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December 18, 1981

Board of Directors
Minnesota State Retirement System
529 Jackson at 1 Oth Street
St. Paul, Minnesota 551 01

Ladies and Gentlemen:

We have performed an actuarial valuation of the Minnesota
State Retirement System Judges' Retirement Fund as of June 30,
1981.

The valuation was performed on the basis of accepted actuarial
methods and procedures, in accordance with the appl icable
provisions set forth in Minnesota Statutes (Chapter 356) and
stipulated in the Contract between the State of lvlinnesota and
Touche Ross & Co.

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

TOUCHE ROSS & CO.

fu"^1
€ 7 F. S.A.
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REPORT HIGIILIGIfIS

Judges I

Plan

Suprere
Court,

Justices lbta1

A. Financial ard Actuarial Status

1. Valuation A.ssets

2. Accrued Liability

3. tlnfurded Accrued Liability
(2-11

Accrued Liability F\rding
Ratio (1 / 2)

Norma1 Cost*

Contrihrtions

1. Chapter 356 requirerent*

2. Actua1 Prescribed Contribution*#

4.

5.

$ 8r513,941

31,1261254

22t512fi13

27.35*

1 r491 r55g
( 14.43)

31025 1891
(2e.281

4841937
( 4.59)

35,696292

23.95

1 r4gg rgg7

1 ,4gg rgg7

0.009

72r191
( 25.51 )

1721589
( 50.99)

11 1320
( 4.00)

$ 81513,941

32.6151251

24.101,310

26. 1 0t

115631749
( 14.73)

3r 1ggr4g0
( 30. 12)

496t257
(4 "57 \

B.

c. Depth of F\:rding - Plan
Basis

Continuation

1. kesent Value of
Benefits

Accrued

(A1 / c1\

1 ,690,540 37 t386 1832

22.7'72. Depth of E\:rding

Parentheses irdicate ontribution levels as a EErqsntage of
sa1ary.

Includes $71580 for Judges ard $111320 for Sr4>rene Court
Justices in rpnrefurdable ontributions to provide ertain
sunzivor benefits.

*#

,fR
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REPORT HIGHLIGIIIS (continued)

Suprere
Jrdges' Court
Plan Justices Ibtal

D. Plan Participants

1. Active lhrbers
d. Nunber 215 5 220
b. Covered payroll 1013351500 2831000 1016181500

2. Retired I'lenicers/Beneficiaries
€1. Nunber
b. Average annual benefit

payable

3. Defened Annuitants
d. Number
b. Average annual vested

benefit

4. Elonrcr l&nbers Wittrout
Vested Rights

E. Nurber
b. Average anployee

contributions

125 126

11 ,472 42t000 11t715

4

7,048

3

5,731

4

7 1048

3

51731

-2- JR



TouclrcRusaCa
MINNESOTA STATE RETIREMENT SYSTEI,,I

JUDGES I RETIREMENT FUND

ACTUARIAL VALUATION AS OF JUNE 30, 1 981

PURPOSE AND SUMMARY

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 355 and Chapter 11A of the Minnesota Statutes.

Chapter 356 of the Minnesota Statutes sets forth the annual
reporting requirements which govern the public employee retirement
systems in Minnesota. Ttre principal requirement (in addition to
the experience study required every fourth year) is that an
actuarial valuation be performed each year and that the valuation
specifically set forth the following items based on an assumed 5t
interest rate and a 3-1/2t salary scale assumption:

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

2. The normal cost of the plan (as a lever percentage of
payroll) based on the entry age normal cost method.

The accrued liability of the plan, defined as the present
value of arr benefits less the present varue of future
entry age normal costs.

An actuarial balance sheet showing accrued assets, accrued
liabilities, and the deficit from fult funding of the
accrued liability (unfunded accrued liability) .

The annual contribution required to pay normal cost and
amortize the June 30, 1981 unfunded accrued liability by
June 30, 2009.

An analysis explaining the increase or decrease in the
unfunded accrued liabilit,y since the last valuation.

Chapter 1 1A of the Minnesota Statutes pertains to the
operation of the Minnesota Post Retirement InvestmenE Fund (MPRI
Fund). It includes requirements regarding the determination of the
present value of benefits payable from the MPRI Fund (as of June
30, 1981 and as of January 1, 1982), and the corresponding
mortality gain or loss each year, the latter to facilitate an
appropriate transfer between the Judges' Retirement Fund and the
MPRI Fund.

3.

4.

5.

6.

J3-
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ToudaRusaCa

This reporting on the status of the Judges'Retirement Fund as
of June 30, 1981, is intended to comply with all of the require-
ments regarding actuarial reporting that are set forth in Chapters
356 and 11A of the Statutes. TLle Appendix at the end of the report
cross-references the information of the Minnesota Statutes set
forth herein with that specifically ca11ed for under Chapters 356
and 1 1A respectively.

VALUATION ASSETS

The Executive Director furnished us with a Financial Report
setting forth the assets and liabilities of the Fund as of June 30,
1981. The Accounting Balance Sheet furnished by the Executive
Director is set forth in Tab1e 1.

ACTUARIAL BALANCE SHEETS

Table 2 sets forth an Actuarial Balance Sheet summarizing the
actuarial valuation. Whereas the previously mentioned Accounting
Balance Sheet (Tab1e 1) balances the current assets to date with
current accumulated reserves for benefits payable, the Actuarial
Balance Sheet compares total assets, including the present value of
all future contributions payable to the p1an, with the present
value of all benefits payable from the plan.

Table 3(a) sets forth a balance sheet comparing the assets and
unfunded accrued Iiability (t.he total of the two equaling the
accrued liability) to the current liabilities and reserves required
under the plan. Ttris table is in the format specifically required
by Chapter 356 and is supported by attachments in the form of
Tables 3(b) and 4 which set forth the determination of the unfunded
accrued liability and the status of the MPRI Fund as of June 30,
1981 .

