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ASSETS — OVER $1.5 BILLION . . . MEMBERSHIP — OVER 100,000
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Board of Trustees
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State of Minnesota

St. Paul, MN 55101

OFFICERS:

Donald J. Sandeen, Chairperson
Clifford Dahl, Vice Chairperson
James F. Lord, Treasurer

C. Mike McLaren, Executive Director

S

November 1, 1982

The Public Employees Retirement Association is proud to submit its
Fifty-first Annual Report for fiscal year ended June 30, 1982. We trust
this expanded format will be more informative and helpful in under-
standing your retirement system. The accompanying introductory
information, financial statements, actuarial report, and statistical tables,
including investment information, constitute this comprehensive annual
report.

ACCOUNTING SYSTEM AND REPORTS

The report has been prepared to conform with the principles of govern-
mental accounting and reporting pronounced by the National Council on
Governmental Accounting and the American Institute of Certified Public
Accountants in accordance with Minnesota Statutes, Section 356.20.
Much consideration has been given to the adequacy of internal
accounting controls. These controls are designed to provide reasonable
assurance regarding the safekeeping and reliability of all financial
records. Transactions of the Public Employees Retirement Fund and the
Public Employees Police and Fire Fund are reported on the accrual basis
of accounting.

REVENUES

Collection of employer and employee contributions, as well as income on
investments, provide the reserves needed to finance retirement benefits.
Contributions and investment income for fiscal year 1982 totaled
$240,773,312 for the Public Employees Retirement Fund, which is 7.3%
over fiscal year 1981 revenue. The Public Employees Police and Fire Fund
had contributions and investment income for fiscal year 1982 totaling
$38,958,120, or 10.9% more than fiscal year 1981 revenue. This increase in
revenues resulted primarily from higher members’ average earnings.
Contribution rates from both employees and employers remained the
same.

EXPENSES

The purpose for which a retirement system is created; namely, the
payment of benefits, is its primary expense. Recurring benefit payments
prescribed by the plan, refunds of contributions to terminated employees,
and the cost of administering the association comprise the total expense.
Expenses for fiscal year 1982 totaled $67,116,498 for the Public
Employees Retirement Fund, an increase of 15.8% over fiscal year 1981
expenses. For the Public Employees Police and Fire Fund, expenses for

C. MIKE MCLAREN
EXECUTIVE DIRECTOR

fiscal year 1982 totaled $5,391,854,
which is 16.9% above fiscal year 1981
expenses. The increase in benefit
expenses resulted mainly from a
growth in the number of benefits paid
and in the amount of the average
benefit payment.

FUNDING

We are pleased to report that both the
Public Employees Retirement Fund
and the Public Employees Police and
Fire Fund are among the best funded
public programs in the United States.
The bottom line for a retirement
association is the level of funding.
The better the level of funding, the
larger the ratio of assets accumulated
and the greater the level of
investment income potential. Also, a
better level of funding gives the
participants a higher degree of
assurance that their pension benefits
are secure. The advantage of a well-
funded plan is that the participants
can look at assets that are irrevocably
committed to the payment of benefits.
Constant effort should be directed at
improving maintaining that funding
level, so participants are assured of a
financially sound retirement
association.

INVESTMENTS

A major contributor to the two funds
is the investment portfolio. Income for
both long-term and short-term invest-
ments for the Public Employees
Retirement Fund amounted to
$117,582,773, which represented 48.3%
of total revenue; and, for the Public.

N 203 capitol square building 550 cedar street st. paul, minnesota 55101 (612) 296-7460 —/ Employees Police and Fire Fund, |
‘ amounted to $19,038,430, which
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Capital Incorporated, Chicago, Illinois. Legal counsel to the funds is the
office of the State Attorney General. An annual financial audit of the
funds is conducted by the Legislative Auditor of the state, and
appropriate comments are included on Page 16 of this report. The State
Treasurer serves as custodian of the invested assets of the funds. The
firm of Morison International, Inc., acts as investment adviser.

represented 47.9% of total revenue. Pursuant to state law, public pension
funds in Minnesota are required to use the time weighted total rate of
return, which is the best method of comparing investment performance
among managers of long-term funds. It measures total cash income and
market appreciation or depreciation.

ANNUALIZED TIME WEIGHTED TOTAL RATE OF RETURN
FISCAL YEAR ENDED JUNE 30, 1982

1982 1981 1980 1979 1978 5 Years
Public Employees

Retirement Fund 1.2 7.2 8.3 9.9 0.7 5.4
Public Employees
Police and Fire Fund 1.7 7.3 8.4 9.9 1.3 5.6

1982 PENSION LAW AMENDMENTS

The following are the major changes in benefits enacted by the 1982
Legislature:

1. Rule of 90. Any person whose attained age plus credited allowable
years of service total 90 is eligible for retirement annuity without
reduction.

2. Reduction in penalty for early retirement. The penalty for any person
retiring between ages 58 and 65 with at least 20 years of service
credit, or retirement between ages 62 and 65 with at least 10 years of
service credit, has been changed from an actuarial reduction to a
reduction of 1/4% for each month under age 65.

3. The maximum monthly family survivor benefit has been increased to
$700 from $450 per month. (Basic Fund)

FEDERAL LEGISLATION

Certain measures affecting public employee retirement systems are under
consideration at the present time. One proposal is PERISA, Public
Employees’ Retirement Income Security Act, which would require certain
reporting, disclosure, fiduciary responsibilities, and the establishment of
an advisory council to recommend voluntary guidelines for funding and
vesting of public pension funds. Another is mandatory Social Security
coverage for public employees. The Board of Trustees has voiced its
objection to these possible changes because they would infringe upon the
responsibility of state and local governments and burden them with
additional financial obligation.

PROFESSIONAL SERVICES

Actuarial Services are provided the Public Employees Retirement
Association by Mr. Davis H. Roenisch of the firm of Compensation &

REPORTS TO THE MEMBERSHIP

An annual computer-prepared
statement of accounts for the fiscal
year ended June 30, 1982, was
distributed to each active and
deferred member in July 1982. This
statement provided current and
cumulative information regarding
salaries, deductions, and service
credit. Projected and deferred
retirement, as well as disability and
survivor benefit payment amounts,
were also provided. In December
1982, a condensed Annual Report of
the Association for the fiscal year
ended June 30, 1982, will also be
mailed to each active member of the
association.

ACKNOWLEDGEMENTS

The combined effort of the Public
Employees Retirement Association
staff under the leadership of the
Board of Trustees is reflected in the
compilation of this report. It is
intended to provide complete and
reliable information as a basis for
making management decisions, as a
means of determining compliance
with legal provisions, and as a means
for determining responsible steward-
ship for the assets contributed by the
members and their employers.

On behalf of the Board of Trustees, I
would like to take this opportunity to
express my gratitude to the staff, the
advisers, and to the people who have
worked so diligently to assure the
successful operation of the associ-
ation.

Respectfully submitted,

C. #b 22

C. Mike McLaren
Executive Director
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TO ALL PUBLIC EMPLOYEES RETIREMENT MEMBERS:

The Public Employees Retirement Association experienced an outstanding Elected Members
. period of achievement and growth in the 1981-82 fiscal year, as reflected in our
I Fifty-first Annual Report. AREA ONE
I

James Fleming, 12
6616 Russell Ave. S.
Richfield, MN 55423

| In the area of legislation, we secured retirement for our members under the
“Rule of 90" (no reduction in annuity when age plus years of service total 90);
less penalty for early retirement; and an increase in the maximum survivor

1 benefit under the Basic Fund. » William |. Meuwissen, 6

! ;, 2 . Superintendent of

, highlights of th lude: P

‘J Clagt Biptehigits it i yREL LORILES Distribution, Water Dept.
3 ..Implementation of Electronic Fund Deposit for payment of monthly benefits; City of St. Paul

| ...Detailed Contributory Credit Statements; City Hall

St. Paul, MN 55102

..Weekly processing of annuity checks for new retirees. Cedil Halter, 14

| Services which have proved very popular are our Pre-Retirement Member 6419 Indiana Ave. N.
Conferences at which we personally counsel members preparing to retire, Brooklyn Center, MN 55429
Employer Seminars designed to assist personnel and payroll managers, and
Retiree Social Hours where we meet with benefit recipients. These meetings are AREA TWO
being expanded into areas of the state not previously served to accommodate
the requests of both governmental units and individual members. orald ], $andeen, i

