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TOUrm, m$N, FORSIER & CROSBT
ONE CENruRY PLMA

LOS ANGELES, CAIFORNIA 90067
[243]553-3470

l,le
of

January ?3, L979

Board of Directors
Minnesota State Retirement System
529 Jackson Street
St. Paul, Minnesota 55101

Gentl emen:

are pleased to transmit herewith our report on the actuarial va'luation
the Judges' Retirement Fund made as of June 30, 1978.

Pursuant to the Contract under which this valuation was authorized, the
actuarial valuation was carried out on the basis of a 5% fnterest rate
assumption, a 3-t/2% salary scale, and on the basis of certain other
specified actuarial assumptions. Also, in accordance with the above
noted contract, we utilized the entry age normal cost method of funding
to determine the unfunded supplemental present value of the Fund.

t,le hereby certify that the.actuarial valuation of the Minnesota State
Judges' Retirement Fund made as of June 30, Lg78 was carried out on the
basis of accepted actuarial methods and procedures and in accordance
with the provisiqns of Hinnesota Statutes, Chapter 356.

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

Respectful 1y submi tted,

T0WERS, PERRIN, FoRSTER & CR0SBY

I n*CzzM"bZ
Adams Harry M. Church



ACTUARIAL VALUATION

JUNE 30. 1978

SECTION I

INTRODUCTION

In accordance with the Contract between the State of Minnesota and this
firm, we have completed the actuarial valuation of the Minnesota State

Judges' Retirement Fund as of June 30, 1978.

The Executive Director of the System furnished us with detai'led employee

information on all active members and retired members of the Fund as of

June 30, 1978. The Executive Director and his staff are to be complimented

on the accuracy and completeness of the aforementioned data.

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

audi t.

The Judges' Plan'is somewhat unique and it is necessary to make certain

assumptions to reflect its unique provisions. The current valuation is

based on the following assumptions:

1. Rate of separation from
active service

2. Interest

3. Salary Scale

4. Mortality After Retirement

Schedules attached (Same as
MSRS )

5% (Same as MSRS)

3-U2% per annum, compounded
annually (Same as MSRS)

1951 G.A. Mortality Tab'le set
back one year for males and
two years for females (Same
as MSRS)
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5. Social Security Monthly - $472.10 increasing with salary
Primary Amount scale

6. Level Social Security - 6.79%
Contribution Rate

7. Social Security Covered - $1,475 increasing with salary
Monthly Wages scale

Note: Our calculations do not require assumptions as to "average age

at entry" or "average age at retirement".

The fol'lowing Section II sets forth the results of the actuarial va]uation

and Section III conta'ins the exh'ibits required by chapter 356 of the

Statutes. Schedules at the end of the report show the rates of separation

from active service and a brief surrnary of the major provision of the p1an.

-2- IT$IC To\^/Em, pERRrN, FCr€TER&cr?osBy



SECTION II
RESULTS OF ACTUARIAL VALUATION

The entry age normal cost nrethod of funding, required under the Law,

requ'ires the determination of the level contribution rate which, .if

contributed on behalf of al'l employees from the dates of employment to

the dates of separation from service, will be adequate to provide al'l of

their benefits. Under this funding method, the unfunded suoplemental

present value (unfunded accrued l'iability) is taken as the total liability
of the Fund for benefits earned in the past as we'|1 as those earnable in

the future, less the assets on hand, 'less the present value of future

emp'loyee contributions and less the present value of future State entry

age normal cost contributions.

0n the basis of individual entry

total entry age normal cost rate

calculated the presently active

of total salary and the State's

age calculations, we calcu1ated the

for Judges to be t2.65% of sa'lary. We

Judges' share to be equivalent to 4.23%

share to be 8.42% of total salary.

The law requires:

"The balance of all money necessary for administering this act and

the judges' retirement fund, including payment of retirement compen-

sat'ion and other benefits under this act, shall be contributed to

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

annually appropriated from the general fund to the judges retirement

fund. "

The Actuarial Balance Sheet shown on the following page sunrnarizes the

results of the valuation.
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1.