4-
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A. ASSETS

Cash
Short term investments (at cost)
Accounts receivable:
a. Accrued Judges' contributions
b. Miscellaneous
Accrued interest on investments
Dividends declared and payable,

but not yet received
Investment in debt securities

at amortized cost
Investment in G.N.M.A. rs at

amortized cost
8. Investment in equities at cost*
9. Deferred yield adjustment account

10. Participation in !,IPRI Fund**

1 1. TOTAL ASSETS

LIABILITIES AND RESERVES

Liabilities
T.--TffiE Fund
2. Due MPRI Fund
3. Due General Fund
4. Deferred Credits and County

Reimbursement
Total liabilities

Table 1

MINNESOTA STATE RETIREMENT SYSTEM
JUDGEST RETIREMENT FUND

Accounting Balance Sheet as of June 30, 1981

1.
1

3.

4.
5.

$2,300.81
40.00

$ 22 t247.09
1r0121000.00

2 t340 .81
52 t310.54

6 r 0g 2.50

1 ,754 t03-l .29

245 t6g7 .97
729 r077 .34
88,337.5 1

904 r 840.00

$8r816r961.03

$ 34 ,077.95
1 90,399.60

0.00

78 r542.-lg

7.

6.

5.

B.

303 r 020. 34

Reserves
T.---frPE:f Eund Reserve
2. Member contribution reserve
3. Retirement Reserve "OId Lavr" Judges
4. Retirement Reserve - Additional

Judges and Survivors
State contribution reserve
Total reserves (valuation assets)***

TOTAL LIABILITIES AND RESERVES

5.
5.

4,904 r 840.00
2 | 177 ,802.37

97 4 ,292.00
7 ,276 r 502.00

(5r819t495.59)
ffi

8r 81 6,96 1 .03

partici-
toward s

7.

* Market value as of June 30, 1981 is $8851980.** Participation equals Required Reserves for retired lives
pating in the MPRI fund.

*** Portion of assets to be applied as valuation assets
providing benefits.

5- JR
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Table 2

M]NNESOTA SBIE RETTREMENI SlSlEM
JUDGESI RETTREMENI FUND

Actuarial Bal,ance Sheet as of June 30, 1981

A. ASSHTS

1. Assets on hand frcm accounting balance sheet:
a. Participation in MPRI FUrd 4r9O4rA40
b. A11 other assets 319121121 gt116rg61

2. kesent value of enployees' future
contributions 510381671

3. kesent value of state future mntributions
applicable to:

a. H:try age rormal oosts 12t681r67e
b. tlnfurded accrued liability 2a-,101 ,3rc_ 36,7gT,g$a

4. TUIAL A^SSHIS g50,63g1520

r B. TJABILITIES
)

1. O.rrzent liabilities fi:oln acocunting balance
sheet 3o3,o2o

2. Present value of earned and earnable benefits
payable to presently active mernbers:

E. Retirement benefits 3015851814
b. Disability benefits 1,719,240
c. kfurdments due to death or w'ithdrawal 0
d. S:nziving EDuse benefits 4$gAJ92

37 ,003,246
3. Present value of benefits for deferred

annuitants I 59 1527

4. Hresent value of refurtrnent to former
members w'ithout vested rights 17 1193

5. kesent value of presently retired 6:ersons

a. Participation in MPRI nlrd 4t904t840
b. EYom Judgesr Furd 8,250t794 13t155$34

) G. TUIAL LrABrLrrrEs $50,638,620

-6- J
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A. A.SSHTS( 1)

6.
7.
8.
9.

'10.

11.

Table 3(a)

M]NNESOIA S'IATE REIIREIUts+T SYSTEM

JUDGESI REIIREMENT FTJND

Chapter 355 Balance Sheet as of June 30, 1981

ASSETS AIiID UNFUNDM ACCRTJED LIABILITT

1.
.)

3.

4.
5.

Cash
Short term investrnents (at ost)
Accounts recreivable:
a. Accrued judges I contributions
b. Miscellaneous
Accrued interest cn investments
Dividends declared and payable, but

not yet r:eceived
Investment in debt securities at arprtized ost
Investment in G.N.M.A.rs at anrcrtized ost
Investment in equities at @st
Deferred yield adjustment account
Participation in MPRI E\rrd(2)
lOtrAL ASSETS

2r 300.8 1

40.00

22t247.09
1,012r000.00

21340.9"1
52,310.54

5r082.50
1t7541037.28

245 1687 .97
729,077.34
88,337.51

24 r101 r 310.00
32,918,271.O3

34 1077 .95
190,399.50

0.00
78t542.79

36'3;020-A

32 t615 1250.69
321918r271.03

B. UNFTJIIDED ACCRIIM IJABILIIY

1. Tbtal unfurded accrued liability
2. TOTAL A.SSHIS A.ID UilFIlllDm ACCRUD IJABILIIY

CTJRRENT LIABILITIES AilID RESEFMES REQUIRM
C. IJABILITTES

1. Dre SER t\:rd
2. Dre MPRI F\:rd
3. Dre General FUrd
4. Defened Credits ard County &irbursement
5. ltotal liabilities

D. RESEFS/ES BEOUIRED

1. lbtal resernTes required [nr attached Table 3(b)
2. TSTAL CTJRRENT IJABILITTES ANID RESERVES FEQUIRED

(1) accumulated oontributions, without interest, of nenbers rpt yet retired amounted
to $21177,802.37 as of June 30, 1981 (includes acsrued but rrnpaid contributions).

(21 Participating equals Reqr:ired Reser:r,'es for retired lives participating in the
IvIPRI furd as of June 30, 198'1, a<cluding ttre Janua4r 1, 1982 benefit increases.