Board Chairperson
Although we have made progress, we are continually reminded that additional ISD No. 492
improvements are needed if we are to insure the future adequacy of your 202 Fourth Ave. N.E.
pension. Indications are strong that the year ahead will offer opportunities to Austin, MN 55912

, serve our members more effectively, and we are looking forward to this

J challenge. _ Garlggd Nasl.l,. 9

| Municipal Utilities
At this point, I wish to acknowledge the commendable efforts of the following 303 16th St. N.W.
former Trustees who played a vital role in the progress of the association over Austin, MN 55912

% the period covered by this report: Dibiosah A-Fdiat 5

John Allers, Richfield (Labor Representative, 1978-1982) 804 Ottawa Ave.
I Robert W. Larson, Brooklyn Park (Area One, 1973-1981) St. Paul, MN 55107
!4‘ Edward D. Picka, New Prague (Area Two, 1978-1981)
J James C. Shipman, St. Paul (Association of Minnesota Counties, 1980-1982) AREA THREE
| On behalf of all members of the Board and our Executive Director, I would like Joyce Marie Boman, 5
} to extend a special note of thanks to each of you for your splendid cooperation Legislative Committee
‘ in our past endeavors and to solicit your support of our plans for the years Chairperson
; ahead. c/o City Sales Tax
f; Room 105A, City Hall
i Sincerely, Duluth, MN 55802
\

Clifford Dahl, 7
% zé&n—/ Board Vice Chairperson
‘ Donald J. Sandeen 261 Pike Lake

l Chairperson, Board of Trustees Duluth, MN 55811

1‘ 203 capitol square building 550 cedar street st. paul, minnesota 55101 (612) 296-7460 —) gﬁ'i%?oﬁaigiﬂlnigg(ibé

| 211 City Hall
Duluth, MN 55802
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INTRODUCTORY SECTION
Ssummary of Retirement System Plan

Minnesota Public Employees Retirement Association

Purpose

The Minnesota Public Employees
Retirement Association is a self-
insured service organization which
was established by the State Legis-
lature to provide annuities, survivor
benefits, and total and permanent
disability benefits to over 100,000
qualified public employees and
their beneficiaries throughout the
state. These benefits are in addition
to those provided by the Social
Security Administration to coordi-
nated members. It is also charged
with the responsibility of adminis-
tering the law in accordance with
the expressed intent of the legisla-
ture and bears a fiduciary obliga-
tion to the State of Minnesota, the
taxpayers, and the public em-
ployees who are its beneficiaries.

Administration

The administration of PERA is
governed by a 15-member Board of
Trustees consisting of 11 elected
members (three each from three
geographically designated areas of
the state, one elected by the Police
and Fire Fund, and one elected by
the retirees and disabilitants), plus
four appointed members (one each
from the Minnesota School Boards
Association, the League of Minne-
sota Cities, the Association of
Minnesota Counties, and the labor
union that represents the most
PERA members).

The management of the association
is vested in the Executive Director
who, by statutory definition, is the
administrative head. As such, he
acts as advisor to the Board of
Trustees on all matters pertaining
to the association. With approval of
the Board, he designates the
Assistant Director(s), contracts for
actuarial services, professional
management services and
consulting services as may be
necessary, and fixes the compensa-
tion therefor. He serves as a
member of the State Board of
Investment Advisory Council and
performs such other duties as are
stipulated by statute.

Employer Membership

PERA serves approximately 2,100
separate units of government,
including cities, counties, town-
ships, school districts within the
state, or any department or unit of
state government whose revenues
are derived from taxation, fees,
assessments, or from other sources,
except certain public authorities
which are exempted by statute.
These various governmental units
have from one to over 7,500
members. PERA conducts seminars
throughout the state on pre-
scheduled dates for the benefit of
personnel and payroll managers.
There is no charge for attending
the seminars, nor for a very
comprehensive Procedural Manual
which is provided to all units of
government.

Employee Membership

Membership in PERA includes any
person performing personal services
for a governmental subdivision
whose salary is paid in whole or in
part from revenue derived from
taxation, fees, assessments, or from
other sources. There are three
principal categories of membership:

COORDINATED FUND—AII
full-time and certain part-time
employees who either elected
coverage under Section 218(d) of
the Social Security Act or who
were automatically so covered by
reason of being new employees,
and who are not contributing to
any other local retirement plan.

BASIC FUND—AIl full-time and
certain part-time employees who
did not elect coverage under
Section 218(d) of the Social
Security Act and who are not



contributing to any other local
retirement plan.

POLICE AND FIRE FUND—AII
police officers, fire fighters, and
peace officers who qualify for
membership by statute.

Participating membership in PERA
exceeds 100,000.

Member Contributions

Contributions shall be in an
amount (a) for a “Basic member”
equal to 8% of total salary; (b) for
a “Coordinated member” equal to 4%
of total salary; and (c) for a “Police
and Fire member” equal to 8% of
total salary.

Employer Contributions

The employer matches the
employee contribution plus an addi-
tional percentage as indicated: (a)
for a “Basic member,” employer
matches the 8% and pays an addi-
tional 2%:%; (b) for a “Coordinated
member,” employer matches the 4%
and pays an additional 1%:%; and

(c) for a “Police and Fire member,”
the employer pays 12%.

Retirement Benefits

Eligibility

BASIC AND COORDINATED

FUNDS

® When age plus years of
service equal 90, normal
annuity is the same as at age
65. Years and months in age

and service can be used to
total 90.

@ As early as age 58 with at
least 20 years of paid service
credit; annuity reduced 1/4% for
each month under age 65.

Between ages 62 and 65 with
at least 10 years of paid
service credit; annuity re-
duced 1/4% for each month
under age 65.

Age 65 or older with at least
one but less than 10 years of
paid service credit (propor-
tionate annuity). Must
terminate service at age 65 or
older.

Age 62 with at least 10 years
of paid service credit or as
early as age 58 with at least
20 years representing PERA
service combined with other
fund coverage. “Rule of 90"
may be used to calculate
PERA portion of annuity if
age requirement is met under
the other fund(s). (Combined
service annuity.)

POLICE AND FIRE FUND

When age plus years of
service equal 90, normal
annuity is the same as at age
55. Years and months in age
and service can be used to
total 90.

Age 55 or older with at least
10 years’ service credit.

Age 55 or older with at least
10 years of paid service credit
representing PERA service
combined with other fund
coverage. (Combined service
annuity.)

Age 65 or older with at least
one but less than 10 years of
paid service credit (propor-

tionate annuity). Must termi-
nate service at age 65 or older.

PAUL HAYNE
ASST. EXECUTIVE DIRECTOR
IN CHARGE OF FINANCE AND
MANAGEMENT INFORMATION
SYSTEMS

Kinds of Annuity Available

NORMAL ANNUITY

This is a personal lifetime
annuity which will cease on the
death of the annuitant. Any
balance of employee deductions
will be refunded to the
designated beneficiary. No
survivor benefit payable.

50% REGULAR OR BOUNCE
BACK JOINT AND SURVIVOR
OPTION*

Annuity is payable for the
retiree’s lifetime and, if survived
by the person named as joint
annuitant, one-half of the
annuity is paid to such person
for life.

MINNESOTA PUBLIC EMPLOYEES RETIREMENT ASSOCIATION 9
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SECTION

summary (cont’d)

Kinds of Annuity (cont'd)

100% REGULAR OR BOUNCE
BACK JOINT AND SURVIVOR
OPTION*

Annuity is payable for the
retiree’s lifetime and, if survived
by the person designated as joint
annuitant, the same amount is
paid to such person for life.

RETIREMENT BEFORE
ELIGIBILITY FOR SOCIAL
SECURITY

A member who retires before
qualifying for Social Security
benefit may elect to receive a
retirement annuity from PERA in
an amount greater than the
annuity computed on basis of
age at retirement as provided by
statute (M.S. 353.29, Subd. 2, 3).
This greater amount shall be
paid until annuitant reaches age
62, at which time the payment
from PERA shall be reduced.

*NOTE: Election of a 50% or 100%
joint and survivor option will
reduce the normal annuity based on
the age of both the retiring member
and the person named to receive
the optional annuity. Under the
Regular 50% or 100% joint and
survivor option, if the retiree dies
before the joint annuitant, the
monthly payment would remain the
same. Selection of Bounce Back 50%
or 100% option would reduce the
normal annuity more than under
the Regular option, but if the joint
annuitant dies before the retiree,
the monthly payment changes, or
“bounces back,” to the normal
annuity.