2.

3.

ASSETS

Assets on Hand (lncluding $2,235,982 MAFB Fund)

Present Value of Judges' .Future Contributions

Present Value of State Future
Contributions Appl icable to:

(a) Entry Age Normal Cost $ 5,997,082

(b) Unfunded Supplernental
Present Value (Unfunded
Accrued Liability) 15,451,491

TOTAL ASSETS

L IABILITI ES

Present Value of Earned and Earnable Benefits
Payable to Presently Active Members:

(a) Ret'irement Benefits $Z3,7ZS,4gg

(b) Disability Benefits 41g,g1g

(c) Refundments due to death or

MINNESOTA STATE JUDGES' RETIREMENT FUND

ACTUARIAL BALANCE SHEET

6t1,202

680,913

$ 1,529,630

2,3!5,219

$ 4,991.,976

3,01.2 ,785

27,449,573

$?9 ,443,2.35

$25,447 ,43?

3,944 , g4g

102,377

l?7,914

(79,?37)

$29,443,?35

A.

5.

6.

wi thdrawal

(d) Surviving Spouse Benef.its

Present Value of Benefits Payable to
Presently Retired Persons

(a) From Judges' Fund

(b) From MAFB Fund

Present Value of Benefits Payable
to Deferred Annuitants

Accounts Payable from Accounting
Balance Sheet

9. MAFBF Annuity Stabilization Account

10. TOTAL LIABILITIES

7.

8,
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The Actuarial Ba1ance Sheet is a convenient device to present the results

of an actuarial valuation. The following comments are intended to

assist you in your understanding of the items contained in the Actuarial

Balance Sheet.

Item I shows the assets on hand from the Accounting Balance sheet.

Item 2 shows the present value of Judges' future contributions required

by 1aw.

Item 3 shows the present value of the State's future contributions to

the Fund. we have divided the present value applicable to the state,s

contributions as follows:

Item 3(a). The portion attributable to the State's share of the total

entry age normal cost contribution of 8.42% of Judges' salaries.

Item 3(b). The portion attributable to the State's unfunded supplemen-

tal present value (unfunded accrued liabi'lity). It will require an

initia'l annua'l contribution of $933,G78, increasing in accordance with

the salary sca1e, to amortize this liability over the 19 year period

ending June 30, L997. $9S4,678 amounts to 10.27% of current annual

salary. It would require an annual payment of $772,57s (8.52 of current

salary) to meet the 5% interest requirement.

Items 5 through 7 show the actuariaity computed present value of all
benefits earned to June 30, 1978 and earnable after that date that will

-5- IP$IC To\^/ERS, pERRrN. F@sTER & cr?osay



be paid from the Fund to presently active members, retired members, and

deferred annuitants.

Item 8 was taken frorn the Accounting Balance Sheet.

Item 9 shows the difference between the HAFB Fund participation and the

present value of benefits payable frorn the FTAFB Fund after adiustments for

the 1978 mortality 1oss. The following schedule shows the determination

of this figure:

t. HAFBParticipationJune30, 1978 $2,229,0t7

2. Transfer to MAFB Fund from Judges
Fund for 1978 mortality loss 6,965

3. I{AFB Participation after transfer
(Item 1+ Item 2) 2,235,982

4. Present Value of benefits payable
from MAFB Fund 2,3L5,219

5. MAFB Annui ty Stabi'l ization Account
(Item 3 - Item 4) (79,237)

-6- IPTJC TowERS, pERRrN, FoRSTER & cRosBy



The r'esults of the current valuation

under the Fund can be financed by the

fol'lowing State contributions:

CONCLUS IONS

show that the benefits to be provided

Judges' contributions and the

Recommended State Contributions
L978-79

(a)

(b)

(c)

(d)

Entry Age Normal Cost

Unfunded Supp'lemental Present Va1ue
(Unfunded Accrued Liabi'l ity)

Expenses

Total

9.421"

L0.27%

.147"

18.832

It would require a contribution of 8.50% for the unfunded supplemental

present va'lue to prevent it from increasing. Thus, the tota'l "minimum"

contribution would amount to L7.06%.