)



A. DEIERMINATIOT{ OF ACCRIJED LIABILITY

1. Active lbmbers
a. Retirement benefits
b. Disability benefits 1 ,7'.19 1240co c. Refurdments due to death or withdrawal
d. Sunriving spouse benefit

2. Deferred annuitants
3. Flormer mernbers without vested rights
4. Retirernent and survivors benefits from

Judgesr Furd
5. Participation in MPRI Furd
6. Ibtal

B. DETERIVIINATIONI OF T]NF'I.TDED ACCRUED LIABILITY

1. Accrued Liability
2. Valuation assets
3. urrfunCed accrued liability (1 - 2l

\/

Table 3(b)

MINNESCITA STATE RETIREMENT SYSTEM

JT]DGES I RETIREMEXVI FTND

Determination of Accrued Liability and
Unfurded Accrued Liability as of June 30, 1981

4t598 r192
159,527

17 ,193

8 r250,794

kesent Value
of Applicable Accn:ed Liability
brtion of Fquals Eserves

kesent Value tbrmal_ Cost Equired
of Benefits Contribution (l) - (2)

30,6851914 13,291,677 17 t394,137

sx
N
.lv
a
a
o

4,904,g4o 4 rgo4,g4oEo;5ttEoio' mfis ffi

1 ,197 ,497

31241 ,195

531 r 753

1 1357 r007
159,527
17,193

gr25O,7g4

32r6'.a5r251
Br 51 3r 941

24r'.101,3'.10

C-{
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CONTRIBUTIONS

Chapters 356 and 490 set forth requirements as to the Ieve1 of
contributions. Chapter 490 prescribes the actual amount of
contributions and Chapter 355 describes the method used to
determine the amount of eontribution required to fuI1y fund the
Normal Cost and the Unfunded Accrued Liability.

Annual Requirement in,Accordance with Chapter 35G:

The depth of funding is an indication of the extent to which
the accrued benefits are funded and is measured by the ratio of
valuation assets to the present value of accrued benefits. These
measurements are made on the plan continuation basis (applying all
ongoing actuarial assumptions including assumed salary increaFes
and turnover) and are illustrated as follows:

1. Normal cost

2. Assumed operating expense

3. Amortization of the Unfunded
Accrued Liability by June 30, 2009

4. Total Chapter 355 requirement
(1 + 2 + 3)

DEPTH OF FUNDING

Depth of Funding:

1. Active members

2. Deferred annuitants

3. Former members without vested rights

4. Retirement and survivorsr benefits not
payable from MPRI Fund

5. Participation in MPRf Eund

6. Total present values of accrued benefits

7. Valuation assets

Percent of
Payro]1

1 4 .73*

.15

15.23

30.12

Amount

$1,563,749

16tggo

1 ,617 t7 41

3r 198 t4g0

$24,054 | 479

1 59 ,527

17 t193

g t250,794

4 r904 ,940

$37,386t932

$ 8r513t941

22.77 Z

J

8. Depth of Funding (7 / 6 )

9-
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MINNESOTA POST RETIREME\IT INVES1MENT FUND

Background

The MinnesoLa Post Retirement Investment Fund (MPRI Fund),
Previously termed the tvlinnesota Adjustable Fixed Benefit Fund
(I'IAFB), is basically a vehicle for providing variable annuity
palzments to pensioners. When an active participant retires, assets
equal to the present value of future benefits payable to that
participant (and beneficiary, if aoplicable) are transferred from
the State and Employee Contribution Reserves, to the MPRI Fund.
Thereafter, benefits are paid from the MPRI Fund. Future benefit
increases are determined on the basis of the investment performance
of MPRI Fund assets.

Chapter 1 1A of the Minnesota Statutes provides a method for
determining benefit increases. A benefit increase is granted in
any year in which the earnings of MPRI Fund assets exceed 58. In a
year in which there is an MPRr Fund deficit (i.e., required
reserves exceed MPRI Fund assets), 5t of any income in excess of
the 58 requirement is credited towards amortizing the deficit, with
the remaining 95S being used to provide benefit increases. If
there is no MPRI Fund deficit, all income in excess of the required
5t is used to provide benefit increases.

MPRI Fund Slatus as of June 30, 1 981

Table 4 sets forth the determination of MPRf Fund net assets
and reserve requirements as of June 30, 1981.

As required by Chapter 1 1A of the 1 980 Laws, Table 4 allocates
the mortality gain and reserve determinations for January 1, lg1z
benefit increase purposes to the eligible and non-eligib1e groups.

UNFUNDED ACCRUED LIABILTTY

Tables 5 and 5 reconcile the change in the unfunded accrued
liability during the year. Table 5 sets forth an illustration that
the increase in the unfunded accrued liability is equal to the
excess of deductions over income during the year, where any
increase in required actuarial reserves is indicated as a deduction
iLem. Table 5 sets forth our analysis of the change in the
unfunded accrued liability.

