest rate is

used to account for the one-time adjnstrrent applicable at

retirement.

Salary Increases: 5.0% anntrallY

Mortalily: PreRetirement:
Male - 1983 GAM (Males -4)

Female - 1983 GAI'I @emales -2)

Post-Retirement:
Male - 1983 GAI\d (Males)

Female - 1983 GAM @emales)

Post-Disability:
Male - N/A
Female - N/A

RetiremcntAge: Age 62or if over age 62,one year from vah.ration date.

Separation: Rates based on years of service.

Year House Senate

t0%0%
2300
300
42025
500
6100
700
8510

MILLIMAN USA
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Disability:

Expenses:

Return of
Contributions:

Family Composition:

Social Security:

Acluarial Cost Method:

As s et Valuation M eth o d :

Paynunt on the
anfundcd Aciuarial
Accrued Liabiliry:

TABLE 12
(Coruirrued)

None

Prior year administration expenses expressed as percentage

of prior year payroll.

All employees withdrawing after becoming eligible
for a deferred benefit were assumed to take the larger of their
contibutions accumulated with interest or the value of their
defened benefit.

85% of Members are assumed to be manied. Female is three
years younger tban male. Each Member may have up to two
dependent children depending on Member's age. Assumed
first child bonr at Membet's age28 and second child born at
member's age 31.

N/A

Entry Age Normal Actuarial Cost Method based on earnings

and the darc the employee entered the plan is applied to all
plan benefits. Under this metho4 actuarial Gains (Losses)

reduce (increase) the Unfirnded Acttrarial Acsrued Liabitity.

Since the only assets of this plan are MPRIF assets plus non-
segregated member deposis identified as receivables of the
plaru dl assets are valued on an "as reported" basis.

A level percentage of payroll each year to the stahrtory
amortization date assuning payroll increases of 5.0o/o

per annum. If there is a negative UDfiDded Actr:arial
Accrued Liability, the surplus amount shall be amortized
over 30 yefis as a level percentage of payroll.

MILLIMAN USA
Page 17



TABLE 13

Legislators Retirement Fund

GENERAL

Eligibility:

Contributions:

Member:

Employer:

Senice:

Salary:

Average Salory:

RETIREMENT

No rmal Retirement B eneJit:

Summary of Plan Provisions

Members of the State Legislature elected to office before
July l, 1997 and who elect to retain coverage under this plan
(i.e., do not elect Social Security coverage.) A Member of
PERA who is elected to the Legislature may elect to remain a

Member of PERA and receive credit tmder PERA for service
as a legislator.

9% of salary.

No specified statutory contribution rate. State must contribute an
amount equal to the full annuity value at benefit commencement

less accumulated member contributions.

Crranted for the fulIterrr unless termination occurs before the end

of the term. Service during all or part of four regular legislative
sessions is deemed to be eight years of service.

Compensation received for service as a Member of the legislature.

Sdary includes the monthly compensation paid to a legislator and

the per diem payments paid during a regular or special session.

Sdary does not include additional compensation attributable to a
leadership position.

Average of the five highest successive years of salary.

Age 62 and either six full years of service or service during all or
part of four regular legislative sessions. For eligibility purposes,

service does not include credit for time not served when a
Member does not serve a full term of office.

Eligibility:

MILLIMAN USA
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Amount:

Early Retiremcnt Benelit:

Eligibility:

Amount:

Form of Payment:

Benefit Increases:

DISABILITY

DEATH BEI{EFITS

S urt'iving Spo use B enelit:

Eligibility:

TABLE 13
(Contirued)

A percentage of Average Salary for each year of service as

follows:

Prior to llll79 - 5Yo for the first eight years
-2.5% for subsequent years

After l2l3ll78
and Before 7ll/97 -2.5%
After 6/30197 -2.5o/o acttrarially increased for

6.0% post-retirement factor

Age 60 and either six full years of Service or Service druing all
or part offour regular legislative sessions.

Nomral Retirement Benefit based on service and Average
Salary at retirement date assuming augmentation to age 62
at3o/o per year and actuarial reduction for each month the
Member is under age 62.

Paid as a joint and survivor annuity to Member, spouse and
dependent children. Combined service annuitants wittr less

than six years of Legislator service may elect 100% joint
and survivor bounceback annuity or a tenn certain and life
annuity on an actuarially equivalent basis.

Benefits may be increased each January 1 depending on the
investnrent performance of the Minnesota Post Retirement
Investnent Fund (MPRIF).

None

Death while active, or after termination if service require-
ments for aNormal Retirement Benefit are met but
payments have not begrrn.

MILLIMAN USA
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Amount:

S un iving Dependent Children's B enefit:

Eligibility:

Amount:

TABLE T3
(Continued)

Survivor's payments of 50% of the retirement benefit of the
Member assuming the Member had attained normal
retirement age and had a minimum of eight years of
senrice. Benefit is paid for life. A former Member's
benefit is augmented as a Deferred Annuity to date of death
before determining the portion payable to the spouse. If the
legislator was at least age 60 at deatb, the sunriving spouse
may elect an optional joint and survivor annuity. If a
deferred benefit was not eligible to be in pay status before
July l, 1997, an actuarial increase shall be made for the
change in the post-retirement interest rates from syo to 6%.

Benefit Increases:

Refu n d of C o ntri b utio ns :

Eligtbility:

Amount:

TERMINATION

Refund of C ontrib utions :

Eligibility:

Same as spouse's benefit.

Benefit for first child is 25o/o of the retirement benefit
(computed as for surviving spouse) vorrhl2.5% for each
additional child. Maximum payable (including spouse) is
100% of the retirement benefit. Benefits cease when a
child marries or attains age l8 (22if afull-time studenQ.

Adjusted by MSRS to provide same increase as MPRIF.

Mernber dies before receiving any retirement benefits and
survivor benefits are not payable.

Member's contributions without interest.

Termination of service.

MILLIMAN USA
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TABLE 13
(Contirrued)

Amount: Member's contributions wift 5oZ interest comporurded
annually if termination occured before May 16, 1989 and

6% interest if termination occllrred on or after May 16,

1989. A defened annuity may be elected in lieu of a
refund.

Defened BeneJit:

Eligibility: Same service requirement as for Normal Retirement.

Amount: Benefit computed under law in effect at termination and

increased by the following annual percentage: 0%o before
7lll73;SYo from7lll73 to lill8l; and 5% thereafter until
the annuity begins. For Members who terminated prior to
July 1, 1997 but were not eligible to comrtence their
pensiors before July 1, 1997, the benefit shall be increased

to reflect the actuarial equivalent change in post-retirement
interest rate from 5%oto6%. Arnount is payable as a

normal or earlY retirement.

SIGNIFICANT CIIANGES

No significant changes in plan provisions were recognized for this vah.ration.

MILLIMAN USA
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TABLE 14

Legislators Retirement Fund

SCHEDULE OF FUNDING PROGRESS
(dollars ln thousands)

15,709

__!_q9q
19,632
26,710
29,042

I-,qe-l
34

31,716

32,099

_ 32,46!

50.40o/o __z4eol _ __!D&!y_

7,056 4ll.59o/o

i,?i7-f---- -.-io:.:-ly-1,U_t_ __ _aa?@t
g,_8-0el __ _ __ !66 14 

o/o_

5,808 552.67%
sia.is%5

Actull
Covered Peyroll
(Prevlous FY)Actuarlal

Vrluetlon Detc

nilolilgii-_ -
ottovt-ggi-
o7t0vt993
07t0vt994
07t0v1995
07tovt996

__gu_qt!!tn__
07/01/1998
07t01n999
0710v2000

- oTtovzooi

It,6e!__
15,160

18,738

21,213

25,678
31,212

37,265
42,608

48.33o/o
qsit%
46.65%
-4Lni'h

42.21o/o

42.76%
4qt60%

53.72o/o-io.toN

t
A(\
t\)
t\)
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zti.{t t
268.t2%
405.37o/o

4t.55%

UAAL es 7o of
Covercd Peyroll

221.94o/o

Actuerhl
Velue of Assels



43.96%
48.03%

47.19o/o

52.t2%
47.26%
60.t4%

* Includes contributions from other sources (if applicable).

Legislators Retirement Fund

SCHEDULE OF EMPLOYER CONTRIBUTIONS
(dollars in thousands)

Acturl
Covcred
PeyrollYear Ended

June 30

I 991

t9q2
32.620/o

30.49%

38.34o/o

1994
itts--

2,?:8_!

t,6!!

TABLE 15

I I1.05%
tet.g1,/,
1q.toy,

5,129

?,09_t
3,\9-2
5,039

!9582%
73.09%

125.72yo
n!$5%

2002

!
fi
t\)
(^)

Acturrlelly
Rcqulred

Contrlbutlon Rete

7,056

_ug_ 699

2,539

MILLIMAN USA

2001

590
6s9
593

635

564

612

____ 7,!29 674
5

l-,q18 527

ll2.98o/o

t997
1998

637
27.670/o

3t.t2%

41.54o/o

1,573

l-,!tl

715
2,655

ll6.98o/o

1999

523

l,5l I
3,176
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Legislative Commission on
Pensions and Retirement

55 State Office Building
St. Paul, Minnesota 55155

RE: Elective State Officers Retirement Fund

Commission Members:

Pursuant to the terms of our Actuarial Services Contract, we have performed an actuadal
valuation of the Fund as of July 1,2001.

The results of our calculations are set forth in the following report, as are the actuarial
assumptions upon which our calculations have been made. We have relied on the basic
employee data and asset figures as submitted by the Minnesota State Retirement System.

On the basis of the foregoing, we hereby certifu that, to the best of our knowledge and belief, this
report is complete and accurate and has been prepared in accordance with the requirements of
Section 356.215, Minnesota Statutes, and the requirements of the Standards for Actuarial Work,
adopted by the Commission.

We, Thomas K. Custis and William V. Hogan, are actuaries for Milliman USA. We are
members of the American Academy of Actuaries and meet the Qualification Standards of the
American Academy of Actuaries to render the actuarial opinion contained herein.

Respectfully submitted,

Milliman U S A
./"

.z/w / I

Thomas K. Custis, F.S.A., M.A.A.A.
Consulting Actuary

, 't' ,, ll
(. ct .r\Ln ^- v , o'{-,j*^

William V. Hogan, F.S.A., M.A.A.A.
Consulting Actuary

TKC/WVH/bh

1 5800 Bluemound Road, Suile 400
Brookfield, Wl 53005-6069
fet +1 262 744.2250

Fax +1 262 784.7287

www. m illiman.com

December 7,2001

OFFICES IN PRINCIPAL CITIES WORLDWIDE
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Elective State Officerc Retirement Fund

Report Highlights
(dollars in thousands)

07t0v2000
Valuation

07t01/2001
Valuation

CONTRIBUTIONS (Table 1 1)

1. Statutory Contibutions - Chapter 352C
% of Payroll

2. Required Contributions - Chapter 356

% of Payroll

3. Suffrciency @eficiency): (A.1. - A.2.)

FUNDING RATIOS
1. Accrued Benefit Funding Ratio

Cu:rent Assets (Table l)
Current Benefit Obligations (Table 8)

Funding Ratio: (a/b)

2. Accrued Liabilrty Frurding Ratio
a. Current Assets (Table l)
b. Actuarial Accrued Liability (Table 9)
c. Funding Ratio: (a/b)

3. Projected Benefit Funding Ratio (Table 8)
a. Current and Expected Future Assets

b. Cr.urent and Expected Future Benefit Obligations
c. Funding Ratio: (a/b)

PLAI\i PARTICIPA].ITS
1. Active Members

Number (Table 3)
Projected Annual Eamings
Average Annual Earnings (Projected $)
Average Age
Average Service

2. Others

Service Retirements (Table 4)
Survivors (Table 5)
Disability Retirements (Table 6)
Deferred Retirements (Table 7)

Terminated Other Non-vested (Table 7)
Total

371340

B.