Based on the actuarial assumptions utilized for the current va1uation,

we estimate the present value of benefits earned to June 30, 1978, by

presently active and retired members, to be $17,267,277. App'licable

assets, incl uding $79,237 due from the t'tAFB Fund, amount to $4,933,299.

fhus, as of June 30, 1978, 28.6% of the liability for benefits earned to

date have been funded. The corresponding ratio for June 30, 1977 was

?4.8%.
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SECTION IiI
REQUIRED EXHIBITS

Minnesota Statutes, Chapter 356, requires, in Section 356.20, Subdivision

4(1), that the actuary of the Fund prepare an exhibit setting forth

certain specified 'information w'ith regard to'the Fund as of the valuation

date, including "Reserves Required" under the Fund. In an earlier
conference with representatives of the State's Employee Retirement

System's Interim Conrmission, we were advised that "Reserve Required," as

contemplated in the aforement'ioned statute, ffiay be defined as the actuarially

computed present value applicable to a spec'ified benefit reduced by the

actuaria]1y computed present value of any portion of the total entry age

normal cost contribution under the Fund which is app'licable to the

specified benefit.

The exhibit required by Sect'ion 356.20, Subdivision 4(1) of Minnesota

statutes, chapter 356, is presented on the following pages of this

Section III and we hereby certify that the reserves required set forth

there'in have been computed in accordance with the Entry Age Normal Cost

(level Normal cost) basis in the manner outlined in the definit.ion

referred to above.
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MINNESOTA STATE JUDGES' RETIREIvIENT FUND

EXHIBIT leED BY MINNESoTA STATUES. C

ASSETS AND UNFUNDED SUPPLEHENTAL PRESENT VALUE

Assets

t. Cash
2. Short Term Investments
3 . Accounts receirrabJ e:

a) Judges Buyback
b) Accrued Mbmber Contributions
c) Due frorn I'IAFB Fund4. Accrued Interest in Investments5. Investments in Debt Securities at Amortized Cost6. Investment in Govt National Mortgages at

Amortized Cost
7. Investment in Equities at Cost8. Dividends Declared and payable but not yet Received9. Deferred Yie1d Adjustment Account10. Participation in the MAFB Fund

11. fotal Assets
L2. Unfunded Supp'lemental Present Val ue

(Unfunded Accrued Liabil i ty)

13. TOTAL ASSETS AND UNFUNDED SUPPLEI,TENTAL PRESENT VALUE

CURRENT LIABILITIES AND RESERVES REQUIRED

Current Liabil ities

14. Accounts payable:

(u) Due SER FUND $(b) Security Purchases(c) Due MAFB Fund

15. Deferred Credits and County Reimbursement
.l6. 

MAFBF Annuity Stabilization Account

17 . Tota'l Current Liabil ities $

Reserves Required

18. Total Reserves Required per attached schedule

19. TOTAL CURRENT LIABILITIES AND RESERVES REQUIRED

$ s ,137.4s
179,000.00

0
0
0

43, L34.70
1 ,692,094.20

312,4L2.62
5L7,927.60

2,502.00
(5 ,214.00 )

2 .235 , gg1 . gg

$4,981,976.46

15,451 ,490.54

$20 ,433 ,357. 10

11,315.36
24,541 .67
6,965.00

84,992.07

(79,237 .00)

49,577.10

$20,394 ,790 .00

$20 ,433 ,367. 10

J udge s
June 30, 1978.

