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Summary of Findings 

Purpose and Scope 

This report is provided by the Technical Advisory Group as part of a study mandated by the 
1993 Legislature to examine phase-out or consolidation options for the First Class City 
teacher retirement funds. We identify and analyre an array of fourteen distinct options 
relating to alternative plan structures, fund consolidations, management and financing 
arrangements, including the status quo as both an option and a baseline against which to 
assess others. 

No recommendation is made in this report. The Technical Advisory Group intends simply to 
provide policymakers with the most thorough and objective information that can be obtained 
on the options identified as worthy of consideration. What follows is an attempt to synthesize 
the best empirical information and professional assessments of these options attainable given 
the time and resources available. 

Fourteen options were identified and selected for assessment ranging from maintaining the 
current plan, funding· and management arrangements, to total and immediate consolidation of 
the four teacher retirement plans in the state. Between these extremes lie twelve alternatives 
on a continuum of progressively more fundamental and sweeping plan/funding modifications. 
This report evaluates, along with fund elimination options, proposals that address concerns 
about cost effective administration and investment management, along with alternative 
funding scenarios driven partly by bonding opportunities to arbitrage downward the projected 
unfunded liabilities of several plans: An approach that could have significant positive impacts 
on the funding status of the Minneapolis and St. Paul funds in particular. 

We break the options into 3 ( overlapping) categories: 

1) Administrative Efficiency Opportunities 

2) Funding Change Opportunities 

3) Actual Plan/Fund Modification Opportunities 

Current Status 

The "Current Status• section of the report lays out the situation faced by the teacher funds as 
a whole and separately. The major point to be drawn from our appraisal of the situation is 
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that Minnesota teacher retirement liabilities are, on the whole, very well funded. Ninety 
percent of the active teacher fund members are in adequately funded plans. There are serious 
ongoing deficiencies, however, in two local plans, Minneapolis ($9,813,284 per year) and St. 
Paul ($4,333,485 per year), in which approximately 10% of the active teachers and 
administrators participate. This point is worth emphasizing: If policymakers believe that 
funding is the primary issue of concern regarding teacher funds in the state, then the 
response should be focused as closely as possible on the genuine locus of the funding 
problem. It may be the case that consolidation of poorly funded plans with well-funded plans 
could expand the scope of the problem, rather than containing and resolving the issue of 
central concern. 

Benefits do not appear to be the driving force behind the current funding problems. One 
summary way to compare benefits is to look at the normal cost of retirements. From this 
perspective, current benefits among the various plai:is are quite similar in terms of total cost. 
There are significant differences among the plans in terms of specific benefits 11 but from a 
total cost perspective there do not appear to be large, overall benefit disparities. 

There are significant differences among the funds in terms of administrative costs, both as a 
percentage of payroll, and in terms of annual expenditures distributed by plan membership. 
Administrative costs range from 0.83~ of annual payroll (Duluth) to 0.15~ (TRA). This 
can be accounted for partly by economies of scale, but also appears to be driven by different 
division between internal/external service provision. In addition, fixed costs in the smaller 
plans have a smaller base against which to be distributed, and therefore, would, under any 
level of efficiency in operations from a variable cost perspective, probably always be higher. 

Certainly, opportunities for long-run ·economies in administration exist. The issue for 
policymakers, however, is whether the"potential savings are worth the transition costs, or 
possible member service and policy implications of any administrative consolidation. 

Analysis of Options 

Consolidation orphan-out of Finl Class City pension.funds appears to be very costly 
under each scenario naluat,d. These options an also more controversial, long-tenn and 
complex to implanent than oth,n considered. 

Aside from the many policy considerations presented to policymakers by the options 
evaluated, there seem to be very few opportunities for actual plan or fund consolidation that 
do not also imply significant actuarial costs. Unless some of these issues can be resolved 
through legislation on plan consolidation provisions, it does not appear that reducing the 
number of funds creates economies in strict cost/benefit terms to the state or the employing 
jurisdictions. Some other superseding policy objective would be required to justify the fiscal 
impacts presented here. Issues that deal with some of these other dimensions are more 
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th.oroughly addressed in the following section of the report. 

Consolidation or phase-out of the three first class city funds is projected to be very costly. 
The new first year cost ranges from $29 million for Option 8 to $65 million under Option 
13. The Commission actuary did not perform the valuations necessary to derive cost figures 
for Option 14, but it is safe to assume that the costs for this option would certainly exceed 
those for Option 13. 

For other options that fall generally within the "Consolidation Opportunity" category, the 
first year costs are larger than we anticipated. The costs are most often due to differences in 
the assumed rates of return on pre/post-retirement assets, funded status of the plans, and 
diminishing active payroll to support closed plans as they approach the amortization target 
date. By far the most expensive options are #12 and #13. Allowing only actives to elect 
current or TRA benefits and SBI post-retirement adjustments (Option #12) raises first year 
costs from $28~8 to $55.8 million; a difference of $27 million. Under Option #13, we 
extend to retirees the election on post-retirement benefits, ,which increases projected required 
contributions by $9.2 million. .Primary factors driving these results are: 

1) Moving members from plans that are poorly funded into well-funded plans; 

2) allowing the election of SBI or 13th check post-retirement increases; and, 

3) the lower assumed post-retirement rate of return for the State TRA versus local fund 
rates. 

Changes in funding arrangements, such as issuing taxable general obligatio bonds to 
finance part of the unfunded liabilities of plans in need, and reallocation of current 
contribution amounts, present opportunities to impro-v, th, funded status of plans without 
additional costs to th, stat,, employers, or employees. Thes, benefits under these options 
rely mort, howe-ver, on /orecasted debt service costs and returns on assets. 

Of the fourteen alternatives, there are only three where costs (as measured in terms of 
required contributions) are actually reduced - Options 2, 3, and 4. 

Options #3 and #4 (affecting only MPLS-TRA and MERF) involve a "contribution lock-in, 
and G. 0. bonding of unfunded liabilities. These are the only alternatives to current policy 
that the Advisory Group studied that show some promise of significantly reducing retirement 
obligations. Detail cash-flow projections are included in the appendix to this report which 
illustrate the actuarial effects under Options #3 and #4. 

First-year "savings• under option #3 are estimated at $5.4 million. Savings here, is measured 
against the current combined ·total deficiency for the relevant funds. A reduction in 
deficiencies is defined here from an actuarial perspective as "savings." From a strict fiscal 
and budgetary point of view, expenditures are not really reduced under Options #3 or #4. 
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The next option, adds to this scenario the issuance by the school district and city, taxable 
general obligation bonds to offset the unfunded liabilities of the MERF and MPl.S-TRA 
funds. The text runs to date have been for sales of $100 million each for the two funds. The 
spread between the rate of return on the assets obtained, and the rate of interest on the bonds 

. creates an arbitrage opportunity. A large amount of assets are infused into the funds, and 
compound at a rate sufficient to double the effect of the contribution lock-in; savings are 
$11. 5 million the first year. 

The effect of all this on MPl.S-TRA can be understood as a reversal of the current situation, 
where insufficient assets come into the fund each year, and the loss is negative! y 
compounded by the rate of return that could have been obtained. In this case, a significant 
share of that contribution insufficiency is corrected, such that the deficiency for MPl.S-TRA 
goes from 6.80% to 2.23% with the lock-in and bond sales. The funding problem for MPl.S
TRA is not resolved entirely under these projections, but if recent investment performance of 
the two funds (well in excess of assumed returns) can be sustained for even the next few 
years, the effect could be even more dramatic. Certain technical problems need to be 
resolved before either or both of these options ~uld be implemented, and these are discussed 
further in the •Option-by-Option Analysis• section of the report. 

AdministratiPe costs an not rignificant in tenns of oPerallfundmg nquiranents. Under 
virtually n,,., option we atudied, administratiPe saring, wen assumed liberally, but wen 
nner su/fidtnt to offset much larger adPerse actuarial impacts of consolidation options. 
When administratiPe savings wen not rePersed by actuarial effects, they do not appear 
large enough to warrant the operational disruptions and up-front costs implhd. 

Administrative costs simply do not amount to much in the pensions context. The estimated 
administrative savings in the table for· Options 2-5 are based upon analyses by MERF and 
MPl.S-TRA. The amount saved by sharing certain administrative functions and office space 
is approximately 5%. For Options 6 and 7, affecting only the four teacher funds, we 
assumed 20% savings in administration, and 10% on investment costs. These are beyond the 
item-by-item projections for MERF and MPLS-TRA. We felt that a significant amount 
should be assumed given the more similar nature of the plans being managed. For the 
remaining options, we assumed a 10 % savings in overall administrative costs. · Larger 
memberships and greater geographic dispersion of employers/members, the scale of 
operations and systems, and the complexity of administrative arrangements could render 
these assumptions invalid, and in fact, cause dis economies. · 

The administrative savings under Options 2 ($300,000) are so minor that they could easily be 
eliminated by incorporating effects on overall fund and employer administrative costs that 
have Mt been included in this report. Administrative savings under Option #5 ($608,000) 
are dwarfed by the actuarial costs of the proposal. While significant administrative •savings• 
occur under Option #6 ($1,755~000) they are similarly wiped out by actuarial costs. 
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While members of the advisory group are by no means unanimous on this point, it appears 
that member services would either be enhanced or at least not substantially impaired in the 
long-run by most of the options we considered. Options 6 and 7, however, and perhaps 12 
and 13, centralize administration of the plans, and in doing so, could limit member access to 
fund management and staff. Where problems such as member access, service levels, or 
potential technical/administrative issues appear, we have noted this in the "Option Impacts" 
and "Option-by-Option Analysis" sections of the report. There are significant transition 
issues and costs associated with consolidation of administrative functions. These are easily 
identified by the people who actually administer the current four funds. Putting monetary 
value on them, or defining timelines to implementation, are more difficult and speculative 
tasks. 

lfher, plans an consolidated or phased-out, issues to b, resoll'ed an many and complu, 
particularly as regards election of benefits, asset transfer ratios, along with establishing 
base pensions, and .financing post-retirement increases. 

For any of the actual plan/fund consolidations, a common problem exists: How does a 13th 
check operate if a fund is closed to new members, and active members or retirees are either 
re-directed to another plan or allowed to elect another's benefits'? The base of contributions, 
asset accumulation, and thus capacity to generate excess returns available for distribution, 
would be considerably 'reduced .. In a closed fund, there would be no new actives, and 
therefore a shrinking pool of assets against which to draw 1 % for distribution. Funding the 
13th check becomes difficult without some other infusion of contributions to the fund. The 
issue also remains as to how the 13th check, which for many older retirees is now larger 
than th~ir retirement benefit, would be converted into a base pension within the Post Fund. 

Wherever there are benefit changes (except for #14, the "Best of All Plans" option), there· 
are typically both winners and losers. This report attempts to show which group outweighs 
the other 'for each option. Where there is expected to be a significant number of members 
potentially affected either way, that information is presented. While none of the options 
seems to imply reductions for the majority of the affected members, any occurrence of 
reduced benefit (i.e., transfers of member assets at less than the pro rata share from their 
current fund) could be litigated by members if the plan selection was not optional. Where 
there appears to be potential for litigation, we have either marked the column with a negative 
sign or question mark. 
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Overview 

The 1993 Legislature called for an interim study by the Legislative Commission on Pensions 
and Retirement on options available for phasing-out or consolidating teacher retirement funds 
in the State of Minnesota. 

Laws 1993, Chapter 357, Section 9: 

(a) The legislative commission on pensions and retirement shall 
study the options available for phasing-out or consolidating the 
first class city _teacher retirement fund associations. TM 
commission shall repon its conclusions by February 1, 1994, to 
the chairs of the committee on governmental operations (Ind 
refonn of the senatei the committee on finance of the senat~, the 
committee on governmental operations and gambling of the 
house of representatives, and the committee on -ways and means 
of the house of representatives . 

. (b) TM legislative commission on pensions and retirement shall 
establish a technical advisory group for the study composed of 
the commission staff, the directors of the first class city teacher 
retirement funds, a representative of the teacMr bargaining unit 
of the respective school districts, a representative of each school 
district, and a representative of the department of finance. Each 
bargaining unit and school district_ shall notify the chair of its 
designation of a represent_alive. 

(c) TM executive director of the teachers' retirement . 
association and an employee representative to be selected by the 
board of the teachers retirement association must be members of 
the technical advisory group in paragraph (b). The board shall · 
notify the chair of the legislative commission on pensions and 
reti~nt of its designation of an employee representative. 

This report is provided by the Technical Advisory Group established under paragraph (b). 
We identify and anal)'7.C an array of fourteen distinct options relating to alternative plan 
structures, fund consolidations, management and financing arrangements, including the status 
quo as both an option and a baseline against w~ch to assess others. 

No recommendation is made in this report. The Technical Advisory Group intends simply to 
provide policymakers with the most thorough and objective information that can be obtained 
on the options identified as worthy of consideration. What follows is an attempt to synthesize 

6 



the best empirical infonnation and professional assessments of these options attainable within 
the time available. 

Individuals or organiz.ations contributing to this effort may take positions for or against any 
one option or set of options presented: Indeed, their fiduciary and corporate responsibilities 
may oblige them to do so. However, it seems clear from the language and context of the 
mandating legislation that the Legislature is not soliciting any policy prescription from the 
Technical Advisory Group. Therefore, as a group, we interpret legislative intent narrowly, 
and take no position on any of the options described. 

With respect to the scope of options identified for analysis, however, the group has chosen to 
explore a broader variety of consolidation/coordination options than those initially identified 
by Commission staff (See Appendix). Whereas most would understand the term to mean 
plan or fund elimination, our definition of "consolidation• includes regional administrative 
cooperative arrangements. Additionally, we examine alternatives to current funding of plans 
that involve administrative and asset management linkages between funds. We conclude that 
a broader definition of the problem and its possible solutions is warranted, since to focus 
exclusively on scenarios that close funds or plans might presuppose several things : 

1) That the Legislature intends to move toward one, statewide, uniform retirement plan for 
all public school teachers and administrators (it has resolved that there are no economic 
or policy considerations that might warrant the maintenance of separate plans); 

Whether or not one subscribes to them, there are valid arguments to be made that 
historical, economic and demographic consideraJions exist that lend support to the 
maintenance of separate plans for the first class city active and retired educators. 

· Perceived inequities in the separaie benefit schemes mighl, on closer inspection, really 
just be differences in the benefit mix or trade-offs prefe"ed by one group versus 
another. 

2) That remediation of the funding problems facing the Minneapolis and St. Paul funds can 
only be solved through their elimination, and alternatives that might secure more rational 
funding of the separate plans are not germane; 

1he recent adjustment of supplemental contribution raJes and creation of authority for a 
state/employer lump-sum additional contribution seem to indicate legislative willingness to 
deal with funding needs as an issue distinct from the number of funds that exist. Would 
the Legislature even be deliberating •phase-out or consolidation options• if it were not 
for the funding problems? If funding issues are the primary impetus for this study, then it 
makes sense to ·explore options that address this core problem in conjunction with any 
consideraJion of interventions such as closing or combining funds and plans. 

3) That intermediate arrangements promoting economies in the delivery of retirement 
benefits and member services are not to be considered, even though they might provide 
alternatives to options that are potentially more costly or controversial. 
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Likewise, while the Legislature has cenainly expressed concern about administrative and 
investment cost differentials among funds, it has also taken actions that clearly intend 
resolution of these issues through interventions far short of consolidation, such as the 
"administrative assessment" imposed in the 1993 Session on.first class city fund members. 

For these reasons then, this report evaluates, along with fund elimination options, proposals. 
that address concerns about cost effective administration and investment management, along 
with alternative funding scenarios driven partly by bonding opportunities to arbitrage 
downward the projected unfunded liabilities of several plans: An approach that could have 
significant positive impacts on the funding status of the Minneapolis and St. Paul funds in 
particular. 

The Appendix to this report is devoted to methodological disclosure: That is, the process by 
which options were identified, analyzed, and eval~ted. Certain criteria, assumptions and 
conventions were adopted in order to assure, wherever possible, uniform methods for 
estimating savings/costs, actuarial implications, funding, administrative and member service 
impacts associated with the options chosen for assessment. We feel it is incumbent upon the 
group to provide this information, and that its inspection can give the reader a clearer 
understanding as to how figures are derived and the empirical support for the conclusions 
that were reached. This level of detail, however, is not essential to the purpose of making 
policy, and we believe it is more appropriately located in the appendix for reference rather 
than the main ·body of the report. 

The following page contains a listing of project participants, including the names of 
contributors and their affiliations. 
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Description of Options 

The fourteen options identified and selected for assessment range from maintaining the 
current plan, funding and management arrangements, to total and immediate consolidation of 
the four teacher retirement plans in the state. Between these extremes lie twelve alternatives 
on a continuum of progressively more fundamental and sweeping plan/funding modifications. 

Of the options described below, those numbered 2 through 7 were developed independently 
by the Technical Advisory Group. The first subset of options fall in our first two categories 
(Administrative efficiency and funding changes), and require no actual elimination of plans 
or funds. Those numbered 8 through 14 are phase-out or consolidation options identified by 
LCPR staff (See Appendix, Lawrence Martin to ~PR, August 16, 1993). This second 
subset draws largely on historical experience with reconfiguration of public plans in 
Minnesota, and each involves the elimination of funds, plans, or both. Excluding the No 
Change scenario (Option #1 throughout), the policy options we present to the Legislature can 
be grouped into three (overlapping) categories or themes, as detailed below. 

Administrative efficiency opportunities 

Option Description 

2 Fonn a Minneapolis Pension Management Services Agency (MPLS-TRA. &: MERF 
only- Maintain cu"ent law ~neflts, boards, and directors. 

3 Option #2 PLUS a State/employer total contribution "lock-in," along with a 
"Minneapolis AmOnization Pool," whereby tM current total combined level of 
support is maintained, but redirected where most needed. 

4 Option 113 PLUS Taxable G. 0. bond financing of unfunded liabilities for MERF, 
MPLS-TRA, St. Paul-TRA 

5 Option #4 PLUS change post-retirement adjustment procedurt to greater of cu"ent 
_ or SBI approach 

6 Cun-ent law benefits, same boards/directors. Creat~ a Teachers' Pension 
Management Services Agency, including MPLS-TRA, St. Paul-TRA, Duluth-TRA., 
State-TRA. 

1 Option #6 PLUS Change Post-Retirement adjustment procedurt for First Class TRA. 's 
to SBI approach - employer jurisdictions pay tM cost 
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Funding change opportunities 

Option Description 

3 Option #2 PLUS a Stale/employer total contribulion "lock-in," along with a 
"Minneapolis Amortir.ation Pool," whereby the cu"ent total combined level of 
support is maintained, but redirected where most needed. 