J10
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Table 4

MINNESOTA STATE RETIREIT,IENT SYSTEM
JUDGES RETIREMENT FTJND

Determination of MPRI Fund Participation and Reserves
as of June 30, 1981

d
(\

F
q"

o
Members EIigible Members Not

for 1/1/82 EIigible
Increase for Increase Total

I

ts

1. Unadjusted MPRI Fund Participation
as of June 30, 1 98 1

2. Transfer to MPRI Fund for l{ortality
(Gain) Loss

: 3. Participation as of June 30, 1981
' (t) + (zl

4. Required Reserves as of June 30, 1981 3r758r95l

5. Required Reserves as of January 1t 1982 316901476

$ t 79 t8o2

$4,578 t645

$ t0r597 1901399

4 t869 ,044

1,145r889 4,gO4rg40

1 ,128 ,922 4,g19,3gg

This exhibit does not reflect benefit increases to become effective on January 1 | 1982.

q
F
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lbble 5

, ,INNESOTA STAIE RETIRE}4EM SYSTEM

) JUrcESI RETTREMENI FUND

Analysis of Incorne and Deductions from fncome and
Effect on the tnfurded Accrued Liability

A. INCCpIE
1. F?crn JuCgesr @ntributions
2. F"om Erployer contributions
3. Etcrn investments

E. Interest on securities, short term & GNIvlArs
b. Dividends on cor[Drate stock
c. Gain on sale of stock
d. Ioss on sale of short term securities

4. Parti.cipation in MPRI FUrd incqne
5. OL,her Revenues

€1. County reimbursernents
b. Interest on back paynents
c. Prior lear reimbursernents

6. TOIAL I}TCO,IE

B. DETX'CTIChIS EBCM INCCME
1. Benefits

a. Judgesr PIan senrice retirsnent annuities
b. Judgesr PIan disability retirement benefits
c. Judgesr Plan sunrivor benefits (spouses)

) d. S:prerne and District Oourt Judges' plan
' tetirsnent annuities

€. Suprerne and District 6urt Jrdges' plan
sunzivor benefits

f . County Paid Jrdges' PIan retirsnent annuities
g. Oounty Paid Jrdgesr Plan sunzivor benefits
Efurtrnents (enployee contributions)
El. I"eft senzice
b. Etroneous deductions
c. Erployee death
d. Interest paid
A&ninistrative expenses
Insrease in total resen/es required
Er. hserrzes required 6/30/80
b. Reserrzes reqr:ired 6/30/81

5. TUIAL DEEIrcTTONE FRCM INCC},IE

6. DrcESS OF DEUrcTTCNS FRCM INCO,IE O/ER INCCME

C. INCBEASE IN T]NFTJNDED ACCRIJED LIABILITY
1. thfunded accrued liability 6/30/80
2. tnfunded accrued liability 6/30/81

3. INCREA.SE IN UNFUNDED ACCRT.]ED IJABILIIY

)

6221870.45
16,825.20
50 t392.74

409 | 441 .47

2141923.03
105, 1 58.54
23 t737.82

21t320.34
1t221.9A

14,079.53
g rgg5.g3

31 ,367 t041.00
32 1615 t250.69

273 r188.59
51r500.13

109 r442.44
( 4 ,968.75 )

95t223.06
0.00

443.00

489 t713.52
1 ,Q69,137 .79

439 t152.51
303r 044.32

95r 555.06
2t396 1724.20

1r443t259.25

461507.60
34,A77.95

1 ,248 1209.69

2,772,054.49

_y5,n0#

23 1725 tg1g.33
24 1101 ,309.62

-

_L5,rug.

3.
4.

-12- JR
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lbb1e 5

MINNESOIA STAIE RETIRET./IENII SlsTE[,,I
JIIDGES I RE|IIREMBVI FU}ID

Analysis of Grange in tLre Unfurded Accrued Liability
During the Fiscal Year Ending June 30, 1981

1. tlnfurded accrued liability as of June 30, 1980 2317251979

2. Change due to curent rate of funding and interest
requirements

a. 1980-81 past senrice contribution
b. 5E interest req:irernent

3. Grange due to actuarial gains (indicated by
parentheses) or losses (no parentheses)
because of experience deviations from ex6:ected

a. Salary
b. Investsnent incqne
c. MPRI Rlrul nortality loss

I d. lvbrtality loss on other retirees
/ e. Gain on Social Security

f. Withdrawals, death, disability of active
members (balancing itern)

4. hfunded accrued liability as of June 30, 1981

1126,740)
1 t186 r2gg 1r 05gr 55g

(544,783)
(248,682)

1 90, 400
(21,225)

( 1 ,459)

(41 ,521) (684 ,228)

24 1101 ,310

-

)

J- 13 -
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EMPLOYEE DATA

The Executive Director furnished us with employee information
pertaining to all active members, inactive members and retired
members of the Fund. Tables 7 and 8 summatize 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 Statutes, Subdivisions 4 and 5. In additionr d9e and
service, salary and benefit distributions are provided in TabIes
9(a) and 9(b) for active employees and 10(a) and 1O(U) for
retirees.

PLAN VALUED

The Provisions of the Minnesota State Retirement System,
Judgesr Retirement Fund are governed principally by Chapters 490
and 1 1A of the Minnesota Statutes pertaining to MPRI Fund Benefits.
Table 11 sets forth a summary of the principal provisions as of
June 30, 198'1. No significant changes to Chapter 490 were reported
since the last actuarial valuation as of June 30, 1980.

J14
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Active at June 30, 1980
New Entrants

Total

Less Separations from Active Service:

Refund of Contributions
Separation with a Vested Right

to a Deferred Annuity
Service Retirement

Total Separations

I Active at June 30, 1981)

Average Entry Age of New Employees

For the Fiscal Year
End ing

5/30/7 8

6/30/7 e
6/30/80
5/30/81

Table 7

MINNESOTA STATE RETIREMENT SYSTEM
JUDGES I RETIREMENT PLAN

Covered Judgesr Census Data as of June 30, 1981*

Number Annua1 Payroll

215 10,279,000
12

227

5

1

6

12

Average Age
at Entry

45.8
38.7
46. 3

43. I

240, 000

48, 000
288 r 000

215 10,335,500

Average age at entry in State service for all active employees at
6/ 30/81 z

41 .2

* In addition, five Supreme Court Justices participating under
their own plan were reflected in the valuation.

J15
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Tab1e I

MINNESOTA STATE RETIREMENT SYSTEM
JUDGES I RETIREITIENT PLAN

Judges' Plan Annuitant Census Data as of June 30, 1981

B.