(340)

$199
s3,535
s.63%

$199
$3,535
5.63%

$199
$3,535
5.63%

(371)

$201

s3,775
5.32o/o

$201
$3,775
s.32%

$201
s3,775
5.32o/o

a.

b.

c.

c.

0

$0
$0

0.0
0.0

8

5

0
4
0

t7

0

$0

$0
0.0
0.0

8

5

0
4
0

17

a.

b.

c.

d.

e.

a.

b.

c.

d.

e.

f.

* These amounts are in thousands of dollars.
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Elective State Officers Retirement Fund

Commentary

Purpose

The purpose of this valuation is to determine the financial stahrs of the Plan. In order to

achieve-this purpose, an actuarial valuation is made at the beginning of each fiscal year as

required by Section 356.215 of Minnesota Statutes.

Report Highlighfr

The financial status of the Plan can be measured by three different firndi"g ratios:

r The Accrued Benefit Frurding Ratio is a measure of current fimding stafis and,

when viewed over a period of years, presents a view of the firnding progress. It is
based upon benefits which have been earned by service to the valuation date. This
year's ratio is 5.32%. The corresponding ratio for the prior year was 5.63%.

r The Accrued Liability Funding Ratio is also a measure of funding status and

funding progress. It is based on the actuarial cost method that has historically been

used by the State. For 2001 the ratio is 5.32o/o,which is a decrease from the 2000
value of 5.63%.

r The Projected Benefit Funding Ratio is a meastue of.the adequacy or deficiency in
the contribution level. This year's ratio of 5.32olo shows that the ctlrent statutory
contributions are inadequate.

Asset Information (Tables I and 2)

The only assets of this plan are non-segregated member contributions. These assets are

shown on an "as reported" basis. No asset smoothing methodology would be appropriate.

Actuarial Balonce Sheet (Table 8)

An achrarial balance sheet provides a method for evaluating culTent and future levels of
turding.

The Current Benefit Obligation used to measure current funding levels is calculated as

follows:

r For Active Members - Sdary and service are projected to retirement to determine
benefits for each member and the ratio of credited service to total service
establishes the portion of the projected benefit to be used in calculating the current
firnding level.

r ForNon-Active Members - The discounted value of benefits, including
augmentation in cases where benefits have not commenced.

MILLIMAN USA
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GASB Disclosure

Disclosnre of the Current Benefit Obligation amounts used to be required by Statement

No. 5 of the Governmental Accounting Standards Board (GASB). However, Statement

No. 5 has been superceded by Statement No. 25. Tables 14 and 15 of this report are

included to fulfilIthe requirements of StatementNo. 25.

Actuarial Cost Method (Table 9)

The approach used by the State of Minnesota to determine contribution sufficiency is the

Eutry Age Normal Actuarial Cost Method. The primary characteristic of this method is

that it allocates costs as a level percent4ge of payroll. Since this plan has no active

members, the costs are shown as level dollar amounts.

A comparison of this actuarial method (Iable 9) to the actuarial balance sheet (Table 8)

illustrates the two techniques for allocating liabilities of active Members to past and future.

As noted in the prior section, the balance sheet allocates benefits and corresponding

Iiabilities, on the basis of service. The method used in Table 9 allocates liabilities so that
the cost each year will be a constant percentage of payroll. Both approaches, however,

calculate the value of all future benefits the same way (see line F of Table 8 and line A6,
colurnn l, of Table 9).

An Unfirnded Actuarial Accrued Liability is computed under the Entry Age Normal
Actuarial Cost Method by comparing the liabilities allocated to past service (Actuarial

Accrued Liability) to the Curent Assets. This amount, line 83, is fi.rnded over the

remaining years to the amortization date by a series of payments that remain a constant

each year.

Source of Actuarial Gains and Losses (Table I0)

The assumptions used in making the calculations using the Entry Age Normal Actuarial
Cost Method are based on long-term expectations. Each year the achral experience will
deviate from the long-term expectations. For a detailed analysis of the major components,

refer to Table 10.

C ontribution S uffrciency (Tab le I I )
This report determines the adequacy of Statutory Contributions by comparing the Stattrtory
Contributions to the Required Contibutions.

The Required Contributions, set forth in Chapter 356, consist of:

r Normal costs based on the Entry Age Normal Actuarial Cost Method.

r A Supplemental Contribution for amortiangarry Unfunded Actuarial Accrued Liability.

r An Allowance for Expenses.

MILLIMAN USA
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Table I I shows the Plan has a contribution deficiency since the Stanrtory Contribution

Amonnt is $0 compared to the Required Contribution Amount of $371,000.

C hanges in Aauarial Ass uruPtions

There were no changes in actuarial assnmptions since the last valuation.

Changes in Plf,r, Provisions

There were tro significant changes in plan provisions since the last valuation.
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A. ASSETS INTRUST
1. Cash, Equivalents, Short-term Securities
2. Fixed Income
3. Equity
4. Real Estate

5. Equtty in MPRIF
6. Other

Subtotal

B. ASSETS RECEryABLE

C. LIABILITIES

D. NET ASSETS HELD IN TRUST FOR PENSION BENEFITS

1. MPRIF Reserves

2. Member Reserves

3. Ottrer Non-MPRIF Reserves

4. Total Assets Available for Benefits

Elective State Officers Retirement Fund

Statement of Plan lVetAssefs
(dollars in thousands)

JULY 1,2001

TABLE 1

Market Value Cost Value

$202 $202

(1) (l)

$201 s201

$0 $0
00
00
00
00

202 202

00
1,94 t94

77

E. DETERMINATION OF ACTUARIAL VAIIJE OF ASSETS

1. Market Value of Assets Available for Benefits (D4)

2. Unrecognized Asset Retums (UAR)
a. June 30,2001
b. June 30,2000
c. June 30, 1999

3. UAR Adjustnrent: .80 * @2.a) + .60 * (E2.b) + .30 * (82.c)

4. Actuarial Value of Asses (El - E3)
(Same as "Cutent Assets")

s201

s0
0
0

201.

MILLIMAN USA
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Elective State Oflicerc Retirement Fund

Statement of Change ln Plan IVef Assefs
(dollars in thousands)

YEAR ENDING JIINE 30, 2OO1

Non-MPRIF
Assets

MPRIF
Reserve

TABLE 2

Market
Value

ASSETS AVAILABLE AT BEGINNING
OF PERIOD

ADDITIONS

1. Member Contributions
2. Employer Contributions
3. Contibutions From Other Sor:rces

4. MPRIF Income
5. Net lnvestnent Income

a. Interest and Dividends
b. Net Realized Gain (Loss)

c. Net Ctrange in Unrealized Gain (Loss)

d. Investnent Expenses

e. Net Subtotal
6. Other

7. Total Additions

OPERATING E)(PENSES

1. Service Retirements
2. Disability Benefits
3. Survivor Benefits
4. Refunds

5. Administative Expenses

6. Other

7. Total Disbr.rsements

OTIIER CHANGES IN RESERVES
l. Annuities Awarded

$199

$0
0

330
0

0

0

3

0

$0

$0
0

0

0

0

0

0

0

$199

B.

$0
0

330

0

0

0

3

0
0
0

s0

3

0

$333

3

0

$333

c.
$330

0

0

0

1

0

s330
0
0

0
I
0

$0
0

0

0

0

0

$331

2. Total Other Changes

E. ASSETS AVAILABLE AT Ei{D s20l s0

OF PENOD
F. DETERMINATION OF CURRENT YEAR UNRECOGNTZED ASSET RETURN

l. Average Balance
(a) Assets Available at Beginning of Period

Less Non-Segregated Member Deposits
(b) Assets Available at End of Period

Less Non-Segregated Member Deposits
(c) Average Balance { [Fl.a + Fl.b - B5.e -86) I 2 )
Expected Return: .085 * Fl.c
Actual Return
Current Year Unrecogmzed Asset Return: F3 - F2

$0 $331

D.

s201

2.

3.
4.

0
0
0
0

MILLIMAN USA
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Table 3

Elective State Officers Retirement Plan

Active Members as of June 30.2001

Years of Service

<1Ase L4 5-9 10-14 15-19 20-24 25-29 3GF

45 0 O O O 0 0 0 0 ,:1l';1i:;'q,'r
25-29 o o o o o o o o .u;i"1.,,.r0,",

. ".' -, .'.,,.1,
30-34 O 0 O 0 O O O O 

'li';;. ,.,,9,,.'
35-39 0 O 0 0 0 0 0 0 i.'.' 'g

4O400OOOOOO,.l;r,ii;lOr,l4s4s o 0 o 0 o o o o,ti 
...r: a0-,,,

.: ldso-54 o o o o o o 0 o ,:l"i"i:ir,i,,0,;,ss-se o 0 o o o 0 o oi;ii';,ffi]"
1'1" ;1 ;l'r ;i'i!i; li:1i'

6}-il O O O O O O O O i,i;',;.."-0""
65+ o o o o o o o ol'l;t,-,:r.j0:i,,

Average Annual Earnines

Years of Service

Ass
<25

25-29

30-34
35-39

404
4549

50-54
55-59

60-64
65+

',ittt

l4
0

0

0

0

0
0

0
0

0
0

1r;,,'i1gj:

<1

0
0

0
0

0
0

0
0

0
0

0

0

0
0

0
0

0

5-9

Prior Fiscal Year

10-14

0
0

0
0

0

0

0
0

0
0

.,.t.'.

; O .r.,,,

0
0

0
0

0
0

0
0

0
0

O,i,:.'

20-24

0
0

0

15-19

0
0

0
0

25-29

0
0

0
0

0
0

0
0

0
0

,1,.:lit:g

3Gr-

0
0

:,

0
0,
0
0.
0
0

0
0;

r0

l4
, ,'",.0

l0-14
"0

0
0

0
0

0

Actual
15-19

,''0

Years of Service

20-24

l:,1, ''r0
Ae
AII,

MILLIMAN USA
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Table 4

Elective State Officers Retirement Plan

Seryice Retirements as of June 30.2001

Years Retired

Ase
<50

5-9 10-14 15-19 20-24 25+

0000
0000
0000
0000

All '

O 1,,',.,"i"10'riig ;'::,ir.i - _.oi:i.
. ,. ;;rr,11".