4 Option #3 PLUS Taxable G. 0. bond financing of urifunded liabilities for MERF, 
MPLS-TRA, St. Paul-TRA 

S Option #4 PLUS change post-retirement adjustment procedure to grealer of cu"ent 
or SBI approach 
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Actual plan/fund modification opportunities 

Option Description 

5 Option #4 PLUS.change post-retirement adjustment procedure to greater of cu"ent 
or SB/ approach 

1 Option #6 PLUS Change Post-Retirement adjustment procedure for First Class TRA 's 
to SB/ approach - employer jurisdictions pay special amortiz.ation contribution 

8 Cu"ent law benefits and administration. Close MPLS-ntt, St. Paul-TRA. and 
Duluth-TR.A.. Redirect all future hires to State-11«. 

9 Option #8 PLUS Redirect all non-vested members of First Class TRA's to State-TR.A.. 

10 · Cu"ent law benefits and administration for BASIC members only. Consolidate 
COORDINATED plans into one within Stale-mA. 

11 Cu"ent law benefits. Consolidate administration into Stale-TR.A.. Eliminate cu"ent 
First Class boards/directors. Close First Class TRA plans to future hires. 

12 Option #11 PLUS allow active First Class 11U members to elect cu"ent or State
TRA benefits 

13 Option #12 PLUS First Class City retirees choose current orState-TRA Post
Retirement increase process for all future increases. 

14 Total Consolidation. All active and retired members transfer to State-TRA 
admfnistration. New plan benefits include greater of each among the merged plans. 
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Current Status of Funds 

On the following page is a chart giving summary statistics on the funds with which this study is 
concerned. This is not intended to be a comprehensive, side-by-side comparison of the funds, 
benefits, or features of the plans under administration. Rather, the variables identified are those 
considered most relevant to the purposes of this study. This data is provided in order to give 
policymakers contextual information, a quick reference to assess the relative scope and size of the 
funds, along with statistics on funded status and contribution sufficiency. Following the table are 
graphical presentations of significant information drawn from the same table for illustration of 
particular.items. Figures are from the Pension Commission consulting actuary's valuations for the 
fiscal year ended June 30, 1993. 

Roughly 87 % of the active members and payroll for .all teacher retirement plans in Minnesota are in 
the statewide fund. Of the remaining 13%, 2% are in Duluth-TRA. Both of these funds are in good 
shape; the funded ratios (85% and 99% respectively) and contribution sufficiency rates (-.07% and 
+ . 08 % ) are healthy. This is an important point, since it implies that for about 90 % of the teachers 
and school administrators in the state, the funding of their current benefit liabilities is not a serious 
issue. We do not have a teacher retiremenl funding problem in Minnesota. We have funding · 
problems within two local teacher funds. · 

For the remaining 10%, the vital signs are not so good. Contribution deficiencies are significant: 
(6.80)% for MPLS-TRA, (3.31)% for St. Paul. The combined total annual dollar shortfall is 
$14,147,000. Each year this condition is allowed to persist compounds the cost of resolving it in 
the future. Ever greater inter-generational shifts are required to sustain the plans: That is, one 
generation of taxpayers shifts its burden to a another. In the case of St. Paul, the inter-generational 
transfer issue is the focus. With respect to the Minneapolis fund, the problem is even more critical. 
Recent legislation has enhanced projections, but MPLS-TRA's funded ratio remains only 57%. 
Unless some-thing is done, assets will be depleted to zero and default will occur sometime shortly 
after the year 2030. In the meantime, ever more severe inter-generational transfer of unfunded 
liability obligations will continue. 

Kno~g the nature, source and scope of a problem is essential to developing a sound 
corrective policy. The nature and scope of the problem that led to this study can be defined 
rather clearly. Much of the background was provided in a 1992 study by the Advisory 
Committee on the Minneapolis Teachers' Retirement Fund Association. Most of the problems 
facing these funds are historical in nature, and occur when benefits were modified, but 
contributions were not - either through local or state inaction. 

Benefits do not appear to be the driving force. Here, rather than become mired in a side-by
side comparison of all plan benefits, annuity options, assumptions and plan experience relative 
to those assumptions, we suggest one summary way to compare benefits is to look at the 
normal cost of retirements. This is provided in the following table (for ease of presentation, 
on coordinated plans only). When one takes into account the different post-retirement 
earnings assumptions, and average annual earnings, the normal costs cluster fairly close 
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together. This indicates that the current benefits among the various plans are quite similar· in 
terms of total cost. There are significant differences among the plans in terms of specific 
benefits, but from a total cost perspective there do not appear to be large, overall benefit 
disparities. 

Administrative costs, as can be seen from the table, are for all funds rather low as a percent 
of payroll. Another way to look at administrative cost is to distribute it over active and 
retired lives. Viewed on this scale (See figure below), one sees significant differences in per
member costs. This is largely due to two factors: 1) the plan populations differ considerably, 
hence the numerator drives the ratio; 2) fixed costs appear to be similar across funds (rental 
or leased space, systems and equipment costs, etc.). Certainly, opportunities for long-run 
economies in administration exist. The issue for policymakers, however, is whether the 
potential savings are worth the transition costs, or possible member service and policy 
implications of any administrative consolidation. 

It should be noted here that the bar chart showing administrative costs per active member is 
used only as a means to present in a common relative metric. , The chart should not be 
interpreted to mean that members are bearing the administrative c.;>sts, or that they have 
reason to be concerned about the differences. Administrative costs are assumed almost 
entirely by the employer units through their contributions on behalf of the employee - they are 
not borne by employees. 
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CURRENT STATUS OF FUNDS Based on Actuarial Valuations for 

June 30, 1993 

% Total Avg %of 
Fund Payroll Teacher · Salary Combined Assets 

Fund Active Active 
($'s In 000's) Payroll (Actual $'s) Members Members (S's In 000's) 

State TRA 2,156,739 87.17% 33,044 65,268 87.66% 7,045,937 

MPLSTRA 144,313 5.83% 33,585 4,297 5.77% 501.741 

St. Paul TRA 130,921 5.29% 38,047 3,441 4.62% 393,168 

Duluth TRA 42,160 1.70% 29,016 1,453 1.95% 130,857 

MERF 89,200 na 38,432 2,321 na 888,587 

Total Coord Asset 
Current Coord Nonnal Admln Mgmt 
Contrlb Nonnal Cost Total Cost External (E)/ 

Fund Sufficiency/ Costas Retirements Amort Asa% Some 
(Deficiency) % Payroll* Only• Cost of Payroll Internal (I) 

State TRA -Q.07% 9.80% 7.89% 2.76% 0.15% E 

MPLSTRA -6.80% 9.32% 7.56% 12.74% 0.43% I 

-

St. Paul TRA -3.31% 8.88% 6.25% 6.63% 0.27% E 

Duluth TRA 0.08% 9.67% 7.40% 0.21% 0.83% I 

MERF 0.00% 18.68% 18.68% 23.49% 2.20% E 

c; * Normal cost serves as a proxy for the value of benefits for current active members. 
However, differences in assumed rates of return for pre/post-retirement assets require 
some caution in intepreting these figures. Those rates are TRA 8.5/5.0, MPLSTRA - 8.5/6.5, 
SPTRA - 7 .5/7 .5, Duluth - 7 .5/7 .5, MERF 6.0/5.0 

Llabllltles 

($'s In 000's) 

8,266,059 

878,693 

571,059 

132,700 

1,172,908 

Funded 
Ratio 

85.24% 

57.10% 

68.65% 

98.61% 

75.76% 



~ 

'°' 

I Distribution of Teacher Fund Active Members I 

(2.0%) DUL 

(4.6%) STP 

(5.8%) MPLS 



Annual Contribution Deficiency 
Distribution of Combjned Total 

$14,146,769 (9.6%) TRA +DUL 

$1,509,717 

...... 

....J Total = $15,656,486 



X-Axis 

..... 
00 

"' 
~ 
>-

.,•:.r ,.-.. -~--

0.1 

0.08 

0.06 

0.04 

0.02 

0 

TRA 
7.89% 

----------- __, ____ .,.,._._. _______ ,....___ -- .. ~,...__ ·-·o/.---

~--~---------.--·-

_, 

>J. 
__ ,,,,______: ·••.q~- -,~ - ------·------·~----· ...... ---------------------, 

, '•.-:i 

MPLS STP DUL 
7.56% 6.25% 7.40% 



~ 
ca -ca 

en 
(]) 

., 

C) 
ca 
I... 
(]) 
> <(' 

...-.-. u, 
0 
0 
0 

.5 
u, 

E,9-
.......... 
C: 
0 
~ 
ca 
::::, -ca 
> 
CW') 
O') 
O') ..... 

0 
V 

0 
N 

spuesno4.1 

AJe1es 1enuuv 6AV 

' 

...J 
(0 
..-

:::)i 0 ·c·, a> 
N 

,...... 
Q. V 
I- 0 
en :(X) 
I \C') I 

; l 
! 
! 
\ 
l 

en IC) 

...J (X) 

Q. IC) 

~ 
C') 
C') 

~ 
V 
V 
0 

I- C') 
C') 

0 

19 



u, 
'-
(I) 
.a 
E 
(I) 

:? 
. (I) 

> 
■-

0 
<( 
.......... ...., 
u, 
0 u 
(I) 
> 
■-..... 
~ ...., 
u, 
■-c 
■-

E 
-c -<(--

...J 
::, 
C 

CL ..... 
en 

UJ 
...J 
CL 
:E 

~·-

..... 

.!!? 
~ 
>< 

.... ... 
N 

(") 
0 ..-, 

i .... 

-- -

0 
It) 

<( 

s 
(1J 

C 
[] 20 



Option Impacts 

The following chart attempts to collapse our analyses of 14 options into one, tabular 
presentation. As a practical matter, this cannot be done without the exclusion ;or over
simplification of important fiscal, administrative and policy considerations. Nevertheless, 

. this can serve as a point of departure toward discussion of the sig'nificant issues.' 

Most of the information in the following table is derived from the Option-by-Option Analysis 
section, and the Appendix to this report, which includes the actuarial analyses performed. 
The empirical analyses from actuaries, fund staff, and DOF, and separate option narratives 
later in the report provide the best professional judgement of participants as to _each option's 
implications. To obtain the full benefit of the expertise and insights of these contributors, 
review of these sections is recommended. · 

A few notes about cost measurement are warranted. It should be mentioned here that costs, 
where measurable, are for the first year only, which for our purposes is the 1994 valuation 
year. Originally, we intended to determine the total present value cost through the 
amortization target date on each of these options, since from a fiscal policy perspective, this 
is the most useful perspective on cost or saving estimates. However, the nature of the 
options being studied, and the way valuations on plans are performed in Minnesota, creates 
distortions of the figures in the out· years, such that aberrant output on required contributions 
and deficiencies resulted. The primary reasons are as follows: 

1) The predominance of new members in plans affecting the results, 

2) As we approach the amortization target date, the period within which unfunded liabilities 
must be met becomes increasingly compressed, artificially escalating costs/ savings. 

3) Lastly, statutory contribution levels were fixed at current levels, rather than adjusted to 
match required contributions from year to year. This contributes to a radical escalation . 
of the required rate. 

For these reasons, and at the advice of the Commission actuary, we focus on first-year 
impacts only, where the factors that would distort the output do not yet come into play. 

For Options 2-S, detailed administrative cost projections were attempted. For the rest of the 
options, which involve only the four teacher funds, we decided to simply apply a percentage 
savings to total administrative costs in the future year. The methods by which funds classify 
and account for administrative expenditures varies significantly, as do the scope and types of 
plans they administer. Differences in internal and external investment arrangements, client 
services, geographic distribution, records management, etc, all contribute to multifarious 
operating and accounting complications that, when viewed within the overall cost picture, do 
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n~t factor significantly enough to require their itemmition. 

The LCPR consulting actuary performed the analyses necessary to evaluate the actuarial ' 
impacts of Options 1, 7, (by inference, #5), 8, 12 and 13. Options 9, 10, and 11 do not, in 
the judgement of the actuary, differ significantly from Option · 8 in terms of actuarial 
implications. We have projected the Option 8 figures on those scenarios, though there are 
factors that could make the impacts of these options different from #8. In addition, the 
Commission actuary adds Options lB for MERF and 3B for MPLS-TRA. These analyses 
assume a change in the assumed rate of return for MERF to 8.5%, which has the effect of 
"reallocating" about $800,000 more in annual state and employer contributions to MPLS-
TRA under Options #3 and #4. Though this change has not been incorporated into our 
analyses, it would increase the net savings estimated under these scenarios. 

The estimated administrative savings in the table for Options 2-S are based upon analyses by 
MERF and MPLS-TRA. The amount saved by sharing certain administrative functions and 
office space is approximately 5 % . For Options 6 and 7, affecting only the four teacher funds, 
we assumed 20% savings in administration, and 10% on investment costs. These are beyond 
the item-by-item projections for MERF and MPLS-TRA. We felt that a significant amount 
should be assumed given the more similar nature of the plans being managed. For the 
remaining options, we assumed a 10 % savings in overall administrative costs. Larger 
memberships and greater geographic dispersion of employers/members, the scale of 
operations and systems, and the complexity of administrative arrangements could render 
these assumptions invalid, and in fact, cause diseconomies. 

As illustrated in the chart labeled "Summary of Option Impacts,• even greater operational 
efficiency levels could have been assumed without any significant impact on total costs. 
Administrative costs simply do not amount to much in the pensions oontexto 

Note that the figures for Options 1-5 apply to MPLS-TRA and MERF only, and the 
remaining options apply to the four-teacher retirement funds, without MERF. Because the 
other funds are not affected by Options 1-5, they are, in effect, operating in FY-1994 under 
the No Change sce~o. Actuarial analyses on the MERF/MPLS-TRA options were 
~rformed by the consulting actuaries retained by the boards. 
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Legend to the chart: 

Option #, Category, Description 
Self explanatory, except for Category. The symbols here indicate what basic group of 
options the one cited belongs to: 

Administrative 
Funding changes 
Consolidation 

C~(Saving.s) over Current Law. 

A 
F 
C 

This figure combines first-year impacts for all funds affected by the option, and nets out 
current, ongoing deficiencies from the final number. 

Combined (Sufficiency)/deficiency 
Shows the total (sufficiency)/deficiency for all relevant funds in the first-year, including 
current deficiencies, after implementation of the option. 

Administration, Benerrts 
Significant number appear to gain 
Significant number are adversely affected 
Impact appears to be neutral 
Impact uncertain 

Litigation 
Possible Litigation. 

high probability 
low probability 
uncertain 

Unresolved ls.mes 
Fiscal, statutory, actuarial or policy issues 

+ 

I ,, . 

+ ,, 
• 

X 
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SUMMARY OF OPTION IMPACTS 
Costs, Administration, Benefits 

t-.) 
.,:i. 

F = Funding Change Opportunity 

C = Consolidation of Fund or Plan 

Option#/ 
Category Description 

1 1'111 Current Law - No Change 

2 AF Current Boards & Benefita 
MPLS Pension Serva Ao-tcy 

3 AF Option 2 w/ Employer/ 
State Contrib Lock:-iJ 

4 AF Option_3 PLUS 
Taxable G.O. Bonding 

I AFC Option 4 PLUS 
_ . Change Poat-rat adjust 

to greater of Coo-ent or SBI 

1-A 1'111 Coo-ent Law - No Change 

T Neher Funds Only 

• A Coo-ent Law Bens/Boards 
Teacher Penaion Mgmt~ 

1 AC Option 6 PLUS 
Change poet-rwt lldj 1D SBI 
Localapayeo.t 

I C Clou MPLS, ST. Paul, Duluth 
Redirect al fubn hirN 1D 
StateTRA 

• C Option 8, PLUS 
Redirect Al currant non-YN18d 

10 C Current Law Bena/Admin for Basic 
Conaolidata Coard. rnembwa in 
State TRA 

11 C Current Law Benefits 
Conaolidata Admit listration in1D TRA 
Clou First Class 1D new hires 

12 C Option 11, PLUS 
AJbN actives in First Class 
to elect current or State TRA Benefits 

13 C Option 12, PLUS 
First Class retirees elect current 
or State TRA Poat-Ret increase formula 

14 C Total Consolidation - All active & retired 
to ~TATE TRA. New Plan includes 
t: '.f'OViaiona of the merged plans. 

-- - - - -

Actuarial Effects 
($'• In 000'11) 

FlntYur 
Required Contrlb 

OV./(Under) 
Current Required 

0 

(298) 

(5,410) 

(11,-157) 

17,933 

0 

15,726 

18,058 

28,801 

28,801 

28,801 

28,801 

55,812 

65,020 

Not Aval 

- -

Combined 
Defflclency/ 

(Sufficiency) 

17,594 

17,296 

12.184 

8,137 

35,527 

15,726 

0 

31,784 

44,527 

44,527 

44,527 

44,527 

71,538 

80,746 

Not Avail 

-- -

Admlnlstratlolll Effects 

Costs ....... Services 

- ? + 

+ - I 

+ - I 

+ - I 

- - - I 

- ? + 

+ - - / 

+ - -

? I I 

? - I 

? - I 

+ - I 

+ ? ? 

+ ? ? 

+ + -
- - - -

Benefits, L~al, Other 

Eleneflt Unresolwd 
Changa Litigation lsaua 

I I X 

I + 

I I X 

I I x· 

+ I X 

I I X 

I I 

+ I 

I I 

I - X 

+,- ? X 

+,- I 

+ - X 

+ 1 X 

+ + I 
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Combined Actuarial Impacts - New Cost and Current Deficiencies 
Options 2 - 5 & 6 - 13 

80 

80 

10 Ifill 
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l 50 
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I J 
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] 30 
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X-Axla 2 3 .. 5 8 7 8 8 10 11 12 13 

1 New Coat - 1 It v-r only (288) (5,410) (11,457) 17,933 15,728 18,058 28,801 . 28,801 28,801 28,801 55,812 86,020 

I Current Annual Dlftc:tency S17,584 S17,5SM $17,584 $17,584 0 15,728 15,728 15,728 15,728 15.728 15,728 15,728 
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For a thorough discussion of the issues and underlying factors driving the costs/savings 
presented in the table above, refer to the next section of the report. The remainder of this 
section is devoted more to general discussion of the fiscal implications of the options by 

··category. 

Consolidation or phase-out of the three first class city funds is projected to be very costly. 
The new first year cost ranges from $29 million for Option 8 to $65, million under Option 
13. The Commission actuary did not perform the valuations necessary to derive cost figures 
for ·Option 14, but it is safe to assume that the costs for this option would certainly exceed 
those for Option 13 .. 

Of the fourteen alternatives, there are only three where costs (as measured in terms of 
required contributions) are actually reduced - Options 2, 3, and 4. The administrative 
savings under Options 2 ($300,000) are so minor that they could easily be eliminated by 
Lnc..orporating effects on overall fund and employer administrative costs that have not been 
included in this report. Administrative savings under Option #5 ($(,()8,000) are dwarfed by 
the actuarial costs of the proposal. While significant administrative "savings" occur under 
Option #6 ($1,755,000) they are similarly wiped out by actuarial costs. 