Accumulated contributions, without interest,
not yet retired amounted to $1,263,739.41 as

of
of

NOTE:
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MINNESOTA STATE JUDGES' RETIREMENT FUND

(1)

Present Value
of

Benefi ts

TION OF RESERVES

(2)
Present Val ue
of Appl icable

Portion of
Normal Cost
Contri buti on

Reserves
Requi red
(1) : (2)

(3)

Benefits For:

1. Acti ve Members:

(a) Retirement Benefits

(b ) Di sabi'l i ty Benefi ts

(c) Refundments due to
death or wi thdrawal

(d) Surviving Spouse Benefits

Defemed Annui tants

Former Members Without
Vested R'ights

Retired Persons

Total

2.

3.

4.

5.

$23,725,499

42g,g2g

61L,202

680,913

L0?,377

$7 ,613,972

270,652

847,569

277,775

$16,111,616

L59,L77

(236,367)

403, 139

L0?,377

-0- -0-

3, 844 , g4g

$20 , 394, 7go

3,844,949

$29,394, 658 $9 ,009 ,868
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Minnesota Statutes, Chapter 356, requires, in Section 356.20, Subdiv.ision

4(2) and (3), that there be submitted annua'l1y an ana'lysis of the System's

income and deductions from income with increases in total reserves

required. being specifically referred to as a deduction from income. The

exhibit required by Section 356.20, subdivision a(z) and (3) is presented

on the following page of this Section III. Items of income and deductions

frorn income with the exception of increases in total reserves required

were taken directly from statements prepared by the Executive Director.

Inasmuch as any excess of "income" over "deductions from income,,must be

equal to the reduction in the Unfunded Supplemental Present Value (Unfunded

Accrued Liability) of the System over the period covened by the analysis,

we have confirmed that fact in Item 15 of the exhibit.
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MINNESOTA STATE JUDGES' RETIREMENT FUND

EXHIBIT REQUIRED BY MINNESOTA STATUES, CHAPTER 356,
sEcTIoN 356.20, SUBDTVTSToN 4(2) AND (s)

FISCAL YEIB ENDING JUNE 30, 1978

ANALYSIS OF INCOME AND DEDUCTIONS FROH INCOME

INCOME

1. Judges' Contributions

2. Employer Contributions

3. Income on Investments

4. Income from MAFB Fund

5. TOTAL INCOME

DEDUCTIONS FROI,! INCOME

6. Increase in MAFBF Annuity Stabilization Account

7. Retirement Annuities

8. Surviving Spouse Benefits

9. Refundments

10. Disabil ities

11. Administrative Expenses

L2. Increase in Tota'l Reserve Required:

$1 9 ,231 ,865 . 00
20,394,790 . 00

FROM INCOME

PRESENT VALUE:

$15,285,L29.26

1 5 ,451 ,490 . 64

409,995.20

729,384. 03

L78,764.63

1 19 .595 .38

$ 1,437.639.24

13,980.00

365 ,792 "L2

47 ,g14.gl

392.64

L7,727 .L2

1 1 ,268. 83

I .L52.925.00

$ 1,604,000.62

(166,361.38)

$ (t00,361.38)

(a) Reserves Required 6-30-77(b) Reserves Required 6-30-78

13. IOTAL DEDUCTIONS FROM INCOME

14. EXCESS OF INCOME OVER DEDUCTIONS

15. REDUCTION IN UNFUNDED SUPPLEI"IENTAL

(a) Unfunded Supplemental Present
Val ue 6-30-77(b) Unfunded Supp'lementa'l Present
Val ue 6-30-78
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Minnesota Statutes, Chapter 356, requires, in Section 35G.20, Subdivision

4(4), that there be submitted annua'l1y an analysis of changes in the

membership of the Fund. Section 356.215, Subdivisions 4 and 5, requires

information with respect to the annua'l payroll and annua'l annuities of
the members of the Fund as well as certain information with respect to

average ages. The exhibit required by Section 355.20, Subdivision 4 and

section 356.2L5., Subdivisions 4 and 5 is presented on the following page

of this Section III.
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JUMES RSrIRE.EIT PI.E}T

AINUITANT STATE.EIT AT JIJ!.IE .?OI \978
As Recuired by Minnesota Statutes, Chap'"er 356

