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Gentlemen:

Enclosed herewith is our report setting forth the results of our June 30.
1979 actuarial valuation and experience study for the Judges Retirement Fund.

The valuation and experience study were performed on the basis of accepted
actuarial methods and procedures, in accordance with the applicable provisions set
forth in Minnesota Statutes (Chapter 356) and stipulated in the Contract betvreen the
State of Minnesota and The klyatt Company.

We hereby certify that the 'entry age nonnal cost method was utilized
in determining Ehe accrued liability for all benefits payable under the Fund.

If, in connection with this valuation of the Fund, additional investiga-
tions are indicated, we will be happy to undertake any further computations that may
be desired.
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MINNESOTA STATE RETIREMENT SYSTEM
JUDGES RETIREMENT FUND

Actuarial Valuation and Experience SEudy as of June 30, 1979

INTRODUCTION

Chapter 356 of the Minnesota Statutes, as in effect on June 30, 1979,

requires that an actuarial valuation be performed annually. In addition, the

Statutes require that the appropriateness of the actuarial assumptions utilized

in the valuation be Eested by performing an experience study every fourth year.

This reporE sets forth the results of the act.uarial valuation and ex-

perience study performed as of June 30, 1979 in compliance with the requirements

of the Statutes. The report is divided into two principal parts as follows:

A. PART T - ACTUARIAL VALUATION

This part sets forth the determination of the financial status of the

plan as of June 30, 1979. As required by Statutes this determination was pre-

pared using the enEry age normal cost method, a prescribed assumed interest rate

and salary scale assumption of 5% and 3\% respecEively, as well as the actuarial

assumpEions summarized Ln later tables.

B. PART II - EXPERIE}ICE STUDY

This part consists of an analysis of experience under the Minnesota

State Retirement System, Judges RetiremenE Fund during the three year period

ended June 30, J.g7g. The analysis centers primarily around a comparison of

the actual experience under the plan and that experience projected by the

act.uarial assumptions used currently for valuation purposes. This enables the

actuary to subsEantiaEe the appropriat.eness of the actuarial assumptions or to

suggesE modifications where necessary.

-r.5Wo// coMPANY
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This is the first experience study of the Judges Ret.irement Fund since

it was transferred to the Mj-nnesoEa State Retirement System.

?k*tk*)t*:t**:l

Although recommendations are made pertaining to possible changes as a

result of the experience analysis, it should be noted that these changes have not,

been reflected in this valuation. It is anticipated that the fu1l cost impact of

these will be di-scussed and analyzed in detail in Ehe following year preparatory

to adoption in the 1980 valuation. This approach has been discussed in detail

wiEh the Executive Director.

Respectfully submitted,

THE WYATT CO}IPfu\Y

Minneapolis, Minnesota
LIay 2, 1980

Allan J.
Fellow,

Grosh
Socie ty ct.uar ies

Alan J. Schutz
Assoeiate, Society of Act
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PART I

MINNESOTA STATE RETIREMENT SYSTEM
JUDGES RETIREMENT FI]ND

Actuarial Valuation as of June 30 \979

PURPOSE AND SI]MMARY

The purpose of this report is to set forth the financial status of the

Minnesota State Retirement System (MSRS), Judges Retirement Fund in accordance

with the applicable provisions set forth in Chapter 356 and Chapter 11, Section

LL.25 of the Minnesota Statutes.

Chapter 356 of the Minnesota Statutes sets forth the annual reporEing

requirement,s which govern the public employee retirement systems in Minnesota.

The principal requirements (in addition to the experience study requirements dis-

cussed in Part II of the report) are that an actuarial valuation be performed

each year and that the valuation specifically set forth the foltowing it.ems

based on an assumed 52 interest rate and a J\{/" salary scale assumption:

1. The assets of the plan and the present value of all benefits
which will be payable from the p1an.

2. The normal cost of the plan (as a level percentage of payroll)
based on the entry age normal cosE meEhod.

The accrued liability of the plan, defined as the present value
of all benefits less the present value of future enEry age normal
cos ts

An actuarial balance sheet showing accrued assets, accrued lia-
bilities, and the deficit from full funding of the accrued
liability (unfunded accrued liability).

The annual contribution required Eo pay normal cost and amortize
the June 30, 1979 unfunded accrued liability by June 30,2009.

An analysis explaining the increase or decrease in the unfunded
accrued liability since the last valuation.

Chapter 11, SecEion LL.25 of the MinnesoEa SEaEutes perEains Eo Ehe

operaEion of the llinnesota Adjustable Fixed BenefiE Fund (MAFB) and includes

TH
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requirements regarding the determination of present value of benefits payable

from IIAFB and the corresponding mortality gain or loss each year, the latter to

facilitate an appropriate transfer between the Judges Fund and the MAFB.

This reporting on the status of the Judges Retirement Fund as of June 30,

L979, is intended to comply with all of the requirements regarding actuarial report-

ing that are set forth in Chapters 356 and 11. The Appendix at the end of the re-

port cross references the information set forth herein with that specifically

called for under Chapters 356 and 11 respectively.

Unlike most of the other public retirement programs in Minnesota, the

Statutes do not require that any State contributions be made while a Judge is in

active service. Rather, a terminal funding approach is used wherei-n, at the time

of death, disablement or retirement, the Judgets accumulated contributions in the

plan are supplemented by the required amount of additional SEate General Funds

needed to provide benefi-ts in full. Because of this approach under which the

State funding (over 807" of the total) is deferred until benefits become payable,

any measure of the financial status of the plan will indicate that only a small

percentage of benefits earned have actually been funded. In the past year, this

has been compounded by the fact that a ner^r group of retired Judges and active

Supreme Court Justices have been included for the first time, further eroding the

indicated funding status. For these reasons we would support any attemPt by the

State to advance fund this program at least in accordance wiEh Chapter 356 require-

ments.

In summary, our valuati-on reveals the following:

1. Judgesr contributions to Ehe plan represent L4.77" of total
requirements set forth in Chapter 356.

2. The depth of funding ratio, defined as the assets divided
by the present value of accrued benefits on the ongoing
basis was 24.18% esof June 30, L979.

-2-
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3.

The

greater detail

The unfunded accrued liability as of June 30, 1979 was
$22 ,333, 965.

results of our valuati-on underlying the above are set forth

in the following sections of this report.

l-n

CHANGES FROM THE PRIOR YEARIS RNPORTING

This yearrs valuation reflects two changes from the prior report.

rev1s]-ons are

1.

summarized as follows:

As a result of clarifications made during this past year regarding
required coverage under this plan, per the directive of the Executive
Director, we have included four additional groups of prior retirees
and one group consisting of six Supreme Court Justices for the first
time.

The manner in which the MAFB Annuity Stabilization Account is
disclosed has been revised in accordance with our discussions
with the Executive Director.

The

.,

The effects of these items are discussed in detail throughout the rePort

PRINCIPAI VALUATION RESULTS

The principal results of our valuation may be summarized and compared

with those of the June 30 , 1-978 valuation as follows:

SI]MMARY OF PRINCIPAL VALUATION RESULTS

L978 L979

1. Normal Cost

2. Accrued LiabilitY

3. Valuation Assets

4. Accrued Liability Funding Ratio

5. Unfunded Accrued Liability

6. Chapter 356 Requirement

7. Estimated Judges Annual Contribution

8 . Plan Cont j.nuat ion Liab ility

9. Continuation Liability Funding Ratio
* Parentheses indicate iEem as a percentage

1,149,883 L,342,403
(L2.65)* (13.53)t'

20,305,553 29,L79 ,057

4,854,062 6,845,192

23 .9l-% 23.467"

L5,45L,49L 22,333,865

2,44L,142 2,809 ,t46

384,506 407 ,294

l7 , 188,040 28, 313 ,839

2?..24;,7. 24 .187.

of covered payroll.

-3-
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The normal cost has increased from L2.657. to 13.53% of. covered payroll.

In addition, there has been "r, irr"..use in the accrued liability during the past

year from $20,305,553 to $29,L79,057 and a corresponding increase in the unfunded

accrued liability from $15,45L,491 to $22,3331865. The portion of the accrued lia-

bility that is funded has decreased from 23.9L7. to 23.462 during the same period.