Options #3 and #4 (affecting only MPLS-TRA and MERF) are the only alternatives to 
current policy that could be expected to significantly reduce retirement obligations. Detail 
cash-flow projections are included in the appendix to this report which illustrate the actuarial 
effects under Options #3 and #4 in greater detail. · 

In the first case, an "amortization pool" is established, which "locks-in" the FY-1993 
employer/ state contribution levels, redirecting available state and employer contributions 
from the MERF Fund to the MPLS.;.. TRA. The active membership of MERF is shrinking 
and recent investment performance has considerably exceeded assumed returns: 
Consequently, annual amortization costs are declining. These impacts, along with plan 
assumption changes contemplated by the fund, could free up resources, such that a potential 
reallocation from MERF to MPLS-TRA. of $4 million is available in FY-1995. This increases 
until about. the year 2013, when the amount available caps out at $32 million per year (i.e, 
no required contribution by the employers or the state). MERF changes include moving 
from a 6.0% to 7.0% rate of return, and modifying the funding formula in statute to assure 
that as amorm.ation costs decline, the state share goes down in the same proportion as that of 
employing units. 

First-year "savings." under option #3 are estimated at $5.4 million. Savings here, is measured 
against the current combined total deficiency for the relevant funds. A reduction in 
deficiencies is defined here from an actuarial perspective as "savings." From a strict fiscal 
and budgetary point of view, expenditures are not really red~ced under Options #3 or #4. 

The next option, adds to this scenario the issuance by the school district and city, taxable 
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general obligation bonds to offset the unfunded liabilities of the MERF and MPLS.-TRA 
funds. The text runs to date have been for sales of $100 million each for the two funds. The 
spread between the rate of return on the assets obtained, and the rate of interest on the bonds 
creates an arbitrage opportunity. A large amount of assets are infused into the funds, and 
compound at a rate sufficient to double the effect of the contribution lock-in; savings are 
$11. 5 million the first year. 

The effect of all this on MPLS-TRA can be understood as a reversal· of the current situation, 
where insufficient assets come into the fund each year, and the loss is negatively 
compounded by the rate of return that could have been obtained. In this case, a significant 
share of that contribution insufficiency is corrected, such that the deficiency for MPLS-TRA 
goes from 6.80% to 2.23% with the lock-in and bond sales. The funding problem is not 
resolved entirely, but if recent investment performance of the two funds (well in excess of 
assumed returns) can be sustained for even the next few years, the effect could be even more 
dramatic. Certain technical problems need to be resolved before either or both of these 
options could be implemented, and these are discussed further in the next section of the 
report. 

The options that fall under our "Administrative Efficiency" category do not generate 
significant savings, and this was expected. Unless something dramatic happens on the 
investment, funding, benefits or assumptions side of the equation, the effect appears to be 
minimal. It should be noted here that the up-front costs of the administrative consolidation 
scenarios has not been taken into account, but only the long-term "guesstimated" savings. 
Additionally, the logistics of maintaining service records, providing members information, 
maintaining salary data, etc., for a new, consolidated, or split administration (these effects 
are present in Options 6 - 10) has implications for employer units in terms of administrative 
costs impacts. Complete and uniform information was not available for these costs/savings, 
and they are therefore not reflected in any of the figures in the above table. 

For those options that fall generally within the "Consolidation Opportunity" category, the 
first year costs are larger than we anticipated. The costs are most often due to differences in 
the assumed rates of return on pre/post-retirement assets, funded status of the plans, and 
diminishing active payroll to support closed plans as they approach the amortization target 
date. By far the most expensive options are #12 and #13. Allowing only actives to elect 
current or TRA benefits and SBI post-retirement adjustments (Option #12) raises first year 
costs from $28.8 to $55.8 million; a difference of $27 million. Under Option #13, we 
extend to retirees the election on post-retirement benefits, which increases projected required 
contributions by $9.2 million. Primary factors driving these results are: 

1) Moving members from plans that are poorly funded into well-funded plans; 

2) allowing the election of SBI or 13th check post-retirement increases; and, 

3) the lower assumed post-retirement rate of return for the State TRA versus local fund 
rates. 
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Virtually all active members of the Minneapolis, St. Paul and Duluth plans would be better 
off under the State post-retirement adjustment. For retired members, the more costly method 
depends on length of service credit and years in retirement. Generally, retirees in the early 
years are better off under the SBI post increase formula - those .. who have been retired longer 
fare better under the 13th check. 

For any of the actual plan/fund consolidations, a common problem exists: How does a 13th 
check operate if a fund is closed to new members, and active members or retirees are either 
re-directed to another plan or allowed to elect another's benefits? The base of contributions, 
asset accumulation, and thus capacity to generate excess returns available for distribution, 
would be considerably reduced. In a closed fund, there would be no new actives, and 
therefore a shrinking pool of assets against which to draw 1 9' for distribution. Funding the 
13th check becomes difficult without some other infusion of contributions to the fund. The 
issue also remains as to how the 13th check, which for many older retirees is now larger 
than their retirement benefit, would be converted into a base pension within the Post Fund. 

While members of the advisory group are by no means unanimous on this point, it appears 
that member services would either be enhanced or at least not substantially impaired in the 
long-run by most of the options we considered. Optjons 6 and 7, however, and perhaps 12 
and 13, centraliz.e administration of the plan$, and in doing so, could limit member access to 
fund management and staff. Where problems such as member access, service levels, or 
potential technical/administrative issues appear, we have noted same in the table above. The 
"Administrative Issues"· column in the table is not informative by itself. A negative sign in 
this column indicates that there are questions about how future plan administrative functions 
would be arranged and performed with resi>e:et to member and employer unit needs. For 
obtain clarification these issues, the reader should refer to the individual option analysis in 
the following section. , 

Wherever there are benefit changes (except for #14, the "Be$t of All Plans" option), there 
are typically both winners and losers. Our summary table attempts to show which group 
outweighs the other for each option. Where there is expected to be a significant number of 
members potentially affected either way, both positive and negative signs are found. While 
none of the options seems to imply :reductions for the majority of the affected members, any 
occurrence of reduced benefit (i.e., transfers of member assets at less· than the pro raJa share 
from their current fund) could be litigated by members if the plan selection was not optional. 
Where there appears to be potential for litigation, we have either marked the column with a . 
negative sign or question mark. 

Aside from the many policy considerations these options present to policymakers, there seem 
to be very few opportunities for actual plan or fund consolidation that do not also imply 
significant actuarial-costs. Unless some of these issues can be resolved through legislation on 
plan consolidation provisions, it does not appear that reducing the number of funds creates 
economies in strict cost/benefit terms to the state or the employing jurisdictions. Some other 
superseding policy objective would be required to justify the fiscal impacts presented here. 

28 



Issues that deal with some of these other.dimensions are more thoroughly addressed in the 
following section of the report. 
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Option-by-Option Analysis i. 

Option #2 - Fonn a Minneapolis Pension Management Services Agency 
(MPLS & MERF - Maintain cu"ent law benefits , boards and 
directors. 

Asmmptions _ 
Curren~ Law Benefits and Funding - no change. 

Administration 
In order to manage the operation effectively, the staffs would have to be physically 
located together, which would require new office space that could accommodate the new 
combined staffs. Depending on existing lease agreements, this could be a costly move. 
The impacts to member service and employers would be minimal since the existing 
personnel and operating systems would not change. The location of the staff would have 
to change, so retirees would need to be informed of the new address and phone numbers. 
The same would also be true for the employers. The largest impact to timing of any such 
move would be the exit clauses in existing lease agreements. 

Administration, outside of start-up complications and costs, would not be adversely 
affected. 

Benerrt Impact 
None 

Funding/Investment of ASRts 
Savings of approximately $200,000/yr. by combining investment management contracts. 

F.stimatin& Savi.op 
There would be a very marginal change in total plan costs. Total consolidated savings for 
the two funds would be about $300,000 per year. These would occur as a result of 
economies in system usage and maintenance costs, and investment management. 

Statutory Chan&es . 
Minor ho~g language might be required. No significant changes to statute. 

Overall ~ent 
While the costs of implementing are probably not large, neither are the savings projected. 
Since the plans and th~ benefits are different, the assets need to be held and accounted 
for separately, plan records must be maintained separately, and reporting must be done 
individually. Member and employer questions are unique to the plan and employing 
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organization, and segregation and maintenance of staff specializing in one plan would be 
necessary to avoid confusion and assure adequate member services. 
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Option #3 - Option #2.PLUS a State/Employer Lock-in, along with a 
Minneapolis Amortization Pool 

Assumptions 
o Employer/state contribution "lock-in" generates $32 million for reallocation from 

MERF to MPLS-TRA. 
o Administrative savings of 5 % , same as Option #2, are still in effect. 
o Investment returns are assumed to be 9.5%, for bond assets projections (now 6.0% 

in statute). 7.0% statutory rate is proposed for fund valuation purposes. 

Administration 
o Same as #2 above. 

Beneiit Impacts 
o No change in plan benefits for either fund. 

Funding/Investment of ~ts 
o A significant reduction in the contribution deficiency of the MPLS-TRA occurs by 

implementing this option. Actuarial analyses indicate that the use of the excess 
contributions over MERF's required contributions to reduce MPLS-TRA 
contribution deficiency brings the deficiency down from 6.80% to 2.90% . 

.. Estimating Savinp 
Technically, there are no "net savings,• since the reduction in contributions is merely 
being reallocated to another fund. The state and employers continue to pay the same 
amount. However, this assume that current statutory rates for the MPLS-TRA are 
sustainable. A 6. 80 % deficiency cannot be maintained in statute, and at some point, 
contributions to the fund must come in line with actuarial requirements. Technically, 
then, the "savings" here are really a reduction to current underfunding - from a long-term 
perspective, it could be maintained that they are really the same thing. 

Statutory Changes 
Requires creation of a "Minneapolis Retirements Amortiz.ation Pool," and the authority to 
shift excess· contributions from MERF to the pool, and then to MPLS-TRA. Also 
requires change to interest rate assumption in statute, and formula governing state 
amortiz.ation aid. 

o M.S. 422A, 475, 356 

Overall Asses.mlent 
Moving excess contributions from MERF and allocating them to the teacher fund is a 
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relatively painless way to make a substantial improvement in the funded status of the 
teacher fund. It is painless in a pure fiscal sense, in that it requires no new expenditure, 
and does not modify plans or benefits. While there is no actual reduction to the total 
contributions going to the two funds involved, there is a reduction in the contribution 
deficiency for MPLS-TRA, and that implies long-run reductions in costs. 
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Option #4 - Option #3 PLUS Taxable G. 0. Bond Financing of Unfunded 
Liabilities/or MERF, MPLS-TRA, St. Paul-TRA 

· Assumptions 
Same as above, plus the following: 

o The City and the School District each sell $100,000,000 in taxable G.O. bonds, 
term of 15 years. The bond proceeds are transferred to the retirement funds, and 
increase the assets of the funds by the same amount. 

o The rate of return on bond proceed assets is 9 .5 % 
o The interest on the bonds is 7. 5 % (Hence a 2 % spread between cost and return) 
o Excess assets that accumulate in the MERF Fund (amortization costs diminish as 

we approach 2020), are assumed to transfer to the MPLS-TRA on July 1, 2020. 
This is, in effect, an additional "balloon payment" to the MPLS-TRA fund that is 
included as a receivable among the total assets of the fundg 

o The interest assumption for the MERF active fund is increased from 6. 0 % to 
7.0%. 

o A floating cap on amortization payments equal to 70% of total amortization 
payments required after reduction by 2.5% of payroll and $3.9 million. 

Administration 
o Plan and fund administration is combined as in Option '3 
o Savings in ongoing operating costs are 5 % over Option #1 
o Debt service payments for the bonds are assumed by the employer jurisdictions. 

Benerrt Impacts 
o No change in plan benefits for either MERF or MPLS-TRA. 

Funding/In-v:estment of Assets 
o Required contributions to the MERF and MPLS-TRA funds are reduced by the 

bond sale, by a greater atnount than the increased total cost to the employer due to 
the debt service requirement of about $8,000,000 for each. 

o However, contribution, or total support levels foi: the combined funds are "locked
in,- as for scenario #3. The effect is a reallocation of the excess MERF 
contribution to MPLS-TRA. · 

o Bonding capacity of the jurisdictions in question is a key consideration, as are the 
combined costs of pension contributions and debt service. 

F8timating Savings 
o The estimated first-year "savings" due to this proposal are significant; and have the 

effect of reducing the current MPLS-TRA contribution deficiency from -6.80% to 
-2.23%, and improving the funded ratio from 57% in FY-1993 to 75% by 2020. 
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o The amount expected to be "saved" in the first year is $11.4 million. This 
represents the reduction to the actuarial required contributions. Rather than call it 
savings, perhaps it should be called reduced indebtedness, since funds are not, in 
any budgetary sense, freed up for spending on other activities. It should be noted 
that the saving estimate here is preliminary. First-year savings are based on FY-
1994 actuarial data, though bonds could not be sold at least until 1995. 

Statutory Changes 
o Will require statutory changes. Uncertain at this writing exactly what the scope of 

statutory change would be. Plan assumption changes and bond-related changes are 
being researched by the respective funds. 

o Affected statutes are M.S. 422A, 475, 356 

Overall ~ent 
This idea is not original to the Advisory Group, and it is not untested. Several 
jurisdictions in other places in the country have sold bonds ( one city in excess of 
$400 million) to finance the unfunded liabilities of their plans in recent months. 
Unusually low interest rates have created a rare opportunity to take advantage of 
this kind of spread between rates on taxable bonds and returns in equity markets. 
Interest rates are climbing upward, however, and most economists feel that they 
troughed within the last six months. The window of opportunity on this option 
appears to be quite narrow. If the Legislature wishes to authorize such a sale, 
action would have to take place in the 1994 Session. 

This option offers a rather painless way to leverage down the unfunded liabilities of 
the MERF and MPLS-TRA funds, and offers an opportunity to help correct 
funding problems without changing the administration or configuration of plans or 
funds in the state. 

Issues that require resolution include: 
o Is the assumed rate of returns on the bonds realistic in an environment where . most 

funds are revising downward, not increasin& their interest assumptions. 
o How does the "balloon" of excess assets in the MERF Fund translate into positive 

actuarial impacts in the MPLS-TRA Fund? In addition, how are excess assets 
intended for transfers to MPLS-TRA assured to go there 15 years hence. 

o Is it possible to factor the funding status and requi!ed contribution rate 
improvements into fund valuations without statutory changes to plan assumptions? 
The funding improvements shown to date indicate significant positive impacts, but 
are not official valuations against which the Legislature assesses contribution rate 
adequacy. 
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Optio~ #5 - Option #4 PLUS change post-retirement adjustment procedure 
to greater of cu"ent or SBI approach 

Asmmptions 
o MERF employer and state contributions are locked-in at $32 million/yr. with the 

excess of $32 million over required contributions transferred each year through 
2020 to help lower the unfunded liabilities of other first class city funds 

o MTRFA, MERF, and/or STPRFA receive additional assets from a $100 million or 
more G. 0, bond sale 

o Election is made regarding post-retirement procedure to use 
o New base pension is established for MTRF A, SPTRF A, and DTRF A if SBI 

approach is elected 

Benefit Impacts 
o First class city benefits remain the same with the exception of the new post-

retirement adjustment 

Funding/Investment of Assets 
o Increased cost for higher post-retirement adjustment (See Appendix - M&R 

Analysis) 
o Reduction in MTRF A and SPTRF A contribution deficiencies due to additional 

funding 
o Employer and state contributions do not decrease 

Estimating Savinp 
o Lock-in provides no im~ate savings but provides potential future savings 

MTRF A and SPTRF A funding deficiencies are further decreased by bond assets 
o Savings due to SBI management of post-fund assets 

Statutory Changes 
o Authority to shift excess contributions from MERF to other funds 
o Bonding authority? 
o New post-retirement adjustment 
o Pro-rata clause in 354A repealed 

Overall AswssrMnt 
o Provides funding needed by MTRF A and SPTRF A 
o SBI post fund must be 100 % funded, which would drain active funds 
o Active members would subsidize post-retirement increase of retirees 
o Normal cost for actives will increase since actuary will assume 5% post-retirement 

earnings 
o New base retirement must be created for current retirees or they will be adversely 

affected. 
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Option #6 - Cu"ent law benefits, same boards/directors. Create a Teachers' 
Pension Management Services Agency, including MPLS-TRA, St. Paul-TRA, 
Duluth-TRA, State-TRA. 

Assumptions 
Functions remaining with the individual funds include: 

o Investments-portfolio management 
o Investment accounting 
o General ledgers, accounting/finance 
o audits 
o member files 
o counseling and benefit calculations 
o annual financial reports 
o legal services 

Services provided by service a2ency 
o data processing 
o individual account records management 
o benefit payments to members 
o actuarial services 
o annual statements to members 
o employer unit payroll reporting 

Assumptions based qualitatively on· professional judgment only 

Administration 

Feasibility 
TRA would logically become the service agency.Investments remain with individual funds 
since they are largely driven by the post retirement increases unique to each fund 

This option has some practical and administrative difficulties. Many of them center around 
governing control over the service bureau. Decisions by the service bureau will impact 
functions managed by the First Class City Funds. Service quality may to be negatively 
impacted because delivery of services is fragmented between two administrative structures 

Member Services 
Individual funds would do counseling and benefit calculations, while the service agency 
would coordinate specific account questions, benefit payments and annual statements. The 
employer unit would work with service the agency and would conform to the service 
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agency's reporting requirements 

Reporting and records management Assuming these processes are currently PC driven, 
shifting these responsibilities · to the service agency could be accomplished. These processes 
would be separate and distinct functions of the service agency. To incorporate the reporting 
and records management into TRA' s computer system would be a major systems 
development effort (2 year minimum) with considerable start-up costs. Total administrative 
costs of the three First Class City Funds is less than $2 million annually. Any cost savings 
would take at least several years to materialize. Hard dollar figures are difficult to estimate 
as computer compatibility among the systems has not been studied. 

Cost Savinp 
This option offers little in the way of cost savings, especially in the short-tenn. 
Responsibilities left with the individual funds would require the retention of most of their 
entire current staff complement. State TRA would need to add systems staff and/or hire 
outside consultants to develop the necessary system modifications. Additional accounting 
staff will also likely be necessary. The initial learning curve for State TRA staff to 
administer First Class City rules and administrative practices would be extreme. 

Benertt Impacts 
No changes 

Funding 
No change from current problems 

Net Savinp 
(See M & R projections dated 2-2-94 - Appendix) 

Statutory Changes Required 
Uniformity in payroll reporting requirements and administrative policies would have to be 
followed. Incompatibility of service credit definitions would need to be addressed 
(Minneapolis on calendar year basis with 125 day standard while State TRA on fiscal year 
basis · with 170 day standard) 

OverallA&wsmlent 
Only modest cost savings will result and only in the long-term from the shared actuarial, data 
processing, and other shared administrative functions. Individual funds retain autonomy 
without responsibility for the collection, recording, and distribution of member contributions 
and other data. Considerable difficulty could ensue when sharing data among funds and the 
service agency due to current hardware/software differences. 