Number

(1)

(2)

SEEI/ICE RETINE@IT AIINUITAI{TS

Receiring at Jr:ne 30, lgn
!Iett

9eaths

ACJustnents

P.eceiv:-ng at June 30, 1978

DISAETEn E'IPIOES

Eeceiving at Jr.me 30, L9?7
Netc

Receirring at June 30, L978

IiIDOI{S FECETrING AI{ A}OITTIY OB

Receivirg at June 30, L977
llew

Deaths

I
0

I
SURWVOP. MTEFTT

I
26
0

IO
0

10

None

0
1

0

3

AVE.P3CE A@ AT ISTIFS'E,IT

Annual
Benefit Pa'rab1e

-

5319, 5l+7.r2
92,L93.56

402r031.08
LO.601.76

391,iQ9.32
7,850.28

399,279.60

6rl+77.U
.00

6rt*7 '12

l*3r39O.56
''t ? ?no 2,
-)l)vra)-

=W .00

-*o@!, &7 .oL

581306.9?

L9,97i'D'
a\r't

o Vr/

@
navv

--$ r9,97L.W

! rnos.
4 mos.
l+ mos.
J rnos.
5 mos.

25
67
I

T
0

21

(3)

(4)

(5)

Adjustments

Beceiving at June 30, L978

CHTI,NREI RECETVBIG A SIIEVTVOR MIEEIT

DEFENEED AI.INIIITA}ITS

Deferred as of June 30, 1977
New

Deaths

Defe:=ed as of June JO, L978

A11 Serrice Annuitants at 6/3ohe
Nen Serrice Annuitants 7/l/?? - 6/3O/?e

7 h/?6 - 6/30/77
,/i/i;,-_ff:li.,"

70 yrcs.
/O y:s,
59 lrs.
71 y':r's.
71 yrs.
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JUDGES RETINB.BIT PI"AI{
COVERED E.IPLO]E STATE-8'iT

EISCAL EAR, 1978
As Bequired bv l{lnnesota Statutes, Chaoter 356

Active at JuIy 1, L97?

New En'.rants

lotal
Less Separations from Active Senice:

Refund of Contributions

Separation with Defer-red Aruruiiy

Separa',ion'rrith lleither Refirnd-
ment or Deferred Annuity

Disabilily Retlremen'u

Dea*,"h - Spouses Receivi:rg Benefit

Se::t-:ce Retirement

TotaL Separatlons

Active at June lC, L978

0

n

I

6

7

217 9,089 r 988

AITERAGE DITRY A@ OF NS,,I BtrLClsES

41 1rs. 6 mos.
46 yrs. 10 mos.
39 yrs. IC rnos.
l+2 frs. I mo.
lll Ws. 8 mos.

Number

,r.t a

8

1Zl+

AnnuaL Salarrr

-

$9,o41rooo

3l+3t3OO

00

00

12,CoO

252rO@

00

A11 active members
Nen l,[ernberc l/tfi?

7 ft/76
7 /tn,
7 h/?L

at 6/io/78
- a/zo/ze
- 6'/30'/??
- 6l/toi/te
- 6/30/?5
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Section 355.215, Subdivision 4 of the Minnesota Statutesr reQuires an

analysis of the increase or decrease in the unfunded liability that

occurred since the'last valuation. This schedule is shown on the following

page.
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MINNESOTA STATE JUDGES' RETIREMENT FUND

EXHIBIT REQUIRED BY I,IINNESOTA STATUTES, CHAPTER 356,
SECTION 356.215, SUBDIVISION 4

FISCAL YEAR ENDING JUNE 30, 1978

1. Unfunded Supplemental Present Value
(Unfunded Accrued Liability) June 30, tg77 915,285,129

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

(a) 1977-78 Contribution for Unfunded-
Suppl emental Present Va] ue - ($ag? ,477)