0 l,'t ,j0r,,:.

O '. '.0 
:.

:r.. ],;,

50-54 0 0

55-59 0 0

60-& 0 0

65-69 O 2 1 O O 0 0 , ,"?.'
70-74 0 2 3 0 0 0 0 'li'a i5-,!,
75-79 O 0 0 O O O 0;,.,';,,0r', 

"80-84 o o o o o o o ,.,,ii'.',,.*-{i
85+ 0 0 0 0 0 0 ._0 '',:..Q'.,

Average Annual Benelit

Years Retired

AE
<50

50-54

55-59
60-&

65-69
70-74

75-79
80-84
85+

.," ALL

t4
0
0

0

0
0

0

0
0

0
000
0 59,354 7,131
0 20,754 21,947

000
000
000

,. '. ,., 0 , 40,9"{.4 .. 182_43, '-

Total Annual Benelit (actud dollars) by Years Retired

0
0
0

0.

Ae <l
All

t4 5-9

0 16021:6 72,972

10-14 15-19 20-24 25+

o ''t ,o o o

'All

?3.192

MILLIMAN USA
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t0-14 15-19

0
0

0
0

0
0

0
0

0
0

0
0

0
0

0
0
0

...i

o'

25+

0
0

0
0

0
0

0
0
0
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Table 5

Elective State Officers Retirement PIan

Survivors as ofJune 30.2001

Years Sinct Death

20-24

0
0

0
0

0
0

0
0
I

' tt._,

"";:l:;.. .r,f

t4 5-9 10-14 15-19

00000
00000
00000
00100
00000
00100
00000
00100
00010

...'.- :." |r .: .. ,.' "' ,1 ' l:::'.rix":?l': ,::""':=1ii.-)'l: :'ir 1; ';rrt:':-*d
g .,.1,-, ,* Q,,, . .. -.r,'.tilt,,,r,,-,-iii,.'.;,.,li.l'.i:b

AE <l
<50

50-54

55-s9
@-&

65-69
70-74

75-79
80-84
85+

:*. :Ylrl: ,,-. L ,.-.:',
,,,. 4*E-1 . :,, ', ' 

'

Averase Arnual Benefit

Years Since Death

ll,l,#,1'*, 
,

-" :., O:.1

. -'il;;',O..
fftii.ii.Iti;.,'
,ll:lliie;p*;t

i,I/.Puil
, ,:io :

,l :,, l}]t:I

41,lQp,,
i .i':^.: ; li0:"

.,l'r ;. ;rli:inlllr,Lii.:

,19,25.,31i,,

i??; :t,i
,rn r :,ij:ij,i.-:

','2?;?"9i5,:"',,

s+ iq-t+ 15-19 20-24 25+ 
1',:

0 0 0 0 0 0'i,
000000,..'

'.,0 0 0 0 0 0:'"
o 7,L31 0 0 0 or,,
o 0 0 0 0 01.
04l,lo0000gr,
o o 0 o o o:ri
o 19,253 0 0 0 0,
o o 35,551 o 8,939 0

- 
... .-:" i'1-"'

0 22,!95 35J11 q ' 8,939 ' ', ',0

Ag9 <1 14
<50 0

50-54 0

55-59 0

60-il 0

65-69 0

70-74 0

75-79 0

80-84 0

85+ 0.:,
,lT,i, t.' '.. , 0 '.t''t .

Total Annual Benefit (actual dollars) by Years Since Death

20-24 25+ '', i{!
o. g,g39', ' ,,,'o ' rir,szs

15-19l0-14

35,551

<1 14 5-9

o o 67A8s
&
An

Page 9
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Table 6

Elective State Oflicers Retirement Plan

Disabilitv Retirements as of June 30.200

Years Disabled

s-9Ase
<50

50-54

55-59
60-@

<1 10-14 15-19 20-24

000
25+

0
0

0
0

0
0

0
0

0
0

0
0

0
0

6s-69
70-74

0

0
0

0
0

0

0
0

0
0

0

0
0

0
0

0
0

0
0

Averase Annual Benelit

Years Disabled

55-59
60-6/.

65-69
70-74

75-79
80-84
85+

rit'::.,l;.:i,.,l;.it i. I:'-.[p1 :,,,:.,.

10-14 15-19

00
00
00
00
00
00

t4
00
00
00
00
00
00
00
00
00
. t . ir'|,i,.:: :. "', .. i l

0r 1:'ll,r;i.r,O

4g9 <1

<50

50-54

0
0

0
0

0
0

0
0
0

20-24

0
0

0
0

0
0

Ase <1

All , :0

Total Annual Benefit (in thousands) by Years Disabled

l0-14 15-19 20-24

MILLIMAN USA
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75-79
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85+
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TABLE 7

Elective State Ollicers Retirement Fund

Reconciliation Of Members

Actives

Terminated
Deferred

Retirement
Other

Non-Vested

A. ON JIrNE 30, 2000

B. ADDMONS

C. DELETIONS
1. Service Retirernent
2. Disability
3. Death
4. Terminated - Deferred
5. Terminated - Refund
6. Terminated - Other Non-Vested
7. Returned as Active
8. Transferred to Other Fund

DATA ADruSTMENTS

Vested
Non-Vested

TOTAL ON JI.JNE 30,2OOI

A. ON JI,NE 30,2000

B. ADDITIONS

C. DELETIONS
l. Service Retirement
2. Death
3. Annuiry Expired
4. Retumed as Active

DATA ADruSTMENTS

TOTAL ON JTTNE 30,2OOI

0

0
0
0

0

0

0
0

0
0

0

0

0
0

0
0

4

0

0
0
0
0
0

0
0
0

0D.

0

0

0

0E.

Recipients
Retirement
Annuitants Disabled Survivors

0

0

0

0

0

0

0

0

0

0

5

0

0
0
0

0

0D.

E.

MILLIMAN USA
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Elective State Oflicers Retirement Fund

Actuarial Balance Sheef
(dollars in thousands)

' JULY I,2OOI

CLJRRENTASSETS (TABLE 1, E6)

E)(PECTED FUTIIRE ASSETS
1. Present Value of Expected Future

Statutory Supplemental Contributions (See Table 11)

2. Present Value of Futr.re Normal Costs

3. Total Expected Future Assets

TOTAL CIJRRENT A}.ID E)(PECTED FUTURE ASSETS

CT.JRRENT BENEFIT OBLIGATIONS
1. Benefit Recipients

a. RetirernentAnnuities
b. Disability Benefits
c. Surviving Spouse

and Child Benefits

Non-Vested

TABLE 8

$201A.

B.

c.

D.

s0

0

$0

s20l

Vested Total

$2,301
0

851

$2,301
0

851

2. Defened Retirernents with Future Augmentation

3. Former Members without Vested Rights

4. Active Menrbers
a. RetirementAnnuities
b. Disability Benefits
c" Survivor's Benefits
d. DeferredRetirements
e. Refund Liability Due

Death or Withdrawal

5. Total Ctnrent Benefit Obligations

E. E)(PECTED FUTURE BENEFIT OBLIGATIONS

F. TOTAL CURRENT AI{D E)(PECTED FUTURE BENEFIT OBLIGATIONS

c. CLJRRENT UNFTJNDED ACTUARIAL LIABILITY (D5-A)

H. CLIRRENT AND FUTURE IINRINDED ACTUARIAL LIABILITY (F.C)

0

0

0
0
0

623

0

0

0

0
0

0

623

0

0

0

0
0
0

$0 $3,775 $3,775

$0

_____$3fr5_

s3,574

s3,574
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TABLE 9

Elective State Oflicers Retirement Fund

Determination Of llnfunded Actuarial Accrued Liability (UAAL)
And Supplemental Contribution Rate

(dollars in thousands)

JULY 1,2001

Actuarial Actuarial
Present Value Present Value
of Projected of Future
Benefis Normal Costs

Actuarial
Accrued
Liability--'-FIT|TZJ--

SO

0
0
0
0

$0
0
0
0

0

$0
0
0

0

0

6232.

3.

DETERMINATION OF ACTUARIAL
ACCRUED LIABILITY (AAt)
l. Active Members

a. RetirernentAnnuities
b. Disability Benefits
c. Survivor's Benefit
d. Deferred Retirernents
e. Refunds Due to Death or Withdrawal

f. Total

Defened Retirernents
With Future Augmentation

Former Members Without
Vested Rights

Annuitants in MPRIF

Recipients Not in MPRIF

$0$0 $0

5.

623

0

3,152

0

3,152

B.

C.

6. Total _____s3J1L

DETERMINATION OF UNFUNDED ACTUARIAL ACCRUED LIABILITY (UAAt)
l. AAL (A'6)

2. Current Assets (Table 1, E6)
3. UAAL (81-82)

DETERMINATION OF SUPPLEMENTAL CONTRIBIJIION RATE
1. Current UAAI to be Amortized by July 1, 2020

2. Supplernental Contribution Amount

Note: If non-segfegated member reserves were not counted as assets, the UAAL
would be $3,775, resulting in a Supplemental Contribution Amount of 391.

$0 _______$!fr-

$3,775
20t

------s3fr1-

$3,574

370

MILLIMAN USA
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B.

Elective State Ollicers Retirement Fund

Changes ln llnfunded Actuarial Accrued Liability (UAAL)
(dollars in thousands)

YEAR ENDING JI.JNE 30, 2OO1

UAAL AT BEGINNING OF YEAR

CHANGE DUE TO INTEREST REQUIREMENTS
A}.ID CURRENT RATE OF FUNDING

1. Normal Cost and Expenses

2. Contribution
3. Interest on An 81 and 82

4. Total (81+82+83)

E)(PECTED UAAL AT EI{D OF YEAR (A+84)

TNCREASE (DECREASE) DLIE TO ACTUARIAL LOSSES (GAINS)

BECAUSE OF E)(PERIENCE DEVIATIONS FROM E)(PECTED

1. SalaryIncreases
2. lnvestnent Return
3. MPRIF Mortality
4. Mortality of Other Benefit Recipients

5. Other Items

6. Total

UAAL AT END OF YEAR BEFORE PLA}.I AI\{ENDMENTS
AI{D CHANGES IN ACTUARIAL ASSUMPTTON (C+D6)

CHANGE IN UNFT.JNDED ACTUARIAL ACCRUED LIABILITY
DT'E TO CTIANGE IN ACTUARIAL METHODS

CHANGE IN I]NFUNDED ACTUARIAL ACCRUED LIABILITY
DUE TO CHANGES IN ACTUARIAL ASSI,'MPTIONS

UAAL AT END OF YEAR (E+F+G)

TABLE IO

s3,336

($s8)

$3,278

$296

s3,574

0

0

_______$lfl{

$2
(330)
270

C.

D.

$0
l4
0

65
217

F.

H.

G.