GARY HOVLAND
MANAGER OF FINANCE

PROPORTIONATE ANNUITY
Any person who is an active
member of any applicable fund
who has credit for at least one
year but less than 10 years of
allowable service in one or more
of the participating funds, and
who terminates active service
pursuant to mandatory retire-
ment law or at age 65 or older,
is entitled to a proportionate
retirement annuity from each
participating fund in which the
person has allowable service
credit.

DEFERRED ANNUITY

A member who terminates public
service with 10 or more years of
credited allowable service may
leave the deductions in the fund
to qualify for annuity at retire-
ment age. The annuity as deter-
mined under the formula will be
increased by interest from the
first of the month following date
of termination at the rate of 5%
compounded annually through
December 31, 1980, at the rate of
3% from January 1, 1981, to the
date eligible for the monthly

10 MINNESOTA PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

annuity. The former member
may accept a refund at any time
prior to date retirement annuity
begins.

COMBINED SERVICE
ANNUITY (PORTABILITY)

A person with allowable service
totaling 10 or more years in any
two or more participating funds
and who has at least six months
of allowable service with the last
such fund earned during the last
period of employment and who
has not begun to receive an
annuity from any such funds
may, upon retirement, in lieu of
any augmentation of deferred
annuities provided by the laws
of such funds, elect to receive a
retirement annuity from each
fund, based upon the allowable
service in each fund as
specifically provided by statute.
(M.S. 356.30, Subd. 1)

Maximum Annuity

The monthly annuity cannot exceed
100% of the regular base salary for
the final month of employment.
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Formula

BASIC MEMBER

2% of the “average salary™ over
the highest five successive years
on which deductions were paid
for each of the first 10 years and
21% of said average salary for the
period thereafter.

COORDINATED MEMBER

1% of the “average salary™ over
the highest five successive years
on which deductions were paid
for each of the first 10 years and
112% of said average salary for the
period thereafter.

POLICE AND FIRE MEMBER
21% of the “average salary”* over
the highest five successive years
on which deductions were paid
for each of the first 20 years and
2% of said average salary for the
period thereafter.

**AVERAGE SALARY" defined:

“Average salary” means an amount

equivalent to the highest salary
upon which contributions were
paid for any five successive years
of allowable service.

survivor (Death) Benefits

Death of member or former
member before retirement and
no survivor benefits payable
Designated beneficiary is entitled to
a refund of the decedent’s balance
with interest at 3%2% compounded
annually. If no designated bene-
ficiary survives, refund is due the
surviving spouse; or, if none, the
legal representative of the estate of
the deceased.

Death of member before retire-
ment or upon death of disabled
member receiving disability
benefits

BASIC MEMBER: If a member
whose average salary is not less
than $75 per month dies after at
least 18 months of service credit,
or while receiving a normal
disability benefit, monthly
benefits* are payable to qualified
survivors.

POLICE AND FIRE MEMBER: If
a member whose average salary
is not less than $75 per month
dies at any time during member-
ship (no minimum coverage
period required) or while
receiving a normal disability
benefit, monthly benefits* are
payable to qualified survivors.

*MONTHLY BENEFITS PAYABLE

SURVIVING SPOUSE:

30% of member’s average
salary over last six full
months of service preceding
death, for life or until
remarriage.

EACH DEPENDENT CHILD:
10% of above salary.

FAMILY MAXIMUM:
BASIC MEMBER: $700 per
month;

POLICE & FIRE

MEMBER: 50% of average
salary over last six full
months worked.

NOTE: NO SURVIVOR BENEFITS
PAYABLE TO SURVIVING
SPOUSE OR DEPENDENT
CHILDREN OF COORDINATED
MEMBER.

11
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Summary (cont’d)

Surviving Spouse Optional
Annuity

BASIC OR COORDINATED FUND
Should a member die after reaching
age 58 with at least 20 years’
service credit (or age 62 with at
least 10 years’ service) the
surviving spouse, instead of
survivor benefits, may elect a
monthly payment equal to the 50%
joint and survivor annuity for
which the member could have
qualified on the date of death. This
annuity is payable for life even if
the spouse remarries.

POLICE AND FIRE FUND

Should a member die after reaching
age 55 with at least 10 years’
service credit in PERA, the
surviving spouse may elect, in lieu
of survivor benefits, a monthly
annuity equal to the 50% joint and
survivor annuity for which member
could have qualified on the date of
death. Annuity is payable for life
even if spouse remarries.

DEATH OF RETIRED
ANNUITANT

Any accumulated contributions not
paid out in the way of annuities
shall be paid to designated
beneficiary without interest.

DECEASED MEMBER WITH NO
CHILDREN

Surviving spouse (if named as
beneficiary) may elect refund of
balance with 3%:% compound
interest rather than any other
benefit available under law.

DEATH OF “OLD LAW” RETIREE
Surviving spouse, if named as sole
beneficiary, at least 60 years old,
and not receiving any other benefit
from PERA, is entitled to an
automatic survivor benefit
amounting to one-half of decedent’s
annuity at retirement limited to
maximum of $100 per month, plus
increases allowed since 1973. This
benefit is payable for life or until
remarriage.

DEATH OF RETIREE WHO IS
RECEIVING OPTIONAL
ANNUITY

If survived by person named to
receive option, amount payable will
depend upon option selected.

12 MINNESOTA PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

Disability Benefits

Definitions

BASIC AND COORDINATED
MEMBERS

“...the inability to engage in any
substantial gainful activity by
reason of any medically deter-
minable physical or mental
impairment which can be
expected to be of long-continued
and indefinite duration...”
(duration of at least one year)

POLICE AND FIRE FUND
MEMBER

A condition occurring prior to
age 55 which renders a member
physically or mentally unfit to
perform the duties of a police
officer or fire fighter, as a direct
result of an injury, sickness, or
other disability incurred in or
arising out of any act of duty;

Retirement by reason of a
sickness or injury occurring prior
to age 55 while not on active
duty which renders a member
unable to perform the duties of a
police officer or fire fighter.

Eligibility Requirements

BASIC AND COORDINATED

MEMBERS

® Before age 50, must have at
least 10 years of allowable
service credit. If service
terminated during the 10
years, must have at least five
years’ service credit after last
becoming a member.
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® After age 50 but before age 65
with at least five years of
allowable service credit.

® PERA service combined with
| coverage in another Minnesota
‘ retirement fund can be used to
determine eligibility but not
for calculating disability
benefit.
® Must be under age 65 when
disability occurs.

® Average salary must be at
least $75 per month.

® Must provide medical evidence
lo support application.

® Disability must occur before
termination of public service.

@ After benefits are granted,
PERA has authority to require
periodic examinations as
frequently as considered
necessary.

POLICE AND FIRE MEMBERS

® Before age 55, if disability did
not occur in line of duty, must
have at least five years’
service credit.

® Before age 55, if disability
occurred in line of duty after
membership commenced, no
minimum coverage period
required.

® DPolice and Fire Fund service
combined with coverage in
another Minnesota retirement
fund can be used to determine
eligibility, but not for
calculating disability benefit.

® Adequate proof of disability
must be submitted to the
association.

® Disability must occur before
termination of public service.

Kinds of Benefits

NORMAL BENEFITS

BASIC MEMBERS: If death
occurs before age 65,
surviving spouse would
receive a benefit amounting to
30% of average salary over the
last six full months
disabilitant was employed in
public service and each
dependent child would receive
10% of such average salary,
limited to $700 per month
maximum family benefit.

COORDINATED: If death
occurs before age 65, a refund
of any balance in account
would be paid to designated
beneficiary. No survivor
benefits payable.

POLICE & FIRE: If death
occurs before age 55,
surviving spouse would
receive a benefit amounting to
30% of average salary over the
last six full months
disabilitant was employed in
public service and each
dependent child would receive
10% of such average salary,
but maximum family benefit
is limited to 50% of the
average salary.

OPTIONS

50% or 100% Regular or Bounce
Back Joint and Survivor Options
are the same as available at
retirement.

If optional disability benefit is
selected, the disabilitant may not
change such option when
retirement age is reached.