(b) 5% interest requirement + 764.256 + 1,65G,733

3. Change due to actuarial gains or
losses because of L977-78 active
member experience deviations from
expected (balancing item) - 1 ,lgl,44i

4. Change due to MAFB mortality loss + 6,955

5. Change due to salary increases - 564,619

6. Change due to reduction in EANC + 34L,876

7 . Change due to interest earnings - 77,L48 e

8. Unfunded Supp'lemental Present Va'lue
(Unfunded Accrued Liability) June 30, 1978 $15,451,491
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SCHEDULE 1

MALE JUDGES

. PR0BABILITIES 0F SEPA&\II0N FRoM ACTIVE SERVICE(Number t Age)

4E
20
21
22.
zi
24

25
26
27
28
29

Death

6
6
7
7
7

7
7
7
8
I
8
9

10
11
L2

13
15
16
18
20

22
25
27
29
32

35
38
41,

44
48

1,040
950
980
830
770

720
680
640
600
560

530
500
480
460
430

30
31
32
33
34

35
36
37
3B
39

40
41
42
43
44

llli thdrawal

2,400
2,250
2,080
t'920
L,760

1,600
L,470
1,340
1, 230
1, 130

Disabil ity

Age and
Servi ce

Retirement

45
46
47
48
49

410
390
370
350
340

2
2
2,
2
2

2
2
2
2
2

2
2
2
2
2

2
3
4
5
6
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Schedule 1

55
56
57
58
59

l.li thdrawal Death

52
57
63
70
77

320
300
280
260
240

210
L70
140
90
40

&.
50
51
52
53
54

Conti nued

Disabilitv

Age and
Servi ce

Reti rement

40
150
150
250

1,350

10,000

30
30

7
8

10
t2
L4

t7
20
23
28
33

38
45
55
68
87

60
6t
62
63
64

65

85
93

702
111
L20

130
140
150
160
170
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SCHEDULE 2

FEMALE JUDGES

. PROBABILITIES OF SEPARATION FROM ACTIVE SERVICE(Number t Age)

Age and
Servi ce

Reti rementAss.

20
2t
22
23
24

25
26
27
28
?9

t,Ii thdrawal

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

2,91'o
2,750
?,600
2,430
2,270

2,120
1,970
1,820
1,680
1,540

1,410
1,300
L, 190
1,090
1,000

Death

1

2
Z
2
3

3
+
4
4
4

4
4
4
4
4

4
5

5

6
7

Di sabi I itv

30
31
32
33
34

8
8
9

11
13

920
850
780
720
680

35
36
37
38
39

40
4L
42
43
44

45
46
47
48
49

3
4
4
4
5

5

6
7
8

10

25
27
30
33
36

470
440
410
390
360

1

1

1

1

2

2
2
3
3
3

630
590
560
530
500

15
17
19
27
23

50
51
52
53
54
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Schedule 2

Disabil ity

Conti nued

Age and
Servi ce

Retirement

150
150
200
350

1,100

10,000

&.
55
56
57
58
59

t,Ii thdrawal Death

50
50

t2
15
18
2?
26

31
37
44
5?
61

61
65
72
78
83

330
290
230
170

90

39
43
47
51
55

60
61
62
63
64

65
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MINNESOTA JUDGES RETIREMENT FUND

SUMMARY OF I.IAJOR PLAN PROVISIONS

1. T.vpes of Coveraqe

. l,Jith and without Socia1 Security coverage.

For those with Social Security coverage the benefits described
below are.reduced !y 75% of the correiponding benefit payable
under Social Security.

2. Averaoe Sal ar.v

Highest 5 year average out of the last 10 years.

3. Service Retirement

A. Eligibility for norma'l retirement with the full benefit amount:

age 65 with 10 years of service
mandatory retirement at age 70

B. Full benefit amount:

2-L/2/" of average salary for each year of service,
not to exceed 60% of annual salary in the year pre-
ceding retirement

C. Eligibility for early retirement with the reduced benefit amount:

age 62 with 10 years of service

D. Reduced benefit amount:

fu'll benefit amount reduced 1/15th for each year
under age 65 at retirement.