A detailed reconciliation of the change in the unfunded accrued liability from the

prior yearts valuation is also set forth later in the report

The Chapter 356 contribution requirements have increased from $2,44L,L42

to $2,809,146. The change in the Chapter 356 contri-bution requirement represents

the net effect of (i) extending the time for amortizirr.g the unfunded accrued lia-

bility from June 30, 1997 to June 30, 2009, (ii) including the new group of re-

tired Judges and active Supreme Court Justices for the first time, and (iii) net

actuarial losses during the year.

The present value of accrued benefits, deEermined on a plan conEinua-

tion basis (applying all ongoing actuarial assumptions including assumed salary

increases and turnover) increased from $17,188,040 as of June 30, 1978 to

$28,313,839 as of June 30, L979. As a result, the depth of funding ratio, defined

as the valuation assets divided by the present value of accrued benefits, has de-

creased from 28.24% to 24.L8"/..

Table 1(a) summarizes the results of the valuation in detail, while

Table 1(b) sets forEh a comparison between the June 30, 1978 and June 30, L979

principal actuari-al valuaEion results.

VALUATION ASSETS

The Executive Director furnished us with a Financi-al Report setting

forth the assets and liabil-ities of the Fund as of June 30, 1979. The account-

ing balance sheet furnished by the txecutive Director is set forth in Tabte 2(a)

-4-
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as adjusted by us to reflect a $45,828 transfer of assets from the MAFB Fund

to the Judges Fund as a result of this yearts post-retirement mortality gain re-

garding I'IAFB benef its (treatment of MAFB is discussed later in the text).

An accounting balance sheet in the traditional sense sets forth a list-

ing of assets, liabilities and reserves, and to strike a balance, equates the

total physical assets on hand to the sum of liabilities and reserves.

Because of the funding pattern followed in the past under this pIan,

assets on hand are not sufficient to cover benefits in present pay staEus. This

results from (i) no formal funding, (ii) the additi-on of the retired Judges re-

flected for the first time and the active Supreme Court. Justices also reflected

for the first time in the past year, and (iii) the fact that not all benefits in

pay status are paid from the MAFB

Accordingly, in order for the accounting balance sheet to balance, item

8.5 (Reserves - State Contribution Reserve) is a negative amount ($513571406) rep-

resenting the extent to which assets on hand ($6,925,769) fall short of the amount

required to cover the value of benefits currently being paid after adjusting for

member contribuEions on hand and liabilities for accounts payable.

ACTUARIAL BALANCE SHEETS

Table 2(b) sets forth an actuarial balance sheet summarizing the actu-

arial valuat.ion. Whereas the prerriously mentioned accounting balance sheet bal-

ances lhe currenE assets to date with current accumulated reserves for benefits

payable, the actuarial balance sheet compares E,otal assets, including the present

value of all future contributions payable to the plan, \./it.h the presenE value of

all benefits payable from the p1an.

table 3(a) sets forth a balance sheeE comparing the assets and unfunded

accrued liability (the total of the two equaling the accrued liability) to the

current liabiliEies and reserves required under Ehe plan. This table is in the

-5-
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format specifically required by Chapter 356 and is supported by attachments in

the form of Tables 3(b) and 3(c) which set forth Ehe determination of Ehe June

30,1979 unfunded accrued liabiliEy and Ehe June 30,1979 IIAFB Fund Participa-

t.ion respectively.

MINNESOTA ADJUSTABT,E FIXED BENEFIT (MAEB) FI]ND PARTICIPATION

As shown in Table 3(c) the unadjusted MAFB participation reported in

the Financial Statements submitted by the Executive Director was $3,226,645. We

determined that the liability for benefits payable under the MAFB has increased

from $2,315,2L9 as of June 30, 1978 to $3,232,950 as of June 30, L979. Taking

into account substantial active participant retirements during the year, this

reflects a mortality gain of $45,828 since June 30, L978. Consequently, item 2

of the table indicates a transfer of the $45,828 mortality gain back Eo the Judges

Fund from the MAFB Fund resulting in a June 30, 1979 MAFB Fund participation of

$3,180,8L7.

The MAFB Fund is basically a vehicle for providing variable annuiEy

PaymenEs to pensioners, where the changes in benefit levels from year to year

depend on investment performance of the fund. With certain exceptions, when an

active participant retires, assets equal to the present value of future benefits
payable to that participant (and beneficiary, if applicable) are transferred from

the StaEe and Employee Contribution Reserves (and, for the Judges plan, from the

State General Funds if needed) to the MAFB Fund. Thereafter, benefits paid to the

reti-ree are made from the MAFB Fund. The exceptions to this treatment pertain to

those retirees not being paid directly from the MAFB.

Each year, as required by Section LL.25 of the StaEutes, as part of a

determinaEion whether benefits are to be adjusted, the present value of a1l
fuEure benefits payable from the MAFB are compared to asseEs on hand in the I,IAFB

-6-
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Fund after adjustment for mortality gains or losses. The rnagnitude of the An-

nuity Stabilization Account (or ASA, which ls defined as the adjusted assets on

hand in Ehe }IAFB Fund less the present value of benefits for retirees in MAFB)

determines whether benefits are to be adjusted. If the ASA is positive, then

based on a formula set forth in the Statutes, part of this surplus may be used

to increase benefits for eligible reti-rees. If the ASA is negative, then again

according to formula, benefits to eligible retirees could decrease, although

according to Statute, benefits may not be decreased below their original level

upon retirement (or the leve1 on July l,1976, whichever is greater).

As a result of favorable investment experience, the negative account bal-

ance of ($79,237) as of June 30,1978 has reduced to a negative balance of ($52,133)

as of June 30,1979. This year's ASA has been reflected in all of the tables and

balance sheets as follows:

ACCOUNTING TREAT}IENT OF MAFB AND ASA

ASSETS:

. Actual Participation

LIABILITIES:

3, 1Bo ,817

. Present Value of Benefits Payable
from MAFB as of June 30, L979 3,232,950

. Annuity Stabilrzation Account (52,133)

. ToEal Liability Equals Reserves
Required by i,lSRS 3,180,817

In fact, the approach taken is to reflect assets and liabilities as

offsetEing items with no resulting surplus or deficit to the Judges Retirement

Fund, the intent of the Statutes in our opinion. This approach suggests that if

the ASA is positive, any surplus simply represents a liability to MAFB for future

-7-
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The above represents a slight change from procedures in the prior yearrs

rePort which we have discussed in detail with the Executive Director and would

outline as follows:

increases. On the other hand,

deficiency in the l,lAFB which in
musE be covered in ful1 before

It is

throughout the

manner.

if it is negative, this deficit represents a fund

the absence of legislated ad hoc adjustments,

future increases are granted.

In prior years, when the ASA was negative, the accrued
liability (or total required reserves) reflected it by
including for retirees the actual present value of benefit.s
payable, even though actual underlying assets were deficient
by the dollar amount of the ASA. This implied that the ASA
in negative form r,ras a liability of the Judges Fund. However,
in disclosing the unfunded accrued liability, this amount was
deducted.

In determining the depth of funding on a plan cont.inuation
basis in prior years, a negative ASA was treated as a posi-
tive asset (to balance, since it was not deducted from the
present value of benefits payable to retirees on the liabil-
ity side), thus resulting in a slightly higher funding ratio.

In Ehe prior yearrs analysis of income and disbursements, a
balancing item equal to the change in the ASA during the
year was required Eo reconcile the change in the unfunded
accrued liability during the year. Since we do not involve
the ASA in our determinati-ons, this balancing item is no longer
neces sary.

our opinion that our method reflects a more consistent treatment

report and presents items for disclosure purposes in a uniform

RECONCILIATION OF THE I]NFTDIDED ACCRIIED LIABILITY

1.

2.

3.

Tables

during the year.

that the increase

4 and 5 reconcile the change in the unfunded accrued liability

Table 4 sets forth an accounting balance sheet illustrating

in the unfunded accrued liability is equal to Ehe excess of

deductions over income during the year, where any increase in required actuarial

reserves is indicated as a deduction item.