If normal disability benefit is
selected, optional annuity may be
selected at retirement age.
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summary (cont’'d)

Formula

BASIC MEMBERS: Disability
benefit is equal to the normal
annuity payable to a member
who has reached age 65 with the
same number of years’ allowable
service and the same average
salary, plus a monthly supple-
ment, depending upon age when
disabled. Maximum supplement:
$50 per month

Supplement is payable for as
long as disability payments are
due and is not reduced as the
disabled person grows older.

COORDINATED: Disability
benefit is equal to the normal
annuity payable to a member
who has reached age 65 with the
same number of years of allow-
able service and same average
salary.

POLICE & FIRE: The disability
benefit is based on the same
formula as for normal annuity,
payable at age 55.

Not in line of duty: If paid
service credit is at least five
years but less than ten, benefit
is allowed as though ten years
were paid.

In line of duty: Benefit equal to
50% of average salary. If less
than five years’ credit, benefit is
based on average salary over
actual years paid; but if over
five years paid, the high five are

used to determine average salary.

For each year of credit in excess
of 20, the benefit is increased by
2% of average salary.
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Separation Benefits
Deferred Annuity

A deferred annuity is payable after
10 years at age 65 (or earlier if
otherwise eligible), provided former
member does not withdraw
accumulated deductions. (Said 10
years of service need not represent
PERA coverage only, but may be
in conjunction with service covered
by other participating funds in
Minnesota. Deferred annuity is paid
by each fund according to number
of years of allowable service in
each fund.)

Annuity is determined as for
normal retirement under the provi-
sions of plan on date of termina-
tion, augmented by interest
compounded annually from first of
the month following separation
from service or from July 1, 1971,
whichever is later, to the date
annuity begins to accrue, at the
rate of 5% until January 1, 1981,
and thereafter at the rate of 3%.

Refund of Salary Deductions

Upon termination, regardless of
years of service, if not rehired to a
PERA-covered position, all salary
deductions will be refunded, with
interest at 3%:% compounded
annually based on deductions
received after first three years of
membership.
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Our Cashiers

Benefits Department

Membership Department
Word Processing Department
Staff

Accounting Staff

Total Assets

Number Benefit Recipients
Field Service Department
Microfilm Department
Disbursement Department
Benefit Payments

Refund Department

PERA's activities during the past year were focused on providing members with
more accurate and timely information that could be used in planning for the
future. Our overall progress and growth are shown below.

edited and recondiled 1,996,894 membear transactions from over 2100 separate
employers.

conducted 1,965 inoffice and 983 outstate interviews with members; generated
7,302 estimates to members; and processed 1,211 disability, survivor, and death
CaASES,

processed 129,024 address, name, and beneficiary changes for members.
generated 49,088 letters to members and governmental units.
responded to 2,514 Hot Line messages.

processed 729 repayments of refunds and omitted deductions.
increased $187,259,897 from $1,276,774132 to $1,466,034,029.
increased from 17,504 to 18,436.

conducted 65 group meetings for members.

microfimed 98,397 inactive member files.

issued a total of 223,258 benefit payments.

grew from $45970958 to $57,243,853.

processed and paid 12,267 refunds.

We have had good results with the data conversion project which was started last
year and is still under way. This is a step toward automating benefit calculations.
We are committed to developing an automated membership system that will serve
as the nucleus for a total Management Information System.
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FINANCIAL SECTION
Legislative Auditor’s Report

STATE OF MINNESOTA

OFFICE OF THE LEGISLATIVE AUDITOR
Veterans Service Building
St. Paul, Minnesota 55155

GERALD W. CHRISTENSON

(612) 296-4708
Legislative Auditor

| Board of Trustees
and
Executive Director
Public Employees Retirement Association

We have examined the combined financial statements of the Public
Employees Retirement Association and the combining and individual
fund financial statements of the association as of and for the year ended
June 30, 1982 as presented on pages 18 to 29 of the Financial Section. Our
examination was made in accordance with generally accepted auditing
standards and, accordingly, included such tests of the accounting records
and such other auditing procedures as we considered necessary in the
circumstances.

Reserves required, totaling $1,646,987,789 for the Public Employees
Retirement Fund and $222,472,470 for the Public Employees Police and
Fire Fund at June 30, 1982, are presented in accordance with reports
certified by the consulting actuary of the association.

As explained in Note 5b, investments in marketable equity securities are
valued at the lower of cost or market as required by generally accepted
accounting principles. Minnesota statutes require valuation of equity
securities at cost. Since the statutory provision deviates from generally
accepted accounting principles, the basic statements are not in compliance
with the statute. Note 5b contains the disclosures which must be
considered together with the basic financial statements to achieve
statutory reporting requirements.

In our opinion, relying on the certification from the consulting actuary as
to the reserves required, the combined financial statements referred to
above present fairly the financial position of the Public Employees
Retirement Association at June 30, 1982 and the results of its operations
and changes in its financial position for the year then ended, in
conformity with generally accepted accounting principles applied on a
basis consistent with that of the preceding year. Also, in our opinion,
relying on the certification from the consulting actuary as to the reserves
required, the combining and individual fund financial statements referred
to above present fairly the financial position of the individual funds of
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the Public Employees Retirement Association at June 30, 1982 and the
results of operations and changes in financial position of such funds for
the year then ended, in conformity with generally accepted accounting
principles applied on a basis consistent with that of the preceding year.
In addition, except for the valuation of equity securities, as discussed in
the preceding paragraph, the aforementioned financial statements are in

compliance with the reporting requirements of Minn. Stat. Section 356.20.

Our examination was made for the purpose of forming an opinion on the
combined financial statements taken as a whole and on the combining
and individual fund financial statements. The supplemental financial
information included on page 30 of the Financial Section is presented for
purposes of additional analysis and is not a required part of the
combined financial statements of the Public Employees Retirement
Association. The information has been subjected to the auditing
procedures applied in the examination of the combined, combining, and
individual fund financial statements and, in our opinion, is fairly stated
in all material respects in relation to the combined financial statements
taken as a whole.

Avadl v, Chilorsr,

Gerald W. Christenson
Legislative Auditor

October 28, 1982
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Combined Balance Sheet |

June 30, 1982

Assets

Cash (5.a.)

Accounts Receivable

Due From Other Funds

Accrued Investment Income (5.C.)

Investments (5.b.)
Bonds (Market Value $363,008,353)
Equity Securities (Cost $467,018,919)
Short-term Cash Equivalents

Equity in Minnesota Post-Retirement
Investment Fund 6.b.)

Deferred Yield Adjustment (5.e.)

Fixed Assets, Net of Accumulated Depreciation (8.b.)

Other

Total Assets

Liabilities and Reserves Required
Liabilities:
Current —

Accounts Payable (6.d.)

Accrued Compensated Absences

Payable to Other Funds

Obligations Under Capital Lease

long-term —
Obligations Under Capital Lease
Total Liabilities
Fund Balance:
Member Reserves
Minnesota Post-Retirement
Investment Fund Reserve
Benefit Reserves
Total Reserves
Unreserved Fund Balance —
Unfunded Actuarial Accrued Liability
Unrealized Loss on Marketable Equity
Securities (5.b.)

Total Unreserved Fund Balance
Total Fund Balance

Total Liabilities and Fund Balance

$ 1,049,972
870,749

197,689
15,456,867

482,935,831
443,604,034
57,687,404

456,579,187
7,051,797
574,064
26,435

$ 1,466,034,029

$ 1,529,063
259,030

197,689

10,893

$ 1,996,675

23110

$ 2019785
$ 353,261,077

456,579,187
_ 1059619995
$1,869,460,259

$ (382,031,130)

(23,414,885)
$ (405,446,015)
$1,464,014,244

$1,466,034,029

The accompanying notes are an integral part of the financial statements.
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Combined Statement

Of Revenues, Expenses, and Changes in Fund Balance
For Fiscal Year Ended June 30, 1982

Operating Revenues:
Member Contribution
Employer Contribution
Investment Income
Distributed Income of the Minnesota

Post-Retirement Investment Fund (6.C.)

Other
Total Operating Revenues

Operating Expenses:
Benefits Paid
Refunds
Administrative Expenses
Other

Total Operating Expenses

Other Changes in Reserves:

Cumulative Effect of Change in
Accounting Method Prior to
Fiscal Year 1982 (9.)