4. Digabil ity Retirement

A. Full salary for the first two years of disability paid by the
empl oye r.

B. After two years 9f disability, an annuity computed in the same
manner as the full benefit amount for service retirement but
not less than 25% of average salary.

5. Deferred Benefits

Benefits for which a judge qua'lifies at termination of employment
may be defemed until the early or normal retirement date.
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6. Survivor's Annuitv - Death Before Retirement

50% of an annuity computed in the same manner as the ful't benefit
amount for service retirement except the judge is assumed to have
retired on his date of death. Also the totai survivor,s benefit
must be at least 25% of average salary.

7. Survivor's Annuitv - Death After Retirement

ol*-., annuity form is life with no term certain.

B. A retiring judge may elect a joint and survivor or term cer-
tain annuity form which is actuaria'l1y equivalent to the
normal annui ty form.

8. Refund of Contribution

Contributions with interest are refunded on termination provided
the judge does not qualify for any of the above benefits.

9. Contributions

A. Judges:

The Social Security tax rate applied to the entire sa'lary.
For those judges with Social Security coverage the appropriate
portion of this contribution is paid to the Social security
fu nd.

B. Employer:

The state provides any additional moneys necessary to meet
obligations. For those judges with Social Security coverage
the state pays the employer Socia'l Security tax.
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I.'CS Minnesot,a Memorandum No. 78-9
August 20, L979

MINNESOTA STATE JUDGESI RETTREMENT FUND
ACTUARIAL VAI,UATION AS OF JUNE 30, 7978

The purpose of this memorandum is to discuss the report of the valuation
of the Minnesota State Judgest Retirement Fund as of June 30 , Lg7B. This valu-
ation was submitted to the Cosunission in accordance with Minnesota Statutes,
chapter 356. The entry age normal cost method was used with a 5a interest assunp-
tion. The report was prepared by Harry M. Church of Towers, perrin, Forster and
Crosby.

This mernorand,um contains the foll_owing:

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

(1) Membership

Statistical and Valuation Data

June 30, 1977
Active Members
Retired Members
Disabled
Survivors

' Deferred Annuitants

(2) Payroll and Annuities _paye$e-

2L6
26
I
I
3

(3)

Total Annual payroll
Anuities (annual)

Valuation Balance Sheet

g ,041 ,000
369,4I5

$ 3,187,489
56 t394

L5 t987 ,982
$19.,231,865

3,946,736
$l_5 , 285, r29

20.522

June 30, 1978
2L7

31
I

10
3

$ 9,089,988
464,064

$ 3,844,849
Lo2,377

L6,437 ,564
$2O,384,79O

4,933,299
$r5,451,491

24.202

Actuarial Liabilities
Annuities in Force
Deferred. Annuities
Active Members

Total
Assets
Unfunded Accrued Liability

Funding Ratio



(4) Normal cost and Funding costs June 30, 1977 June 30, 1978

Normal Cost
Expenses
Interest on Deficit
Minimum Contribution

NormaL Cost plus Expenses
Amortization by 1997
Requj.res Contribution

13.138
0 .14
I .45

zt.tzz

L3 -272
10. 34*m

12.558
0.14
8.50

21.292

L2.792
Lo.27*
23.06s

June 30, 1978

4.232
8.42,

L2 -65*

*Based on assumption that payroll wiLl increase 3 Li2z each year.

2. Discussion of Valuation ResuLts

As indicated above, the normal cost turned out to be L2.652 of payroll.
Since the benefit in this plan in most cases involves a Social Security offset,
the judgesr share of the norma] cost is determined by the actuary using a formula
which takes into account the employee Social Security tax. This resulted in the
following division of the normal cost:

June 30, L977

Jud.ges' Share
State t s Share
Total

4.632
I .50

13 .138

With this division of the normal cost, the State's share of the 23.06* required
contribution becomes I8.839. This compares with 18.98* in L977. The reduction
comes from smaLl decreases in both the normal cost and anortization requirement
(as percentages of payroll). Larger projected Social Security offsets produced
the decline in the normal cost.