-8-
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Table 5 sets forth our analysis of the change in the unfunded accrued

liability. As is shown in detail in the tab1e, the unfunded accrued liability

increased from $15,457,491 on June 30, L97B to $22,333,865 on June 30, L979. This

increase has resulted primarily on account of:

1. A reduction due to contributions (employee plus appropriations
from State General Funds for Judges retiring during the year)
in excess of normal cost, operating expenses and interest on Ehe
unfunded accrued liability, in the amount of $394,652.

2. An increase due to reflecting the new group of retired Judges
for the first time, in the amount of $5,534,479.

3. An increase of $969,630 due to reflecting active Supreme Court
Justices for the first time.

4. An increase of $712,917 due to net actuarial losses during the
year.

The actuarial losses are attributable to the extent that salary and

turnover losses have exceeded all other gains during the year.

EMPLOYEE DATA

The Executive Di.rector furnished us with employee information pertain-

ing to all active members, inactive members and retired members of the Fund.

Tables 6(a) and 6(b) summarize the changes in active, inactive and retired

membership during the year in accordance with the requirements set forth in

Section 356.215 of the Minnesota StaEutes, Subdivisions 4 and 5.

As noted earlier, the following groups of retired Judges and their bene-

ficiaries have been included for the first time:

1. County Paid Judges.

2. County Court Judgesr Widows.

3. District and Supreme Court Judges' Widows.

4. District and Supreme Court Judges.

In addition, the six active Supreme Court Justices participating in the

Supreme Court Justices Plan have been reflected in the Judges Retirement Fund

actuarial valuation for the first time on June 30, 1979.

-9-
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PLAN VALUED

The provisions of the Minnesota Retirement System, Judges Retirement

Fund are governed principally by the Uniform Ret.irement and Survivors Annuities

for Judges section of Chapter 490 of the Minnesota Statutes vrhich-are sumnarizeT

in Table 7.

In addition, Table 7 sets forth a surunary of the Supreme Court Justices

P1an, which is also covered in Chapter 490 of the Statutes. I^7ith the exception of

the coverage clarifications noted earlier, we are not aware of any material changes

to either of these plans since last year.

ACTUARIAL METHODS AND ASSIIMPTIONS

The. actuarial methods and

Fund and the Supreme Court Justices

Judges Retirement Fund

assumptions differed for the Judges Retirement

Plan and are summarized separately as follows:

percentage is de-

benefits payable
each memberr s

compensation
each memberrs

Actuarial Methods

The method used for the Judges Retirement Fund is one of the

many variations of the entry age cost method which was used by the prior

actuary and is identical to the method utilized in valuing the MSRS

State Employees Retirement Fund.

Under the method, the entry age normal cost

termined as (a) divided by (b) where:

(a) equals the sum of the present value of
for all active members, determined at
entry age; and

(b) equals the sum of the present value of
for all acti-ve members, determined at
entry age.

The normal cost for the year is then determined by applying the

normal cost percentage to coveredpayroll. The accrued liability is, by

definition, equal to the present value of all benefits payable under the

-10-
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plan, less the present value of all future normal costs. The unfunded

accrued liability is the net of the accrued liability and current valu-

ation assets on hand.

The method has produced a slightly higher normal cost and a

slightly lower unfunded accrued liability for this group than the more

standard entry age normal cost method. The impact of this method has

been discussed with the Executive Director preparatory to completion of

this report.

Actuarial Assumptions

The actuarial assumpEions for the Judges Retirement Fund were

identical to those used in the prior yearts valuation and are set forth

in Tables 8(a) through B(c).

Supreme Court Justices Plan

Actuarial Methods

The standard entry age normal cost, with normal cost developed

directly as a percentage of pay for each member was used for the six

Supreme Court Justices valued in the p1an.

Actuarial Assumptions

The act.uarial assumptions, which are idenLical to those used

by the prior actuary, are summarized in Table 8(a).

-11-
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PART II

MINNESOTA STATE RETIREMENT SYSTEM

JUDGES RETIRE}MNT FI]ND

Ele

PURPOSE

An actuarial valuation is basically a procedure under r+hich the financial

condit.ion of a retirement program is determined. In addition, the valuation pro-

vides a determination of funding requirements which set forth the pattern of

expected costs in a uniform, predictable and consistent manner. In order to

determine the liabilities and applicable annual contribution amounts several as-

sumptions affecting the level of projected benefits which will become payable

under the plan are made. The extent to which any valuation method can accurately

Eeasure Ehe financial liabilities of a retirement program depends heavily on

whether or not the actuarial assumptions, in the aBgregate, closely reflect

actual experience under the plan.

The purpose of this experience study as called for under Chapter 355 of

Minnesota StatuEes is to compare "expected experiencg'l predicted by the actuarial

assumptions, with "actual experience" over the pastthree years (July 1, 1976

through June 30 , 7g7g) with a view tor,rard revising those assumptions which prove

inconsisEent with actual experience and in the aggregate r,rould produce material

cost devj-ations. This study consists of such a comparison and analysis with

regard to the following assumpti-ons which are used along with the 5% assumed in-

terest rate and 3%Z assumed salary increases mandated by Chapter 356 of the

Minnesota Statutes:

1. Separation from service on account of:

a. Withdrawal prior to vesting;

b. Death;

-L2-
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c. Disability;

d. Retirement.

Mortality experience of retired and disabled annuitants.

Operating expense levels.

It should be noted that although the Statutes call for an experience

study based on four years of data, information concerning separations during Ehe

fiscal year ended June 30, L976 was not available. We have discussed this with

the acEuary for the Legislative Commission on Pensions and he has agreed that a

study based on three years of experience would be appropriate.

EXPERIENCE DATA

We have examined the emerging experience of the plan during the three

year period ending June 30, 1979. The data, submitted by the Executive Director

of the I'Iinnesota SEate Retirement System, included those iEems necessary for the

June 30, L979 valuation along with copies of the data submitted to the prior actu-

aries for performance of the June 30, L977 and June 30,1978 actuarial valuations.

The basic data includes all active and retired members reported on the prior three

valuation dates as follows:

,,

3.

SIJMMARY

THREE YEAR
OF EXPERIENCE

PERIOD ENDING
DATA FOR

JI]NE 30
THE

1979

Year
Ending

June 30, L977

June 30, L978

June 30, L979

Active
Part ic ipants

2L3

2L6

2L7

Retired
Participants'*

L7

27

32

x Including disabled participants.

The study has not been done on a sex specific basis, since the majority

of the members are ma1e.

-13-
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In the following sections we summarize the results of the experience

study and analyze the appropriateness of the actuarial assumptions with respect

to the anticipated impact on the overall cost of the plan. Specific recommenda-

tions for any changes are set forth in the last sub-part of this analysis (Summary

and Recommendations).

SIIMMARY OF RESI]LTS - RATES OF SEPAMTION FROM ACTIVE SERVICE

As follows, we have summatized the expected experience versus actual

experience pertaining to rates of separation from active service. It should be

noted that expected experience was based on each year's valuation data and on

the rates set forth in the active servi.cetables (fables B(b) and B(c)) later in

this report.

1. Non-Vested Withdrawal

The actuarial valuation of the MSRS Judges Retirement Fund includes

assumptions aS to the rate of non-vested turnover. That is, based on a

memberts age, rates of withdrawal prior to achieving eligibility status for

any benefits (other than a return of contribuLion with interest) are assumed.

The following table sets forth a comparison of actual non-vested termination

experience over the past Ehree years with that projecfed by the rates set

forth in the present active service table.

WITHDRAWAL PRIOR TO RETIREMENT

Expected Non-vested Withdrawals

Actual Non-vested Withdrawals

Experience Ratio

16

2

L2.5i!

There has been essentially no non-vested withdrawals from Ehis group.

We recommend that this assumption be adjusted to assume no withdrawal prior to

ret irement.