Total Other Changes

Net Fund Balance Additions

Unrealized Loss on Marketable Equity
Securities

Fund Balance, July 1, 1981

Fund Balance, June 30, 1982

$ 60,250,668
82,859,561
92,349,901

44,271,302

3461917

$ 283,193,349

$ 57,243,853
12,596,959
2,487,799
26,278

$ 72,354,889

$ (153,463)

$ (153,463)

$ 210,684,997

(23,414,885)
1,276,744132

$1,464,014,244

The accompanying notes are an integral part of the financial statements.
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Combined Statement

Of Changes in Financial Position
For Fiscal Year Ended June 30, 1982

Resources Provided by:
From Operations —
Net Operating Income
Item Not Requiring Resources Currently:
Depreciation Expense

From Others —
Proceeds From Disposal of Fixed Assets
Total Resources Provided

.Resources Used by:
Payments of Obligation Under Capital Lease
Current Year Acquisition of Equipment
Unrealized Loss on Marketable Equity Securities
Net Increase in Working Capital

Total Resources Used
Elements of Net Increase (Decrease) in Working Capital

$ 210,684,997

113,683

6,059

$ 10,893
202,893
23,414,885
187,176,068

Year Ended June 30

1982 1981
Current Assets:
Cash $ 1,049,972 $ 916,925
Accounts Receivable 870,749 I74.227
Due From Other Funds 197,689 118,338
Accrued Investment Income 15,456,867 14,156,648
Investments —
Bonds 482,935,831 436,524,391
Equity Securities 443,604,034 301,326,221
Short-term Cash Equivalents 57,687,404 140,983,040
Equity in Minnesota Post-Retirement
Investment Fund 456,579,187 375,623,471
Deferred Yield Adjustment 7,051,797 8,219,298
Other 26,435 432,590

Total Current Assets $1,465,459,965

Current Liabilities:

Accounts Payable $ 1,529,063
Accrued Compensated Absences 259,030
Payable to Other Funds 197,689
Obligations Under Capital Leases 10,893

Total Current Liabilities $. 11,996 675

Working Capital $1,463,463,290

$1,279,075,649

$ 2,659,196
..O-

118,338

10,893

$  2,788427

$1,276,287,222

The accompanying notes are an integral part of the financial statements.
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$ 210,804,739

$ 210,804,739

Increase
(Decrease)

$ 133,047
96,522

79,351
1,300,219

46,410,940
142,277,813
(83,295,636)

80,955,716
(1,167,501)
(406,155)

1,130,133
(259,030)
(79,351)
.O-

$ 187,176,068
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Notes to the Financial Statement

Ssummary of Significant Accounting Policies

1. Description of the Association

The Public Employees Retirement
Fund and the Police and Fire
Fund are defined benefit pension
plans administered by the Public
Employees Retirement
Association in accordance with
Minnesota Statutes, Chapters 353
and 356.

The Public Employees Retirement
Fund’'s membership consists of
employees of counties, cities, and
schools in non-certified positions
throughout the State of Minne-
sota. The membership of the
Public Employees Police and Fire
Fund consists of police officers
and fire fighters employed by
counties and cities throughout
the State of Minnesota.

In general, the association

provides defined retirement
benefits based on a member’s
average salary for any five
successive years of allowable
service, age, and years of credit
at termination of service. In
addition, the retirement program
provides benefits to members
upon disability and to survivors
upon death of eligible members.

. Financial Statement
Presentation

Financial statements are prepared

in accordance with generally

accepted accounting principles as

prescribed in the National
Council on Governmental
Accounting’s Statement 1,
Governmental Accounting and
Financial Reporting Principles.

Financial statements also comply
with Minnesota Statutes, Section

356.20, except for the valuation
of marketable equity securities
as explained in Note 5.b.

3.

Basis of Accounting

Transactions of the Public
Employees Retirement Fund and
the Public Employees Police and
Fire Fund are reported on the
accrual basis of accounting.

. Actuarial Valuations of Plan

Benefits

a. Minnesota Statutes, Section
356.215, Subd. 4, provides that
annual actuarial valuations of
plan benefits shall be
computed in accordance with
the entry age normal cost
(level normal cost) method. In
the calculation of normal cost
and accrued liabilities of the
benefit plan, the actuary uses
a 5 percent interest rate
assumption and assumes an

. Pension benefits are funded

from member and employer
contributions and income from
investment of fund assets.
Public Employees Retirement
Fund members belong to
either the Basic or
Coordinated Plan. Coordinated
members are covered by
Social Security and Basic
members are not. All new
members of the Public
Employees Retirement Fund
must participate in the
Coordinated Plan. Current
contribution rates for the
funds are as follows:

Public Employees Retirement Fund

annual growth rate of 3%
percent in member’s salary.
Actuarial assumptions did not
change during the year.

. The unfunded accrued

liabilities of $368,770,702 in
the Public Employees Retire-
ment Fund and $13,260,428 in
the Public Employees Police
and Fire Fund as of June 30,
1982, are the amounts by
which reserves required to
fund plan benefits exceed the
assets of the funds, as defined
by Minnesota Statutes, Section
356.20, Subd. 4 (see Note 5.b.).
In addition to the level normal
cost, the actuarial calculations
include the amount of addi-
tional annual contribution
which would be required to
retire the current unfunded
accrued liability by June 30,
2009.

Basic Coordinated
Plan Plan
Employee 8% 4%
Employer 8% 4%
Additional
Employer 2% 1%2%

Public Employees Police & Fire Fund

Employee 8%
Employer 12%

5. Cash, Investments, and
Investment Income

a. Cash on deposit consists of the
year-end receipts which were
not processed as of the invest-
ment cutoff deadline on June 30.

b. Investments in bonds are
valued at amortized cost in
the financial statements with
market value, as determined
by the State Board of Invest-
ment, disclosed parenthetically.
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Notes (cont’'d)

Equity Securities are reported
at the lower of cost or market
for the portfolio as a whole,
pursuant to Financial
Accounting Standards Board
(FASB), Statement of Financial
Accounting Standards No. 12,
Accounting for Certain
Marketable Securities. At
June 30, 1982, the cost of
marketable equity securities
exceeded market value by
$19,945,171 for the Public
Employees Retirement Fund
and $3,469,714 for the Public
Employees Police and Fire
Fund, resulting in unrealized
losses of those amounts
reported in the financial state-
ments of the respective funds
as shown below:

Public Public
Employees Employees
Retirement Police and
Fund Fire Fund
Marketable Equity
Securities:
Market Value $373,840,984  $69,763,050
Cost 393,786,155 73,232,764

Unrealized Loss $ 19,945,171 $ 3,469,714

The financial statement
presentation differs from
Minnesota Statutes, Section
356.20, Subd. 4, which
requires equity securities to be
valued at cost. As a result,
the total assets reported on
the financial statements
differ from the amounts used
in the actuarial calculations
required by Minnesota
Statutes, Section 356.20, and
included in the Actuarial
Section of this report.

¢. Interest and dividend income
are accrued monthly. Dividend
income is recorded on the ex-
dividend date.

d. Certain U.S. Government and
Government Agency Securities
are loaned out to banks and
brokers to generate additional
income of 0.5 percent.
Collateral in the amount of
105 percent of the market
value of securities loaned is
required. A summary of
securities loaned and collateral
as of June 30, 1982, follows:

Loaned
Securities Collateral
Public Employees

Retirement Fund  $20,600,000 $21,765,000

Public Employees
Police and Fire
Fund 1,800,000 1,865,000

Total $22,400,000 $23,630,000

e. In accordance with Minnesota
Statutes, Section 356.20,
Subd. 5, gains or losses on the
sale of debt securities are
recorded in the deferred yield
adjustment account. The
balance in the account is
amortized against investment
income over the average
remaining life of the bonds
sold. This procedure was
established to provide for
reinvestment of bond sale
proceeds in securities
generating a higher rate of
return. Future accounting
periods will reflect the
additional income and will be
charged with a share of the
losses incurred to produce the
higher return.
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6.