A. Service Retirement Annuitants

Receiving at June 30, 1980

New

Deaths

Ad justments-Net Result

Receiving at June 30, 1981

Disabled Employees_

Receiving at June 30, 1980

Ad j ustments-Net Re sul t

Receiving at June 30, 1981

Widows Receiving an Annuity or
Survivor Benefit

Receiving at June 30, 1980

New

Deaths

Ad justments-Net Resul t

Receiving at June 30, 1981

Children Receiving a Survivor
Benefit

Number

75

9

7

0

77

3

0

3

43

4

1

0

46

Annual Annuity
Benefit Payable

1r 039 r294.56

178t659.35

111t140.16

29 ,326.56

1,136,140.32

28 ,7 62.20

922.92

29,585.12

273,685. 58

44 | 952. 48

8, 586. 96

196.08

31 0, 247 .28

J

D.

Receiving at June 30, 1981

16

0. 00

)
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E. Deferred Annuitants

Deferred as of June 30, 1980

New

Began Receiving

Deferred as of June 30, 1981

End ing

6/30/78
6/30/7 e

6/ 30/80
6/30/81

All ExisLing Service
Annuitants

Annua1 Annuity
Number Benefit payable

4

0

0

4

28,1 91 .1 2

0. 00

0. 00

28,191.12

Average Age at Retirement of New servicq Annuitants*

Fisca1 Year Average Retirement
Age

)

70. 3
67 .5
67 .8
67 .1

68.7

)

* Not including District or Supreme Court r ot County paid Judges or
Widows.

J17
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Table 9(a)

MINNESOTA STATE RETIREMENT SYSTEM
ACTIVE JUDGES

Service Groups by Age Groups

Service GroupAge
Group

0- 19
20 24
25 29
30 34
35 39
40 44
45 49
50 54
55 59
50 64

55 & over

TotaI

0 - 19

20 24
25 29
30 34
35 39
40 44
45 49
50 54
55 s9

55 & over

Total

0-4 5-9 10-14 15-19 20-24

MaIe

25 & over Total

10

11

7

9

5

1

0

44

3

11

10

17
12

6

1

50

2

7

5

10
I
5

37

1

6
14

5

5

32

Female

0

0

0
0

13
24
25
41
57
30
21

211

2

2
5

5

14

2

13
5
4

24

0
0

0

1

1

1

3

2
1

0000

1

0

0

1

1

10
12
10
10
00

18 JR
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lbbIe 9(b)

MINNESOTA STATE RHTTREMET{I SEIEM
ACTT\iE JT]DGES

Distribution of Annual Earnirgs by Age GYoups

MaIe Fernale AIlAge
Group tlo.

0 - 19 0

20-24 0

25-29 0

30-34 0

35-39 13

40-44 24
45-49 25

50-54 41

55-59 57
50-64 30

65 e over 21

Average I{). Average lq.

0

0

0

48,000
48 r 000
48r 000
48r 000
48r 000
55r 000

0

0

49, ggg

0

0

0

0

524t000
1,152r000
1,2ooroo0
1 ,959,500
2,768t000
1 ,4551 000
1 ,01 91 000

211 10r 179r500

00
00
00
1 491000

14 572t0OO
25 1r200r000
28 1r344,000
43 210551500
58 2,824,000
30 1 r456r000
21 1r019r000

220 10r618r500

Average

0

0

0

49,000
48r 000
49r000
48 r 000
47,902
4gr690
48,533
48 t524

481266

0

0

0

0

48,000
48r000
48,000
47 1793
48r 551

48,533
481524

481239

0

0

0

48,000
48 r 000
48 r 000

1 44r 000
96,000
56,000

0

0

440r 000

0

0

0

1

1

1

3

2

1

0

0

9

Distribution of Annual Earnings by Senzice Gloups

MaIe All

)

Senrice
Gnoup

0

1

2

3

4

0-4
5-9

10-14
15-19
20-24
25-29
30-34
35-39

40+

Tbtal

)

E
10 488,000
7 335,000
5 289,000
4 192fi00

17 8151000
44 2,120,000
60 2,896rooo
37 1,776,000
32 1,555r000
24 1r',!75r000
10 453,500
4 1921000
00
00

211 10r 179,500

Averrye IV). Average tb.

48,000 1 1

481000 8

06
501000 I

017
49,333 50

48r000 62
48,000 38

032
024
010
04
00
00

48r889 220

Average

48,727
49r 000
48 r 000
49,000
48,000
48,320
48,259
48 r 000
48t594
49,000
46,350
49,000

0

0

48 t266

48r 800
48r 000
48r 000
48 r 000
48,000
48t182
48,267
48r 000
48t594
49,000
45r 350
48,000

0

0

48t239

48 r 000
48,000

0

200 r o0o
0

296,000
95,000
48 r 000

0

0

0

0

0

0

440,000

536,000
384,000
288, 0oo
392,000
81 6,000

2t416,000
2,992t0O0
1 ,824r 000
1 r 555r 000
1 ,176 r000

453,500
192,000

0

0

1 0, 51 8, 500

1

1

0

4

0

6

2

1

0

0

0

0

0

0

9
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TabIe 10(b)

MINNESOTA STATE RETTREMENT SYSTEM
JUDGES I RETIREMENT FUND

Annuitants in MPRIF
(Includes Retired and Disabled)

Distribution of Years Retired by Age Groups

Years RetiredAge
Group

Under 40
40 44
45 49
50 54
55 59
50 64
55 69
70 74
75 79
80 84

85 & over

Total

Under 40
40 44
45 49
50 54
55 59
50 64
55 69
70 74
75 79
80 84

85 & over

Total

0-4 5-9

0

0

0

0

0

0
t
2

3

3

1

10

0

0

0

0

0
1

11
13

6

0
0

31

10-14 15-19 20-24 25 & over Total

Male

0

Female

0

0

0

0

0
0

0

0

0

0

0

0

0

0

0

0

0
0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0
0

0

0

0

0
0

0

0

0

0

0
1

12
15

9

3

I

41

0

0

0

0

0

0

0

1

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

1

0

0

0

0

0

0
0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0
0

0

0

0

0

0

0

0

0

0

)
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TarlaRusaCn Table 1 1

MINNESOTA STATE RETTREMENT SYSTEM
JUDGES I RETIREMENT FUND

Summary of Principal Plan Provisions as of June 30, 1 981

JUDGES I PLAN

Coverage:

lYpes of Coverage:

From first date as a Judge.