-t4-
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2. Mortality

The following schedule compares actual deaths among active mem-

bers with the number projected by the assumed mortality rates whlch are set
forth in the active servi,ce table:

MORTALITY PRIOR TO RETIREMENT

Expected Deaths 6

Actual Deaths 3

Experience Ratio 5O.OT"

Although the data is not substantial enough to ind.icate any signif-

icant trends, there has been a current trend towards decreasing mortality in

recent years. This is borne out by the experience study for the MSRS General

Plan, and we therefore recommend that a more recent tab1e, reflecting recent

mortality improvements, be adopted.

3. Disability

There have been three disabilities during the past three years, al-

though direct application of the disability rates would indicate that zero

disabilities were expected. Obviously, this is much too small a group Eo

adequately test the appropriateness of the disability rates. As set forth in

the Suuunary and Recounnendations secEion, we recommend that the disabilify

rates be modified slightly to be consistent with the revision we recommended

for valuing the MSRS General Plan.

4. Age Retirement

The valuation for Judges utilizes rates of retirement which assume

retj-rements to take place as early as age 58. The following table sets forth

a comparison between the actual number of retirements over the past three

years and those expected by applicati-on of the valuation rates, taking into

account each memberts age and. associated probability of retirement.

-15-
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RETIREMENT

Expected Retirements 70

Actual Retirements 22

Experience Ratio 3L.4"A

Actual retirement experience has been significantly lower than that

expected over the study period. This translates j-nto employees tending to

retire later than predicted by direct application of the reEirement assump-

tions. This trend is also borne out by noting the average retirement age

of those retiring in recent years as follows:

EARLY RETIREMENT TREND
IN RECENT YEARS

Retirement in the Average
Year Ending Retirement Age*

June 30, 1976 7L.4

June 30 , L977 69.3

June 30, 1978 70.3

67 .5June 30, L979

xAs reported by tire Executive Director and
documented in prior actuarial valuation
reports

Although

69.9, to retain a

ment assumption be

the average retirement age of

degree of conservativeness we

revised to age 68.

all existing annuitanEs is

recommend that the retire-

SUMMARY OF RNSULTS - POST RETIREMENT MORTALITY

1. Mortality After Retirement

The valuation utilizes a mortality assumption based on the male and

female 1951 Group Annuity Mortality Tables with ages set back one year for

males and two years for females. The following Eable sets forth a comparison

-16-
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1979 and thar

POST-RET I REI'{ENT }{ORTALITY

Expected Deaths 5

Actua1 Deaths 4

Experi-ence Ratio 80.0%

Although the data is not substantial enough to reflect significant

trends in mortality, noting again current trends towards improved mortality,

and further noting that these improvements have been borne out by the mor-

tality experience of the MSRS General Plan over the past four years, we rec-

commend that a more recent annuitant mortality table be adopted.

SU]'OIARY OF RESULTS - EXPE}{SE PROVISIONS

of actual mortality during the

which is expected based on the

three year period ending June 30,

valuati-on assumptions :

payroll

the past

follows:

The presenE valuation takes into account a

for operating and administrative expenses of

three years has indicated an average actual

provision of .747 of covered

the System. Experience over

expense provision of .167" as

be

Reflecting

increased to .L6%

this average,

of payro11.

we recommend that the assumed expense provision

-I7-

EXPENSE PROVISIOI{S

Year Ending

June 30, 1979

June 30, 1978

June 30, L977

Total

Actual
Expenses

t5,437

lL,269

l.3,776

39 ,882

Covered Payroll

g,0gg,ggg

g ,04i, ooo

6 ,059 ,7 40

24,L99,728

Percentage
Provision

0.L7 %

0.I2"A

o.2z"l

o.L6%

1War
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SUMMARY AND RECOMMENDATIONS

Based on the results discussed throughout the study, we recommend the

following:

1. The assumpti-ons concerning non-vesEed withdrawal should be
revised so that no non-vested withdrawal is assumed. Upon
application of this assumption, if the minimal non-vested
withdrawals experienced by the plan continue to occur, slight
actuarial gains will result.

2. The pre and post-retirement mortality assumptions should be
revised to reflect the recent trend toward improved mortality.
For this purpose, we would recommend the 1971 Group Annuity
I'lortality Table (or modif ication thereof ) . This table was
prepared by the Society of Actuaries in order to reflect those
improvements in mortality which have occurred subsequent to
the publication of the 1951 Group Annuity Table. In accordance
with standard usage of this table, we recommend that female
rates be based on the male Eable, with ages set back six years.

It should be noted that a change in the mortali-ty basis will
increase the reported present value of benefit.s to be payable
from MAFB and serve to reduce or diminish future MAFB mortality
losses. Based on a discussion with the actuary for the Legisla-
tive Commission on Pensions, we concur that the simplest and
most equitable manner in which to reflect this would be to
transfer funds from MSRS to the MAFB in the amount of the in-
crease in reserve requirement produced by the revised mortality
basis. In this way I'ISRS would essenLially be making a one time
payment to eliminate future anticipated mortality losses which
r+ill occur if use of t.he 1951 Group Annuity Table is retained
for retirees.

3. The current assumed rates of disability be retained, but
,the rates after age 40 be gradually increased so that they
are IOO% higher at ages 50 and thereafter. This is the same
recommendation made for t.he General plan.

4. The assumptions concerning the rates of retirement be replaced
by an assumed retirement age of 68

5. The expense provision be increased from . L4Z to .L6% of
covered payroll.

I^Ie suggest in accordance with the above, that the cost impact on Chapter

356 requirernents of the }tinnesota Statutes be analyzed completely in the ensuing

fiscal year such that changes, if deemed material and necessarlr be implemented i-n

the 1980 valuation.

-18-
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Table 1(a)

MINNESOTA STATE RETTREMENT SYSTEM
J1IDGES RXTIREMENT FT]ND

Summary of Act.uarial Valuatlon as of June 30, 1979

Judges
Plan Total

B.

A. BASIC DATA

1. Active Members

a. Number
b. Covered payroll
c. Average prospective annual benefit l/

2. Retired Member/Beneficiaries

a. Number
b. Average annual beneflt payable

3. Deferred Annuitants

a. Number
b. Average annual vested benefit

4. f'orme:: Members Without Vested Rlghts

a. Number
b. Average employee contributions

BASIC FINANCIAL REST]LTS

1. Normal- Cost

2. Accrued Liability
3. Val-uation Assets

4. PorEion of Accrued Liabillty Funded

5. Unfunded Accrued Liability f Z - : ]
DETERMINATION OF ANNUAI REQUIREMENT IN
ACCORDANCE I'IITH CHAPTER 355 2/

l. Normal Cost

2. Assumed Operating Expenses

3. Amortization of che Unfunded Accrued
Liability by June 30' 2009

4. Total Chapter 355 Requirenent f I + 2 + 3 ]

5. Portion Being Funded by Judges Contributions

DEPTII OF FI]NDING - PLAN CONTINUATION BASIS

1. Present Value of Accrued Beneflts
a. Active members
b. Deferred annuitants
c. Retirement and survivors benefits not

payable from I'IAFB Fund
d. Benefits payable from IIAFB Fund
e. Annuity Stabilization Account
f. Total present value of accrued benefits

2. Asset Reserves

3. Ratio of Accrued Benefits Funded f 2 +

Reflects assumed increases in salary as seE
Chapter 356 requiremenEs reflect revl-sions
June I, 1979. Parentheses lndicate ChapEer

r(f) l

2L4
9 , 606 ,000

30, 3s5

129
t0,325

4
7 ,O48

t
376

L ,27 5,677

28,209 ,427

6 ,84s,r92
24.277"

21,364,235

| ,27 5 ,677
(13.28)
L3,448
(0. r4)

L ,389 ,77 4
(r4.47)

2,678,899
(27 .89)
407 ,294
(4.24)

Supreme Courc
Jus t iees

6
318,000

53 ,055

:::

66,726

959,530

o.oo7"

969,630

66,726
(20.98)

445
(0. I4)
63,O7 6

(1e.84)

t30,247

'il_"'

.1105'

ei2losr

o.oo7"

220
9 ,924 , 000

30,97 5

129
LO,326

4
7 ,O48

I
376

t,342,4O3

29,r79,O57

6,845,r92
23.462

22,333,865

| ,342,403
(13.s3)
l3,893
(0.14)

1,452,850
(r4.64)

2,809 ,146
(28.31)
4O7 ,294
(4.10)

c.