Minnesota Post-Retirement
Investment Fund (MPRIF)
Reserve

a. Upon retirement, the reserves
required to pay the cost of the
member’s annuity are trans-
ferred to the MPRIF where
the funds are invested.
Increases in annuities are
based upon earnings of
MPRIF, as defined in Minne-
sota Statutes, Section 11A.18,
Subd. 9.

b. Participation in the MPRIF is

shown at the required
reserves level in accordance
with Minnesota Statutes,
Section 11A.18, Subd. 7. The
Public Employees Retirement
Fund's share of net assets of
the MPRIF is $406,808,399, or
$6,832,483 less than required
reserves. The Public
Employees Police and Fire
Fund’'s share of net assets of
the MPRIF is $42,574,033 or
$364,273 less than required
reserves. The deficiencies are
part of the MPRIF and are to
be funded from excess invest-
ment income, as described
below.

¢. The distributed MPRIF income
represents the 5 percent
earnings on required reserves
for fiscal year 1982, plus 1981
income used to pay the
January 1, 1982, increase. In
accordance with Minnesota
Statutes, Section 11A.18,
Subd. 9, any excess invest-
ment income of MPRIF for
fiscal year 1982 was
distributed as follows:

1) Five percent used to reduce
the deficiency between book
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value of the assets and
required reserves of the
MPRIF.

2) The remaining 95 percent
will be used to increase
retirement benefits for
eligible annuitants, effective
January 1, 1983.

d. At June 30, 1982, the Public
Employees Retirement Fund had
a payable to MPRIF of
$1,501,832, resulting from a
mortality loss. The Public
Employees Police and Fire Fund
had a receivable from MPRIF of
$35,889, resulting from a
mortality gain.

7. Other Reserves

a. Accumulated member
contributions, without interest,
less the amounts refunded,
transferred to the Minnesota
Post-Retirement Investment
Fund for current retirees, or
paid for disability and
survivor benefits are recorded
in the Member Reserve.

b. Employer contributions and
investment income are
recorded in the Benefit
Reserve with administrative
expenses and survivor and
disability benefits paid there-
from.

8. Administrative Expenses

a. Administrative expenses of the
Public Employees Retirement
Association are paid from the
Public Employees Retirement
Fund. At year-end, a portion
of the expenses are allocated
to the Public Employees Police
and Fire Fund based upon the
percentage of transactions
processed for each fund
during the year. The applic-
able amounts are reported as
expenses of the two funds.

b. Fixed assets are capitalized at
the time of acquisition at cost.
Depreciation is computed on a
straight-line method in
accordance with guidelines as
published by the Internal
Revenue Service. Included in
fixed assets are equipment,
improvements to lease office,
and leaseholds. As of June 30,
1982, fixed assets include
Capital Lease equipment in
the amount of $59,304. The
equipment under Capital Lease
consists of two Information
Processors.

The following table reports the
changes in fixed assets for 1982:

FIXED ASSETS
Year Ended June 30, 1982

. Accrued Compensated

Absences

The Financial Accounting
Standards Board, Statement of
Financial Accounting Standards
No. 43, requires that, under
certain conditions, employees
must accrue a liability for
employee rights to receive
compensation for future
absences. The statement is
effective for fiscal years begin-
ning on or after December 15,
1980, and, as such, has been
adopted by the Association for
fiscal year ending June 30, 1982.
The cumulative effect of change
in accounting method prior to
fiscal year 1982 was a decrease
in Fund Balance in the Public
Employees Retirement Fund of
$145,538 and a decrease in Fund
Balance in the Public Employees
Police and Fire Fund of $7,925.
The effect this change made on
net income for fiscal year 1982
was to increase salary expenses
by $105,567, of which $5,452
was allocated to the Public
Employees Police and Fire Fund.

Beginning Ending
Balance Additions  Retirements Balance
Equipment, furniture, automobile,
and building improvements $680,486 $203,655 $ 10,094 $874,047
Accumulated depreciation 189,573 113,683 3,273 299,983
Fixed Assets, Net $490,913 $ 89,972 $ 6,821 $574,064
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June 30, 1982

Combining Balance Sheet

Assets

Cash (5.a.)

Accounts Receivable

Due From Other Funds

Accrued Investment Income (5.C.)

Investments (5.b.)
Bonds (Market Value $363,008,353)
-Equity Securities (Cost $467,018,919)
Short-term Cash Equivalents

Equity in Minnesota Post-Retirement
Investment Fund (6.b.)

Deferred Yield Adjustment (5.e.)

Fixed Assets, Net of Accumulated
Depreciation (8.0.)

Other

Total Assets

Liabilities and Reserves Required
Liabilities:
Current -

Accounts Payable (6.d.)

Accrued Compensated Absences

Payable to Other Funds

Obligations Under Capital Lease

Long-term -
Obligations Under Capital Lease

Total Liabilities
Fund Balance:
Member Reserves
Minnesota Post-Retirement
Investment Fund Reserve
Benefit Reserves

Total Reserves

Unreserved Fund Balance—
Unfunded Actuarial Accrued Liability
Unrealized Loss on Marketable Equity
Securities (5.b.)

Total Unreserved Fund Balance

Total Fund Balance
Total Liabilities and Fund Balance

PUBLIC EMPLOYEES

PUBLIC EMPLOYEES

RETIREMENT FUND  POLICE AND FIRE FUND TOTAL
$ 906,303 $ 143,669 3 1,049,972
222915 647,834 870,749
179,138 18,551 197,689
12,727,004 2,729,863 15,456,867
403,446,983 79,488,848 482,935,831
373,840,984 69,763,050 443,604,034
48,088,106 9,599,298 57,687,404
413,640,881 42,938,306 456,579,187
6,459,478 592,319 7,051,797
574,064 0 574,064
26,435 -0 26,435

$1,260,112,291

$ 1,528,791
259,030

18,551

10,893

$ 1,817,265
23110

$ 1840375

$ 308,831,969

413,640,881
924,514,939

$1,646,987,789

$ (368,770,702)

(19,945171)
$ (388,715,873)

$1,258,271,916
$1,260,112,291

$ 205,921,738

$1,466,034,029

$ 272
#(0z

179,138

S, V.

$ 179,410
-0

$ 179,410

$ 44,429,108

42,938,306

135,105,056

$ 222,472,470

$ (13,260,428)

(3,469,714)

$ (16,730,142)

$ 205,742,328
$ 205,921,738

$ 1,529,063
259,030

197,689

10,893

$ 1,996,675

23110

$ 2,019,785

$ 353,261,077

456,579,187
1,059,619,995

$1.869.460,259

$ (382,031,130)

(23,414,885)
$ (405,446,015)

$1,464,014,244
$1,466,034,029

The accompanying notes are an integral part of the financial statements.
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Combining Statement

Of Revenues, Expenses, and Changes in Fund Balance
For Fiscal Year Ended June 30, 1982

PUBLIC EMPLOYEES PUBLIC EMPLOYEES

RETIREMENT FUND  POLICE AND FIRE FUND TOTAL
Operating Revenues:
Member Contribution $ 52,277,226 $ 7,973,442 $ 60,250,668
Employer Contribution 70,913,313 11,946,248 82,859,567
Investment Income 77,368,097 14,981,804 92,349,901
Distributed Income of the
Minnesota Post-Retirement
Investment Fund (6.C.) 40,214,676 4,056,626 44,271,302
Other 2,712,579 749,538 3,461,917
Total Operating Revenues $ 243,485,691 $ 39,707,658 $ 283193,349
Operating Expenses:
Benefits Paid $ 52,743,985 ) 4,499,868 $ 57,243,853
Refunds 11,868,935 728,024 12,596,959
Administrative Expenses 2,357,453 130,346 2,487,799
Other 587 25,691 26,278
Total Operating Expenses $ 66,970,960 $ 5,383,929 $ 72,354,889
Other Changes in Reserves:
Cumulative Effect of Change in
Accounting Method Prior to
Fiscal Year 1982 (9.) $ (145,538) ) (7,925) $ (153,463)
Total Other Changes $ (145,538) $ (7,925) $ (153,463)
Net Fund Balance Additions $ 176,369,193 $ 34,315,804 $ 210,684,997
Unrealized Loss on Marketable .
Equity Securities (19,945,171) (3,409,714) (23,414,885)
Fund Balance, July 1, 1981 1,101,847,894 174,896,238 1,276,744,132

Fund Balance, June 30, 1982

$1,258,271,916

$ 205,742,328

$1,464,014,244

The accompanying notes are an integral part of the financial statements.
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FINANCIAL SECTION

Combining Statement

Of Changes in Financial Position
For Fiscal Year Ended June 30, 1982

‘ Resources Provided by:

| From Operations —

| Net Operating Income
Item Not Requiring Resources Currently:
Depreciation Expense