Lines of accountability and responsibility are blurred. Some of the functions overlap at 
times. Who has final authority in the event of disputes? (Example: What power would First 
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Class City Boards have over the policies and practices of the service agency?) Potentially 
significant start-up costs exist for school districts to re-program historical membership data. 
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Option #7 - Option #6 PLUS Change Post-Retirement adjustment procedure 
for First Class 1RA 's to SBI approach I employer jurisdictions pay the cost 

Assumptions 
Functions remaining with the individual funds 

o counseling and benefit calculations 
o member files 
o audits 
o annual financial reports 
o legal services 

Services provided by service agency 
o investments administered by SBI 
o accounting/finance (non-investment) 
o data processing/records management 
o actuarial services 
o annual statements to members 
o employer unit payroll reporting 
o benefit payments 

Administration 
Feasibility issues are several, and significant. TRA would become the service agency 
with SBI administering the investment of the assets. This option has some practical 
and administrative difficulties many of which center around governing control over 
the service bureau. Decisions by the service bureau will impact functions managed 
by the First Class City Funds~ Service quality is likely to be negatively impacted 
because delivery of services is fragmented between two administrative structures 

Member Services 
o Individual funds would do counseling and benefit 

calculations 
o Service agency would coordinate specific account 

questions, benefit payments and annual statements 
o Employer unit to work with service agency and conform to 

the service agency's reporting requirements 

Re,portin& and Records Maouement 
o Assuming these processes are currently PC driven, shifting these responsibilities 

to the service agency could be accomplished 
o These processes would be separate and distinct functions of the service agency 
o To incorporate the reporting and records management into TRA's computer 

system would be a major systems development effort (2 year minimum) with 
considerable start-up costs. Total administrative costs of the three First Class City 

40 



Funds is less than $2 million annually. Any cost savings would take at least 
several years to materialize. Hard dollar figures are difficult to estimate as 
computer compatibility among the systems has not been studied. 

Cost Savin&s 
o This option offers little in the way of cost savings, especially short-term 
o Responsibilities left with the individual funds would require the retention of 

almost their entire current staff complement 
o State TRA would need to add systems staff and/or hire outside consultants to 

develop the necessary system modifications. Additional accounting staff will- also 
be necessary. Extreme initial learning curve for State TRA staff to administer 
First Class City rules and administrative practices. 

o Investment implementation and transition costs for securities trades would depend 
on the degree of compatibility among the various investment portfolios 

Benefit Impacts 
o New base pension level of benefits transferred at 5 % to MPRIF (total annual 

benefits received) 
o Post-retirement adjustments same as TRA (no election contemplated) 
o This option carries significant actuarial cost implications 

Funding/ Assets 
o Significant adverse impact on funded status for First Class City Funds; to be. 

determined by LCPR actuary (See Appendix) 
o Substantial increase in both normal cost and amortization contribution 

requirements 
o Investment management control transferred to SBI; some economies of scale in 

these investment-related costs 
o May be transaction and liquidation costs, along with other commissions and fees 

to liquidate non-conforming assets 

Net Savinp 
o LCPR will determine actuarial effect and cost (See Appendix) 
o Effect on administrative costs are modest and only result in the long-term from 

the shared actuarial, data processing, and other shared administrative functions 
o Some cost savings in investment management fees likely 

Statutory Changes 
o Will need post-fund formula and concept in statute for First Class City Members 
o Could be a benefit take-away for some retirees and older active members due to 

13th check calculation rewarding longevity 
o Conflict with 354A.09, 356.615, and .356.001, subd.3 
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Overall Assessment 
o Negative impact on funded status and contribution rates of active First Class City 

members 
o Significant financial burden on employer unit and local taxpayers 
o Responsibility of individual First Class City Boards reduced to administrative 

oversight 
o Most, but not all, retirees will be pleased 
o Savings likely on investment related costs 
o Only minimal administrative cost savings from service bureau concept 
o Potential for significant start-up costs for school districts to reprogram historical 

membership data. 
o Potential for litigation from active members 

This Option is similar to the MERF experience of 1969 when SBI took control of 
MERF assets. To fully fund retiree benefits, MERF had to transfer substantial 
amounts of assets to SBI which nearly depleted remaining assets relating to active 
members. Such a transfer for Minneapolis TRA would nearly exhaust all assets, 
leaving no money for their actives. Local bonding authority would be necessary for 
Minneapolis TRA to make future Post Fund transfers. Similar bonding would be 
necessary for the St. Paul fund probably within 5 years. 
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Option #8 - Current law benefits and administration. Close MPLS-TRA, 
St. Paul-TRA and Duluth-TRA. Redirect all future hires to State-TRA. 

Assumptions 
Functions remaining with individual funds: 

o Investments - portfolio management 
o Investment accounting 
o General Ledgers 
o Audits and Actuarial Services 
o Member files 
o Counseling and benefit calculations 
o Separate entities -separate annual reports 
o Legal services 

Administration 
o State TRA costs gradually increase as membership base expands 
o First Class City school districts will need to adapt to TRA reporting standards and 

report to two retirement systems 
o First Class City administrations retain separate legal and reporting entity status 
o Variable costs of the First Class Funds will decline as active membership base 

contracts 
o Fixed costs of the First Class Funds remain 

Benefit Impacts 
o All new first class city hires will have TRA coordinated benefits. 
o Existing first class city retirees and future retirees will retain 13th check; amount 

of 13th check will likely fall due to declining asset base unless some other 
infusion of assets occurs. 

Funding 
o Employer additional for First Class City Funds will increase due to declining 

covered payroll 
o State TRA Employer Additional rate may decrease with expanding new 

membership base 

Net Savings 
o (See Appendix - M&R projections dated 2-2-94) 

Statutory 
o Possible change in composition of TRA Board 
o Full funding of First Class City Plans by 2020 target date will require additional 

employer and/or state contributions 

43 



Overall Assessment 

Minor administrative cost savings occur as decline of First Class City Funds 
administrative costs will be mostly offset by increasing state TRA costs. Potentially 
large employer/state contribution increases may be required to meet full funding 
objectives by 2020. · Retirees and older members in First Class City will be 
concerned over likelihood of reduced 13th checks. 

First Class City school districts will have a one-time start-up cost in redesigning 
processes to conform with TR.A reporting requirements and will need to deal with 
reporting employees to two separate retire~ent systems on a on-going basis. 

Remaining active First Class City members may be apprehensive over concerns of 
funding and whether promised benefits will be available when they retire. 
Consolidation takes the longest amount of time to accomplish under this scenario. 
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Option #9 - Option #8 PLUS Redirect all non-vested members of First 
Class TRA 's to State-TRA. 

Asmmptions 
Functions remaining with individual funds: 

o Investments - portfolio management 
o Investment accounting 
o General Ledgers 
o Audits and Actuarial Services 
o Member files 
o Counseling and benefit calculations 
o Separate entities -separate annual reports 
o Legal services 

Administration 
o State TRA costs increase more rapidly than under option 8 as membership base 

immediately increases with the one-time transfer on non-vested members and on
going new hires 

o First Class City school districts will need to adapt to TRA reporting standards and 
report to two retirement systems 

o First Class City administrations retain separate legal and reporting entity status 
o Variable costs of the First Class Funds will decline as active membership falls 

more rapidly than under option 8 
o Fixed costs of the First Class Funds remain 

Benefit Impacts 
o All new first class city hires and non-vested members will have TRA coordinated 

benefits upon vesting 
o Existing First Class city retirees and future retirees will retain 13th check; amount 

of 13th check will fall more precipitously than under option 8 due to further 
erosion of active membership base 

o Option involves transfer of assets from the First Class_ City Funds to State TRA. 
Calculation of liability for each member transferred may not be mutually 
agreeable. Transfer amount will impact remaining assets of the First Class City 
Funds, thereby affecting remaining unfunded liability and asset base on which 
13th check is· calculated 
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Funding 
o Employer additional for First Class City Funds will increase more rapidly than 

under option 8 due to smaller amount of covered payroll. Will leave the 
employer and/ or state to fund a larger deficit by 2020 

o State TRA Employer Additional will decrease more than under option 8 due to 
larger influx of new members · 

o Transfer of assets from First Class City Funds to State TRA will decrease asset 
base. This will impact 13th check calculation, other post-retirement adjustments 
and possibly investment strategy. 

o Multiple methods of actuarial calculations of the liability to the TRA Fund · 
associated with non-vested members. 

o To fund a transfer, First Class City Funds may have to liquidate assets at 
inopportune times to meet SBI requirements of types of assets transferrable. 

Net Savinp 
o (See Appendix - M&R projections dated 2-2-94) 

Statutory Changes 
o Pro-rata clause in 354A.09 and 356.001, subd.· 3 protects fund members from 

losing their pro-rata share of fund assets 
o Possible representation on TRA Board/SBI Investment Advisory Council 
o May violate 356.615 

Overall ~ent 
Minor administrative cost savings occur as the decline of First Class City Funds 
administrative costs will be mostly offset by increasing state TRA costs. SBI 
economies of scale are not utilized because TRA does not have investment control; 
First Class City investment ·management fees are spread over a smaller group of 
active members. The potential exists for large employer/state contributions to meet 
full funding objectives by 2020. Retirees and older members in First Class City will 
be concerned over likelihood of reduced 13th checks and other post-retirement 
adjustments. First Class City school districts will have a one-time start-up cost in 
redesigning processes to conform with TRA · reporting · requirements and will need to 
deal with reporting employees to two separate retirement systems· on a on-going basis. 

Active First Class City members will be apprehensive over concerns of funding and 
whether promised benefits will be available when they retire. Calculation of liability 
and transfer of assets could be performed using different actuarial assumptions with 
separate pro/con arguments relating to each. A significant unresolved issue is 
whether transfers of assets for non-vested members are to be done at the funding level 
of TRA, first class city plan, or fully funded level? Either way, there are adverse 
impacts. There is genuine potential for litigation by active members, and the 
consolidation process would be quite lengthy. 
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Option #10 -Current law benefits and administration for BASIC members 
only. Consolidate COORDINATED plans into one within State-TRA. 

Asmmptiom 
Functions remainin& with individual funds: 

o Investments- portfolio management 
o Investment accounting 
o General Ledgers 
o Audits and Actuarial Services 
o Member files 
o Counseling and benefit calculations 
o Separate entities -separate annual reports 
o Legal services 

Administration 
o State TRA costs increase more rapidly than under option 9 as membership base 

immediately increases with the one-time transfer on non-vested members, 
coordinated members and on-going new hires 

. o First Class City school districts will need to adapt to TRA reporting standards and 
report to two retirement systems 

o First Class City administrations retain separate legal and reporting entity status 
o Variable costs of the First Class Funds will decline as active membership falls 

more rapidly than under option 9 
o Fixed costs of the First Class Funds remain 
o Some differences exist among State TRA Coordinated benefits and First Class 

City Coordinated benefits: 
(a) disability 
(b) St. Paul: Joint & Survivor benefits 
( c) Duluth- different tiers of coordinated members 

Benerrt Impacts 
o All new first class city hires and non-vested members will have TRA coordinated 

benefits upon vesting. Some current First Class City coordinated members may · 
lose some benefit provisions by transferring to State TRA. TRA will experience 
difficulty administering different coordinated plans. 

o Existing First Class city retirees and future retirees will retain 13th check; amount 
of 13th check will fall more precipitously than under option 9 due to greater 
erosion. of active membership base 

o Option involves transfer of assets from the First Class City Funds to State TRA. 
Calculation of liability for each member transferred may not be mutually 
agreeable. Transfer amount will impact remaining assets of the First Class City 
Funds thereby affecting remaining unfunded liability and asset base on which 13th 
check is calculated · 
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FunWJll 
o Employer additional for First Class City Funds will increase more rapidly than 

under option 9 due to smaller amount of covered payroll. Will leave the 
employer and/ or state to fund a larger deficit by 2020 

o State TRA Employer Additional will decrease more than under option 9 due to 
larger influx of new members 

o Transfer of assets from First Class City Funds to State TRA will decrease asset 
base. This will impact 13th check calculation, other post-retirement adjustments 
and possibly investment strategy. 

o Multiple methods of actuarial calculations the liability to the TRA Fund associated 
with non-vested members. 

o To fund a transfer, First Class City Funds may have · to liquidate assets at 
inopportune times to meet SBI requirements of types of assets transferrable. 

Net Savings 
(See Appendix - M & R projections dated 2-2-94) 

Statutory Changes 
o Pro-rata clause in 354A.09 and 356 protects fund members from losing their pro

rata share of fund assets 
o Possible representation on TRA Board/SBI Investment Advisory Council 
o May violate 356.615 

Overall ~ent 
o Minor administrative cost savings as decline of First Class City Funds 

administrative costs will be mostly offset by increasing state TRA costs. SBI 
economies of scale are not utilized because TRA does not have investment 
control; First Class City investment management fees are spread over a smaller 
group of active members 

o Potential large employer/state contributions to meet full 
funding objectives by 2020 

o Retirees and older members in First Class City will be concerned over likelihood 
of reduced 13th checks and other post-retirement increases 

o First Class City school districts will have a one-time start-up cost in redesigning 
processes to conform with TRA reporting requirements· and will need to deal with 
reporting employees to two separate retirement systems on an on-going basis. 

o Active First Class City members will be apprehensive over concerns of funding 
and whether promised benefits will be available when they retire 

o Calculation of liability and transfer of assets could be performed using different 
actuarial assumptions with separate pro/con arguments relating to each. 

o Transfer of assets to be done at the funding level of TRA, first class city plan, or 
fully funded? 

o Potential for litigation by active members 
o Lengthy consolidation process 
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Option #11 - Cu"ent law benefits. Consolidate administration into State
TRA. Eliminate cu"ent First Class boards/directors. Close First Class TRA 
plans to future hires. 

Assumptions: 
Functions remaining with first class city funds -~ 

Functions with statewide a&enky 
o Immediate transfer of all administrative functions to TRA 
o Immediate transfer of Investments to SBI as a separate sub account 
o Separate benefit structure for first class city plans active and retired 
o 13th check and other post retirement adjustments continue 

Administration 
Feasibility 

o TRA would administer first class city funds as a separate pension fund 
o SBI would invest first class city fund assets 

Member Services 
o Member counseling in schools and other local services may be reduced 
o Benefit information packets are prepared by TRA 

Re.portin& and Record Manaeement 
o Data ~rds be reformatted to confonn to TRA standards 
o Separate accounting and record keeping and audit 
o Separate actuarial reports 

Cost Savines 
o TRA costs increase as first class city plans cease 
o Terminating leases and contracts may be expensive 
o Additional space will be needed by TRA for additional staff 

Benefit Impacts 
o New first class city employees join TRA 
o Current first class city retirement benefits remain intact for both basic and 

coordinated 
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Funding/ ~ts 
o Normal contributions remain constant 
o Employer additional will increase due to declining active member contributions to 

fund future promised benefits 
o Investments may of necessity be targeted to address anticipated cash flow 

problems 
o Investment management by SBI must be concerned with meeting "TRIGGER" for 

payment of 13th check 
o Assets must be segregated by SBI to determine amount available for 13th check 
o Assets rejected by SBI must be transferred to local employer 

Net Savings 
o Minor administrative cost savings 
o Major start up costs in redesigning EDP formats and historical information to 

conform to TRA data base 
o Potential large employer/ state supplemental contribution increase 
o Increased TRA staff that will offset reduction in First class city staffs 
o Investment of assets must be separate from current SBI funds causing increased 

SBI expenses 
o Creating a. 3rd classification of teachers and benefits in first class city schools 

(PERA, TRA, First Class City Fund) will increase costs by approximately 
$10,000 per school district per year 

o Special member administrative assessment will be removed 

Statutory Changes 
o Seats on TRA Board 
o Pro-rata distribution clause of 354A repealed 
o Full funding by 2020 · target data be met by requiring additional employer/ state 

contribution 
o Seats on SBI Investment Advisory Committee 
o Statutory guarantee of current level of member benefits at a minimum 
o Statutory mandated administrative charge to be removed 
o Employee and employer referendum to approve consolidation established 

Overall Assessa:nP.nt 
o Re~ ( older) will be apprehensive over lower assets and lower post retirement 

increases 
o Active members will be apprehensive over insufficient assets for their future 

benefits unless an increased employer/state additional contribution accompanies 
closing the first class city 

o Satellite offices in Minneapolis and Duluth will be requested increasing 
administrative expenses 
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Option #12 - Option #11 PLUS allow active First Class 'IRA members to 
elect current or State-TRA benefits 

As.mmption 
Functions remaining with first class city funds - none 

Functions with statewide a&ency 
o Immediate transfer of all administrative functions to TRA 
o Separate benefit structure for first class city plans active members who choose 

first class city plan and all current retirees 
o 13th check and other post retirement adjustments continue for current retirees 

Administration . 
o TRA would administer first class city funds as separate pension funds 
o SBI would invest first class city fund assets 

Member Services 
o Member counseling in schools and other local services may be reduced 
o Benefit information packets are prepared by TRA 

Re.portine and Record Manaeement 
o Data records be reformatted to conform to TRA standards 
o Terminating leases and contracts may be expensive 
o Additional space will be needed by TRA for additional staff 

Benefit Impacts 
o New first class city employees must joint TRA and existing active members may 

choose to join TRA 
o Current first class city retirement benefits remain intact for both basic and 

coordinated members who stay in local plan 
o 13th check or post retirement adjustments will be diminished due to declining 

assets 

Funding/Assets 
o Normal contributions remain constant 
o Employer additional will increase due to declining active member contributions to 

fund future promised benefits 
o lnves_tments may of necessity be targeted to address anticipated cash flow 

problems 
o Investment management by S1;31 must be concerned with meeting "TRIGGER" for 

payment of 13th check 
o Assets must be segregated by SBI to determine amount available for 13th Check 
o Assets rejected by SBI must be transferred to local employer 
o Employer additional cost increases as post assumption goes from 8.5% to 5.0%. 
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N~t Savings 
o Minor administrative cost savings 
o Major start up costs in redesigning EDP formats and historical information to 

conform to TRA data base 
o Potential large employer/state supplemental contribution increase 
o Increased TRA staff that will offset reduction in First class city staffs 
o Investment of assets must be separate from current SBI funds causing increased 

SBI expenses 
o Creating a 3rd classification of teachers and benefits in first class city schools 

(PERA, TRA, First Class City Fund) will increase costs by approximately 
$10,000 per school district per year 

o Special member administrative assessment will be removed 

Statutory Changes 
o Seat on TRA Board from each former fu-st class city fund 
o Pro-Rata distribution clause of 354A repealed 
o Full funding by 2020 target date be met by requiring additional employer/state 

contribution · 
o Seats on SBI Investment Advisory Committee 
o Statutory guarantee of current level of member benefits at a minimum 
o Statutory mandated administrative charge to be removed 
o Statutory provisions for member election to TRA or current plan 
o Employee and employer referendum to approve consolidation 

Overall Asses.gnent 
o Retirees ( older) will be apprehensive over lower assets and lower post retirement 

increases 
o Active members will be apprehensive over insufficient assets for their future 

benefits unless an increased employer/state additional contribution accompanies 
closing the first class city funds 

o Satellite offices in Minneapolis and Duluth will be requested increasing 
administrative expenses 

o Transfer of assets to TRA for those who elect TRA at what funding ratio (first 
class city plan or TRA must be decided 

o Members may request more than one chance to elect local or TRA benefit plan 
(PERA consolidation accounts allow 3) 

· o Members may request a statutory guarantee of current level of benefits 
o No consolidation unless local approval by both member referendum and employer 

agreement 
o Potential for litigation 
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Option #13 - Option #12 PLUS First Class City retirees choose °'"ent or 
State-11U Post-Retirement increase process for all future increases. 