MILLIMAN USA
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Elective State Oflicerc Retirement Fund

Determ i n ati o n Of Co ntri b uti on S uffi c ien cy
(dollars in thousands)

ruLY 1,2001

Percent of
Payroll

A. STAfl.IORY CONTRIBUTIONS - CHAPTER 352C

1. Employee Contributions
2. Employer Contributions

3. Total

* Employer contributions are required to cover the portion of the benefit liabilities which axe not

funded by the mernbeds accumulated contribution at the time of benefit contmenceme,nt.

B. REQIJIRED CONTRIBUTIONS - CHAPTER 356

1. Normal Cost
a. Retirernent Benefits

b. Disability Benefits

c. Survivors
d. Defened Retirement Benefis
e. Refunds Due to Death or Withdrawal

f. Total

2. Supplernental Contribution Amortization
byJuly 1,2020 ofUAAL

3. Allowance for Expenses

4. Total

TABLE T1

Dollar
Amourt

$0
0

$0

$0
0

0
0
0

$0

370

s371

c. CoNTRIBUTION SLTFFICIENCY (DEFICIENCY) [A3-B4]

Note: Projected Annual Payroll for Fiscal Year Beginning on JULY 1, 2001 is $0.

($371)

The deficiency amount shown above is calculated based on rep_orted assets which include a receivable of 202 for
member connibutions that are held in the State's general fund. If this amount was not considered as an asset of
the fund in these calculations, the deficiency would be392.

MILLIMAN USA
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TABLE 12

Elective State Officer"s Retirement Fund

summary of Actuarial Assumptions and Methods

Interest: Pre-Retirement: 8-S%operannum

Post-Retirement: 8.5Yo Per annum

Benelit Increases Payment of earnings on retired reseiles in excess of 60/o accounted

jftei Retirement foi uv using a 60Z post-retirement assumption. For those not yet in pay status,

a 57o post-retirement discount rate is used to account for the one-time

adjustuent applicable at retirement.

Satary Increases: 5.0% annuallY

Mortality: Pre-Retirement:
Male - 1983 GAI4 (Males 4)
Female - 1983 GAN{ (Females -2)

Post-Retirement:
Male - 1983 GAM (Males)

Female - 1983 GAM (Females)

Post-Disability:
Male - N/A
Female - N/A

Retiremcnt Age: Age 62or if over age 62,one year from vaft'ntion date'

Separation: Rates based on years of service:

Year Rate
| 0o/o

20
30
450
50
60
70
850

Disabilily: None

hpenses: Prior year administration expenses expressed as percentage of prior year payroll'

MILLIMAN USA
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TABLE 12
(Contirrucd)

Return of All employees withdmwing after eigtrt years of service

contributions; were assumed to leave their contributions on deposit and receive a

deferred annuitant benefi t.

Famity Composition; 85% of Members are assumed to be married. Female is three years

youngerthan male. Each Member may have up to two dependent

children depending on the Member's age. Assume first child born at

Member's age28 and second child bonr at Member's age 3l'

Social SecuritY: N/A

Actuarial Cost Mahod: Entry Age Normal Actuarial Cost Method based on earnings and the

date the employee entered the plan is applied to all plan benefits.

Under this method, Actuarial Gains (Losses) reduce (increase) the

Unfirnded Actuarial Accnred Liability.

Asset Valaation Method: Only plan assets are non-segregated member contributions which
theoretically serve to offset state costs. No market smoothing is

applicable.

payment on the A level dollar amount each year to the statutory amortization

UnfundedActuarial date-

Accrued LtubilitY:

MILLIMAN USA
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TABLE 13

Elective State Ofricers Retirement Fund

Summary of Plan Provisions

GENERAL

Eligibilig: Employment as a "Constitutional Officer" as elected prior to

July l, 1997 atdwho elect to retain coverage under this plan

(i.e., do not elect Social Secr:rity coverage)'

Contributions:

Member: 9% of salary.

Employer: No specified statutory contribution rate. State must contribute an

amount equal to the full annuity value at benefit commencement

less accumulated member contributions'

Attowable Semice: Service while in an eligible position.

Salary: Satary upon which Elective State Officers Retirement Plan

contributions have been made.

Average Salary: Average of the five highest successive years of salary.

RETIREMENT

No rmal Refir e mc nt B e n etit:

Eligibility: Age 62 and eight years of Allowable Service.

Amount: 2.5%o of Average Salary for each year of Allowable Service. For

Members who were employed as of Jnne 30,1997 and are still
employed on July l,1gg7,an actuarial increase shall be made for

the change in the post-retirement interest rates from SYoto 6%o.

Early Retirement Benetit:

Eligibtlity: Age 60 and eight years of Allowable Service.

MILLIMAN USA
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TABLE 13
(Contirued)

Amount: Nonnal Retirement Benefit based on Allowable Service and

Average Salary at retirement date with reduction of 0.5% for each

month the Member is under age 62 at time of retirement.

Form of Payment: Life annuity

Benefit Increases: Adjusted by MSRS to provide same increase as MPRIF.

DISABILITY None

DEATH

S umiving Spo use B eneJit:

Eligibility: Death while active or after retirement or with at least eight years of
Allowable Service.

Amount: Survivor's payment of 50Yo of the retirement benefit of the Member
assuuring the Member had attained age 62 anrd had a minimtrm of
eight years of Allowable Service. Benefit is paid for life. A former
Member's benefit is augmented the sarne as a Defened Annuiff to
date of death before determining the portion payable to the spouse.

If a Member became deceased prior to July 1, 1997 and the
beneficiary was not eligible to cornrnence their survivor benefit as

of July 1,1997, an acttrarial increase shall be made for the change in
the post-retirement interest rates from SYoto 6%o.

S urviving Dependent C hild B enelit:

Eligibility: Same as spouse's benefit.

Amount; Benefit for first child is 25o/o of the retirement benefit (computed as

for sunriving spouse) withl2.5% for each additional child.
Ma:cimum payable (including spouse) is 100% of the retirement
benefit. Benefits cease when a child marries or attains age 18 (22 it
a full-time student).

MILLIMAN USA
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TABLE 13
(Contbrued)

If a Member became deceased prior to July l, 1997 and the

beneficiary was not eligible to commence their survivor benefit as

of July 1,1997, an actuarial increase shall be made for the change in
the post-retirement interest rates from So/oto 60/o.

Benefit Increases: Adjusted by MSRS to provide same increase as MPRIF.

TERMINATION

Refun d of C o ntri b utia ns :

Eligibilw: Termination of service.

Amount: Member's contributions with 5% interest compounded annually if
termination occured before May 16, 1989 and 6% interest
compounded annually if termination occurred on or afterMay 16,

1989. A deferred annuity may be elected in lieu of a refimd.

Deferred BeneJit:

Eligibility: Eight years of Allowable Service.

Amount: Benefit computed under law in effect at termination and increased

by the following annual percentage: 0% before 7lll79;5o/ofrom
7ll/79 to 1/l/81; md3%o until age 55; and SYothercafter until the
annuity begins. Amount is payable as a normal or early retirement.

If a Member terminated employment prior to July l, 1997 but was
not eligible to commence their pension before July l, 1997, an
actrrarial increase shall be made for the change in the post-
retirement interest rates from 5o/oto 6%o.

SIGMFICANT CHANGES

No significant changes in plan provisions were recognized for this valuation.
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Elective State Officers Retirement Fund

SCHEDULE OF FUNDING PROGRESS
(dollars in thousands)

Unfunded
AAL

(UAAL)

?,9!e
2,367
2,487
2,570
2,571 13.81%

-Lffg.

-!Lte%.

14.84o/o

5.87%
5.63%
5.32%

- qzzl - 
sb-.es%

- --1z!l- ----.-14t7!%,
500 | 473.40%
4r al- 6ornr;4nl - oosoox

=561- --s6:.:li%
461 | 622.340/o

29t I togt.o7%

______ qj____i^_ _

Actuel
Covered Peyroll
(Prcvlous FY)

TABLE 14

UAAL es 7n of
Covered Peyroll

B.A)/
Acluarlrl

Vrlurtlon Drte

07l0vl99l
0710U1992
er,rl,ne%
07t0vt994

w!o!t_t_e2_6_ _
07tovt997
oTtovtg%
wtoutgrn
07t0v2000
07t0vzoo)

14.03o/o

tt.97%
12.68%
12.82o/o

t
ff
G
t\)

Acturrlel
Velue of Assets

MILLIMAN USA

Actuarlel
Accrued Lleblllty

(AAL)
(Bl

Funded
Retlo

308 2,249 1,941 13.69%
334 2,380
322 2,689
361 2,848

o7lovr995 378 2,948
412 2,983
4s6 3.214
500 3,369
198 3,373 3,1 75
199 3.535 3,336
201 3.775 3.574



TABLE 15

Elective State Officers Retirement Fund

SCHEDULE OF EMPLOYER CONTRIBUTIONS
(dollars ln thousands)

Ycrr Ended
June 30

l99l

2000
2001

* Includes contributions from other sources (if applicable).
** Shown in thousands of dollars for years after 1999.

Irr

l5t
167

iti
r91,7]:/t

t
S

0o(\
t\)
tw

Acturrlrlly
Requlrcd

Contrlbutlon Rrte

42.00%

51.660/o
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Covered
Peyroll Percentage

Contrlbuted

164 | 134.43yo
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A t!4lLLlt\4AN GLOBAL FIRN4

@ Mirli.m.*ny,:*

Legislative Commission on
Pensions and Retirement

55 State Office Building
St. Paul, Minnesota 55155

RE: Judges Retirement Fund

Commission Members:

Pursuant to the terms of our Actuarial Services Contract, we have performed an actuarial
valuation of the Fund as of July l, 2001 .

The results of our calculations are set forth in the following report, as are the actuarial
assumptions upon which our calculations have been made. We have relied on the basic
employee data and asset figures as submitted by the Minnesota State Retirement System.

On the basis of the foregoing, we hereby certiff that, to the best of our knowledge and belief, this
report is complete and accurate and has been prepared in accordance with the requirements of
Section 356.215, Minnesota Statutes, and the requirements of the Standards for Actuarial Work,
adopted by the Commission.

We, Thomas K. Custis and William V. Hogan, are actuaries for Milliman USA. We are
members of the American Academy of Actuaries and meet the Qualification Standards of the
American Academy of Actuaries to render the actuarial opinion contained herein.