Including Social
Security:

A.

1.

2.

E.

b. Not Including
Social Security

3. Contributions:

a. From Judges:

b. From the State:

4. Final Average Salary:

5. Normal Retirement:

A11 Judges except those excluded by
Item 2(b) are covered by Social
Securi ty.

Judges prior to January 1, 1974
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,
plus an additional 1/22 of salary
(subject to a minimum of 7* of
salary in total ) . For those Judges
with SociaI Security coverage, the
appropriate portion of this contri-
bution is forwarded to Social
Security.

The State provides any additional
funds necessary to meet obliga-
tionsr Els Judges retire.

Monthly average for the highest 5
years of salary within the last 1 0
years.

Earlier of:
. attainment of

completion of
service; or

. attainment of age

22

ag
10

e 55
year

and
s of

)

J

a. Eligibility:

70.

)



TorclaRmsaCn
Table 11 (conrt.)

b. Benefit Amount:

Maximum Benefit:

Minimum Benefit:

6. Early R.etirement

EI isibil ity:

Benefit Amount:

7. Form of Palment:

8. Disability Retirement:

2-1/2t of Final Average Salary for
each year of service prior to June
30, 1980r plus 3t of Final Average
Salary for each year thereafter.

65t of annual salary in the year
immediately preceding retirement.

Benefits for Judges who retire at
age 70 with at Ieast 1 year of
service.

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

Norma1 Retirement benefit formula
based on service and Final Average
Salary to date of early retirement
but reduced 1/15Eh for each year or
fraction thereof that actual
retirement precedes age 65.

Life annuity with no guarantees
upon death. Joint & Survivor
options and period certain
annuities are available.

None other than disablement while
in office.

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

After two years of disability,
an annuity computed in the same
manner as the fu11 benefit
amount for service retirement,
subject to a minimum of 25* of
Final Average Salary.

d.

a.

b.

a. El is ibil ity:

Benefit Amount:b.

)

J23
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Table 11 (conrt.)

9. Deferred Service
Retirement:

1 0. Return of
Contributions:

11. Pre-Retirement
Survivorr s Annuity:

12. Post-Retirement
Survivorrs Annuity:

a. Joint and Survivor
ELection:

b. Prior Survivor's
Benefits:

Security Offset:

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

Upon termination of employment, if
a Judge qualifies for no other
benefits under this p1an, he will
receive his contributions
accumulated with interest at a rate
of 5t compounded annually.

50t of the annuity determined in
the same manner as normal service
retirement benefits assuming the
Judge retired on his date of death.
Subject to minimum of 252 of final
average salary.

In lieu of receiving benefits in
the standard life annuity form of
payment, a retiring 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 1t 1974 and
who continue to make additional
contributions of 4 t of salary
receive benefits in the 508 joint
and survivor form, \,{ith no
actuarial reduction.

For Judges participating in Social
Security, Judges I Plan benefits are
reduced by 7 5t of the Soc i a1
Security primary benefit payable.

1 3. Social

24 JR
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Table 1 1 (conr t. )

B. SUPREME COURT JUSTICESI PLAN

1. Coverage:

Retirement With
Continuation of
Compensation:

Er . EI ig ibil ity:

b. Benefit Amount:

Retirement Without
Continuation of
Compensation:

E. Eligibility:

Supreme Court Justices as of
December 31, 1973 who elected
coverage under Chapter 490.025 in
lieu of coverage under ChapteT6
490.121 through 490.132.

Attainment of age 70 and completion
of 12 years of Supreme Court
service, or 1 5 years of service as
Supreme Court Judge and Judge of
District Court.

Continuation of final compensa-
tion until the end of the term
to which the Supreme Court
Justice was elected.

50* of final salary p1 us an
additional 2-1 /2* of final
salary for each year of Supreme
Court service in excess of 12,
except for service after age 73,
payable after the continuation
of compensation ceases. The
maximum benefit is 75t of final
saI ary.

Earlier of:

of age 55 and
of 15 years of
service; or

of age 7O and
two fuI1 terms.

2.

3.

. Etttainment
completion
Supreme Court

. attainment

) 
complet,ion of

25 JR



TarheRuse{a

Table 11 (con't.)

)

b. Benefit Amount: 50t of final salary plus an
additiona:.. 2-1/2* of final salary
for each year of Supreme Court
service in excess of 12.

4. Disability Benefits:

d. Eligibility: Disablement after completion of two
fuIl terms.

b. Benefit Amount: 508 of final salary plus an
additional 2-1/2* of final salary
for each year of Supreme Court
service in excess of 12.

5. Contributions from
Judges: 4t of salary to provide a 50t joint

and survivor benefit with no
actuarial reduction.

26 JR
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ACTUARIAL METHODS AND ASSUMPTIONS

\
) Chapter 356 of the Minnesota Statutes calls for the determina- :

tion of normal cost and accrued Iiability in accordance with the
entry age normal cost method, one of several available projected
cost methods. We have continued to use the version employed in
prior years.