D.

t6 ,7 L5 ,7 9l
737 ,248

7 ,457 ,932
3,232,950

(s2,133)
27 ,50L ,7 88

6,845,t92
24.897"

17 ,527 ,842
L37 ,248

7 ,457 ,932
3,237,950

(s2,133)
28,313,839

6,845,192

24.L87.

r/
;t

forth in Table 8(a),
in the law effective for
356 contribution levels

-1 9-

valuatlons performed subsequent
as a percenrage of salary'
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Table I (b)

MINNESOTA STATE RETIREMENT SYSTEM

JUDGES RETIREMENT FUND

Comparison of 1978 arrd 1979 Actuarial Valuation Results

1 978 T/

1. Active }lembers

a. Number
b. Covered payroll
c. Average prospective

annual benefit U
2. Retired Members/Beneficiaries

a. Number
b. Average annual benefit

payable

3. Deferred Annuitants

a. Number
b. Average annual vested

benefit
4. Former Members Without Vested

Rights A
a. Number
b. Average employee contributions

5. Normal Cost 3/

6. Accrued Liability 4/

7. Valuation Assets

B. Unfunded Accrued Liability
9. Revi.sed Chapter 356 Requirement

(Normal Cost Plus Amortization
by 200e) 4l s/

10. Prior Chapter 356 Requirement
(Normal Cost PIus Amortization
by I9e7) 4l sl

11. Present Value of Accrued Benefits -
Plan Continuati-on Basis A

12. Depth of FundincL 7 * 11 ]

2t7
9, oBg,98B

N/A

42

11,049

3

6,657

N/A
N/A

1,149,883
(12.6s)

20, 305 , 553

4,954,062

15,451 ,49L

2 ,L67 ,7 5l
(23.8s)

2,441 ,L42
(26.86)

17 , 188,040

28.247.

t97 9

220
g,g24,ooo

30,97 5

t29

10,326

4

7 ,048

1

375

| ,342,403
(13.s3)

29,179,057

6,845,L92

22,333,865

2,809 ,L46
(28.31)

3 ,266,87 4
(32.92)

28,313,839

24.r87"

Amount for 1978 not

L/

?t

3/
Z/
5t

New group of retired Judges added and active Supreme Court Justices included
for the first time.
Per. salary scale assumption set forth in Table 8(a).
readily available from prior report.
Parentheses indicate contribution levels as a Percentage of salary.
Not including the Annuity Stabilization Account.
Ineluding assumed operating expenses and .1411 of covered payroll. See

text for a description of the recent revisions to Chapter 356 of the
Minnesota Statutes. Parentheses indicate contribution levels as a percentage
of salary. -20-
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Table 2(a)

MINNESOTA STATE RETIRNMENT SYSTEM

JI.DGES RETIREMENT FTIND

Accounting Balance Sheet as of June 30, 1979

I _5,437.05

4 ,528.78

3,23?-,95O.OO

( s2, 1 33.00)

toward providing benefits.

A. AS SETS

Cash

Short Term Investments (at Cost)

Accounts Recelvable:

a. Due from MAFB Fund for
MortallEy Galn

Accrued InteresE on Investments

Dlvidends Declared and Payable,
but Not Yet Received

Investment in Debt Securlties at
Amortlzed Cost

7. fnvestment tn G.N.M.A.rs at Anortized Cost

8. InvestlrenE in Equlties at Cost ll
9. Deferred Yield AdJustrrent Account

10. Particlpation in the MAFB Fund

II. TOTAL ASSETS

B. LIABILITIES AND RESERVES

Liabil i ties

l. Accounts Payable

a. Due State Employees Retirenent Fund

b. Due General Fund

Deferred credits and County RelmbursemenE

Total Llabilitles

Reserves

l.
n

3.

4.

5.

5,366. 1 5

513,480.00

45,828.00

69,247 .86

4 ,4tl .7 5

1,977 ,t32.35
280,536 .38

754,205.56
(5,357.00)

3,180,817.00

6,92s,7 69 .06

19,965.84

50,510.99

---!!-,1-Z-€...qL

3,180,817.00
I,553,849.6I

844,010.00

6 ,623 ,922.OO

(5,357,405.38)

6 ,8t,5 ,192.23

6,925,7 69.06

6.

,
3.

4.

l. tlinnesota Adjustable Flxed BeneflE Fund

a. Actuarial reserve requirement

b. Annuity Stabilization Reserve

Member ConEributlon Reserve

Retirement Reserve - "O1d Law" Judges

Retirement Reserve - Additional Judges
and Survivors

State ConErlbution Reserve

Total Reserves (Vaiuation Reserves) Zl

TOTAL LIABILITIES A\D RESERVES

Market value as of June 30, 1979 is 5783,563.00.

Portlon of asseEs to be applied as valuation assets

7.

r/
2/
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Table 2(b)

MI}INESOTA STATE RETIREMENT SYSTEM
JUDGES RETIREMENT FI]ND

Actuarial Balance Sheet as of June 30 L97 9

A. ASSETS

1. Assets on Hand from Accounting Balance Sheet:

3.

4.

a. Participation in MAFB Fund
b. Al-1 other assets

2. Present Value of Judgest Future
Contributions
Present Value of State Future
Contributions Applicable to:
a. Entry age normal cost
b. Unfunded accrued liabilitv
TOTAI ASSETS

a. Retirement benefits
b. Disability benefits
c. Refundments due to death

or withdrawal
d. Surviving spouse benefits

a. From MAFB Fund
b. Annuity Stabilization Account
c. From Judges FunC

TOTAL LIABILITIES

-22-

3,190,817
3,744 ,g5Z

7 ,626,862
22,333 ,865

25,658,052
585,926

473,505
2,490,5I3

3,232,95O
(52,t33)

7 ,467 ,932

6 ,925 ,7 69

3r188,074

29,960,727

40 ,07 4 ,570

80,577

29,207 ,996

t37,248

lo ,648 ,7 49

40,o74,57O

B. LIABILITIES

1. Current Liabilities from Accounting Balance Sheet

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

3.

4.

Present Value of Benefits for Deferred Annuitants
Present Value of Presently Retired Persons

5.

-r.1Wo// coN4PANY
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Table 3(a)

!{IN}IESOTA STATE RITI\.ET{ENT SYSTEH
JIIDGES RXTIRXI.ENT FTIND

ter 356 Balance Sheet as of June 30 t97 9

ASSETS A}TD UNFTJ}IDED ACCRLED LIABILITY
A. ASSETS

l. Cash
2, Short Tern Investments (at Cost)
3. AccountsReceivable:

a. Due from LIAFB for mortality gain
4. Accrued Interest on Investments
5. Dividends Declared and Payable, but

Ilot Yet Received
6. Investment ln Debt Securitles aE

Arnortized Cost
7. InvesEment ln G.N.M.A.rs at Amortized CosE
8. Investment in Equitles at Cost
9. Deferred Yie]d Adjustment Account

10. Participation in the MAFB Fund
11. Total Assets

IJNFI]NDED ACCB.UED I,IABILITY

1. Total Unfunded Accrued LiablliEy

2. TOTAL ASSETS AND T]NFUNDED ACCRUED LIABILITY

5,366.15
61 3,48C.00

45 ,828 . 00
69,247 .86

4 ,4ll ,7 5

| ,977 ,132.36
2 80 ,635 . 38
7 54 ,2q6 .56

(5,357.00)
.3,I80,817.00
6 ,925,7 59 .q5

B.

22,333,864.77

29 ,259 ,633 -83

CIJRR.ENT LIA,BILITIES A}ID RESERVES REQUIRED

c. LIABILITIES

l. Accounts Payable:
a. Due State Employees Retirement Fund
b. Due General Fund

2. Deferrecl Credits and County Reinbursement
3. Total LiabiliEies

RESERVES REQUIREI)

1. Total Reserves Required per Attached fable 3(b)

2. TOTAI CURRENT LIABILITIES AND RESERVES REOUIRED

15,437,06
4,528.78 19,965.84

60,6r0.99
80,576.83

D.