Respectfully submitted,

Milliman U SA

.-fi,--_,1, 1-r,
TKomas K. Custis, F.S.A., M.A.A.A.
Consulting Actuary

L^-r).1 L,- ,n V ' /1L,3,"-
William V. Hogan, F.S.A., M.A.A.A.
Consulting Actuary

TKC/WVH/bh

1 5800 Bluemound Road, Suite 400
Brookfield, Wl 53005-6069
I€l +'l 262 744.2250

Fax +1 262 784.7287

www. m illiman.com

December 7,2001

OFFICES IN PRINCIPAL CITIES WORLDWIDE
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Judges Retirement Fund

Report Highlights
(dollars in thousands)

0710U2000
Valuation

0710U2001
Valuation

CONTRIBUTIONS (Table I l)
1. Statutory Contributions - Chapter 490

% of Payroll

2. Required Contributions - Chapter 356

% of Payroll

3. Sufficiency (Deficiency): (A.1 .- A.2.)

FLINDING RATIOS
1. Accrued Benefit F'unding Ratio

a. Current Assets (Table 1)

b. Current Benefit Obligations (Table 8)

c. Funding Ratio: (a/b)

Accrued Liabiliqv Funding Ratio
a. Current Assets (Table 1)

b. Actuarial Accrued Liability (Table 9)

c. Funding Ratio: (a,b)

Projected Benefit Funding Ratio (Table 8)

a. Curent and Expected Future Assets

b. Current and Expected Future Benefit Obligations

c. Funding Ratio: (a/b)

PLAN PARTICIPANTS
l. Active Members

a. Number (Table 3)

b. Projected Annual Earnings
c. Average Annual Earnings (Projected $)

d. Average Age
e. Average Service

2. Others

a. Service Retirements (Table 4)

b. Sun'ivors (Table 5)

c. Disability Retirements (Table 6)

d. Defened Retirements (Table 7)

e. Terminated Other Non-vested (Table 7)

f. Total

28.50%

27.03%

27.95%

26.'/2%

B.

1.47%

$111,113

s146,921

1.23%

$ 123,589

$ 158,297

2.

3.

75.63%

$111,113

$ 153,660

78.07%

$ i23,589
$165,244

7 4.79o/u

$213,754
$208,685
702.43oio

72.31%

s200,342
$194,424

C.

103.040

282
$28,186
s99,949

54.4

r0.9

292

s29,874
$ 102,309

515
10.7

155

88

I
14

i

153

82

4

9

2

250
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Judges Retirement Fund

Commentary

Purpose

The purpose of this valuation is to determine the financial status of the Plan. tn order to achieve

this purpose, an actuarial valuation is made at the beginning of each fiscal year as required by
Section 356.215 of Minnesota Statutes.

Report Highligha

The financid statw of the Plan can be measured by three different funding ratios:

r The Accrued Benefit Funding Ratio is a measure of cnrrent ftmding status and, when
viewed over a period of years, presents a view of the firnding progrcss. It is based upon
benefits which have been earned by service to the valuation date. This year's ratio is
78.07%. The corresponding ratio for the prior year was 75.630/o

r The Accrued Liability Frmding Ratio is also a measure of funding status and fiurding
progress. It is based on the actuarial cost method that has historically been used by the
State. For 2001 the ratio is74.79Yo, which is an increase from the 2000 value of 72.31%.

r The Projected Benefit Funding Ratio is a measure of the adequacy or deficiency in the
contribution level. This year's ratio of l03.5lo/o verifies that ttle current statutory
contributions are suffi cient.

Asset Information (Tables I and 2)

Effective with the July 1, 2000 valuation of the fund, Miruresota Statutes require ttrat ttre asset value
used for actuarial purposes spread differences between achral retum (measured on a market-value
basis) and expected retum on non-MPRIF assets over five years, in a manner similar to that already
being used within the MPRIF. The previous method required under Mimesota Statutes
recognized one third of the unrealized gains and losses. An Asset Valuation Method requirement
exists because market values (which include all unrealized gains and losses) are typically volatile
and can produce erratic changes in the contribution requirements from year to year. The intent of
the change to the current method is to employ a more effective asset smoothing technique which is
market-value based and which eliminates artificial bias related to manager style. The effective date

of this requirement is Jtrly l, 2000 with full transition to be accomplished as of July l, 2003.

The calculation of the Actuarial Value of Assets is shown in Table I on lines E.l to E.4. Acruarial
Value of Assets is determined as:

Market Value of Assets at June 30,2001, /ess

80% of the current year Unrecognized Asset Return at July 1,2001 (the difference between

actual net rehrm on Market Value of Assets between 0613012000 and061301200l and the

asset return expected during that period based on the assumed interest rate employed in the

July 1,2000 Actuarial Valuation); /ess

NM tlLlLlviA/\l.l UESA
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600/o of the current year Unrecog4?Ed Asset Return at July l, 2000 (the difference between
acnral net refirn on Market Value of Assets between 06/30/99 afi06/30/2000 and the asset

return expected during that period based on the assumed interest rate employed in the July l,
1999 Actuarial Valution); /ess

30% of the Unrecognized Asset Return at July 1,1999 (the difference between Market
Value of Assets on06/30/99 and the Actuarial Value of Assets used in the JuIy 1,1999
Actuarial Valuation).

The term "Achrarial Value of.Assets" is used to indicate that the value was detennined for use in
this actuarial valuation. Since Minnesota Statutes refer to this value as "Curent Assets," the latter
ptrase will be used in the remainder of this report.

This Plan participates in the Minnesota Post Retirement Investrnent Fund (i.e., MPRIF). After the
MPRIF liability has been calculated for eachparticipating Plan, the State Board of lnvestuents,
(i.e., SBI), will determine each Plan's portion of the excess earnings for the January benefit increase
as well as the Plan's allocated market share of MPRIF.

Aauarial Bolance Sheet (Table 8)

An actuarial balance sheet provides a method for evaluating ctrrent and funre levels of firnding.

The Cturent Benefit Obligation used to measure current funding levels is calculated as follows:

r For Active Members - Salary and service are projected to retirement to determine benefits
for each member and the ratio of credited service to total service establishes the portion of
the projected benefit to be used in calculating the current firnding level.

r For Non-Active Members - The discounted value of benefits, including augmentation in
cases whe,re benefits bave not commenced.

GASB Disclosure

Disclosure of the Current Benefit Obligation amourts used to be required by Statement No. 5 of the
Governrnental Accounting Standards Board (GASB). However, StatementNo. 5 has been
superceded by StatementNo. 25. Tables 14 and 15 ofthis report are included to fulfill the
requirements of Statement No. 25.

Actuarial Cost Method (Table 9)

The approach used by the State of Minnesota to determine contribution sufficiency is the Entry Age
Norrral Actuarial Cost Method. The primary characteristic of this method is that it allocates costs
as a level percentage of payroll.

A comparison of this actuarial method (Table 9) to the actuarial balance sheet (Table 8) illustrates
the two techniques for allocating liabilities of active Members to past and future. As noted in the
prior section, the balance sheet allocates benefits and corresponding liabilities, on the basis of
service. The method used in Table 9 allocates liabilities so that the cost each year will be a constant

MILLIMAN USA
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percentage of payroll. Both approaches, however, calculate the value of all future benefits the same
way (see line F of Table 8 and line ,4'6, colurnn l, of Table 9).

An Unfunded Actuarial Accrued Liability is computed under the Enty Age Normal Actuarial Cost
Method by comparing the liabilities allocated to past service (Actuarial Accrued Liabitity) to the
Current Assets. This amormt, line B3, is funded over the remaining years to the amortization date
by a series of payments that remain a constant percentage of payroll each year.

The payments will increase 5.00% each year because that is the assumed rate of increase in payroll.
Although the payment schedule will be adequate to amortize the existing unfunded, the lower
payments in the earlier years will not be sufficient to cover the interest on the unfunded liability.
After a few years, the annual payment will cover the interest and also repay a portion of the unfunded.

Source of Actuarial Gains and Losses (Table 10)

The assumptions used in making the calculations using the Entry Age Normal Actuarial Cost
Method are based on long-term expectations. Each year the actual experience will deviate from the
long-term expectations. For a detailed analysis of the major components, refer to Table 10.

C o ntrib ution S ufftcie ncy (Tab le I I )
This report determines the adequacy of Statutory Contributions by comparing the Statutory
Contributions to the Required Contributions.

The Required Contributions, set forth in Chapter 356, consist ofi

r Normal costs based on the Entry Age Normal Actuarial Cost Method.

r A Supplemental Contribution for amortizing any Unfirnded Actuarial Accrued Liability.
r An Allowance for Expenses.

Table l1 shows the Plan has a contribution sufficiency since the Statutory Contribution Rate is
28.50% compared to the Required Contribution Rate of 26.72Yo.

Changes in Actuarial Assumptions and Methods

All actuarial assumptions and methods listed in Table 12 arc the same as those used in the prior
valuation.

Changes in Plan Provisions

All plan provisions are the same as those used in the prior actuarial valuation of the Fund.

tlMrilllt[aA{\l uSBqA
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Judges Retirement Fund

Statement of Plan IVef Assefs
(dollars in thousands)

TABLE 1

Market Value Cost Value

A.

JULY I,2OO1

ASSETS INTRUST
1. Cash, Equivalents, Short-term Secr:rities

2. Fixed Income
3. Equity
4. Real Estate

5. EquityinMPRIF
6. Other

Subtotal

ASSETS RECETVABLE

C. LIABII.ITIES

D. NET ASSETS HELD IN TRUST FOR PENSION BENEFT|S

1. MPRIF Reserves

2. Mernber Reserves

3. Other Non-MPRIF Reserves

4. Total Assets Available for Benefits

$8,692
5,861

L7,L32
918

89,558
0

$8,692
5,938

18,718
786

89,568
0

B.

$122,1,7t

l1

89,568
15,157

slzl.t26

(1,056) (1,056)

sL23,702

l1

89,568
15,157

17,932

_$22.6s7

E. DETERMINATION OF ACTUARIAL VALUE OF ASSETS

1. Market Value of Assets Available for Benefits (Dt)
2. Unrecognized Asset Returns (UAR)

a. June 30, 2001

b. June 30, 2000
c. June 30, 1999

3. UARAdjustment: .80 * (E2.a) + '60 
* (E2.b) +.30 * (82.c)

4. Actuarial Value of Assets (El - E3)

(Same as "Current Assets")

$121,126

(s4,168)
426

2,053
(2,463)

_____l23l8e_
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Judges Retirement Fund

Statement of Change ln Plan Nef Assefs
(dollars in thousands)

YEAR ENDING JLTNE 30, 2OO1

Non-MPRIF
Assets

MPRIF
Reserve

TABLE 2

Market
Value

ASSETS AVAILABLE AT BFCTNNING
OF PERIOD

ADDITIONS

Member Conributions
Employer Contibutions
Contributions From Other Sources

MPRIF Income
Net Investment [ncome

a. Interest and Dividends
b. Net Realized Gain (Loss)

c. Net Change inUnrealized Gain (Loss)

d. Invesfirent Expenses

e. Net Subtotal
6. Other

7. Total Additions

OPERATING E)(PENSES

1. Service Retirernents

2. Disability Benefis
3. Survivor Benefis
4. Refunds
5. Administrative ExPenses

6. Other

7. Total Disbursernents

OT}IER CHANGES IN RESERVES

1. Annuities Awarded
2. Mortality Gain/Loss

3. Total Other Changes

ASSETS AVAILABLE AT END
OF PENOD

s31,363

s1,995
0
0

t7
4l
54

SO

0

0

t2217

0

0

0

0

$81,323 $112,686

B.

1.

2.

3.

4.

5.