Tables 12(a) , (b) and (c) summarize the actuarial assumptions
used. They are unchanged from the previous valuation.

)

)

J27
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Table 12(a)

MINNESOTA STATE FATTREMENT SYSTEM
JUDGES I RETIREI{ENT PLAI{

Summary of Actuarial Assumptions and Methods

JUDGESI RETIREMENT FUND

Mortal ity:

A.

1.

2. Withdrawal:

3. Disability:

4. Expenses:

5. Interest Rate:

5. Salary Scale:

'7 . Assumed Retirement Age:

8. Actuarial Cost Method:

9. Social Security:

1971 Group Annuity Mortality
fable with ages set back 8 years
for females.

None.

Graded rates based on actual
experiencer ds adjusted by the
June 30, 1979 experience analysis
and as set forth in the
Separation From Active Service
Table.

.16* of payroll.

5t per annum.

3-1/2* per annum.

Age 68.

Individual level dollar entry age
cost method, modified to approxi-
mate a Ievel percentage of future
payroll normal cost.

$677.00 per month, increasing
with salary sca1e.

6.99 B assumed for all future
years.

$29 r700 increasing with salary
sca1e.

a.

b.

Primary amount:

Level contribution raLe:

Covered annual wages:C.

28 JR
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Table 12(a) (conrt. )

B. SUPREME COURT JUSTICES

,/

1. Mortality (Pre- and
Post-Retirement): 1971 Group Annuity Mortality with

ages set back I years for
females.

2. Withdrawal: None.

3. Interest Ratea: 5E.

4. Salary Scale: 3-1/2* per annum.

5. Expenses: .168 of covered payroI1.

5. Retirement Age: Latest of:

. attainment of age 70;

. completion of 1 2 years of
service; or

. one year from valuation date.

v

J29
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Table 1 2(b)

MINNESOTA STATE RETIREMENT SYSTEM
JUDGES I RETIREMENT PLAN

Male Judges
Probabilities of Separation From Active Service

(Number at

Age and
Service

RetirementDeath Disabil ity E. Death Disability

I

AE,

20
21

22
23
24

25
26
27
28
29

30
31
32
33
34

35
35
37
38
39

40
41

42
43
44

5

5

5

6

6

6

7

7

7

I

I
9

9

10
10

11

12
13
14
15

16
18
20
23
26

53
59
55
71
78

85
93

100
109
1't 9

131
144
1s9
174
192

213
236
263

14
16
20
24
28

34
40
46
55
56

75
90

110
136
174

50
51
52
53
54

55
55
57
58
59

50
61
62
53
64

55
66
67
58

45 29 3

46335
47 38 7

48 42 9

49 47 't 
1

Age)

Age and
Serv ice

Retirement

1 0, 000

2

2

2

2

2

2

2

2

2

2

2

2

2

3

3

)
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Table 12(c)

MINNESOTA STATE RETIREMENT SYSTEM
JUDGES I RETTREMENT PLAN

Fema1e Judges
Probabilities of Sepa=atio. From Acti

(Number at

Death Disability

Age and
Service

Retirement Age Death Disability

t1

E
20
21
22
23
24

25
26
27
28
29

30
31
32
33
34

35
35
37
38
39

40
41
42
43
44

4

4

4

4

4

5

5

5

5

5

5

6

6

5

7

7

7

I
I
9

9

10
10
11

12

50
51

52
53
54

55
56
57
58
59

50
61
62
63
64

65
56
67
58

20
23
26
29
33

38
42
47
53
59

55
71
78
85
93

100
109
119
131

10
12
14
16
20

24
30
36
44
52

52
74
88

104
122

45 13 5

46 14 6

47 15 7

48 15 7

49 18 10

Age)

Age and
Service

Retirement

1 0, 000

1

1

1

1

2

2

2

4

4

4

)
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APPENDI\

MINNESqTA STATE RETIREITTEbTI SYSTEM
JUDGES I RETTREI,IENI FTJND

Table References to Chapter 355 and Chapter 11A*
Table

d
a-(\
.lv
d
a
s)

-ITE- References

I

(,
N

I

2 Actuarial Balance Skreet

3(a) Ctrapter 355 Balance Sheet

3(b) Determination of Accrued Liability and Unfurded Accrtred Liability
4 Determination of MPRI EUrxl Participation and Reserves

5 Analysis of Incrcrne and Deductions FEqn Incorne and Effect on ttre
tlnfurded Accrued Liability

5 Analysis 9! Crange in the Unfurded Accn:ed Liability Drring ttre Fiscal
Year Eding June 30, 1981

7 Covered ftrployee Census Data

8 General Annuitant Oensus Data

9(a) Erployee Age and Senrice Distribution

9(b) Erployee SaIary Distribution

10(a) Retiree Age Distribution

10(b) Etiree Benefit Distribution

11 Surunary of principal plan provisions

12(a) sr-unrnary of Actuariar A.ssumptions and lvrethods

12(b) kobabilities of Separation from Active Service - MaIe Jr-ldges

12(c) Probabilities of Separation from Active Senrice - FemaLe Judges

* Chapter 356 ard llA of the I'tinnesota Statutes.** All as of June 30, 1981.

3s6.20 SuM. 4( 1 )
356.215 Subd. 4(2)
356.215 Subd. 4(5)
356.215 Subd. 4(8)
l1A. 18 SuM. (9), ( 11 )

356.20 Subd.4(2)
355.20 Subd. 4(3)
356.215 Subd. 4(11)

356.215 SuM. 4(9)

356.20 Subd. 4(41
356.215 Subd. 4(10)

356.215 SuM. 4(121

356.215 SuM. 4(41
356.215 Subd. 4(5)
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MEMORANDUM T0: Legislative Conmission on Pensions and Retirement

FR0M: James R. Bordewick, F.S.A., Commission Actuary

RE: June 30, l98l Actuarial Valuation of Minnesota State ,Retirement
System - Judges' Retirement P'lan

DATE: February '18, 1982

The purpose of this memorandum is to review and discuss the results of the
June 30, l98l Actuarial Valuation of the Minnesota State Retirement System -
Judges' Retirement Plan. This Actuarial Valuation was prepared by John H.
Fl'ittie and Andrea Feshbach of the firm of Touche Ross & Co.