Asmmptiom 
Functions remaining with first class city funds - none 

Functions with state wide aeency 
o Immediate transfer of all administrative functions to TRA 
o Immediate transfer of Investments to SBI as a separate sub account 
o Separate benefit structure for first class city plans active who choose first class 

city plan and all retired 
o Immediate transfer of retiree required assets to SBI at 100 % funding for those 

choosing SBI and active member assets· ·to SBI at TRA funding ratio 
o 13th check and other post retirement adjustments continue for those who choose 

local plan' • 

Funding/Assets 
o Normal contributions remain constant 
o Employer additional will increase due to declining active contribution to fund 

future promised benefits 
o Investments may of necessity be targeted to address anticipated cash flow 

problems 
o Investment management by SBI must be concerned with meeting "TRIGGER" for 

payment of local post retirement adjustment for those retirees who choose to 
remain with local benefit structure 

Net Savinp 
o Minor administrative cost savings 
o Major start up costs in redesigning EDP formats and historical information to 

conform to· TRA data base 
o Potential large employer/ state supplemental contribution increase 
o Increased TRA staff that will offset reduction in First class city staffs 
o Investment of assets must be separate from current SBI funds causing increased 

SBI expenses 
o Creating a 3rd classification of teachers and benefits in first class city schools 

(PERA, TRA, First Class City Fund) will increase costs by approximately 
$10,000 per school district per year 

o Special member administrative assessment will be removed 
o Assets must be segregated by SBI to determine amount available for post 

retirement increase (13th check) 
o Assets rejected by SBI must be transferred to local employer 
o Employer additional cost increases as post retirement interest assumption 

decreases from 8.5% to 5.09' 
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Statutory Changes 
o Seat on TRA Board from each former first class city fund 
o Pro-Rata distribution clause of 354A repealed 
o Full funding by 2020 target date be met by requiring additional empl(?yer/state 

contribution 
o Seats on SBI Investment Advisory Committee 
o Statutory guarantee of current level of member benefits at a minimum 
o Statutory mandated administrative charge to be removed 
o_ Statutory provisions for member election to TRA or current plan 
o Employee and employer referendum to approve consolidation 

Overall ~ent 
o Assets of those who elect SBI must be transferred at 5 % earnings assumption 
o Post Fund must be 100% funded, therefore, transfer of assets to post fund remove 

a higher proportion of assets more than the pro-rata distribution allows 
o Active members choosing TRA benefit structure may have insufficient· assets to 

fully transfer assets under pro-rata distribution 
o Remaining members may refuse to subsidize transferring retirees and instigate 

litigation -
o ISD #625 on hook to supplement shortages after transfer 
o Normal costs for actives will increase as actuary will assume 5% post earnings 

even though some may not want the SBI post fund 
o Difficulty of advising retirees on selection options and gains and losses potential 
o New base retirement must be created for retirees or longer term retirees will be 

adversely affected .. 
o Retirees who chose to annuitiz.e 13th check will be adversely affected 
o Insufficient assets to accomplish transfers to SBI Post Fund or TRA active plan 

cannot be appropriated from TRA plan under MS 356.615 without potential 
litigation 
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Option #14 - Total Consolidation. All active and retired members transfer to 
State-mA administration. New plan benefits include greater of each among 
the merged plans. 

Assumption 
o New base pension will be established for MTRFA, SPTRFA, DTRFA, and TRA 

retirees 
o All retiree reserves and transfers calculated using 5 % interest assumption 
o All active members will pay normal basic or coordinated contribution rates 
o Employer supplementai contribution rate would increase due to impact on new 

plan of additional liabilities, higher benefits 
o All active members will obtain the best. features available in any of the plans at 

time of consolidation, (i.e. best early retirement feature, best disability coverage, 
etc.) 

Administration 
o TRA would logically become the successor fund 
o SBI would manage all combined assets collectively 
o TRA provides all counseling services including satellite office in Duluth, etc. 
o TRA supplies all benefit calculations, payments and statements 
o All member records would be transferred to TRA 
o Employer units would work with TRA and conform to their reporting 

requirements 
o Potential costs to terminate contracts, lease arrangements, etc. 
o TRA estimates at least a 2 yr. transition pericxl at considerable expense for 

transfer of member records 
o TRA would need to add systems staff and/or hire outside consultants to develop 

the necessary systems changes as well as add additional accounting positions 

Bener.t Impacts • 
o Successor plan comprised of best features, best formulas in all former plans 
o Increased cost of higher benefits to be determined by M & R 

Fundiq and Investment of Assets 
o Employee contributions determined based on new plan normal cost 
o Employer/Stale normal contributions remain constant 
o Funding ratio would drop due to transfer of assets to MPRIF for all current 

retirees 
o Investment management may become more efficient as assets are combined into 
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. SBI managed accounts 
o May be transaction costs, liquidation costs, commissions and fees to liquidate non

conforming assets or real estate 

Statutory Changes Required 
o Eliminate Chapters 354A, 354 
o Create new Chapter 354C 

Overall Assessment 
o Would provide for uniform pension benefits and options 
o Potential for legal challenges is minimal 
o Regional offices could be established to:serve members outside the metro area. 

Those offices could be established as teacher retirement fund satellite offices, or 
as regional member service centers for all statewide retirement systems. 

o Costs would be very high to implement. Timelines to full implementation could 
take years. 

This is the "safest" option from a litigation standpoint. It would represent the best of 
all worlds for current members of all funds and no one could allege a reduction in 
promised benefits. Though we do not have actuarial projections on this option, it 
clearly would be more costly than Options #13, which has a first-year effect on 
required contributions beyond current law deficiencies of $65 million (total reacher 
fund deficiencies of approximately $81 million). 

56 



Appendix 

Exhibits: 

A-1 Memo - Lawrence Martin to Ron Hackett - Appointment of 
Technical Advisory Group (Aug. 23, 1993) 

A-2 Memo - Lawrence Martin, Exec. Dir., LCPR, to the 
Commission (Aug. 16, 1993) 

A-3 Actuarial Analyses on Consolidation Options for First Class 
City Retirement Funds - Thomas Custis, Milliman & 
Robertson, Inc. (Feb. 1, 1994) 

A-4 Consolidation Study 1994. Tables converting Milliman & 
Robertson actuarial analyses on various options into dollar 
costs. P. Kapler, MN Dept. of Finance (March 3, 1994) 

A-5 Analyses on G.O. Bonding Option for MERF - Dan Peterson, 
Gabriel, Roeder, Smith & Co., to James Hacking (Jan. 4, 
1994) 

A-6 Analyses on G.O. Bonding Options for ·MPLS-TRA - Mark 
Meyer, William Mercer, Inc., (Feb. 17, 1994) 





A-1 Memo - Lawrence Martin to Ron Hackett -
Appointment of Technical Advisory Group 
(Aug. 23, 1993) 





State of Minnesota \ LEGISLATIVE COMMISSION ON PENSIONS AND RETIREMENT 

HOUSE 
Mindy Greiling 
Bob Johnson. Vice Chair 
Phyllis Kahn, Secretary 
Gerald Knickerbocker 
Leo Reding 

SENATE 
Steven Morse 
Lawrence Pogemiller 
Phil Riveness, Chair 
Leroy Stumpf 
Roy Terwilliger 

Mr. Ron Hackett 
Executive Budget Officer Team Leader 
Education and Taxes 
Budget Services Division 
Department of Finance 
Fourth Floor, Centennial Office Building 
St. Paul, MN 55155 

August 23, 1993 

Re: Service on Technical Advisory Group 

Dear Mr. Hackett: 

55 State OH1ce Building 
St. Paul. Minnesota 55155-120, 

Telephone (612) 296-2750 
FAX 1612) 296-132 1 

TOO 1612) 296-9896 
Lawrence A Manin. Exec Dir 

Edward Burek. Deputy Dir 
Jean A. L:ebgott. Adm. Sec 

On behalf of the Legislative Commission on Pensions and Retirement, this communication is to 
express the pleasure of the Commission members that you will be serving as the representative of 
the Department of Finance on the technical advisory group for the Commission's First Class City 
Teacher Retirement Fund Association Phase-Out-Consolidation Options Study mandated by Laws 
1993, Chapter 357, Section 9. 

Senator Phil Riveness, Chair of the Commission, is.requesting that you serve as chair of the_ 
technical advisory group. Senator Riveness requested that tlie technical advisory group meet at 
feast twice before December, 1993, when the Commission again intends to resume its work on the 
mandated study. He requested that the technical advisory group augment the background 
information summarized in the August 16, 1993, Commission staff memorandum on the topic 
( copy attached) and provide reactions and additional policy analysis of the consolidation or phase
out options also outlined in that memorandum, as well as a continuation of the status quo 
situation or a continuation of the status quo situation with additional state government oversight. 
Senator Riveness directed the Commission staff to support the work ·of the technical advisory 
group. 

As of the date of this letter, four of the fourteen members of the technical advisory group remain 
to be appointed. Attached is a list of technical advisory group membership as it is currently 
known, for your information. 

I will keep you informed as the remaining members of the technical advisory group are designated 
by their respective entities. 
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The Commission staff will provide staffing services for the technical advisory group, including 
meeting room arrangements in the State Office Building and duplicating services. Please contact 
me or my secretary, Jean Liebgott, to arrange the initial meeting of the technical advisory group. 

If you have any questions about the function of the technical advisory group, please contact me. 

Sincerely, 

Lawrence A Martin 
Executive Director 

cc: Senator Phil Riveness 
Dan Larson 

LAM:jl 
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State of Minnesota \ LEGISLATIVE COMMISSION ON PENSIONS ANO RETIREMENT 

Laws 1993, Chapter 357, Section 9 

Study or First Class City Teacher Retirement Fund Associations 
Phase-out and Consolidation Options 

Desi~ated Membership of Technical Advisozy Group For Study 

Duluth Teachers Retirement Fund Association 
Executive Secretary 

Minneapolis Teachers Retirement Fund Association 
Executive Director 

St. Paul Teachers Retirement Fund Association 
Executive Secretary 

Duluth Federation of Teachers Representative 
Minneapolis Federation of Teachers Representative 
St. Paul Federation of Teachers Representative 

Independent School District No. 709 Representative 
Special School District No. 1 Representative 
Independent School District No. 625 Representative 

Teacher Retirement Association Executive Director 
Teachers Retirement Association Member Representative 

Department of Finance Representative 

Commission Staff 

J. Michael Stoffel 

Karen Kilberg 

Eugene Waschbusch 

No Appointment as of 8/18/93 
Norman Moen 
No Appointment as of 8/18/93 

No Appointment as of 8/18/93 
David Lutes 
No Appointment as of 8/18/93 

Gary Austin 
Vernell Jackels 

Ron Hackett 

Lawrence A Martin 
Edward Burek 



Designated Membership or Technical Advisory Group 
Study of Flnt Class City Teacher Retirement Fund Associations 

Phase-out and Consolidation Options 

J. Michael Stoff el (218) 722-2894 
Executive Secretary 
Duluth Teachers Retirement Fund Association 
22 East 1st Street 
Duluth, MN 55802 

Karen Kilberg (612) 338-7865 · 
Executive Director 
Minneapolis Teachers Retirement Fund Association 
815 Peavey Building 
730 2nd Avenue South 
Minneapolis, MN 55402 

Eguene R. Waschbusch (612) 642-2550 
Secretary /Treasurer 
St. Paul Teachers Retirement Fund Association 
1619 Dayton Avenue - Room 30') 

St. Paul, MN 55104 

Norman A. Moen 
Business Agent 
Minneapolis Federation of Teachers 
1300 Plymouth Avenue North 
Minneapolis, MN 55411 

David Lutes 
Risk Manager 
Minneapolis Public Schools 
&17 Northeast Broadway 
Minneapolis, MN 55413-2398 

Gary Austin 
Executive Director 
Teachers Retirement Association 
17 West Exchange - Suite 500 
St. Paul, MN 55102 

Vernell Jackels 
Board of Trustees 
Teachers Retirement Association 
763 Glen Lane 
Winona, MN 55987 

(612) 529-9621 

(612) 627-2010 

(612) 296-2409 

No Appointment as of 8/23/93 

Duluth Federation of Teachers Reprsentativc 
St. Paul Federation of Teachers Representative 
Independent School District No. 700 Representative 
Independent School District No. 625 Representative 
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A-2 Memo - Lawrence Martin, Exec. Dir., LCPR, to 
the Commission (Aug. 16, 1993) / 





State of Minnesota \ LEGISLATIVE COMMISSION ON ,ENSIONS ANO RETIREMENT 

10: 

FROM: 

RE: 

DATE: 

Introduction 

~'ffl-1:,r... 

:::: :~.:::=:~::m;::::: o~;j,"' and Retirement (~j 
r/'1 ~ .. #i'.v 

Commission Interim Study - First aass City Teacher Retirement Fund Association 
Phase-Out and Consolidation Options: Background on First aass City Teacher 
Retirement Funds and Survey of Types of Phase-Outs and Consolidations 

August 16, 1993 

Laws 1993, Chapter 357, Section 9, requires the Legislative Commission on Pensions and 
Retirement to study the options available for phasing-out or consolidating the first class city 
teacher retirement fund associations and sets February 1, 1994, as the due date for the 
Commission to report its conclusions to the relevant legislative committees. To assist the 
Commission in this study, the Legislature mandated the establishment of a technical advisory 
group. The composition of that advisory group is indicated in a separate document accompanying 
this memorandum. 

This memorandum attempts to present general background information on the history, structure 
and funding of the first class city teacher retirement fund associations, to summarize the funded 
condition of the three retirement fund associations and the impact of the 1993 funding 
improvements, and to survey the types of membership phase-outs and plan or fund consolidations 
that have been used in making other structural changes in Minnesota public pension plan 
coverage or may have future application. 

Back~mmd on First C1ass City Teacher Retirement Funds 

A Creation and Oreanization 
After police officers and firefighters in some of the larger cities in the state, teachers were the first 
group of public employees in Minnesota to achieve public pension coverage. The establishment of 
retirement funds for teachers in cities with a population greater than 10,000 (first, second, or third 
class cities) was authorized by the Legislature in 1909 (Laws 1909, Chapter 343, Section 1). The 
teacher retirement fund association legislation was implemented in Duluth, Minneapolis, and St. 
Paul in 1910. A statewide teachers retirement plan, the Teachers Insurance and Retirement 
Fund, was created by legislative enactment in 1915, and was replaced by the Teachers Retirement 
Association in 1931. No city other than Duluth, Minneapolis and St. Paul ever implemented the 
local teachers retirement fund association authorization law. Creation of new teacher retirement 
fund associations beyond the initial three associations was prohibited in 1969: 

Creation of a local teachers retirement fund association required approval_by_the city council of 
the respective city. Under the 1909 legislation, the local teacher retirement fund association was a 
general corporation (now a nonprofit corporation) under Minnesota law and had considerable 
latitude to frame their own benefit plans, subject to certain specified benefit limits and to an 
employer funding limit of one-tenth of one mill on the assessed taxable property of the applicable 
city. The tax levy limit was reset during the period 1917-1921, with the limit applicable to 
Minneapolis increasing from one-tenth of one mil~ to two-tenths of one mill, to 1.5 mills. Since 
1921, there have been other changes in the tax levy limits. In 1975, the general teacher retirement 
fund association tax levy authority was eliminated. 

The local teacher retirement fund associations, as Minnesota nonprofit corporations, have articles 
of incorporation as their primary governing documents which are supplemented by corporate 
bylaws. Significant changes in the form of amendments to their articles of incorporation require 
approval at an annual corporate membership meeting. Regular operational governance is 
conducted by the board of the teachers retirement fund association and the activities of each 
teacher retirement fund association are bandied by an executive secretary or an executive director 
and a separate administrative staff. For the St. Paul Teachers Retirement Fund Association, the 
position of executive secretary is combined with the board positions of secretary and treasurer and 
the StYIRFA executive secretary is required to be an elected member of the board. For the other 
two teachers retirement fund associations, the executive secretary or executive director is not 
required to be a member of the teachers retirement fund association board. 
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B.· Membership and Covera~e. 
The primary group covered by the three teacher retirement fund associations arc the teaching and 
certificated administrative perM>nnel of the school district. A small number of Independent 
School District No. 709 (Duluth) teachers arc apparently covered by the statewide Teachers 
Retirement Association (1RA), because they were employees of unorganized dismcts that 
consolidated into Independent School District No. 709 (Duluth) in the early or mid-1960's and 
were permitted to retain their 1RA coverage. Other school district administrative personnel in 
the three school districts who do not require state Department of Education certification are 
covered by another Minnesota general employee public pension plan, the Public Employees 
Retirement Association (PERA) for Independent School District No. 625 (SL Paul) and for 
Independent School District No. 709 (Duluth) and either Minneapolis Employees Retirement 
Fund (MERF) for pre-July 1, 1979 birces or PERA for post-June 30, 1979 hirees in the case of 
Special School District No. 1 (Minneapolis). 

The administrative staffs of the teacher retirement fund associations also are included in the 
membership of the respective retirement fund association. 

Membership in the teacher retirement fund associations is mandatory for eligi'ble personnel. The 
Duluth Teachers Retirement Fund Association additionally has operated a tax sheltered savings 
plan since 1964, with voluntary participation limited to those DTRFA members who are teachers. 

c. Pension Plan and Retirement Benefits 
The pension plans for the three first class city teacher retirement fund associations are contained 
in a combination of general statutes, special laws, articles of incorporation provisions, and 
corporate bylaw provisions. 

Initially the three first class city teacher retirement funds provided a specified annual retirement 
annuity amount for teachers retiring after meeting the fund's relatively long service vesting 
requirement ($333.33 with 20 years of service for DTRF A and MTRF A and $360.00 with 25 years 
of service for StPTRFA). 

At some point after 1918, the DTRF A shifted from this specified dollar amount retirement 
annuity plan to a defined contn1mtion plan, usually referred to as a money purchase plan, and 
continued using the defined contn'bution plan until 1971, when it converted to a defined benefit 
plan, utilizing a final average salary (high five) and a percentage benefit accrual factor. Following 
a referendum of its membership held for that purpose, DTRF A coordinated with Social Security 
on a total membership basis in 1957, with the appropriate adjustment to its defined contn'bution 
plan contn'bution amounts. In 1981, a second coordinated benefit program paralleling the 
statewide TRA Coordinated Program benefit plan was added as an alternative for DTRF A 
members who were employed before July 1, 1981. DTRFA members who were employed after 
July 1, 1981 have the second coordinated benefit plan, referred to as the New Law Coordinated 
program, as their sole benefit coverage. The DTRFA New Law Coordinated Program continues 
to substantially replicate the 1RA Coordinated Program. 