$2,162
5,790
2,003

0

2,L25
0

(3,491)
(36)

(t,402)
10

$2,162
5,790
2,003

12217

2,125
0

(3,491)
(36)

(L,402)
10

0
0

C.

$8.563 $12,21,7 s20,780

s12,228
0

0
t7
4l
54

$2,107 s10,233 $12,340

(5,265) 5,265
(ee6) ee6

$10,233
0

0
0

0

0

D.

t

0

0

F. DETERMINATION OF CURRENT rAR I.JNRECOGNIZED ASSET RETURN

l. Average Balance
(a) Non-MPRIF Assets Available at Beginning of Period

(b) Non-MPRIF Assets Available at End of Period*

(c) Average Balance { [Fl.a + Fl.b - B5.e - B,61 I 2 |
Expected Return: .085 * Fl.c
Actual Return
Current Year Unrecognized, Asset Return: F3 - F2

* Before adjustmentfor MPNF mortality gain/loss

)
J.
4.

6,2611 6,261

$31,558 $89.568 _$l2rp0_

31,363

32,554

32,655
2,776

(1,,392)
(4,168)

MILLIMAN USA
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Table 3

JT]DGES RETIREMENT FI]NI)
Active Members as of June 30.2001

Years of Service

Ase
<)5

2s-29

30-34
35-39

404
4549

50-54
55-59

60-@

14 10-14 15-19 20-24

000
000
000
000
000
510

26122
22198
91314
528

2s-29

0
0

0
0

0
0

0
0

1

1

0
0

0
0

5

t7

20
t2

8

2

0
0

0

2

8

t4

l5
L2

6

0

Averase Atrnual Earninss

Years of Service

Ase
<25

25-29

30-34
35-39

404
4549

50-54
55-59

60-@
65+

ALL

<l
0
0

0
86,599

88,091
76,836

88,804
84,034

93,062
0

83,539

25-29

0
0

0
0

0
0

0
0

98,180
98,180

98;1'p0

t4 5-9 10-14

000
000
000

98,180 0 0

96,905 98,180 0

98,637 100,759 100,43

99,461 94,489 98,673
97,424 100,366 98,928

98,180 100,436 98,316
0 104,589 99,161

98291 98t6M 98,877

15-19 20-24 30+ 
iir"l;,44;'1"0 :,,iil1ii,r1ii1re-'

o 
i;lii';lf'.O 
";li:ltliri:CI,'o .i. 2"0'l

0 i9,.4i8r[1r
0 ,,95;1<r.

'. -.': 
:i:il

0 ,iteij.;4l:?;
o ,,l;?,!ffi
o ,.,i,,9F,Ffig 

' .i100d3,r6*0",
l.;'rl. . i;i ;'li:'i " .

, 0 . |9v#i59

0
0

0
0

00
98,180 0

99,014 98,180
99,226 99,782

98,673 98,530
98,180 100,870

ggg52.,,'''.,,.,g9,406

0
0

0
0

Prior Fiscal Year Earnings (in TEOUS$IDS) by Years of Service

&
AII

<l
l;971

t4 5-9 10-14 15-19 20-24 25-29 30+ ,rAtr-L;
i,..i!.]fi,,,;
29;4$7
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Table 4

Judges Retirement Fund

Service Retirements as of June 30.2001

Years Retired
20-24 25+

0
0

t4 s-9 10-14 15-19

0000
0000
0000
3100
L4 100
172250

Ase <1

<50

50-54

0
0

0
4

5

1

0

0
0

0
0

55-59
60-il

65-69
70-74

75-79 0
0

10

2
6

10

20
0
0

16

L4

0
80-84 0 0

85+00
I t,1. r}{"''T,:,. 1:'i :''ll'-i''';r :: .' :r ,.'. i: i1:' 

*:

_., ;,.gT---t.i,;,, i, ;j,1.Q'1; .,, ;;. * r3J :

Average Annual Benefit

Years Retired
<l4E

<50

50-54

55-59
60-64

65-69
70-74

75-79
80-84
85+

.AI;L,'

0
40,233

41,335
25,632

0
0
0

,39,,924

t4

0

41,723

61,321
4sA99

67,391
0
0

52,130.

78A@
51,488
71,654
:'r;i '!,ir:' 1l'. ii-,1. '

6"sj_6*-89 ,il1

0
0

75,350

75,350 i''

15-19 20-24

00
00

0

0

0
0

0
0

0
0

0
0

0
0

5-9 10-14

00
00
00

82,574 0

25,L82 0
66479 53,598

63,644 58,538
0 60,854
00

54;6.19'., ,58,759

zs+ ilr lr,i#o fi,:t;i"ii9ilo 
iii$Hifiuffis

0 " ,r.0.,
., .;" .it.o 

,i:ii1*r,,9,91l
j:i. :: i"::,t..i:.].{j;1 l

O ii.51,518;;il:
o 

ilxti6frlfl$'r
0 ,':;i9,?r!p!,|,,
o rl#E;H.l1

"9.I,8-23.. iri1,lf,17,'
ot,!z{,,. i:i!r.ffii'

&
All r

L4
:1,1824

10-14

,2,056

<l
393

Total Annual Benefrt thousands) Years Retired
15-19 20-24

f i182 't, .: 753
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Table 5

Judges Retirement Fund

Survivors as ofJune 30.2001

Years Since Death

A* 20-24 25+ .., .. 4111;1,1;'
',: ', i .. ',]!]J .,<50 1 0 I 0 0 0 0 i:rt,,ri.:i

50-54 I I 0 0 2 0 0 i:'i,rj':':ir

5s-5g o I o 1 I o o i','' 
".i:60-@ o I 1 I 1 0 0,,, ,,,

, , -,.:i

65-69 1 3 1 0 0 0 0 i',, , ":l70-74 O I 7 4 1 I 1 ii;:iri'ifr,lu-l+ u I I + I r . " " 'ir,,,

75-79 2 3 3 1 2 O 3 lf;'',.': ;(rd.rlil..:i" 
'180-84 2 3 3 2 1 0 2 ..l;,':.'lo-84 2 3 3 2 1 o 2 i'.;'''"'13;i .:..:. ,r+

85+ o 5 3 2 0 3 15,r,r-.'-rl8'
rz_? Lir'1,,. -,.",. r",rrt:ar.f't*4'1rL :$f l:flflf: l-.+'ir:l -,, *rlt liiji

$iffi,,,:ii1 i il,',:fr1,fr,1 l-,,;.-u- ,:--.,-;ritl=."ffiffi[lliiififfi ,#$+*l*rit-:$$H

Average Annual Benefit

Years Since Death

0
I

I
I

3

I

3

3

5

20-24 25+

0
0

&
<50

50-54

55-59
60-&

<1 L4
22,202 0

13,586 32,734

0 56,451
0 36,083

24,326 26,2L3
0 @,745

29,553 32,843
45,45 51,796

0 48,412

3o,oto ..4.2,q79*

ls-19

0

0 43,923

i,' Alrilli'
0 1.,1131;i29rg[

0 .iliii33rs+?ril

5-9

40,055
0

10-14

0

65-69
70-74

75-79
80-84
85+

,AII

65,308
35,467

0
25,387

40,567

54,598
0

4,!,11,!8;,.

0 37,843
42,196 37,538

50,194 0

35,072 40,190

37,402 63,529
46,456 31,942
24,353 40,48L

36,97.Q;,i,o,49i111,;-

.,I, :,, .;'j

0 O .;i 5320i'r,,
o o 37,?!21,',,

0 0 ' 30;632'
24,732 23,694 . 36,32i-'.

. i.;. l

o 24,309 ,.34817;i
O 42,093 ,, +52i:i; r:'

34,g93 2g,t8g ," sl5e[ ",
'; ,:. ,:t." 

-'r,,-.r.'

?2a$ , 29A59 36,581:,

Total Annual Benefit (actual dollars) by Years Since Death

AE
All

<1

2to
t4 5-9 10-14 1s-19

618. '' 3219
20-24

L??

25+ 4d1,
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Table 6

Judges Retirement Fund

Disabilitv Retirements as of June 30.2001

Years Disabled

4E
<50

50-54

s5-59
60-64

65-69
70-74

<1 l4 5-9 20-24 25+

0
0

10-14 15-19

00

0
0

0
0

0
0

0
0

0
0

0
0

0
0

0
0

0
0

0
0

0
0

0

0
0

0
0

0

0
0

0
0

ry
Years Disabled

10-14 15-19 20-24 25+

000
000

5-9t4Ase <1

<50

50-54

0
0

0
0

0
0

0
0

0
0

0
0

55-59
60-@

6s-69
70-74

75-79
80-84
85+

ALL

0
0

0
0

0
0

0
0
0

0

0
0

0
0

0
0

0
0
0

0

0
0

0
0

0
0

0 63,117 77,263 53,860
0 0 104,695 0

Total Annual Benefit (actual dollars) by Years Disabled

{ll'i' : '

?9,,9i??a

20-24 25+

53,850 .": ,0'0

10-14 15-19

63,tt7 ',tr81;958

l4 5-9Ase <l

All 0

MILLIMAN USA
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TABLE 7

Judges Retirement Fund

Reco n c i I i ati o n Of Members

Actives

Terminated
Deferred

Retirement
Other

Non-Vested

A. ON JUNE 30,2OOO

B. ADDTTIONS

C. DELETIONS
1. Service Retirernent
2. Disability
3. Death
4. Terminated - Deferred
5. Teminated - Refund

6. Terminated - OtherNon-Vested
7. Retr.mred as Active
8. Traasferred to Other Fund

DATA ADruSTMENTS

Vested
Non-Vested

TOTAL ON JIINE 30, 2OOI

A. ON JUNE 30, 2OOO

B. ADDMONS

C. DELETIONS
1. Senrice Retirement
2. Death
3. AnnuiryExpired
4. Returned as Active

DATA ADruSTMENTS

TOTAL ON II,JNE 30,2OO1

0

0
0
0
(l)
0
0
0

(t)
0

0
0
0

0

0
0

282

26

(e)
0

0
(6)
0

0

0
(1)

170

122

292E. l4

Recipients

Retirement
Annuitants Disabled Survivors

82

7

88

D.

E.

153

10

0
(8)

0

0

0

0

0

0

0

0

0
(l)
0

0

0

MILLIMAN USA
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A.

B.

C.

D.