It should be noted that the amortization contrilcution shown above is a level
percentage of a total payroll which is assumed to increase 3 L/22 per year. Since
this is a group in which almost all participants receive the same salary, an
increase in the salary rate produces the same percentage increase in the total pay-
ro11. Therefore, we feel that it is reasonable to base the amortization contribu-
tion on the assumption that total payroll will increase. However, for purposes
of comparison, we point out that the amortization contribution based on level
payroll would be 13.39t.

As shown above, the unfund.ed accrued Iiability increased by $166,362. The
MSRS Actuary gave the following analysis of this increase:



$824,426
6,965

34L,876
$L,L73,267

Actuarial Gains - Active Lives $365,138
Salary Scale Gain 564,6L9
Excess Interest 77,L48

Total Decreases I,006,905
Net Increase g I65,n

3t/

We point, out again that the valuation of this plan during the first few
years has been based upon numerous untested assumptions. For the most part,
the assumptions used for valuations of MSRS have been followed. We feel that
the termination rates may prove to be too high and that judges will probably
retire at later ages than other State employees.

We also point out that it is necessary to make assumptions about the
future leve1 of Social Security benefits and contributions, and these are rather
unpredictable items.

3. Conclusion

The report complies with the requirements of the statutes. It is now the
intent that the Staters contrlbution each year be based on the results of this
valuation report.

Franklin C. Smith
Associate, Society of Actuaries
Commission Actuary

Increases:

Contribution Def iciency
I,lcrtality Loss - Retired Lives
Change in Normal Cost

Total Increases

Decreases:
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HINNESOTA JUDGES RETIREMENT ruND

SUMMARY OF MAJOR PLAN PROVISIONS

1. T.vPes of Coverage

. t,lith and without Social Security coverage.

For those with Social Security coverage the benefits described
below are reduced by 757/ ot the corresponding benefit payable
under Social Security.

' ,/',
Z. AVerabe Salarv

Highest 5 year average out of the last 10 years.

3. Service Retirement

-rnorma]retirgnentwiththefullbenefitamount:

age 65 with 10 years of service
mandatory retirement at age 70

B. Full benefit amount:

2-L/2% of average salary for each year of service,
not to exceed 601, of annual salary in the year pre-
ceding retirement

C. Eligibility for early retirement with the reduced benefit arnount:

age 62 with 10 years of service

D. Reduced benefit amount:

full benefit amount reduced 1/15th for each year
nder age 65 at retirement.

4. Disabilitv Retirement

A. Full salary for the first two years of disability paid by the
empl oye r.

B. After two years of disability, an annuity computed in the same

manner as the full benefit amount for service retirement but
not less than 25% of average salary.

5. Deferred Benefits

Benefits for which a judge qual ifies at termination of emp'loymerrt
may be deferred unti'l the ear'ly or normal retirement date.
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6. Survivor's Annuitv - Death Before Retirement

50% of an annuity computed in the same manner as the full benefit
amount for service retirsnent dxcept the judge is assumed to have
retired on his date of death. Also the total survivor's benefit
must be at least 257t, of average sa'lary.

7. Survivor's Annuitv - Death After Retirement

A. The normal annuity form is life with no term certain.

B. A retiring judge may elect a joint and survivor or term cer-
ga:in annuity form which is aciuarially equivalent to thetnormal annui iy form.

8. Refund of Contribution

Contributions with interest are refunded on termination provided
the judge does not qualify for any of the above benefits.

9. Contributions

A. Judges:

The Social Security tax rate applied to the entire sa'lary.
For those judges with Social Security coverage the appropriate
portion of this contribution is paid to the Social Security
fund.

B. Employer:

The state provides any additional moneys necessary to meet
obligations. For those judges with Social Security coverage
the state pays the employer Social Security tax.
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