In 1924, MTRF A reformulated its benefit plan, shifting from the initial specific dollar amount 
retirement annuity plan to a defined contn'bution (money purchase) plan. In 1946, the prior 
MTRFA money purchase plan was replaced by the•s2 bill arid annuity' plan, with a portion of a 
retiree's ultimate retirement annuity calculated on a defined benefit basis and supported by city 
contn'butions (the $2 bill, or an annuity of $2 per month per year of service credit) and a portion 
calculated on a defined contn1mtion (money purchase) basis from the accumulated member 
contn'butions and accumulated interest on those contn'butions. In 1953, a defined benefit or 
formula plan was established as an alternative to the MTRFA "$2 bill and annuity" plan. In 1978, 
MTRF A coordinated with Social Security on a split membership basis, leaving a MTRF A Basic 
Program for pre-1978 hirees who did not elect Social Security coverage in the MTRF A Social 
Security referendum and creating a MTRFA Coordinated Program for pre-1978 hirees who 
elected Social Security coverage in the referendum and for all post-1978 birees. The MTRFA 
Coordinated Program substantially replicates the TRA Coordinated program. 

The StYIRFA retained its specific doUar amount retirement annuity plan with periodic upgrades 
until 1955, when it replaced that plan with a redesigned defined benefit plan utilizing a final 
average salary (high five) and a percentage benefit accrual factor. In 1978, StPTRFA coordinated 
with Social Security on a split membership basis, leaving the StPTRF A Basic Program for pre-
1978 hirees who did not elect Social Security coverage in the StYTRF A Social Security 
referendum and creating a StPIRFA Coordinated Program for pre-1978 hirees who elected Social 
Security coverage in the referendum and for all post-1978 hirees. The StPTRF A Coordinated 
Program substantially replicates the TRA Coordinated Program. 
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D. Fundine and Contn1mtions 

The three local teacher retirement fund associations have not been required by law to be funded 
on an actuarial basis and initial contribution requirements were set without reference to actuarial 
results. Until 1975, the various local teacher retirement fund associations were delegated the 
authority to establish their own benefit plans and levels, subject only to city council approval 
before the creation of school districts separate from the city and then subject only to both city 
council and school board approval after the creation of separate school districts. Also before 
1975, the three local teacher retirement fund associations were empowered to set the applicable 
member contnoution rates and, subject to certain maximums and subject to local budgetary 
discretion, to set the applicable employer contnoutio'n rates. Regular actuarial valuation work for 
the three local teacher pension funds was not required until 1969, with the passage of general 
legislation requiring regular actuarial work to be prepared for the three local teacher retirement 
funds. 

In 1967, with the initial passage of a state sales tax, when the state's employer contnoution to the 
statewide Teachers Retirement Association (IRA) was shifted from a statewide property tax levy 
(on all taxable property outside the first class cities) to direct state general fund financing, the 
state also began to directly participate in the funding of the first class city teacher retirement 
funds. The initial 1969 state funding of the first class city teacher retirement funds was the 
proportional amount of the funding provided to TR.A, caJculated as a dollar amount per member. 
The balance of the amount needed to meet the established employer contnoutions to each first 
class city teacher retirement fund remained to be raised from property taxes that were levied by 
the respective school district. 

In 1969, the formula for the open and standing state general fund appropriation to the first class 
city teacher retirement fund associations was modified, shifting it from the average dollar amount 
per member of the state funding provided to 1RA to the average percentage of payroll amount of 
the state funding provided to fund 1RA or to fund 1RA Coordinated Program employer Social 
Security contnoutions. The balance of any required employer contributions to the first class city 
teacher retirement fund associations remained payable from property taxes levied by the 
respective school district. 

In 1975, legislation intended as a property tax relief measure was enacted that abolished the 
authority for Special School District Number 1 (Minneapolis), Independent Schoo) District 
Number 625 (Sl Paul) and Independent Schoo) District Number 709 (Duluth) to levy local 
property taxes for their respective first class city teacher retirement fund associations, provided 
that the state would bear the total responsibility for funding the employer contribution 
requirement of the first class city teacher retirement fund associations, and established the 
required first class city teacher retirement fund association employer contn'bution rates. Authority 
of the three first class city teacher retirement funds to make benefit changes wholly locally was 
modified in 1975, thereafter requiring legislative approval before a benefit change could be 
adopted. The 1975 legislation, sponsored with respect to this provision-by several legislators, 
including Speaker of the House Martin 0. Sabo, did not increase the prior level of state support 
for the first class city teacher retirement fund associations, pending a future legislative resolution 
of a substantial pending M1RF A retirement benefit increase proposal that was also suspended by 
the legislation. That MTRFA retirement benefit increase proposal was ultimately approved by 
the Legislature in 1976. Additional benefit changes in the first class city teacher retirement fund 
association benefit plans were an issue before the Legislature until 1978. 

In 1979, the prior formula approach to first class city teacher retirement fund associations state 
employer contnoutions was discontinued, the state funding of all teacher retirement plans was 
increased modestly, and the state aid for these plans was specified for each teacher retirement 
fund association and each retirement (basic or coordinated) program as a percentage of covered 
payroll. The state funded employer contnoution rate for the MTR.FA Basic Program was 
established in 1979 as 13.35 percent of covered payroll and for the MTRF A Coordinated Program 
was established in 1979 as 4.5 percent of covered payroll. The cpmparable figures for StPTRFA 
were 12.63 percent and 4.5 percent For DTRFA, which totally coordinated in 1257, the state 
funded employer contnoution rate was set at 5.79 percent These state contribution rates 
continued until 1993. 

In 1984, the state funded employer contnoution to the statewide TR.A was increased by 1.43 
percent of covered payroll, but there was no corresponding increase in the funding of the first class 
city teacher retirement fund associations. 

Under 1985 legislation, the responsibility for the payment of employer teachers retirement plan 
contnoutions and employer Social Security contnoutions for TR.A and the first class city teacher 
retirement fund associations was shifted from direct state general fund financing to the employing 
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units, effective for the July 1, 1986 - June 30, 1987 fisca] year. The responsibility shift was 
accompanied by the creation of a special teacher retirement plan and employer Social Security 
(FICA) contnoution state aid formula, based on the historical retirement costs per pupil. The aid 
for a base year (the year two years previous) is inflated to account for teacher salary increases and 
employer Social Security contnoution rate increases. The 1987 fiscal year special state aid 
formula provided employer retirement financing was sufficient to cover the same percentage 
increase in per pupil retirement costs in each district, with the school district being required to pay 
from other revenue sources any retirement costs not covered by the aid as the result of higher 
compensation levels than the average, or salary increases beyond the aid inflation factor, or higher 
staff to pupil ratios than the average. 

By virtue of 1987 legislatJon, the special teacher retirement plan and employer SoclaJ Security 
contribution state aid formula was eliminated and the revenue for that special state aid was folded 
into the general school aid formula. For the 1988 -1989 school year and subsequent years, the 
three school districts with a first class city teacher retirement fund association have the 
responsibility to meet the applicable statutory teacher retirement employer contnoution rate to 
the appropriate teacher retirement plan and to Social Security from the various revenue sources of 
the school district, including the general school aid program. For the Duluth, Minneapolis and St. 
Paul school districts, until 1993, the teacher retirement employer contnoution is not directly 
payable from a separate pro~rty tax levy. In 1993, the restriction on property tax levies for 
teacher retirement was relaxed for Special School District No. 1. 

In 1992, an additional employer contnoution for the MTRF A and StYfRF A coordinated 
programs of one percent was established, effective July 1, 1993. Also Special School District No. 1 
(Minneapolis) and Independent School District No. 625 (St. Paul) were obligated to continue to 
make the additional employer contnbution for MTRF A or StPIRF A Basic Program members 
who retired after _July 1, 1993. The 1992 employer contribution increases were not accompanied 
by an increase in state aid, but were payable from existing school district revenues. 

In 1993, the net MTRF A and StPIRF A employer contnoution rates were increased. The 
M1RFA Coordinated Prograpi employer contnbution rate was changed from one percent of pay 
to one half of one percent for the 1993-1994 school year and was increased by an additional 3.14 
percent for subsequent school years. The MTRF A Basic Program employer contnbution rate was 
reduced by 1.21 percent of pay for the 1994-1995 school year and thereafter. The combined 
changes in MTR.FA employer additional contnbution rates, when fully implemented for the 1994-
1995 school year, will result in a 3.64 percent of pay employer additional contribution on behalf of 
all MTRF A members, identical to that of the statewide TRA Additionally, a special state aid 
amount to MTRF A of $2.5 million in 1994 (increasing by the rate of increase in the general 
education revenue formula thereafter) was established to match equal additional funding provided 
jointly by Special School District No. 1 (Minneapolis) and the City of Minneapolis. Special School 
District No. 1 is permitted to levy real estate taxes for this matching funding. Members of 
MTRF A are also required tQ make an additional member payment to offset a portion of the 
administrative expenses of MTRF A that are proportionally greater than those of the statewide 
TRA 

The net StPTRF A employer contnbution rates were also increased in 1993. The StPTRF A 
Coordinated Program employer contnbution rate was changed from one percent of pay to one
half of one percent for the 1993-1994 school year, was increased by one percent of pay for the 
1994-1995 school year, and was additionally increased by 2.14 percent for future school years 
beginning with the 1995-1996 school year. The StPTRF A Basic Program Employer contribution 
rate was reduced by almost one percent of pay for the 1995-1996 school year and thereafter. The 
combined changes in the StP'IRFA employer additional contnbution rates, when fully 

· implemented for the 1995-1996 school year, Will result in a 3.64 percent of pay employer 
additional contnbution on behalf of all StYfRF A members, identical to that of the statewide 
TRA An additional direct state aid to StP1RFA of $500,000 in 1994 (increasing by the rate of 
increase in the general education revenue formula thereafter) was also implemented. Members of 
StP'IRFA, like members of MTRFA, are also required to make an additional member payment to 
offset a portion of the administrative expenses of StPTRFA that are proportionally greater than 
those of the statewide TRA 

The Current Funded Condition of the Teacher Retirement Funds and The Impact of 1993 
Fundin2 Improvements · 

The most recent actuarial valuations of the four Minnesota teacher retirement funds were as of 
July 1, 1992. Actuarial valuations of the four pension plans as of July 1, 19931 are currently being 
prepared by the actuarial firm retained by the Commission, Milliman & Robertson, Inc., and are 
expected to be available in December, 1993. 
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The following summarizes the July 1, 1992 actuarial valuation results for the statewide Teachers 
Retirement Association (TRA) and the three first class city teacher retirement fund associations 
(DTRFA, MTRFA, and StPTRFA): 

DA lll'8E& Mil!lA l!tmfA 
MWl1?mhlR 

ActmMcmben 65,557 1,558 ~ 3,lJ6 
Jtetl.recs 17,163 675 ~ 1,176 
Dilllbllltanta 'Bl 12 44 33 
SuNhon 1,049 41 1!16 148 
Ddemdl 3,548 15 62S 60 
lnac:tiw:a W!l w .1H Zll 

Total 1Q3,761 2,11116 5,990 5,6M 

funded Stat)lf 
Actuarial Attr. Uab. S7,66l$1J.,000 1124,140,000 SMO,MOIDJ S533,B65,000 
Allctl t.mm~ ~ ~ ~ 
Unfunded Ad. Attr. Uab. 11,337,789,000 $7,648,000 S382,862,000 l177,J1671DJ 

Pundin& Ratio ll.S4% 93.M% SU~ fi6.68% 

fin•ncia1 Ad~11~ 
CoYued Payroll S2, 111,401 IDJ $4-4,429,000 S145,7671DJ 1122, 767,000 
Bcncfim Payable ttl7,o671DJ SS,458,000 S39,4MIDJ . $24,083,000 

NonnalCClt 9.73% SlOS,618.,000 9.12% $4,052,000 ll.!1% $18,669,000 12.11% $14,869,000 

E.q,cnsa 0.40 1,4.50,000 1.48 658,000 2.16 3,153,000 0.7:5 921,000 
Amortization ~ ~ ~ ~ W§ JB 163000 A:R 8,446000 
Actuarial Jlequircmcnts 13.13% fm,440,000 11.42% SS,074,000 27.43% 139,965,000 19.74% $24,236,000 

Member Contn1>11tiool 454% 195,9.SO,OOO 4.50% Sl,9991DJ 6.64% $9,671,000 6.33% $7,776,000 
Employer Contn1>11tiom IJ! ~ U2 ~ Ui µ440000 ll 10.75S 000 
Total Support 12.72% $268,792,000 10.29% $4,STI,000 15.86% S2l,119,000 15.09% Sl8,S31,000 

Actuarial Jlequircments 13.13% rm,440,000 11.42% SS,074,000 27.43% 139,965,000 19.74% $24,236,000 

Total Support ~ ~ .lQJ2 4,5TI 000 UM p 119 000 ~ 18,531 000 
Dcriciency (Sufficiency) 0.41% $8,64&,000 1.13% SS03,000 11.57% SI 6,866,000 4.65% S5,70S,OOO 

The July 1, 1992, actuarial valuation results were prepared before the passage of Laws 1993, 
Chapter 357, the 1993 legislation increasing the financial support of the Minneapolis Teachers 
Retirement Fund Association and the St Paul Teachers Retirement Fund Association. To 
attempt to capture the impact of that legislation, including its scheduled phase-ins, and to reflect 
the ever changing shift between the Basic and Coordinated programs, the Commission staff 
prepared the following comparison of the funding requirements and the financial support of 
MTRFA and StPTRFA projected for the period 1993-1995 with the most recent (1992) valuation 
results: 

Minneapolis Teachcn Retin:ment Fund Association 

lffl 1''3 1"4 ffl.5 

Ccmrc:d Payroll\t $145,7671DJ $155,242,000 $165,333,000 1176,~.ooo 

Normal CClt\2 12.81% Sl8,fi691DJ 12.46% $19,343,000 12.11% $20,026,000 11.77% $20,716,000 

E.q,cnscs 2.16 3,153,000 1.16 3,353,000 2.16 S3,5TIIDJ 2.16 3,803,000 

Amortintion ll& 18163 000 .ru§ 19,34300) .ru§ ~ W§ 21.940000 
Total Aciuarial R.equin:mcnt 27.43% $39,9651DJ 27.<.i% $42,())1),000 26.73% S4-4,1971DJ 26.39% $46,459,000 

Member Contn1>utioa\3 6.64% S9,679IDJ 6.43% $9,988,000 6.23% Sl 0,307,000 6.03% Sl0,625,000 

Employer Contn1>11tion\4 9.22 13,440,000 8.93 13,8641DJ 9.87 16,325,000 9.67 17,034,000 

Special St.ate~ 0.00 0 Ut 2,500,000 1.56 2,S7:51DJ 1.51 2,6.52,000 

Municipal Coiltn1>11tion 0.00 0 0.111 t,2:S0,00) 0.78 1,288,000 0.76 1,326,000 

School Dimict Contn'bution 0.00 0 0.80 1,2:S0,000 0.78 1,2871DJ 0.74 1,326,000 

E.q,cnscs Asscument\6 ~ ~ 2M ~ 2M 730000 2M ms!!1. 
Total Contn'butioo 15.86% S23,119IDJ 19.02% $29,537,000 19.(,6% sn,s 12,000 19.15% 133,7.W,OOO 

Actuarial Requirement 27.43% 139,98..5,000 27.<.i% $42,039,000 26.73% $4-4,197,000 26.39% S46,459,000 

Total Contnl>utioo ~ p.119.000 1W 29,mooo l.?M ~ lill 337.WOOO 

DerK'iency 11.S~ S16,866,000 8.06% 112,SOl,OO) 7JJ7% Sl 1,685,000 7.24% S12,TI9,000 
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ii t11!I IH~hm 8{1irsment E1!!!~ N50<ilti2l! 
1"1 l"J .,,. 

1"5 

~red Piyroll\1 1122,767,000 S130,7'47,000 1139"6,()00 1148,297,000 

, 
Nonna! C.C.t\2 12.11% I 14,869 ,ooo 11.96% 115,632,000 U.711~ 116,406,000 11.62% 
f.xpcnle6 0.7S 921,000 0.7S 981,000 0.7S 1,1)45,000 0.7S 
Amortizltioo ~ ~ iH ~ U!! ~ y 
Tot■ ! Act11,1rill ~ulrement 19.7'4% 124,236,000 19.59% $25,608,000 19.41~ m,O:11,000 19.25% 

Member C-ontnoutioo\3 6.D% rt,T16,000 6.l4S 18,164,000 6.1.S~ Sl,SS8,000 6.05% 
Employer C.OOtnoutioo\4 1.76 10,755,000 uo 11,5,03,000 9.12 12,696,000 9.69 
Special State Ak'\S 0.00 0 Cl.38 .500,000 o.J7 .515,000 0.l6 
Municipal C.OOtnoutioo 0.00 0 0.00 0 0.00 0 0.00 
School District Cootnoutioo 0.00 0 0.00 . 0 0.00 0 0.00 

&pcnsu ~mcnt\6 ~ 
___ o 

~ lltQQQ w ~ w 
Tot■l Cootnoutioo 15.09% SlB.,m,ooo 1.5.$8% $20,379,000 15.JIO'k S21,995,000 16.216% 

Act11,1rill ~uiremcnt 19.7'4% 124,236,000 19.59% Sl.5,608,000 19.41~ SZ7,ll31,000 19.25% 
Total Cootnoutioo ~ 18,531 000 ~ 20379000 ~ 21 99.S 000 ~ 
Dcficien<y 4.65% SS,'10:S,000 4.01% SS,229,000 3.61'k SS,1)36,000 2.99% 

\1 Covered payroll is assumed to increase at the rate of 6.5 percent annually, the current totaJ 
payroll growth actuariaJ assumption. 

\2 Norma1 cost is a blend of the 1992 normaJ costs for the Basic and Coordinated programs, 
based on changing program membership and covered payroll derived from the 1988-1992 
program covered payroll proportions, as follows: 

MIR[A StPTRFA 
Basic Coordinated Bask Coordinated 
Program Program Program Program 
Payroll Payroll Payroll · Payroll 
Proportion Proportion Proporti-OD Proportion 

1992 5335% 46.65% 52.40% 47.W% 
1993 4835 51.65 49.71 5039 
19')4 4335 56.65 47.02 52.98 
1995 3835 61.65 I 4433 55.67 

\3 Member Contn"bution is also a blend of the current member contn"butioo rates for a changing 
covered payroll for the Basic and Coordinated programs as outlined in footnote \2 

\4 Employer contn"bution reflects the rates set forth in Laws 1993, Chaplen 357, for a blend of 
program covered payrolls as outlined in footnote \2. 

\5 Specia1 State Aid for MTRFA assumes fuil matching contn'butions by the City of Minneapolis 
and Special School District No. 1 and an annua1 rate of increase of three percent. Special 
State Aid for StPTRFA assumes an annual rate of increase of three percent. 