Judges Retirement Fund

Actuarial Balance Sheef
(dollars in thousands)

ruLY 1,2001

CURRENT ASSETS (TABLE I, E6)

EXPECTED FUTURE ASSETS
1. Present Value of Expected Future

Statutory Supplemental Contributions (See Table 11)

2. Present Value of Future Normal Costs

3. Total Expected Future Assets

TOTAL CLIRREJNT AND EXPECTED FUTURE ASSETS

TABLE 8

$ 1 23,5 89

s46,724

_=E yl_
$90,1 65

:_Milll__
TotalCURRENT BENEFIT OBLIGATIONS

1. Benefit Recipients
a. RetirementAnnuities
b. Disability Benefits
c. Surviving Spouse

and Child Benefits

2. Deferred Retirements with Future Augmentation

3. Former Members without Vested Rights

4. Active lvlembers

a. RetirementAnnuities
b. Disability Benefits
c. Survivor's Benefits
d. Deferred Retirements

e. Refund l,iability Due

to Death or Withdrawal

Non-Vested Vested

2,743

3,010
2,509

0

0

$75,447
2,126

25,287

744

I

46,178
0

0

0

252

$75,447
2.126

25,287

744

1

48,921

3.010
2.549

0

252

5. Total Current Benefit Obligations _ $8,262

E. EXPECTED FUT'URE BENEFIT OBLIGATIONS

F. TOTAI CUITRENT AND EXPECTED FUTURE BENEFIT OBLIGATIONS

G. CURRENT LTNFLINDED ACTUARIAI, LLA.BILITY (D5-A)

H. CURRENT AND FUTURE LINFLINDED ACTUARI-A.L LLABILITY (F-C)

$ 1s0.035 __$832e?_

__ $50,388

$208,685

$34,708

($s.06e)

Page l2
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TABLE 9

Judges Retirement Fund

Determination Of ttnfunded Actuarial Accrued Liability (UAAL)

And Supplemental Contribution Rate
(dollars in thousands)

JI'LY I,2OO1

Actuarial
Prese,nt Value
ofProjected

Benefits

--

Actuarial
Present Value Actuarid

of Future Accrued
Norrral Costs Liabil8

T_@-@A. DETERMINATION OF ACTUARIAL
ACCRUED LIABILmY (AAt)
l. Active Members

a. Retire,ment Annuities
b. Disability Benefits
c. Sr:rvivor's Benefit
d. Deferred Retirements

$94,963
5,214
4,479

0

423

$38,158
2,668
2,389

0
226

$56,805
2,546
2,090

0
197

J.

4.

$105,079

744

s43,41 $61,638

5. Recipients Not in MPRIF

I

99,568

13,293

6. Total

- 

qfflr- --$41.441
DETERMINATION OF TJNFLINDED ACTUARI,AL ACCRUED L1ABILITY (UAAL)

1. AAL (A.6)

2. Cr:rrent Assets (Table I, E6)
3. UAAL (Bl-82)

DETERMINATION OF SUPPLEMENTAL CONTRIBUTION RATE

l. Present Value of Future Payrolls Through

the Amortization Date of July L,2020

2. Supplemental Contribution Rate (83/C1) t0.r4%

e. Refimds Due to Death or Withdrawal
f. Total

Deferred Retirements
With Futr:re Augmentation

Former Members Without
Vested Rights

Annuitants in MPRIF

I

89,568

L3,293

B.

c.

__stae4_

s165,244
123,589

_____s4!s_

s410,940

MILLIMAN USA
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A.

B.

Judges Retirement Fund

Changes ln ltnfunded Actuarial Accrued Liability (UAAL)
(dollars in thousands)

YEAR EI{DING JLINE 30, 2OOI

UAAL AT BEGINNING OF YEAR

CHANGE DUE TO INTEREST REQUIREMENTS
AND CURRENT RATE OF FUNDING

l. Normal Cost and Expenses

2. Contribution
3. Ioterest on A Bl and 82

4. Total (81+82+83)

E)eECTED UAAL AT END OF YEAR (A+84)

TNCREASE (DECREASE) DLJE TO ACTUARIAL LOSSES (GAINS)

BECAUSE OF H(PERIENCE DEVIATIONS FROM E)CECTED

l. Salarylncreases
2. trnvestnent Return
3. MPRIF Mortality
4. Mortality of Other Benefit Recipients

5. Other Iterns

6. Total

UAAL AT END OF YEAR BEFORE PLA}.[ AIVIENDMENTS

A]\rD CHANGES IN ACTUARIAL ASSUMPTION (C+D6)

C}IANGE IN IINFI.JNDED ACTUARIAL ACCRUED LIABILMY
DUE TO CHANGE IN ACTUARIAL METHODS

CHANGE IN TINFT]NDED ACTUARIAL ACCRI'ED LIABILTTY
DUE TO CI{ANGES IN ACTUARIAL ASSIJI\{PTIONS

UAAL AT END OF YEAR (E+FrA)

TABLE 10

s42,547

s4,635
(9,955)
3,390

(s1,930)

$40,617

(s720)
(2)

996
608
156

s 1,038

$41,655

___$1I95r

c.

D.

E.

F.

G.

H.

MILLIMAN USA
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A. STATUTORY CONTRIBUTIONS - CHAPTER49O

L Employee Contributions
2. Employer Contributions

3. Total

B. REQUIRED CONTRTBUTTONS - CHAPTER 356

1. Normal Cost
a. Retirement Benefits
b. Disability Benefits
c. Survivors
d. Defened Retirement Benefits
e. Refunds Due to Death or Withdrawal

f. Total

2. Supplemental Contribution Amortization
by Juiy 1,2020 of UAAL

3. Allowance for Expenses

4. Total

c. CoNTRIBUTION SUFFTCTENCY (DEFTCTENCY) [A3-B4]

Judges Retirement Fund

Determination Of Contribution Sufficiency
(doll ars in thottsands)

ruLY 1,2007

TABLE 11

Percent of Dollar
Pawoll Amount

7.45% $2,226
20.50% 6,724

27.95% $8.3s0

14.47% $4,322
0.97%
0.91%
0.00%
0.09%

t6.44% $4,9i3

10.14% 3,029

0.1404

?gJ2% ::::gfgl
1.23% $366

290
273

0

28

Note: Projected Annual Payroll for Fiscal Year Beginning on JULY i, 2001 is $29,874.

Page 15
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TABLE 12

Judges Retirement Fund

SIIMMARY OF ACTUARIAL ASSUMPT'O'VS AND METHODS

Interest: Pre-Retirement: 8.5o/opet annum
Post-Retirement: 8.5Yo Pr annum

BeneJit Increases Paynent of earnings on retired reseryes in excess of 6oh

lfter Retirement: accounted for by using a 6% post-retirement assumption.

Salary Increases: s%annually

Mortality: Pre-Retirement:
Male - 1983 GAI{ (Males 4)
Female - 1983 GAI{ (Females -2)

Post-Retirement:
Male - 1983 GAM (Males)
Female - 1983 GAM (Females)

Post-Disability:
Male - Combined Annuity MortalitY
Female - Combined Annuity Mortality

RefirementAge: Age-related table as follows:

Ages: 62-64 l0%
65-67 20
68-70 30
7t+ 100

Separation: None

Disability: Rates adopted by MSRS based on actual experience, most
recently adjusted n 1979, as shown in rate table.

Expenses: Prior year administration expenses expressed as percentage of
prior year payroll.

Return of
Contributions: N/A

Family Composition: Marital status as indicated by data. Female is three years
younger than male.

MILLIMAN USA
Page 16



TABLE 12
(ContirrueQ

Social Securily: N/A

Actuarial Cost Method: Entry Age Norrral Actuarial Cost Method based on eanrings
and the date the employee entered the plan is applied to all plan
benefits. Under this method, Actuarial Gains (Losses) reduce
(increase) the Unfirnded Acfimrial Accrued Liability.

Asset Valuation Method: Market Value less of apercentage of the Unrecognized Asset
Return determined at the close of each of the four preceding
fiscal years. Unrecognized Asset Return is the difference
betrueen actual net return on Market Value of Assets and the
asset retum expected dnring that fiscal year (based on the
assumed interest rate employed in the July I Actr:arial
Valuation of the fiscal year). Transition rules apply between
July l, 2001 and July l, 2003, when the method is fully in
effect.

Payment on the A level percentage of payroll each year to the statutory
UnfundedActuarial amortization date assuming payroll increases of 5.0o/o

Accruedliabititv: ffiffiTrJ:ff',ilffiffi?:;iyr#ffi1sT#
as a level percent ofpayroll.

MILLIMAN USA
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TABLE 12
(Continued)

Judges Retirement Fund

Summary of Actuarial Assumptions and Methods

Separation Expressed as Number of Occurrences Per 101000:

Death Withdrawal Disabilitv Retirement

Age Male Female Male Female Male Femde Male Female

20
2t
22
23
24

25
26
27
28
29

30
3l
32
5)
34

5

3
4
4
4

4
4
4
4
5

5

5

5

6
6

6
7
7
8
9

0
0

0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

2
2
2
2
2

1

2
3

3

3

3

J
3

4
4

4
4
5

5

5

0
0
0
0
0

0
0
0-0

0

0
0

0

0

0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

I
I
I
I
2

2
2
4
4
4

5

6
7

7
l0

0
0
0
0
0

0
0
0
0
0

)
2
2
2
2

2
2
2
2
2

2
2
2
J
3

3

5

7
9
ll

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

35
36
37
38
39

40
4t
42
43
44

45
46
47
48
49

9
l0
l0
ll
t2

l4
l5
t7
l9
22

6
6
7
7
8

0
0
0
0
0

8
9

l0
lt
t2

0
0
0
0
0

0
0
0
0
0

0
0

0
0
0

MILLIMAN USA
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TABLE 12
(Coninued)

Judges Retirement Fund

Summary of Actuarial Assumptions and Methods

Separation Expressed as Number of Occumences Per 10'000:

Death Withdrawal Disabilitv Retirement

Ag9 Male Female Male Female IVIale Female ll{ale Female

25
28
3l
35
39

43
48
52
57
6l

66
71,

77
84
92

50
5l
52
53
54

55
56
57
58
59

50
6t
62
63
64

1400
1500
1500
1800
1900

0
0
0
0
0

970

t4 l0
t6 t2
20 14

24 16

28 20

76 62
90 74
ll0 88
136 104

174 122

00
1,000 1,000
1,000 1,000
1,000 1,000

2,000 2,000
2,000 2,000
2,000 2,000
3,000 3,000
3,000 3,000

3,000 3,000

0
0
0
0
0

0
0
0
0
0

2t0
230
250
280
3l . 0

340
380
420
470
520
580
640
7t0
780
870

0
0
0
0
0

24
30
36
44
52

34
40
46
56
66

65 l0l
66 lll
67 124
58 t39
69 156

70 176

00
00
00
00
00
00

MILLIMAN USA
Page 19

0
0
0
0
0

0
0
0
0
0



TABLE 13
BASIC

Judges Retirement Fund

Summary of Plan Provisions

GENERAL

Eligibility:

Contributions:

Member:

Employer:

Allowable Service:

Salary:

Average Salary:

RETIREMENT

N o rmal Retir e me nt B en eJit :

Eligibility:

Amount:

A judge or justice of any court who is not covered under the
Social Security Act. If the Member was active prior to llll74,
benefits may be computed according to provisions of the prior
plan.

8.15% of salary. Members who were active prior to llll74
may contribute 4%oto a special survivor retirement account.
Contibutions after macimum benefit is reached are redirected
to the Unclassified Plan.

20.5% of salary.

Service as a judge. Half credit is received for service not
compensated at an annual salary or for service while entitled to
practice law. Credit may also be earned for uncredited judicial
service if the appropriate employee contributions, with interest,
are made.