29.179,057.00

29,259,633.83

NoTE: Accumulated contrlbutLons, without lnterest, of members noE yet retired anounted to $1,553,849.61
as of June 30, 1979 (lncIudes accrued but unpaid conEributlons).

-23-
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Table 3(b)

MINNESOTA STATE RETIREMENT SYSTEM
JI]DGES RETIRX}{ENT FT]ND

Determination of Accrued Liability and
Unfunded Accrued Liability as of June 30, 1979

(1)

PresenE Value
of Benefits

(2)
Present Value
of Applicable
Porti-on of
Normal Cost
Contributlon

(3)

Accrued Liability
Equals Reserves

Required
(t) -(2)

I
N)s'
I

A. DETERMINATION OF ACCRUED LIASILITY

1. Active Members

a. Retirement benefits
b. Disability benefits
c. Refundments due to death

or withdrawal
d. Surviving spouse benefits

2. Deferred Annuitants

25,658,052
585,926

473,505
2,490,513

t37,248

7 ,467 ,932
3 ,232,950

(52,133)

39,993 1993

8,193,114
24O,463

690,361
1 ,690,999

10,814,936

77 ,464,938
345,463

(216,856)
799,5t5

t37,248

7 ,467 ,932
3 ,232 1950

(52,133)

29 ,17 9 ,057

6,845,r92

22,333,865

3.

4.

5.

6.

Retirement and Survivors Benefits
from Judges Fund

Benef lts Payable From I*{AFB Fund

I4AFB Fund Annuity Stabilization Account

Total

Accrued Liability
Valuation Assets

Unfunded Accrued Ltabillty f t - Z ]

B. DETERMINATION OF UNFI]NDED ACCRUED LIABILITY

1.

)

3.

29,179,057
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Table 3(c)

MINNESOTA STATE RETIREMENT SYSTEM

JIIDGES RETIREMENT FIIND

Determination of MAFB Fund P4rticipation
and MAFB Fund Annuity Stabilization Account

as of June 30. L979

1. Unadjusted MAFB Fund Participation
as of June 30, 1979

2. Transfer to Judges Fund'from I"IAFB

Fund for 1979 Mortality Gain

3. },IAFB Fund Participation after
Transfer fr+z]

4. Present Value of Benefits Payable
from I4AFB Fund L/

5. IIAFB Fund Annuity Stabilization
Account fg-+]

3,226,645

(45,828)

3 , 1Bo, 817

3,232,950

( 52 ,133)

L/ Allocated to members eligible or not eligible to participate in any
January 1, 1980 increases as follows:

a. Liabilityi for members eligible
to participate in increase 2129-91699

b. I-iability for members not eligible
to participate in increase : 9-331251-

-25-
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A. INCOYE

l. From Judges Contributlons
2. From the St.aEe

a. General- Fund appropriations
b. Transfers from the StaEe General Fund

3. From Investments
a. InteresE on securlties
b, Dividends on corporate stock
c. Recognized unre;rlized appreciation

on stock
d, Gain on sale of securltles
From MAFB Pund Participation
a. Part.icipation ln ]"{AFB Fund Income
Other Revenues
a. Transfer fron Survivors of Citv and

ProbaEe Judges
b. CounEy reimbursenenEs
c. Prior year adjustrnents

6. TOTAI INCOI.TE

DEDUCTIONS FROM INCO}TE

Table 4

HINNESOTA STATE RETIR,9}{XNT SYSTSI'I
JIJDGES RNTI,R.EMENT FI]ND

Analysls of Income and Deductlons From Income
and Effect on the Unfunded Accrued Liabillty

628 ,t62 .55
1,310,737.88

238 ,400 . 50
36,413.37

0. 00
4 ,97 2 .O()

398,572.23
10I,817.07

50.10

4.

5.

393,224.t6

I ,938,900.43

279 ,78s.93

153,356.34

500,439.4q

3,265,706,26

t ,254 ,7 68 .33

4 ,37 1 .CO
15,437.05

_9,873, s04 .00

_10,148,080.39

15,451,490.64
22,333 .864.77

6,882,374.13

B.

Benefits
a. Judges Plan service retirement

annuiEies
b. Judges Plan disabllity reEire-

ment benefits
c. Judges Plan survivor beneflts

( spouses)
d. Supreme and District Court

Judges Plan reEirernent annuitles
e. Supreme and District CourE

Judges Plan survivor beneflts
f.. County Paid Judges Plan
Refundnents
a. Erroneousdeductions
b. To countles
Administrative Expenses !/
Increase in Total Reserves Requlred
a. Reserves required 6/30/78
b. Reserves required 6130/79

TOTAI. DEDUCTIONS FROM INCOMI

EXC:SS 0F DEDUCTIoNS FRoM INCo),IE OITR II.]CoI,IE

c. R.EDUCTION I\T UNFIJ}IDED ACCR1IED LIABILITY

Unfunded Accrued Liability 61 3O/7 I
Unfunded Accrued Liability 6/ 30/79

3. INCREASE IN IJNFU}IDED ACCRUED LIABILITY

Represents 0.171. of covered payro11.

l.

,

6.

456,600.54

25 ,7 6L .08

49,595.84

445,383.52

17 q ,7 34 .65
105,691 .70

1,113.58
3,257.32

20, 305 , 553 . 00
29,179,O57 .OO

5.

!/

-26-
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Table 5

MINNESOTA STATE RETIREMENT SYSTEM
JIIDGES RETIRE]'IENT FINID

o""";::,ff 
:ffi"f;;"::r'l:"YT:li;: 3;::";3.'i;|;""

1. Ilnfunded Accrued Liability as
of June 30, L97B

2. Change Due to Current Rate of
Funding and Interest Requirements

a. 1978 - 79 past service
contribution

b. 57" interest requirement
(1,,167 ,227)

772,575

r5,451 ,49r

(394,652)

5,534,479

969,630

772,9LV

22,333,865

3. Change Due to Reflecting Additional
Judges for the First Time

4. Change Due to Including Supreme
Court Justice AcEive Members
for the First Tinne

5. Change Due to Actuarial Gains (indicated
by parentheses) or Losses (no parentheses)
Because of Experience Deviations from
Expected

a. I4AFB mortality gain (45,825)

b. Salary 634,833

c. Social Security increase (1311378)

d. Investments ( 151 ,593)

e. I^Iithdrawal , disability,
mortality (balancing item) 466,880

6. Unfunded Accrued Liability as of
June 30, 1979

-27 -
0W"rt



Table 6(a)

MINNESOTA STATE RETIRTMENT SYSTEU
J1IDGES RETIRE},IENT FI]ND

Covered Judges Retirement Fund
as of June 30

Employee Census Data
1979 Ll

Acti-ve at June 30, 1978

New Entrants

Total
Less Separations from Active Service:

Separation with a Vested
Rj-ght to a Deferred Annuity
Separation with Neither
Refundment Nor Right to a
Deferred Annuity
Disability
Service Retirement

Total Separations

Active at June 30, L979

Number

2L7

7

224

1

1

7

10

214

AVEMGE ENTRY AGE OF NEI.I E}fLOYEES

Annualized Payroll
9 ,089 , 988

315,000

42,0AO

42,000

42 ,000
279,OOO

405,000

9 ,606 ,000

For the Fiscal Year
Ending

6 /30/7 6
6/30/77
6/30178
6/30179

Average age at
for all active

State service
at 6/30/79

Average Age
at Entry

42,1
39. B

46.8
38.7

42.r
entry in
ernployees

r/ In addition 6
reflected for

Supreme Court Justices
the first time i-n the

participating under
valuation.

their own plan were

-28-
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Table 5(b)

MINNESOTA STATE R.ETIRE]"1ENT SYSTEM

JIIDGES RETIRE'I.{ENT FI.]ND

Judges Retirement Fund Annuitant Census Data
as of June 30, 1979

Number

A. SERVICE RETIREMENT ANNUITANTS t/

B.