\6 Expense assessment is based on Commission Staff estimate that accompanied Laws 1993, 
Chapter 357, when it was recommended by the Commission. 

Options for Potential Pension Consolidations and Related Structural Chan~es 

a. In General 

117,227,000 
1,113,000 

~ 
S28,S43,000 

18,974,000 
14,372,000 

530,000 

0 

0 

~ 
124,117,000 

128,543,000 

~ 
14,426,000 

Minnesota, with the second largest number of public employee pension plans of the 50 states, bas 
had some considerable prior experience in consolidating pension plans, funds or administrations 
or in making related structural changes. As a result, several different ways to undertake pension 
consolidations or to effect similar structural changes can be identified from that prior Minnesota 
experience. 

The various potential pension consolidation and related options identified by the Commission 
staff are as follows: 
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Phase-Outs 
1. a phase-out of retirement plan coverage by redirecting new hirees after a designated 

date to a different existing or newly created retirement plan; 

2. a phase-out of retirement plan coverage by redirecting new hirees after a designated 
date and a total consolidation of the non-vested portion of the current plan 
membership; 

3. a phase-out of retirement plan coverage by redirecting new hirccs after a designated 
date and a total consolidation of an existing retirement program within the plan; 

Partial Consolidations 
4. a consoJidation of administrative functions into a new plan administrative structure 

or transfer to an existing plan administrative structure; 

5. a consolidation of administrative functions and access to the successor plan benefit 
plan provisions for active members only; 

6. a consolidation of administrative functions into a new or existing plan administrative 
structure and a replacement of existing benefit plan coverage with different or 
adapted benefit plan coverage for active and retired member; and 

Total Consolidations 
7. a complete replacement of the existing administrative structure, benefit plan, and 

retirement fund by a new or an existing administrative structure, benefit plan, and 
retirement fund 

The following subsections attempt to descn"be each consolidation or related option in greater 
detail, identify the policy basis, goal, or justification for the option, identify the likely actuarial cost 
and funding implications, and indicate any other policy issues arising in connection with the 
option. 

b. Redirected New Hiree Phase-Out or Retirement Prouam 

Description, The option involves changing a retirement system from an open group pension plan 
to a closed group pension plan, with all new potential members after a designated date redirected 
to a different pension plan. The pension plan for new hirees could be a pension plan newly 
created for the purpose or could be an existing pension plan. By plan membership attrition, the 
prior pension plan will eventually cease to function. 

Policy Basis Goa], or Justification. The option balances the goal of achieving a structural change 
in public pension coverage with an actual or perceived need to avoid descriptions in existing 
workforces and the resulting political and related complications. The period of time over which 
the structural change may be accomplished would be considerable. The structural change involves 
no actual or potential benefit diminution for any existing public employee. 

New hiree phase-outs have been used on a number of occasions in Minnesota to accomplish 
structural changes in public pension coverage. The approach was used in connection with the 
various local police and paid firefighter relief associations, first by special legislation during the 
period 1969-1979, and ultimately by general legislation in 1980, with coverage redirected to the 
Public Employees Police and Fire Fund (PERA-P&F). The approach was used in 1969 with 
respect to the St Paul Bureau of Health Relief Association, with coverage redirected to the Public 
Employees Retirement Association (PERA). It also was used in 1973 in connection with the 
Supreme Court Justices Retirement Plan, the District Court Judges Retirement Plan, and the 
Probate and County Court Judges Retirement Plan, with coverage redirected to the newly created 
Uniform Judicial Retirement Plan. 

Actuarial Cost and Fundint: Implications. In the main, a new hiree phase-out does not involve any 
discernible actuarial cost impact for either the pension plan scheduled to be closed to new 
members or the pension plan to which new members are redirected. In Minnesota, public pension 
plan actuarial cost figures arc determined· on a closed group basis rather than an open group basis, 
meaning that the actuarial liability and most actuarial cost figures are determined based on the 
current plan membership rather than assuming any future changes in plan membership. Hence, 
the disposition of new members largely will not affect the current actuarial valuation results. The 
one exception to this closed group actuarial costing technique is the determination of the required 
amortization contn'bution for eliminating the calculated unfunded actuarial accrued liability, 
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where the amortization contribution is calculated as a level percentage of an increasing total 
covered payroll for aU statewide and major Minnesota public pension plans other than the 
Minneapolis Employees Retirement Fund (MERF). Currently, the tota1 covered payroll is 
assumed to increase at the rate of 6.5 percent annually. The elimination of new entrants will 
potentially disrupt the total covered payroll increase over time, at least in the long run. 

· Additionally, if new hi recs arc markedly different in their demographic characteristics than the 
current plan membership of the receiving plan, and the number of new birecs is significant, the 
phase-out can be expected to have an impact on the likely future recognized normal cost of the 
receiving plan. The general rule is that the older a plan member is at entry, the higher is the 
normal cost for that pension plan under the entry age norma1 cost actuarial method. 

Where a retirement plan is not well funded at the time of becoming a closed plan, the phase-out 
will have long term funding implications for the plan. The closing of the retirement fund will 
substantially fix the actuarial liability of the fund, will reduce and ultimately eliminate the cash 
flow related to active members, and will necessitate that the fund be substantially fully funded 
(unfunded actuarial accrued liability amortized) within the remaining lif ctime of the plan's current 
membership. If the retirement plan to which new members are redirected has a different 
contnoution structure than the former retirement plan, the phase-out WI11 have an immediate 
financial implication for the employing unit or units. If the successor retirement plan has a greater 
employer contnoution rate, the phase-out will expose the employing unit to a greater required 
outlay for retirement benefits, which will grow over time as the attrition in the former retirement 
plan membership runs full course. If that higher employer contnoution relates to the level of 
unfunded actuarial accrued liability in the former retirement plan, rather than the level of normal 
cost, the adverse financial impact on. the employer following the phase-out will occur in order to 
fund the accumulated pension debt of plan participants other than its employees and of other 
employing units. 

Other Policy Issues. Closing a pension plan by phasing-out new hirees into another pension plan 
will frequently have certain employee group morale and collective bargaining unit impacts. The 
future elections of retirement plan board of trustee members will involve an ever decreasing 
number of plan Par:ticipants: To the extent that the collective bargaining unit representatives are 
typically closely involved in local retirement plan activities, the creation of a group with mixed 
pension coverage in the bargaining unit will change the relationship and that change may spill 
over into other bargaining unit activities. 

c. Phase-Out With Total Consolidation or Non-Vested Plan Membership. 

Description. The option involves the phase-out described in the prior subsection and a total 
consolidation of the plan administration, benefit coverage, and liabilities and assets for all 
retirement plan members who have not yet gained sufficient service credit to vest for an eventual 
retirement benefit. In effect, this option simply makes the designated effective date for the phase-

. out retroactive to include all current short service pension plan members. · 

Policy Basis, Goal. or Justification. The option has the same goal as the phase-out described in 
the prior subsection. but speeds up the timing of that ultimate structural change by including all 
pfan participants who do not have sufficient service credit to qualify for a deferred retirement 
annuity. While the retroactive phase-out will cause some disruption in an existing workforce and 
will cause some complications, the disruptions are unlikely to result in any successful future 
litigation because the affected plan membership have not yet acquired vested pension rights. 

This option bas not been used in Minnesota, although other pension benefit changes for non
vested pension plan members have occurred in Minnesota. 

Actuarial Cost and Fundini Implications. This option essentially has the same actuarial cost and 
other funding implications as the phase-out option described immediately previous to this option. 
The additional considerations involve the extent of assets transferred with the non-vested plan 
participants and how that amount compares with the actuarial liability in the successor plan 
resulting from that plan granting these participants full service credit for that prior service. The 
general rule for younger and short service plan participants is that the participant's accumulated 
member contnoutions and credited interest exceed the actual present value for any earned 
retirement benefits other than a refund, so if the asset transfer is based on actual accumulated 
contnoutions (member or member and employer) plus credited interest rather than present value 
calculations, the retroactive phase-out may benefit the successor retirement plan. Conversely, any 
benefit to the successor retirement plan will come at the expense of the phased-out retirement 
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plan. The actuarial accrued liability absorbed by the successor retirement plan will be a function 
of its benefit plan and how it compares to the benefit plan of the phased-out retirement plan. 

Other Policy Issues. This combination option of a phase-out and a tot.al consolidation of non
vested plan participants will have the same group morale and related potential adverse impacts as 
outlined for the previous option. Also, since retirement fund assets may be transferred, there may 
be an adverse impact on the funds as an investment program, because it would cause a negative 
cash flow for the investment program, would drain any current liquid assets, and may cause a 
premature or forced sale of some current investments. 

cl. Phase-Out With Total Consolidation or An Existing Retirement Program Description. 

Description. The option also involves a phase-out as outlined in the prior two options, combined 
with a tot.al consolidation of the plan administrations, benefit coverage, and liabilities and assets 
for the retirement plan participants in one of the plan's component retirement programs, typically 
the most recently adopted retirement program. A5 with the previous combination phase-out and 
consolidation option, this option becomes a question of the timing of the phase-out, with the total 
consolidation functioning to make the specified phase-out date retroactive to an earlier date when 
the first plan participants entered the affected retirement program. 

Policy Basis, Goal or Justification. The option attempts to gain the same structural shift as a 
phase-out if that structural change would have occurred at the time that the affected retirement 
program was created. The combination option essentially would be a correction of a prior policy 
mistake in authorizing the creation of a new retirement program within a retirement plan, 
especially when that retirement program duplicates or substantially replicates in a local retirement 
plan the benefit plan of a retirement program of a statewide retirement plan. 

There is a precedent for the option, with the phase-out of post-1979 new hirees in Minneapolis 
into the Public Employees Retirement A5sociation (PERA) and the consolidation of the 
Minneapolis Employees Retirement Fund (MERF) coordinated program, previously established 
in 1977, into PERA by the 1979 Legislature. The virtual duplication of benefit plan provisions 
between the MERF coordinated program and the PERA coordinated program made the 
consolidation a logical and easily understood action in an attempt to reduce the structural 
complexity of Minnesota public pension plans and to accomplish that structural change in as 
timely a fashion as possible. The MERF phase-out and coordinated program consolidation was 
done at the request of the City of Minneapolis, when its previous sponsorship of a total 
consolidation of MERF into PERA ran into substantial political controversy. 

Actuarial Cost and Fundin2 Implications. This combination option has the same type of actuarial 
cost and funding implications as the prior combination option, with the difference being one of 
potential scale rather than type. With the total consolidation of a retirement program rather than 
the non-vested plan participants, a greater number of individuals and greater amounts of affected 
assets and liabilities may be involved. 

Other Policy Issues. Structural changes tend to involve disruptions among plan participants and 
participating employing units. Phase-outs attempt to reduce those disruptions, but speeding up 
the phase-out through a consolidation of a portion of the retirement plan will create those 
descriptions. The-retirement plan primarily exists to support a public employer's personnel system 
by assisting in the recruitment of new personnel, the retention of existing personne~ and the out
transitioning of personnel at the actual or anticipated conclusion of their productive work years. 
With retirement plan structural changes, even if they gain the advantages of better retirement 
coverage, more understandable plan structures, and more efficient plan administration, the 
support provided by the modified retirement coverage to the public employer's personnel system 
may falter or may be put in question. 

e. Consolidation or Administrative Functions, 

Description. The option involves the transfer of the administrative functions concerning a 
retirement plan from one retirement system to another retirement syste~ however leaving the 
benefit plan and the retirement fund associated with the retirement plan unaffected and separate. 
Thus, the successor retirement system would stand in the place of the current retirement plan's 
governing board and administration and would perform the functions of paying pension benefits, 
collecting contributions and performing the various other ministerial and related administrative 
functions, but the liabilities and assets related to the retirement plan would remain in a distinct 
fund separate from the fund of the administering system and the retirement plan participants 
would continue to accrue benefit credit under the original benefit plan. The successor retirement 
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system could be an existing retirement system or could be a composite of prior retirement system 
administrations or a wholly new retirement system administration. Any prior retirement system 
administration would be eliminated by virtue of the administrative consolidation. 

Policy Basis, Goal or Justification. Consolidations limited to plan administration only represent 
an attempt to gain administrative efficiencies, any available economies of scale, and any resulting 
administrative expense savings. It also can represent an attempt to reduce the potential for future 
misinterpretations of the intent of applicable law, to reduce the potential for future inappropriate 
investment practices, or to reduce the potential for other future administrative difficulties. The 
creation, retention or elimination of retirement administrative entities, as distinct from pension 
benefit plans or pension funds and financing mechanisms, should be a function of responsiveness, 
effectiveness, efficiency, and economy. The existence of a potentially more responsive, more 
effective, more efficient, or more economical administrative structure, or the demonstration of a 
current lack of responsiveness, current inefficiency, current ineffectiveness, or current lack of 
economy should be a sufficient justification for a change of a retirement administrative structure, 
just as it would for any other governmental structure. 

There is precedent in Minnesota for administrative consolidations. These include the 1969 shift of 
administrative responsibilities regarding the State Patrol Retirement Fund from its separate board 
to the Minnesota State Retirement System (MSRS), the 1973 shift of administrative 
responsibilities regarding the various judicial retirement plans from the State Auditor to MSRS, 
the 1974 shifts of administrative responsibilities regarding the Legislators Retirement Plan and the 
Elective State Officers Retirement Plan from the State Auditor to MSRS, and the 1990 shift of 
administrative responsibilities regarding the State University and Community College 
Supplemental Retirement Plan from the Teachers Retirement Association to the State University 
Board and the State Community College Board. 

Actuarial Cost and Fundini Implications. If the choice of the successor retirement administration 
for economy reasons was made correctly, the administrative consolidation will reduce the total 
actuarial cost requirement of the affected retirement plan. The actuary currently assumes that the 
future year's administrative expense requirement will be the same percentage of covered payroll 
as the prior year's administrative expense was of the applicable covered payroll figure. 

Other Policy Issues. An administrative consolidation would involve a transfer of the responsibility 
for the investment of the retirement fund assets from the prior administrative entity to the 
successor administrative entity. Where the prior investment practices do not conform with the 
investment authority of the successor administrative entity, the administrative consolidation would 
obligate the successor to manage the nonconforming investments or would require the immediate 
liquidation of the nonconforming investments, potentially at a loss. An administrative 
consolidation could require the elimination of the prior administrative structure if it does serve 
any other administrative·function. The prior administrative structure, especially if it includes an 
elected or otherwise representative board, will be viewed as the tangible indicator of group 
identity, and its elimination will likely face strenuous objections despite any demonstrated lack of 
economy, inefficiency, or ineffectiveness. 

r. Administrative and Partial Benefit Plan Consolidation Description 

Description. The option would involve an administrative consolidation as described in the 
previous subsection and would additionally provide for a shift in the benefit plan for the active 
membership of the affected retirement plan from the prior benefit plan to the applicable benefit 
plan of the successor retirement plan. The shift could be elective on the part of the active · 
membership or could be mandatory. The retired membership of the affected retirement plan 
would continue to receive benefits under the prior benefit plan. A separate fund for the affected 
retirement plan would be maintained for actuarial and accounting purposes, but the investment of 
plan assets could be commingled with those of the successor pension plan for investment 
management purposes. The successor retirement plan could be an existing retirement plan or a 
retirement plan created specifically for that purpose. 

Policy Basis Goal. or Justification. In addition to gaining the advantages attendant to an 
administrative consolidation, the option would simplify the benefit plan coverage for some or all 
of the affected retirement plan participants. If the affected retirement plan and the successor 
retirement plan cover the same type of public employees or substantially similar types of public 
employees, the partial benefit plan consolidation would equalize the benefit plan coverage for the 
totality. If the successor retirement plan has benefit plan advantages over the affected retirement 
plan, the active members of the affected retirement plan would gain those benefit plan 
advantages. The simplification of benefit plan coverage will be an advantage to plan participants 
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if there is employment mobility between the public employers previously .covered by one or the 
other of the two retirement plans. If the two benefit plans differ significantly, active members can 
be provided with the option to elect between the two benefit plans in order to avoid the problems 
accompanying any actual or perceived benefit diminution. 

There is substantial precedent in Minnesota for this option. The option is essentially similar to 
the manner in which local police or salaried firefighter relief associations consolidate into the 
Public Employees Police and Fire Fund (PERA-P&F) under Minnesota Statutes, chapter 353A 
As of August 13, 1993, 25 local police or salaried firefighter relief associations have consolidated 
into PERA-P&F, and the consolidation into PERA-P&F of eight additional local police or 
salaried firefighter relief associations is pending. The local police or salaried firefighter relief 
association comotldatlon procedure Is voluntary on the part or each relief usociation and the 
benefit plan consolidation is elective on the part of each active member. 

Actuarial Cost and Fundio& Implications. The consolidation option can produce administrative 
expense savings, which will reduce the total actuarial cost requirement attn'butable to the plan 
participants of the affected retirement plan and will hence strengthen its actuarial funding. The 
partial benefit plan consolidation will have additional actuarial cost and funding implications as a 
result of the benefit plan shifts. To the extent that the benefit plan of the successor retirement 
plan provides a more substantial pension benefit than that of the affected retirement plan and that 
benefit improvement effect is not counterbalanced by any offsetting pension benefit reductions, 
the option will increase the actuarial cost requirement attributable to this group of plan 
participants. If the affected retirement plan and the successor retirement plan utilize different 
actuarial assumptions, especially major economic actuarial assumptions (i.e. interest, individual 
salary increase, and total payroll growth), the partial benefit plan consolidation will have an 
actuarial cost impact. The direction (plus or minus) and extent of that impact will depend on the 
particular retirement plans involved in the consolidation option and would require actuarial 
determination. 

Other Policy Issues. With a more complex consolidation, a greater degree of consequent 
disruption can be expected and a more substantial adverse reaction by affected retirement plan 
participants anticipated. In addition to employee morale problems, potential litigation could 
result from plan members who determine that the consolidation resulted in a benefit diminution. 
H the plan member elected the benefit plan change, the potential for successful litigation will be 
minimal, assuming that there was adequate pre-election benefit counseling. H the benefit plan 
change was mandatory., but was accompanied by some countervailing benefit improvements, 
chances of successfully defending the mandatory change in any resulting litigation improve. 

g. Administrative and Total Benefit Plan Consolidation 

Description. The consolidation option would add to the administrative consolidation and partial 
benefit plan consolidation descn'bed in the previous subsection a shift in the benefit plan coverage 
for retirees and benefit recipients from the affected retirement plan to the successor retirement 
plan. The consolidation option would leave a separate retirement fund for the affected retirement 
plan membership for actuarial and accounting purposes, thereby leaving the participating 
employers in the affected pension plan as the ultimate guarantors of the payment of pension 
benefits to the applicable members. 