Salary set by law.

Average of the five highest years of salary of the last l0 years
prior to retirement.

Age 65 and five years of Allowable Service. Age 70.

2.7Yo of Average Salary for each year of Allowable Service
prior to 7lll80 and3.2%o of Average Sdary for each year of
Allowable Service after 6130180. Maximum benefit of 76.80/o

of average sdary for the high five years preceding retirement.

MILLIMAN USA
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TABLE 13
BASIC

(Continued)

Early Retire mcnt B e neJit

Eligibility: Age 62 and five years of Allowable Service.

Amount: Normal Retirement Benefit based on Allowable Service and
Average Sdary at retirement date with reduction of 0.5% for
each month the Member is under age 65 at time of retirement.

Form of Payment: Life annuity. Acnrarial equivalent options are:

,i3,Y;:,8:#;*ffijiffiJ#andsurvivor

Benefit Increases: Benefits may be increased each January I de-
pending on the investrnent performance of the Mirmesota Post
Retirement Inveshent Fund (MPRF).

DISABILITY

Disability Benelit;

Eligibility: Permanent inability to perfonn the functions ofjudge.

Amount: No benefit is paid by the Fund. lnstead salary is continued for
one year but not beyond age 70. Employee contibutions
continue and Allowable Service is earned.

Retir e me nt lft e r D b a b ility ;

Eligibility: Member is still disabled after salary payments cease after one
year or ata$e 70, if earlier.

Amount; Larger of 25%o of Average Salary or the Normal Retirement
Benefig without reduction.

Benefit Increases: Same as for retirement.

MILLIMAN USA
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DEATH

Surtivor's Benetit:

Eligibility:

Amount:

TABLE 13
BASIC

(Continued)

Active or disabled Member dies before retirement or a former
Member eligible for a deferred annuity dies.

Larger of 25% of Average Salary or 60Yo ofNorrral
Retirement Benefit had the Member retired at date of death.

If a Member became deceased prior to July l, 1997 and the
beneficiary was not eligible to commence their survivor
benefits before July l, 1997, an actr:arial increase shall be
made for the change in the post-retirement interest rates from
So/oto 6%o.

Benefit paid to spo$e for life. If no spouse, benefit is paid to
surviving dependent children until child rnrries, dies, or
attains age l8 (age22 if full-time shrdent).

$am€ as for retirement.

Retired Member dies who did not elect an optional annuity and
such Member retired prior to llll74 or was in office prior to
llll74 and continued contributing 4o/o of pay to provide this
post-retirement death benefit.

50% of the retired Member's benefit continues to the surviving
spouse if married three years. Benefit begins immediately
unless spouse is not yetage 40 and continues to death.

If a Member became deceased prior to July l, 1997 and the
beneficiary was not eligible to commence their survivor
benefits before July l, 1997, an actuarial increase shall be
made for the change in the post-retirement interest rates from
S%oto 6%o.

Adjusted by MSRS to provide sasre increase as MPRIF.

Benefit Increases:

Prior S urttivorc' B enetit:

Eligibility:

Amount:

Benefit Increases:

MILLIMAN USA
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TABLE 13
BASIC

(Contirrucd)

R efun d of C o ntri b utio ns :

Eligibility: Member dies prior to retirement or former Member eligible for
a deferred annuity dies and survivors' benefits are not payable.

Amount: Member's contributions with 5% interest.

TERMINATION

Refund of C o ntrib uions :

Eligibil@: Termination of service as ajudge.

Amount: Member's contributions with 5% interest. A deferred annuity
may be elected in lieu of a refirnd.

Deferred Benetil:

Eligibility: Five years of Allowable Service.

Amount: Benefit computed under law in effect at termination. Amount
is payable as a normal or early retirement annuity.

If a Member terminated employment prior to July l, 1997 but
was not eligible to commence their pension before July l,
1997, an actuarial increase shall be made for the change in the
post-retirement interest rates from 5Yoto 6Yo.

SIGTIIFICAIIT CHANGES :

No significant changes in plan provisions were recognizsdfor this valuation.

MILLIMAN USA
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TABLE 13
COORDINATED

Judges Retirement Fund

Summary of Plan Provisions

GENERAL

Eligibili$:

Contribationst

Member:

Employer:

AUowable Semice;

Salary:

Average Salnry:

RETIREMENT

Normal Retirement B enelit:

Eligibility:

Amount:

A judge or jusice of any court who is covered under the Social
Security Act.

8.00o/o of salary. (Amended 1998) Contributions after maximunr
benefit is reached are redirected to the Unclassified Plan.

20.5% of salary.

Service as ajudge. Half credit is received for service not
compensated at an annual salary or for service while entifled to
practice law. Credit may also be eanred for uncredited judicial
service ifthe appropriate employee contributions, with interest,
are made.

Sdary set by law.

Average of the five highest years of salary of the last l0 years
prior to retirement.

Age 65 and five years of Allowable Service. Age 70.

2.7Yo of Average Salary for each year of Allowable Service prior
to7lll80 atd3.2%o of Average Salary for each year of Allowable
Service after 6/30/80. Ma:<imum benefit of 76.8Yo of average
salary for the high five years preceding retirement.

Early Retiremcnt B enelit:

Eligibility: Age 62 and five years of Allowable Service.

Amount: Normal Retirement Benefit based on Allowable Service and
Average Sdary at retirement date with reduction of 0.57o for each
month the Member is under age 65 at time of retirement.
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TABLE 13
COORDINATED

(Continued)

Form of Payment: Life annuity:

- 50o/o or 100% joint and survivor
- 50o/o or 100%o bounce back joint and sr:rvivor
- l0 or 15 year certain and life

Benefit Increases: Benefits may be increased each Janr:ary I depending on the
investnent performance of the Minnesota Post Retirement
Investment Fund (MPRIF).

DISABILITY

Disability Benetit

Eligibility: Permanent inability to perform the firnctions ofjudge.

Amount: No benefit is paid by the Fund. Instead salary is continued for
one year but not beyond age70. Employee contributions
continue and Allowable Service is earned.

Retir e me nt .Nft e r D is ab ilily ;

Eligibility: Member is still disabled after salary payments cease after one
year or at age 70, if earlier

Amount: Larger of 25Yo of Average Salary orthe Normal Retirement
Benefit, without reduction.

Benefit Increases: Same as for retirement.
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TABLE 13
COORDINATED

(Contiruel)

DEATH

Surryivorts BeneJit:

Eligibility: Active or disabled Member dies before retirement or a former
Member eligible for a deferred annuity dies.

Amount: Larger of 25% of Average Salary or 600/o of Nomral
Retirement Benefit had the Member retired at date of death.

If a Member became deceased prior to July l, 1997 and the
beneficiary was not eligible to commence their survivor
benefits before July 1, 1997, an actuarial increase shall be
made for the change in the post-retirement interest rates from
So/oto 60/o.

Benefit paid to spouse for life. If no spouse, benefit is paid to
surviving dependent children until child marries, dies, or
attains age l8 (age22 if full-time studenQ.

Benefit Increases: Sa:ne as for retirement.

Refun d of C o ntri b utio n s :

Eligibil@: Member dies prior to retirement or fonner Member eligible for
a deferred annuity dies and surivors'beuefits are not payable.

Amount: Member's contributions with 5oZ interest.

TERMINATION

Refun d of C o ntr ib utio ns :

Eligibility: Termination of service as ajudge.

Amount: Member's contributions with 5% interest. A deferred annuity
may be elected in lieu of a refund.
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TABLE 13
COORDINATED

(Contirwcd)

Deferred Benelit:

Eligibility: Five years of Allowable-Service.

Amount: Benefit computed under law in effect at termination. Amotrnt
is payable as a normal or early retirement annuity.

If a Member terminated employrnent prior to July l, 1997 but
was not eligible to cornmence their pension before JuIy l,
l99T,anachrarial increase shall be made forthe change inthe
post-retirement interest rates from 5Yoto 60/o.

SIGNTFICATIT CIIANGES :

No significant changes in plan provisions were recognized for this valuation.
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TABLE 14

Judges Retirement Fund

SCHEDULE OF FUNDING PROGRESS
(dollars in thousands)

Acturrlal
Veluetlon Dete

Actuerlrl
Vrlue of Assets

(A)

Actuerlrl
Accrued Llablllty

(AAL)
(B)

Unfunded
AAL

(UAAL)
(8. A)

Funded
Retlo

(Ay(B)

Aclual
Covercd Payroll
(Prevlous FY)

(c)

UAAL as 7" of
Covered Payroll

(B-A)/(C)

07/01/1991 33,559 78,429 44,870 42.79% 18,410 243.73vo

07tovt992 17.768 83,969 46,201 44.98% 22,765 202.95o/o

07/01/1993 44,156 90.509 46,353 48.79% 22,084 209.89%

0710vt994 50.428 98,3 l3 47.885 5t.29% 22,264 215.08Yo

07tovt995 56,813 102,238 45,425 55.57% 22,877 r98.56%

07t0v1996 64,851 108.150 43,299 59.96% 22.421 t93.t2%
0710Ut997 74,681 tt7,714 43,033 63.44% 22,909 t87.84%
07t0vt998 86.578 130.727 44,149 66.23% 24,965 t76.84vo

0710vt999 97.692 139,649 41.957 69.96% 32,940 127.37%

0710v2000 lll ll3 153,660 42.547 72.3t% 26,315 t61.68%

07t011200r 123.589 165,244 4l .655 74.79% 2 t47.47%

\I
G
t\)
oo
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TABLE 15

t
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Judges Retirement Fund

SCHEDULE OF EMPLOYER CONTRIBUTIONS
(dollars in thousands)

* Includes contributions from other sources (if applicable).

***Actuarially Required Contribution Rate prior to change in plan prwisions and Asset Valuation Method is26.8l%

Yerr Ended
June 30

Acturrlelly
Requlred

Contrlbutlon Rrtc
(A)

Actuel
Covercd
Peyroll

(Br

Aciual
Member

Conlrlbutlons
(c)

Annual
Requlrcd

Conlrlbutlon
l(A) r (B)l- (C)

Actual
Employcr

Contrlbuilon*
Percenlage

Contrlbutcd

l99l 23.59% 18,410 799 3.544 0 0.00%

t992 25.10o/o 22,765 988 4.',l26 4,722 99.92%

1993 26.59% 22,084 1,409 4,463 4,845 08.56%
1994 26.29% 22,264 1,416 4,437 4,912 t0.7t%
1995 28.27% 22,877 1.455 5.012 5,162 02.99Yo

1996 2732% 22,421 1,426 4,699 4,972 0s.81%
1997 27.01% 22,909 1,457 4.73t 6.632 40.18%

1998 27.60% 24,965 1.570 5.320 7,129 34.00%

1999 27.32% 32,940 2.069 6.930 7,051 0t.7s%
2000 26.75% 26,315 2.107 4,932 7,298 47.97%

2001 24.58o/o *** 28,246 2,162 4,781 7,793 163.00%

2002 26.72%
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