From Others —
Proceeds From Disposal of Fixed Assets

Resources Used by:
Payments of Obligation Under Capital Lease
Current Year Acquisition of Equipment
‘ Unrealized Loss on Marketable Equity
\ Securities
Net Increase in Working Capital

Total Resources Provided
|

Total Resources Used

Public Employees Retirement Fund

Elements of Net Increase (Decrease) in Working Capital

Current Assets:
i Cash
i Accounts Receivable
Due From Other Funds
Accrued Investment Income
Investments —
Bonds
| Equity Securities
' Short-term Cash Equivalents
‘ Equity in Minnesota Post-Retirement
Investment Fund
Deferred Yield Adjustment
Other

Total Current Assets

Current Liabilities:
Accounts Payable
Accrued Compensated Absences
Payable to Other Funds
Obligations Under Capital Leases

Total Current Liabilities

Working Capital

$ 176,369,193
113,683

6,059

$ 10,893
202,893

19,945,171
156,329,978

$ 176,488,935

$ 176,488,935

Year Ended June 30 Increase
1982 1981 (Decrease)
$ 906,303 $ 818,177 $ 88,126
222,915 117,979 104,936
179,138 107,585 771,555
12,727,004 11,955,472 771,532
403,446,983 367,088,540 36,358,443
373,840,984 256,641,288 117,199,696
48,088,106 118,272,062 (70,183,956)
413,640,881 341,236,738 72,404,143
6,459,478 7,347,458 (887,980)
26,435 361,198 (334,763)
$1,259,538,227 $1,103,946,497
3 1,528,791 $ 2,533,867 1,005,076
259,030 0- (259,030)
18,551 10,753 (7,798)
10,893 10,893 -0-
$ 1,817,265 $ 2,555,513

$1,257,720,962

$1,101,390,984

$ 156,329,978

The accompanying notes are an integral part of the financial statements.
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MINNESOTA PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

—

Public Employees Police and Fire Fund

Total

$ 34,315,804
_0_

_O_

$ -0-
_O_

3,469,714
30846090

$ 34315804

$ 34315804

$ 210,684,997

113,683

6,059

$ 10,893
202,893

23,414,885
187,176,068

$ 210,804,739

$ 210,804,739

Year Ended June 30 Increase Year Ended June 30 Increase
1982 1981 (Decrease) 1982 1981 (Decrease)
$ 143,669 $ 98,748 $ 44,921 $ 1,049,972 $ 916,925 $ 133,047
647,834 656,248 (8,414) 870,749 774,227 96,522
18,551 10,753 7,798 197,689 118,338 79,351
2,729,863 2,201,176 528,687 15,456,367 14,156,648 1,300,219
79,488,848 69,436,351 10,052,497 482,935,831 436,524,891 46,410,940
69,763,050 44,684,933 25,078,117 443,604,034 301,326,221 142,277,813
9,599,298 22,710,978 (13,111,680 57,687,404 140,983,040 (83,295,636)
42,938,306 34,386,733 8,551,573 456,579,187 375,623,471 80,955,716
592,319 871,840 (279,521) 7,051,797 8,219,298 (1,167,501)
-0- 71,392 (71,392) 26,435 432,590 (406,155)
$ 205,921,738 $ 175129152 $1,465,459,965 $1,279,075,649
$ 272 $ 125,329 125,057 $ 1,529,063 $ 2,659,196 1,130,133
-0- 259,030 -0- (259,030)
179,138 107,585 (71,553) 197,689 118,338 (79,351)
-0 10,893 10,893 -0-
$ 179,410 $ 232,914 $ 1,996,675 $ 2,788,427
$ 205,742,328 $ 174,896,238 $ 30,846,090 $1,463,463,290 $1,276,287,222 $ 187,176,068

The accompanying notes are an integral part of the financial statements.
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FINANCIAL SECTION

Statement of Revenues

Expenses, and Changes in Fund Balance

Public Employees Retirement Fund
For Fiscal Year Ended June 30, 1982

Operating Revenues:
Member Contribution
Employer Contribution
Investment Income
Distributed Income of the Minnesota
Post-Retirement Investment Fund (6..)
Other

Total Operating Revenues

Operating Expenses:
Benefits Paid
Refunds
Administrative Expenses
Other

Total Operating Expenses

Other Changes in Reserves:
Annuities Awarded
Mortality Loss
Cumulative Effect of Change in
Accounting Method Prior to
Fiscal Year 1982 (9.)

Total Other Changes

Net Fund Balance Additions
Unrealized Loss on Marketable
Equity Securities

Change in Unfunded
Accrued Liability

Fund Balance, July 1, 1981

Fund Balance, June 30, 1982

Reserves

Minnesota
Post-Retirement

Unreserved

Member Investment Fund Benefit Fund Balance Total

$ 52277226 % 3 $ $ 52,277,226
70,913,313 70,913,313
77,368,097 77,368,097
40,214,676 40,214,676
3,589 2,708,790 2,712,379
$ 52280815 $ 40214676 $150,990200 $ $ 243,485,691
$ 1335963 $ 42,457510 $ 8950512 % $ 52,743,985
10,976,803 892,132 11,868,935
2,357,453 2,357,453
587 587
$ 12,312,766 $ 42457510 $ 12,200684 $ $ 66,970,960

$ (11,565,665 $ 73145145 $ 61,579,480) $ $ 0-

1,501,832 (1,501,832 -0-
(145,538) (145,538)
$(11,565,665) $ 74,646,977 $(63,226,850) $ $ (145,538)
$ 28,402,384 $ 72404143 $ 75562006 $ $ 176,369,193
(19,945,171) (19,945,171)

34,972,971 (34,972,971

280,429,585 341,236,738 813,979,302 (333,797,731) 1,101,847,894
$308,831,969 $413,640,881 $924,514,939 $(388,715,873) $1,258,271,916

The accompanying notes are an integral part of the financial statements.
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MINNESOTA PUBLIC EMPLOYEES RETIREMENT ASSOCIATION
Statement of Revenues

Expenses and Changes in Fund Balance
Public Employees Police and Fire Fund
For Fiscal Year Ended June 30, 1982

Operating Revenue:
Member Contribution
Employer Contribution
Investment Income
Distributed Income of the Minnesota
Post-Retirement Investment Fund (6.C.)
Other

Total Operating Revenues

Operating Expenses:
Benefits Paid
Refunds
Administrative Expenses
Other

Total Operating Expenses

Other Changes in Reserves:
Annuities Awarded
Mortality Gain
Cumulative Effect of Change in
Accounting Method Prior to
Fiscal Year 1982 (9.

Total Other Changes

Net Fund Balance Additions
Unrealized Loss on Marketable
Equity Securities

Change in Unfunded
Accrued Liability

Fund Balance, July 1, 1981

Fund Balance, June 30, 1982

Reserves

Minnesota

Post-Retirement

Unreserved

Member Investment Fund Benefit Fund Balance Total

$ 7973442 % 3 $ $ 7,973,442
11,946,248 11,946,248
14,981,804 14,981,804
4,056,626 4,056,626
1,624 747 914 749,538
$ 7975066 $ 4056626 $ 27675966 $ $ 39,707,658
$ 241715 $ 3602573 % 655,580 $ $ 4,499,868
668,699 59,325 728,024
130,346 130,346
3,589 22102 25,691
$ 914,003 $ 3,602,573 $ 867,353 $ $ 5,383,929

$ (10191520 $ 8133409 $ (7114257) % $ 0-

(35,889) 35,839 -0-
(7.925) (7.925)
$ 1,019152) $ 8,097,520 $ (7,086,293) $ $ (7,925)
$ 6041911 $ 8551573 $ 19722320 $ $ 34,315,804
(3,469,714) (3,469,714)

222,369 (222,369)

38,387,197 34,386,733 115160,367 (13,038,059) 174,896,238
$ 44,429108 $ 42938306 $135105056 $(16,730,142) $205,742,328

The accompanying notes are an integral part of the financial statements.
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FINANCIAL SECTION

Schedule of Administrative Expenses
For Fiscal Year Ended June 30, 1982

Personal Services:
Staff Salaries
Social Security
Retirement
Insurance and Workers' Compensation

Total Personal Services

Professional Services:
Actuarial
Audit
Legal
Management Consultants
Investment Consultants
Total Professional Services

Communication:
Printing
Telephone
Postage
Travel
Mailing Services
Total Communication

Rentals:
Office Space
Equipment Leasing

Total Rentals

Other:
Medical Examinations
Stationery and Office Supplies
Maintenance Service Contracts
Depreciation
Education (Employees)
Copying Expense
Publications and Subscriptions
Meeting Expense
Vehicle Expense
Equipment ($50 and Under)
Drawing Account - Executive Director
Freight
Bonds and Insurance
Indirect Cost From State
Miscellaneous

Total Other
Total Administrative Expense
Allocation of Administrative Expense:

Public Employees Retirement Fund
Public Employees Police and Fire Fund

Total

$1,308,886
59,580
77,853
82,276

$ 24,000
28,485
78,410

6,000
114,675

$ 69,959
19,146
183,258
38,721

8,927

$ 50997

23921

$ 32,375
60,088
41,324

113,683
11,053
8,610
4,248
6,038
2,165
125
2,080
923
3,381
25,761
851

$1,528,595

251,570

320,011

74,918

312,705

$2,487,799

$ 2,357,453

130,346

$2,487,799

The accompanying notes are an integral part of the financial statements.