Receiving at June 30, 1978

New

Deaths

Receiving at June 30, L979

DISABLED E}fPLOYEES

Receiving at June 30, 1978

New

Deaths

Receiving at June 30, L979

C. I.IIDOWS RECEIVING AN ANNUITY OR

SURVIVOR BENEFIT

Receiving at June 30, 1978

New

Transfer

Receiving at June 30, 1979

CHILDREN RECEIVII{G A SURVIVOR
BENEFIT

31

7

1

37

1

2

1

2

Annual Annuity
Benefit_Payable

399,279.60

104,138.40

17,420.04

485,997 ,96

6,477 .t2

28,479.60

19,160.88

t5,795.84

58,306 .92

0. 00

8,710.08

49,596.84

10

0

1

9

D.

)

_29_
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)

Number
Annual Annuity
Benefit Payable

E. DEFERRED ANNUITANTS

Deferred as of June 3C, 1978

New

Began Receiving

Deferred as of June 30, 1979

3

1

0

4

19,971,12

8,22O.00

0.00

28,t9r.t2

F. NEI,I RETIREES (NOT PREVIOUSLY
IN JUDGES RETIREI'{ENT FUND) 

-
Receiving at June 30, 1979 81 780,602 . 88

AVEMGE AGE AT RETIRE},IENT OF I$EI^I SERVICE AN]'ITIITANTS 2I

Fiscal Year
Ending

6/30/76
6/30/77
6/30/78
6/30/7e

A11 Existing Servi-ce Annuitants

Average Retirement
Aseg

71,4
69.3
70.3
67 .5

69,9

r/
zt

Includes Non-MAFB
Not including the
Retirement Fund.

retired Judges.
new retirees not previously in the Judges

-30-
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Table 7

MINNESOTA STATE RETIREMENT SYSTE},I
JUDGES RETIREMENT FUI,]D

Summary of Principal Plan Provisions as of June 30, 1979

JUDGES PLAN

1. Coverage:

2. Types of Coverage:

a. Including Social
Security:

From f i-rst date as a Judge.

3. Contributions:

a. From Judges:

Not Including
Social Security:

From the State:

Average Salary:

b.

Al1 Judges except those excluded by Item
2(b) are covered by Social Security.

Judges prior to January 1, L974 were given
the opportunity to elect not to be covered
under Social Security.

Judges pay the Social Security Tax Rate
applied to the entire salary. For those
Judges with Social Security coverage, the
appropriate portion of this contribution
is forwarded to Social Security.

The State provides any additi-onal funds
necessary to meet obligations.

Monthly average for the highest 5 years
of salary within the last 10 years.

Earlier of:

. attainment of age 65 and completion of
10 years of service; or

. attainment of age 70.

2-L/27" of Final Average Salary for each
year of service, subject to a maximum of
60% of annual salary in the year immediately
preceding retirement.

Benefi-ts for Judges who retire at age 70
with at least 10 years of service and who
were members of the plan prior to January
1, 1974, are subjected to a minimum of 50%

of Final Average Salary (proportionately
reduced for less than 15 years of service).

Final

Normal Retirement:

a. Eligibility:

Benefit Amount:

Minimum Benefit:

-31-
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7.

8.

6. Early Retirement:

a. Eligibility:

b. Benefit Amount:

Form of Payment:

Disability Retirement :

Eligibility:

Benefit Amount:

Attainment of age 62 and completion of 10
years of service.

Normal Retirement benefit formula based on
servi-ce and Final Average Salary to date of
early retirement but reduced 1/l5th for
each year that actual retirement precedes
age 65.

Life annuity with no guarantees upon death.

None other than disablement while in office.

. Ful1 salary for the first two years of
disability paid outside the plan.

After two years of disability, an annuity
compuEed in the same manner as the full
benefit amount for service retirement,
subj ect to a minimum of 25% of Fin'al
Average Salary.

Any benefit described above may be deferred
until the early or normal retirement date.

Upon termination of employment, if a Judge
qualifies for no other benefi-ts under this
plan, he will receive his contributions
accumulated with interest at a rate of 57"

compounded annually.

60% of the annuity determined in the same
manner as normal service retirement benefits
assuming the Judge retired on his date of
death.

In lieu of receiving benefits in the stan-
dard life annuity form of payment, a re-
tiring Judge may elect actuarially reduced
benefits in the joint and survivor annuity
or term certain annuity forms.

Benefits for Judges who were in office prior
to January 1, L974 and who continue to make
additional contributions of 47" of salary
to the survivorrs fund receive benefits in
the 50% joint and survivor form, with no
actuarial reduction.

a.

b.

)
9.

10.

Deferred Service
Retirement:

Return of Contributions:

Pre-Ret irement
Survivor rs Annuity:

Post-ReE irement
Survj-vor I s Annuity:

a. Joint and Survivor
Election:

Prior Survivor rs

Benefits:

-32-
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SI]PREME COURT JUSTICES PLAN

l. Coverage:

Retirement With
Continuation of
Compensation:

Eligibility:

Benefit AmounE:

Retirement Without
ConEinuat.ion of
Compensation:

a. Eligibility:

Benefit Amount:

Disability Benefits:

El igib ility:

Benefit AmounE:

Supreme Court Justices as of December 31,
1973 who elected coverage under Chapter
490.025 in lieu of coverage under Chapters
49O.1-2l through 490.L32.

Attainment of age 70 and completion of 12
years of Supreme CourE service.

. Continuation of final compensation until
the end of the term to which the Supreme
Court Justice was elected.

. 507" of final salary plus an additional
2-L/27. of final salary for each year of
Supreme Court service in excess of 12,
payable after the continuation of com-
pensation ceases.

Earlier of:

attainment of age 65 and completion of 15
years of Supreme Court servicel or

attainment of age 70.

50% of final salary plus an additional
2-L/2% of final salary for each year of
Supreme CourE service in excess of 12.

Di-sablement after completion of two full
terms.

50% of final salary plus an additional
2-I/27" of final salary for each year of
Supreme Court service in excess of 12.

a.

b.

3.

a.

TH E

-33-
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Table B(a)

MINNESOTA STATE RETIREMENT SYSTEM

JUDGES RNTIREMENT FI]ND

Summary of Actuarial Assumprions and Methods

A. JIIDGES RETIREMENT FI]ND

I. Pre-Retirement
Mortality:

Rates based on actual experienee developed
by the June 30, L97I experience analysis
and set forth in the Separation from
Active Service Table.

2. Post-Retirement 1951 Group Annuity Mortality with ages set
Mortality: back 1 year for males and 2 years for

females.

3. Post-Disablement
Mortality: Combined Annuity Mortality Table.

4. Withdrawal: Graded rates based on actual experience'
developed by the June 30, I97l experience
analysis and set forth in the Separation
frorn Active Service Table.

5. Expenses: .l4Z of covered payroll.

6. Interest Rate: 5% Per annum.

7. Salary Scale: 3-I/2% Per annum.

B. Assumed Retirement Age: Graded rates beginning at age 58 set forth
in the Separation from Active Service
Tab1e.

9. Actuarial Cost Method: Individual entry age cost method, with
normal cost determined as a leve1 percent-
age of future covered payroll.

10. Social Security:

a. primary amount: $553.30 per month, lncreasing with salary
scale.

b. Level contribution
rate: 6.86%.

c. Covered monthly
wages: $22,900 increasing with salary scale.

Page 1 of 2
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B. SUPREME COURT JUSTICES

1. Mortality (Pre and
Post-Retirement) :

1951 Group Annuity Mortality wi-th ages
set back 1 year for males atd 2 years
for females.

2. l{ithdrawal : None.

3. Interest Rate: 511.

4. Salary Scale: 3-L/21 per annum.

5. Expenses: .I47. of covered payro1l.

6. Retirement Age: Latest of:

. attainment of age 70;

. completion of 12 years of service; or

. one year from valuation date.