The Actuarial Valuation was conducted using the Entry Age Normal Cost actuarial
method, interest at 5%, and a salary increase assumption of 3r"% which are in
accordance with Minnesota Statutues, Chapter 356.

There were no changes in the actuarial assumptions from the previous year.
In addition,. there were no major changes in the provisions of the plan since
the last Actuarial Valuation.

Fund'ing of this plan is essentially on a terminal basis. At the time of
disability, death, or retirement, the state contributes enough so that
the total amount, inc'luding the Judge's own contribut'ions, will provide
for full funding of the benefit.

The Judges'contributions are equal to the Social Security tax rate (current'ly
6.7%) plus >2% applied to total salary. If covered under Social Security, the
portion of this contribution (currently 6.7% of the first $32,400 of salary)
is forwarded to Social Security.

SUMMARY OF ACTUARIAL VALUATION RESULTS

l. Membership

Active Members

Deferred Annuitants

Reti red Members

Disabled Members

Survivors and Beneficiaries

6-30-80 6- 30-81

221

4

75

2

43

345

vested rights.

220

7*

77

3

46

)

* Includes 3 members without

353



SUMMARY OF ACTUARIAL VALUATION RESULTS

2. Payrol 'l

)/ 6-30-80: $]0,6.|8,500
6-30-8.l: $.l0,6.l7,000

3. Annuities In Force: Annual Basis

6-30-80: $t ,341,743
6-30-81 : $t ,476,073

4. Actuarial Balance 6-30-80 6-30-81 Increase
Sheet:

Accrued Liabi I ities
Annuities In Force $.l.l,924,903 $.l3,.l55,634 $ 

.l,230,73.|

Deferred Annuities 174,627 176,720 2,093

Active Members 19,267,511 19,282,897 I 5,386

$3.I ,367,04.I $32,0.l5,251 $ 
.|,249,2.10

Assets $7,641,062 $8,5.13,94.| $ 872,879

Unfunded Accrued
Liab'ility $23,725,979 $24,.l0.l ,3.l0 $ 375,331

) Funding Ratio 24.4% 26.1% 1.7%

5. Analysis of Increase in Unfunded Accrued Liability

The Unfunded Accrued Liability increased by $g7S,ASl from June 30, .l980

to June 30,.l98.|. The items making up this increase are shown below:

Actuarial Experignce

Interest $ 248,682 Gain
Sal ary 644,783 Gai n
Mortality: Retired Members .l69,.l75 

Loss
Social Securi ty I ,459 Gain
Pre-Reti rement Experience 41 ,52.l l-oss

Contributi on Def i ci ency

$ lgq,ZZg Ga i n

$l ,059,559

$ 375,331

6. Contribution Level s

Based on the Actuarial Valuation results, the contribution, as a percentage
. of payroll, which will prevent the Unfunded Accrued Liability from increasing
) is 26.24%. The contribution, as a percentage of payroll, which will amortize

the Unfunded Accrued Liability by June 30,2009 is 30.12%.
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6. Contribution Levels (cont. )

A comparison of the contribution
shown below:

levels, as a percentage of payro'll, are

Contribution Required to
Keep the Unfunded Accrued
Liabi I i ty from Increasi ng:

Normal Cost
Expense
Interest

Contrjbution Required to
Amortize Unfunded Accrued
Liability by June 30, 2009:

Normal Cost
Expense
Amorti zat'ion

26.49% 26.24%

15.16%
.16

I.t7

6-30-80 6-30-81

14.73%
..l6

ll.3s

14.73%
..l6

15.23

30.12%

15.16%
..l6

14.76

30. 08%

)
DISCUSSION OF ACTUARIAL VALUATION RESULTS

l. There was little change in the number of act'ive memberS of total payro]l when
June 30, l98l 'is compared with June 30, .l980. In fact, payroll was almost
constant for the two years.

2. The increase in the Accrued Liability for Active Members is primarily a
combination of Active Members moving to a retired status and salaries
not increasing as fast as the actuarial assumption. The latter is the
main reason that there was only a modest increase in the Unfunded Accrued
Liabi 1i ty.

3. Gains from interest were partially due to the realized gain on the
sales of securities of $l04,474.

It is to be expected with the funding approach which is utilized that
contribution deficiencies will result in years when there are few
retirements and contribution sufficiencies will results in years when
there are many retirements.

4. There was little change in the contribution percentages from June 30, l9B0
to June 30, .l98.I. 

The normal cost percentage decreased because of lower
entry ages, in total,and becausesalaries did not increase as fast as
expected.

\ The overall contribution rate for the Judges'was computed to be 4.67%
/ as of June 30, l98l as compared to 4.7,4% as of June 30, 1980.
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DISCUSSION OF ACTUARIAL VALUATION RESULTS

5. There are over 20% of the Active Members which are age 60 and over.
) Since the state's share of the contribution is on a terminal funding
' basis, it is suggested that a ten year projection be made to determine

the future contribution requirements of the state.

CONCLUS ION

The Actuarial Valuation report complies with the requirements of Minnesota
Statutes, Chapter 356. Particular attention should be paid to the suggestion
in (5) above.

4a*r.44. A.-2.--.2
;a(6es R. Bordewick, F.S.A.
Cormission Actuary

)
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