30 MINNESOTA PUBLIC EMPLOYEES RETIREMENT ASSOCIATION



ACTUARIAL SECTION

Certification Letter

COMPENSATION & CAPITAL

INCORPORATED

125 SOUTH WACKER DRIVE CHICAGO, ILLINOIS 60606 TELEPHONE 312 332-4420
DAVIS H. ROENISCH, FSA ACTUARIAL SERVICES

October 1, 1982
Board of Trustees
Public Employees Retirement Association
203 Capitol Square Building
550 Cedar Street
St. Paul, Minnesota 55101

Gentlemen:

We have recently completed our annual actuarial valuation of the
Minnesota Public Employees Retirement Association, for the purpose of
determining the actuarial status of the Public Employees Retirement
Fund and the Public Employees Police and Fire Fund obligations as of
’ June 30, 1982.

The basic financial and employee data used in the actuarial valuation
are those submitted to us by the association office. The actuarial
valuation was based upon applicable statutory provisions in effect on
June 30, 1982, together with the employee census and financial data as
of that date.

The valuation was made on the basis of the entry age normal cost
(level normal cost) method of financing and the actuarial assumptions
as required by statute, with future costs expressed as a percentage of
payroll. The contribution requirement of the funds must be sufficient
to meet current service costs and to amortize the unfunded liabilities
by the year 2009.

The valuation indicated that the present assets and expected future
contributions required by statute, with investment earnings thereon, are
sufficient to provide the benefits to be paid in the future. The current
funding level of the Public Employees Retirement Fund is 78%, and of
the Public Employees Police and Fire Fund 94%.

Recent amendments to the pension laws include: retirement when age
and years of service equal 90; reduction in penalty for early retirement;
and increase in maximum survivor benefit. These benefits are funded
within the current financing levels.

On the basis of the foregoing, and the assumptions indicated therein,
we hereby certify that, to the best of our knowledge and belief, the
attached statements are true and correct and in accordance with the
laws of the State of Minnesota.

Respectfully submitted,
COMPENSATION & CAPITAL INCORPORATED

o e

Davis H. Roenisch
Enrolled Actuary No. 174

Chicago San Francisco Los Angeles Philodelphia
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ACTUARIAL SECTION

Actuarial Cost Method

And Assumptions

June 30, 1982

Actuarial Cost Method - Entry Age Normal

Public Employees Retirement Fund

Actuarial Assumptions

Retirement

Mortality
Disability

Separation

Loading for Expense
Asset Valuation
Investment Return
Earnings Progression

65 for members with less
than 30 years' service. If
more than 30 years' service,
30% at 65, 15% at 63 and
64, and 100% at 65.

1965 Group Annuity.

PERA Experience. See table
below for sample values.

PERA Experience. See table
pbelow for sample values.

148%.

Cost.

5% compounded annually.
312% per year.

ANNUAL RATE PER 100 EMPLOYEES

Mortality

Age Male Female AiiEmployees Male Female

20 .05 .03
30 .08 .06
40 A7 A
50 .54 .26
60  1.20 .66
65 205 1.14

Disability Separation
07 275 583
12 16.1 281
22 82 134
46 358 6.6

1.07 —— —
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Public Employees Police and Fire Fund

Actuarial Assumptions
Retirement

Mortality

Disability

Separation
Loading for Expense
Asset Valuation

Investment Return
Earnings Progression

Age 60.

1965 Male Group Annuity.

PERA Experience. See table
below for sample values.

PERA Experience. See table
below for sample values.

.089%.

Cost.

5% compounded annually.
3% per year.

ANNUAL RATE PER 100 EMPLOYEES

Age Mortality Disability Separation
20 .05 A 7.00
30 .08 24 6.58
40 A7 .59 2.45
50 .54 147 .50
60 1.30 - —



MINNESOTA PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

Actuarial Tables |

June 30, 1982

Progress of Funding

CENSUS YEAR OBLIGATION FOR FUNDED

(6/30) SERVICE TO DATE ASSETS RATIO

Public Employees 1977 $ 930,363,154 $ 613,887,437 66%
Retirement Fund 1982 1,646,987,789 1,278,217,087 78
Public Employees 1977 102,297,741 81,962,092 80
Police and Fire Fund 1982 222,472,470 209,212,042 94

Actuarial Present Value of Accumulated Plan Benefits

Public Employees Retirement Fund $ 1,605,821,619

Public Employees Police and Fire Fund 236,093,691

Recommended Contribution Schedule (applies to total compensation)

PUBLIC EMPLOYEES RETIREMENT FUND  PUBLIC EMPLOYEES POLICE AND FIRE FUND

No Social Covered By

Security Social Security
Member 8% 4% 8%
Employer 10.5% 55% 12%

The actual contributions are made in accordance with the recommended
contributions as set forth in the laws of the State of Minnesota.
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ACTUARIAL SECTION

Required Reserves

June 30, 1982

For active members
Retirement benefits:

PUBLIC EMPLOYEES
RETIREMENT FUND

PUBLIC EMPLOYEES
POLICE AND FIRE FUND

Retirement $ 920,281,798 $ 117,539,026
Vesting 104,687,067 9,340,015

$ 1,024,968,865

$ 126,879,041

Disability benefits 45,606,358 32,036,344
Refundment liability due to death or withdrawal 45,452,045 3,108,817
Survivors' benefits 17,740,982 4,819,163
For deferred-annuitants 113,557,847 2,018,411
For former members without vested rights 6,329,552 472,219

For annuitants:
Retirement 413,640,882 42,938,307
Disability annuities 20,129,338 2,930,791
Surviving spouses’ annuities 58,342,229 6,923,409
Surviving children’s annuities 1,219,191 345,468
Total Required Reserves $1,646,987,789 $222,472,470

Certification

The above exhibit has been prepared in accordance with the provisions
of Section 356.20. The required reserves for formula benefits have been
computed in accordance with the Entry Age Normal Cost Method.

Respectfully submitted,
4—{ f \ S’l

Davis H. Roemsch
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STATISTICAL SECTION

Total Reserve Required

Public Employees
Retirement Fund
$1,646,987,789

Public Employees
Police and Fire Fund
$222,472,470

Net Assets
$1,278,217,087
78% Funded

Unfunded Obligation
$368,770,702
22% Unfunded

Net Assets
$209,212,042
94% Funded

Unfunded Obligation
$13,260,428
6% Unfunded
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STATISTICAL SECTION

Revenue By Source |

Last Ten Years

Public Employees Retirement Fund

FISCAL MEMBER EMPLOYER INVESTMENT

YEAR CONTRIBUTION CONTRIBUTION INCOME* OTHER TOTAL
1973 $ 17,808,595 $ 25,399,602 $ 23,078,644 $ 719,054 $ 67,005,895
1974 24,807,250 33,433,889 19,840,689 2,072,751 80,154,579
1975 28,294,175 37,917,494 22,303,987 (17,798,397)** 70,717,259
1976 31,666,986 42,516,415 27,812,770 (8,469,156)** 93,527,015
1977 34,401,229 46,399,274 41,717,853 17,351,032%* 139,869,388
1978 37,758,756 49,976,384 43,040,144 117,963 130,893,247
1979 39,776,778 53,638,655 50,325,609 18,808,283