-35-
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Table 8(b)

MINNESOTA STATE RXTIREMENT SYSTEM
JIIDGES RETIRE.I"IENT FI]ND

I'Iale Judges
Probabilities of Separation From Active Service

(Number Separating at Each Age Per 10,000 l{orki-ng at That Age)

Age

20

2L

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

3B

39

40

4T

42

43

44

Withdrawal

2,400

2,250

2, 080

1,920

r,760

I ,600

1,470

1,340

r,230
1,130

I ,040

9s0

890

830

770

720

680

640

600

560

530

500

480

460

430

Death

6

6

7

7

7

13

15

16

r8

20

22

25

27

29

32

7

7

7

8

8

Disability

2

2

2

2

2

2

2

2

2

2

_36_
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Age and Service
Retirement

8

9

10

11

t2

2

2

2

2

2

)
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As-e

45

46

47

4B

49

50

51

52

53

54

trlithdrawal

410

390

370

350

340

320

300

280

260

240

2IO

170

140

90

40

Disability
2

3

4

5

6

7

8

10

L2

L4

t7

20

23

28

33

3B

45

55

68

B7

Age and Service
Retirement

30

30

40

150

150

250

1 ,350

10,000

Death

35

38

4l
44

4B

52

57

63

70

77

B5

93

l02

111

t20

130

L40

150

160

170

55

56

57

58

59

60

61

62

53

64

-37-
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Table 8(c)

MINNESOTA STATE RETIRE}{ENT SYSTEM
JIIDGES RETIREMENT FI]ND

Female Judges
Probabilities of Separation From Active Service

(Number t Age

Age

20

2t

22

23

24

25

26

27

28

29

I,lithdrawal Death Disabilitv
Age and Service

Retirement
3, 700

3, 550

3, 390

3,230

3, 070

2,9L0

2,7 50

2,600

2,43O

2,270

2,12O

1,970

1,820

1, 680

1, 540

1, 410

1,300

1, 190

I ,090

1,000

920

850

780

720

680

1

2

2

2

3

30

31

32

33

34

3

4

4

4

4

4

4

4

4

4

35

36

37

3B

39

40

4T

42

43

44

4

5

5

6

7

1

I
1

1

2

8

8

9

11

13

2

2

3

3

3

-38-
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4ss
45

46

47

48

49

630

590

560

530

500

470

440

410

390

360

330

290

230

t70

90

Death

15

T7

t9
2L

23

25

27

30

33

36

39

.+J

47

51

56

6l

66

72

7B

B3

Withdrawal Disability
3

4

4

4

5

T2

15

1B

22

26

31

37

44

52

6T

Age and Service
Re tirement

50

50

150

150

200

350

1,100

1 0, 000

5

6

7

8

10

50

51

52

53

54

55

56

57

58

59

60

6L

62

63

64

65

-39_
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FCS Minnesota Memorandum No. 79-11

MINNESOTA STATE JUDGES' RETIREMENT FUND
ACTUARIAL VALUATION AS OF JUNE 30, 1979

The purpose of this memorandum is to discuss the report of the valuation
of the llinnesota State Judges' Retirement Fund as of June 30, 1979. This valu-
ation was submitted to the Conrmission in accordance with Minnesota Statutes,
Chapter 356. The entry age normal cost method was used with a 5% interest
assumption. The 

.l978 report was preoared by Harry M. Church and David G. Adams
of Towers, Perrin, Forster and Crosby, and the 1979 report was prepared by A'l1an
J. Grosch and Alan J. Schutz of the Wayatt Company.

This memorandum contains the following:

l. Statistical and Valuation Data
2. Discussion of Valuation Results
3. Experience Study
4. Concl usion

I . Stati s ti cal and Va] uati on Data

(l ) Membership

Active Members
Reti red Members
Disabl ed
Survi vors
Deferred Annuitants

(2) Payro'l I and Annui ti es Payabl e

Total Annual Payroll
Annuities (annual )

(3) Valuation Balance Sheet

Actuarial Labilities
Annuities in Force
Deferred Annuities
Active Members

Tota I
Assets

Fundjng Ratio

June 30, ]978
217

$ 9,0gg,ggg
464,064

$ 3,844,849
102,377

$l575T7er

24.20%

for the first time.
$780,603 of benefit

l'18**
2
9
4

$ g,g24,oo0
I ,331 ,994*r.

$l 0,700 ,BB2
137,248

'18,393,060

w73T;Teo
6,897 ,325

23.60%

3t
I

l0
3

*Includes 6 Supreme Court Judges
**Includes Bl retired judges with

1979

4,933,299

for the first time.

)



(4) Normal lost and Funding Costs June 30 1978 June 30 1979

Normal Cost
Expenses
Interest on Deficit
Minimum Contribution

Normal Cost plus Expenses
Amortization by 2009
Required Contribution

12.65%
0.14
8.50

T:N%

12.79%
1l .06
23:85

12.53%
0.14

11 .62
E:NE_

13.67%
14.64
B:T

2. Discussion of Valuation Results

As indicated above, the norrnal cost turned out to be 13.53% of payrol1.
Since the benefit in this plan-in mosf.tases involves a Social Security
offset, the judges' share of the nomlal 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 I 978 June 30 1979

With this division of the normal cost, the
required contribution becomes 24.21%. This

Addi ng Reti red Judges
Adding Supreme Court Judges
Salary Increase Loss
Devi sati on i n Mortal i ty

Disablement & l^lithdrawal
Total Increases

Decreases

Amortization Contri bution
Mortal i ty Gai n - Reti reds
Social Security increase
Capi tal Gain
Excess Interest

Total Decreases

Net Increase

4.10%
9.43

T353U

State's share of the 28.31%
compares with .l9.62% in 1978.

Judges' Share
State's Share
Total

4.23%
8.42

TT:qqE

The increase in the normal cost came about as a result of inc'luding six
Supreme Court judges for the first time. This same factor plus the addition
of 8l judges to the retired group under this plan caused much of the increase
in the deficit. This increase of $6,882,374 was analyzed as follows:

I ncreas es

$5,594 
"47g i969,639_{ :);

634,833 ,i'.1,

466,990

$ rg+,652 ;

45,82501t
l3l,37B

4,972) r

146,621 { t i
.'.,...,.........".'.....'.-...'...."'.".........."..-i

$7 ,605,822

$ 7?3,448

$6,882 ,374

-2-
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3. Experience Study -

As required by statute, the 1979 report contained a comparison of
the experience under the plan during the past three years with the
predictions of the actuarial assumptions. The statute calls for a review
of experience over a four year period, but data were available for this
plan for only three years.

Each year, attention has been called to the fact that this p'lan was
being valued with actuarial assumptions borrowed from the MSRS valuations
and that they were untested so far as the judges were concerned. Therefore,
it is not surprising that this first experience study suggests more appro-
priate assumptions.

The following chart summarizes the actual number of events compared
with the number predicted by the actuarial assumptions:

Actual Expected Rati o

Withdrawals 2
Disablements 3
Mortality - Active 3
Mortality - Retireds 4
Age Retirement 22

The following shows the average age at retirement in recent years:

16 12.5%
0
6 50.0
5 80.0

70 31.4

Year
Ave. Age

1976 1977
71 .4 69. 3

I 978
70.3

1979
67.5

Since a'lmost no withdrawals have occurred, the Actuary recommends that
none be assumed. The death rates among both actives and retireds have been
less than those in the mortality table used for valuations, and a more
conservative table should be adopted. Moreover, a more realistic set of
rates of disab'lement should be used.

As stated above, the valuations up to now have been based on the
actuarial assumptions used in valuing MSRS. For MSRS, it is assumed that
retirements beg'in at age 58 at a low rate and that the rate increases as the
age increases, reaching 100% at age 65. The above analysis indicates that
judges tend to retire later than those rates predict, and the Actuary states
that an average retirement age of 68 could be used and would still provide
some margin.

4. Concl usi on

It should be pointed out that the adoption of the recommended set of
actuarial assumptions will produce different results in the .l980 valuation.
The new termination rates, death rates and rates of disablement will exert
an upward thrust on the cost figures which will be partially offset by the
new retirement assumption.

Frank'l i n C. Smi th
Associate, Society of Actuaries
Commission Actuary

-3-