Policy Basis, Goal. or Justification. The consolidation option would be intended to simplify the 
structure of pension coverage in the state, simplify the variations in benefit plan coverage for 
identical or substantially comparable groups of public employees, and achieve administrative cost 
savings and efficiencies. The option would reduce the number of retirement systems in operation, 
gain economies of scale ·in administration, and would rationalize benefit coverage for broadly 
comparable groups of public employees. 

The precedent for this option is the local police and salaried firefighters relief association 
consolidation law, Minnesota Statutes, Oiapter 353A This option precisely duplicates that 
consolidation law, while the previously discussed option substantially duplicated the consolidation 
law. 

Actuarial Cost and Fundin~ Implications. This consolidation option has essentially the same 
actuarial cost and funding implications as the prior option, with the additional potential actuarial 
liability impacts from including benefit recipients as well as active members in the voluntary or 
mandated benefit plan shift. · 
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Other Policy Issues. The remaining policy issues beyond actuarial cost and funding implications 
would be substantially similar for this option 85 for the prior option. Because the option involves 
benefit recipients, who could be less accommodating to change due to advanced age or more 
limited financial circumstances, this option would increase the administrative problems of 
conducting adequate pre-election benefit counseling if the benefit change was voluntary or would 
increase the potential for litigation if the benefit changes were mandatory. 

h. Total ConsoHdation 

Description. The option is the total incorporation of the administrative responsibilities, benefit 
plan, and funding mechanism of one retirement plan into another retirement plan. It adds to the 
option discussed previously the pooling of actuarial liabilities and assets of the affected retirement 
plan with the successor retirement plan, whether that retirement plan is newly created from the 
component parts of other retirement plans or whether that retirement plan is pre-existing. As a 
consequence, the public employers participating in the affected retirement plan would become 
conjointly liable for the successor retirement plan's actuarial liabilities with all other participating 
public employers, 85 well 85 jointly credited with the successor retirement plan's assets. 

Policy Basis Goal. or Justification. H appropriate, the consolidation option accomplishes, at an 
advanced date, an outcome that arguably should have occurred at some earlier date. Most of 
Minnesota's numerous public employee pension plans are a result of the initial establishment of 
pension coverage for a subgroup of a total type of public employees and the subsequent 
establishment of more comprehensive pension coverage for that type of public employees that 
grandparcnted in the predecessor pension plans rather than supplanting them. The current 
Minnesota public pension structure reflects an initial policy of gaining some pension coverage for 
all public employees, rather than a policy of gaining more uniform, equitable, comprehensive, and 
rational pension coverage for all public employees. Total consoJidations attempt to gain that 
more uniform, equitable, comprehensive, and rational overall public pension system in a state. 

The consolidation option also would eliminate'a substantial potential for unwarranted 
nonconforming practices (administrative, benefit plan, and funding), if not the potential for 
outright mismanagement, waste, and abuse. 

The're is precedent for total consolidations in Minnesota. These are the 1967 consolidations of the 
Attorney General Retirement Plan and the State Auditor Retirement Plan into the Elective State 
Officers Retirement Plan, the 1969 consolidation of the State Police Retirement Plan into the 
State Patrol Retirement Plan, the 1973 consolidations of the Supreme Court Justices Retirement 
Plan, the District Court Judges Retirement Plan, and the Probate and County Court Judges 
Retirement Plan into the Uniform Judicial Retirement Plan, the 1973 consolidation of the St. Paul 
Bureau or Health Relief Association in the Public Employees Retirement Association (PERA), 
the 1973 consolidation of the Cloquet Firefighters Relief Association into PERA-P&F, the 1973 
consolidation of the salaried firefighters division of the Fridley Firefighters Relief Association into 
PERA-P&F, the 1978 consolidation of the Metropolitan Transit Commission-Transit Operating 
Division Retirement Plan into the Minnesota State Retirement System (MSRS), the 1978 
consolidation of the University of Minnesota Police Retirement Plan into PERA-P&F, the 1978 
consolidation of the Ilrooklyn Center Police Relief Association into PE~-r &F, the 1980 
consolidation of the Supreme Court Clerk Retirement Plan into the MSRS Unclassified State 
Employees Retirement Program, and the 1985 consolidation of the Moorhead Police Relief 
Association and the Moorhead Firefighters Relief Association into PERA-P&F. 

Actuarial Cost and FundinK Implications. A total consolidation has substantial actuarial cost and 
funding implications. Usually, consolidations occur when the affected retirement plan bas a less 
generous benefit plan than the successor retirement plan or has a substantially comparable benefit 
plan. If the consolidation results in a benefit increase for the plan participants of the affected 
retirement plan, that will increase the actuarial cost related to those plan participants, although it 
will not necessarily cause an increase in the actuarial cost of the successor retirement plan unless 
the plan participants of the affected retirement plan have substantially different demographic 
characteristics than the successor retirement plan, unless the affected retirement plan is 
substantially less well funded than the successor retirement plan, or unless the affected retirement 
plan uses substantially different actuarial assumptions than the successor retirement plan. 

Other Policy Issues. A total consolidation will have many or all of the additional policy issues 
attn"butable to other consolidation options. Additionally, if the affected retirement plan has 
foreseeable cash flow problems, the total consolidation will provide new access to a larger pool of 
available assets and will likely eliminate the immediate cash flow difficulties. Absent a pension 

Page 12 4M0893LM 



benefit increase, a massive structural change like a total consolidation is unlikely to have any 
substantial political support within the affected retirement plan or the successor retirement plan. 

Conclusion 

In future deliberations on this topic as part of the mandated study, the Commission will be able to 
explore the actuarial and funding implications of potential first class city teacher retirement fund 
association phase-outs or consolidations in greater detail and to gain the perspectives and 
additional information and policy considerations provided by the Technical Advisory Group. 
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Mr. Lawrence A. Martin 
Executive Director 
Minnesota Legislative Commission 

on Pensions and Retirement 
55 State Office Building 
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RE: First Class City Retirement Plan Study 

Dear Larry: 

Arndrll \1illiman, F.S.A <1976) 
Sn1.lT1 A. Ro:Xruon, f.S~~ 

Chairman Emerinu 

Enclosed are our actuarial projections for each of the five retirement systems 
involved. We have displayed the projection results only through 2015 for a 
couple reasons: 

1. Due to the decreasing amortization period as we approach 2020, the 
numbers (particularly the Suff/(Def) Rate) became very distorted; and 

2. Beyond about 2005, the projections (except MERF) become dominated 
by new entrants; i.e., we are really not learning much about funding the 
existing obligations. 

The actuarial projections address Options 1, 7, 8, 12 and 13 which are the 
options requiring changes in the actuarial valuation results. Please note that 
Option 3 projections would be the same as Option 1 prior to reflecting any 
changes to assumed expenses. Also, Option 5 would be the same as Option 7 
if the expense assumptions are the same. Finally, we have added Options 1B 
for MERF and 3B for Minneapolis Teachers to reflect the impact of an asset 
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Mr. Lawrence A. Martin 
February 1, 1994 
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return on MERF of 8.5%, thus lowering the projected required state contributions for MERF and 
thereby increasing those contributions available for Minneapolis Teachers under Option 3. Note 
also that the Option 1 projection for Duluth has been revised. In our earlier work, we had added 
new entrants under the "old plan" normal costs instead of under the "new plan". 

If you would like to discuss these results, please give us a call. 

~ 2~ K. Custis, F.S.A. 
Consulting Actuary . 

tuft~ (/. +h 0 
William V. Hogan, F.S.A. 
Consulting Actuary 

TKC/WVH/bh 
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METHODOLOGY AND ASSUMPTIONS 

ACTUARIAL STUDY FOR 
FIRST CLASS CITY RETIREMENT FUNDS 

TRA 
DTA 
SPTA 
MPLS 
MERF 

Teachers Retirement Fund 
Duluth Teachers Retirement Fund 
St. Paul Teachers Retirement Fund 
Minneapolis Teachers Retirement Fund 
Minneapolis Employees Retirement Fund 

I. GENERAL COMMENTARY 

In preparing the projections reported in this study, the July 1, 1993 actuarial valuation results were 
used as the initial starting point with specific changes as noted in Section II for each of the options. 
Section III outlines the projection methodology and assumptions used in future years while Section 
IV summarizes the overall interest rates used in each of the options presented in this report. 

II. INITIAL VALUATION METHODOLOGY AND ASSUMPTIONS 

Option 1: The July 1, 1993 Actuarial Valuation results were applied without change for TRA, 
DTA, SPTA, MPLS and MERF. 

Option JB: The July 1, 1993 Actuarial Valuation results for MERF were not changed; however, 
assets were assumed to grow at 8.5% interest rather than the valuation assumption. 

Option 3: Actuarial projections were the same as for Option 1. 

Option JB: Actuarial projections were the same as for Option lB e~cept that additional state 
contributions up to ~e cap ($10,455,000) become available under the MERF projection. These 
additional state contributions are assumed to be directed to MPLS·. 

Options 5 & 7: The July 1, 1993 Actuarial Valuation results were modified to reflect the increase 
in actuarial liability and normal costs for OT A, SPT A and MPLS due to applying the SBI method 
for annual pension increases. These changes were implemented by using an interest rate of 8.5% 
and 5.0% for pre- and post-retirement respectively rather than the valuation interest rates. 
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Option 8: The July I, 1993 Actuarial Valuation results were applied without change for TRA, 
DT A, SPT A and MPLS. 

Option 12: The July l, 1993 Actuarial Valuation results were modified to reflect the increase in 
actuarial liability and normal costs for current active members of DT A, SPT A and MPLS due to 
applying the SBI method for annual pension increases. The comparison of value of the SBI 
calculation to current benefits for active members of DT A artd SPT A was somewhat complex. 
Essentially, a stationary population was assumed in order to explicitly value the "13th check". The 
regular benefit was then valued using an 8.5% interest rate for both pre- and post-retirement. 
Under a stationary population concept, a 10% increase in the annual 13th check was assumed to 
reflect the increase in a participant's points and the increasing size of assets. These 13th checks 
were also valued at an 8.5% interest rate. For active members, the "points" applied at retirement 
for the first 13th check will be equal to the years of service. Likewise, the benefit formula is 
directly based upon years of service so that, mathematically, the greater of calculation will hinge 
upon the level of salary at retirement compared to the assets and the total retiree points under this 
methodology. Based upon the current populations for DTA and SPTA, the 13th check calculation 
is larger if the salary at retirement is approximately less than $38,000 and $42,800, respectively. 
Based upon our review of the active populations for both groups, it was determined that a very 
small percentage of the current active employees would be impacted and would constitute the 
smallest benefits among new retirees. Consequently, we assumed that all active members would 
elect the SBI calculation. For active members of MPLS, a seriatim comparison was made between 
the TRA benefits with an SBI calculation at a 5 .0% post-retirement interest rate and the current 
benefits at an 6.5% post-retirement interest rate. 

Option 13: Actuarial projections were the same as for Option 12 except that a seriatim comparison 
of the SBI calculation to the current method was made for each current retiree under DT A, SPT A 
and MPLS. Methodology for the 13th check calculation under OTA and SPT A was the same as 
for Option 12 using the current actual points from the valuation data. A significant proportion of 
the retiree population has higher values under the 13th check methodology. 
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III. PROJECTION METHODOLOGY AND ASSUMPTIONS 

Options 1,3,5 and 7: 

1 

Total Actives: Assumed to remain constant except for MERF where no new entrants were 
assumed; therefore, new entrants are assumed to make up the difference between the initial 
active count and the remaining count projected from the closed group. 

Total Payroll: Payroll is as projected for the closed group, plus the projected payroll for new 
entrants ( except MERF) which is equal to the total number of new entrants times new entrant 
salary. New entrant salary is calculated as the average salary for those on 7/1/93 with 1-4 
years of service increased 6.5 percent per year since 1993. 

Employee Statutory Rate: Assumed to be unchanged from law as of July 1, 1993. The 
projected percentage may change as the distribution of participants changes from basic to 
coordinated. 

Employer Statutory Rate: Same as for employee (future rate changes· in the law as of July 1, 
1993 are reflected). 

State Contribution Percent: Statutorily required state funding amounts expressed as a percent 
of payroll in each year; maximum supplemental payments to MPLS are assumed from the 
State, City and School Board. 

Administrative Surcharge Percent: Applicable only for Minneapolis and St. Paul Teachers 
Plans, this is a fixed rate as calculated for the July I, 1993 valuation. 

Total Statutory Rate: The sum of the previous four columns. 

Normal Cost Percent: Assumed to be constant for each sub-plan; aggregate rate change over 
time to reflect shift from basic to coordinated. 

Expense as % of Payroll: As calculated for the July 1, 1993 valuation; assumed to be 
constant in the future. 

Supplemental Rate: BOY UAL + PVFS 

Total Required Rate: The sum of the previous three columns. 

Suff/{Def) Rate: Total Statutory Rate - Total Required Rate 

- 3 -
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BOY UAL: Beginning of the Year Unfunded Actuarial Liability; taken from 7/1/93 
valuation for 1993; for subsequent years, it is calculated as follows: 

Prior year BOY UAL times 1.085, plus 
Prior year [Normal Cost + Expense] times 1.0425, minus 
Prior year Total Statutory Contribution times 1.0425. 

PVFS: Present Value of Future Salary (for amortization by 2020) calculated as . 957 x Total 
Payroll x annuity Due factor for an increasing annuity with a period certain from current year 
to 2020; fixed annuity due factor to 2020 for MERF. 

UAL as % of Payroll: BOY UAL + Total Payroll 

Option 3B: Same as Options 1,3,5 and 7 except State Contribution Percent for MPLS reflects 
additional amounts available under the cap due to MERF projection in Option 1B. 

Options 8,12 and 13: Total Actives and Total Payroll are projected on a closed group basis for 
DTA, SPTA and MPLS wi~ new entrants and their payroll moving to TRA projection. In 
addition, DT A, SPT A and MPLS expenses are assumed to increase as a % of payroll by the 
following formula: 

(New Entrant Payroll Going to TRA) x (Expense % - TRA Expense %) x _9<Cumnt Year· 1993 l 

Also, SPT A and MPLS special administrative charges are changed to reflect this increase. 

The amortiz.ation basis is changed to a fixed dollar amount payable to 2020 (as for MERF) instead 
of a,., level percentage of payroll. 
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IV. INTEREST RA TE SUMMARY 

I 

INTEREST RATES FOR VALUATION OF LIABILITIES 
(Pre-retirement/Post-retirement) 

I TRA I DTA I SPTA I MPLS I MERF 

Option lA 8.5%/5.0% 7.5%/7.5% 7.5%/7.5% 8.5%/6.5% 6.0%/5.0% 
lB NIA NIA NIA NIA 6.0% 0 15.0% 

Option 3A NIA NIA NIA NIA NIA 
3B NIA NIA NIA 8.5%/6.5% NIA 

Options 5&7 NIA 8.5%15.0% 8.5%/5.0% 8.5%/5.0% NIA 

Option 8 8.5%15.0% 7.5%/7.5% 7.5%/7.5% 8.5%16.5% NIA 

Option 12 NIA Greater of Greater- of Greater of NIA 
TRA 8.5o/cJS.0% TRA 8.5W5.0% TRA 8.So/cJS.0% 

or or or 
Local 8.5o/cJ8.5%• Local 8.SW8.S%• Local 8.5o/cJ6.5%' 

Option 13 NIA Greater of Greater of Greater of NIA 
TRA 8.5o/cJ5.0% TRA 8.So/cJS.0% TRA 8.So/cJ5.0% 

or or or 
Local 8.5o/cJ8.5%• Local 8.So/cJ8.S%• Local 8.5o/cJ6.5% 

* 13th check explicitly valued based upon current points and I% of assets with an estimated 
I 0% increase each year in the future. 

** Assets projected at 8.5% rate fastead of at pre-retirement interest rate. 
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Teachers Retirement Association 
Consolidation Study 
Option #1 - .continue Current Program 

Employee Employer 
Total Total Statutory Statutory 

Year Actives Payroll Ra.le Rate 

I 1993 65,268 2,156,739 4.52% 8.16% 

I 
1994 65,268 2,290,176 4.51% 8.15% 

1995 65,268 2,419,215 4.51% 8.15% 

1996 65,268 2,544,225 4.50% 8.14% 

1997 65,268 2,670,327 4.50% 8.14% 

1998 65,268 2,798,829 4.50% 8.14% 

1999 65,268 2,930,229 4.50% 8.14% 

I 2000 65,268 3,061,967 4.50% 8.14% 
I 

: 2001 65,268 3,197,557 4.50% 8.14% 

I 2002 65,268 3,337,048 4.50% 8.14% 

2003 65,268 3,4n,924 4.50% 8.14% 

2004 65,268 3,~.564 4.50% 8.14% 

2005 65,268 3,781,354 4.50% 8.14% 

2006 65,268 3,949,258 4.50% 8.14% 

2007 65,268 4,127,390 4.50% 8.14% 

2008 65,268 4,318,316 4.50% 8.14% 

2009 65,268 4,522,256 4.50% 8.14% 

2010 65,268 4,745,705 4.50% 8.14% 
I 

2011 65,268 4,994,568 4.50% 8.14% 

2012 65,268 5,270,344 4.50% 8.14% 

2013 65,268 5,569,689 4.50% 8.141l 

2014 65,268 5,895,502 4.50% 8.14% 

2015 65,268 6,251,744 4.50% 8.14% 

Teachers Consolidation Study 

State Admin Total Normal Expense 
Contrlb Surcharge Statutory Cost as%of 
Percent Percent Rate Percent Payroll 

0.00% 0.00% 12.68% 9.84% 0.15% 

0.00% 0.00% 12.56% 9.82% 0.15% 

0.00% 0.00% 12.56% 9.81% 0.15% 

0.00% 0.00% 12.64% 9.81% 0.15% 

0.00% 0.00% 12.64% 9.80% 015% 

0.00% 0.00% 12.64% 9.80% 0.15% 

0.00% 0.00% 12.64% 9.80% 0.15% 

0.00% 0.00% 12.64% 9.80% 0.15% 

0.00% 0.00% 12.64% 9.80% 0.15% 

0.00% 0.00% 12.64% 9.80416 0.15% 

0.00% C.00% 12.64% 9.80% 0.15% 

0.00% J.00% 12.64% 9.80% 0.15% 

0.00% 0.00% 12.64% 9.80% 0.15% 

0.00% 0.00% 12.64% 9.80% 0.15% 

0.00% 0.00% 12JS4% 9.80% 0.15% 

0.00% 0.00% 12.64% 9.801' 0.15% 

0.00% 0.00% 12.84% 9.80% 0.15% 

0.00% 0.00% 12.84% 9.80% 0.15% 

0.00% 0.00% 12.84% 9.80% 0.15% 

0.00% 0.00% 12.64% 9.80% 0.15% 

0.00% 0.00% 12.64% 9.80% 0.15% 

0.00% 0.00% 12.64% 9.80% 0.15% 

0.00% 0.00% 12.64% 9.80% 0.15% 

MILLIMAN & ROBEl . .ON, INC. 

SUp1Ple- Total Suff/ 
mental Required (Def) 

RaIte Rate Rate 

2.76% 12.75% -0.07% 

2.n% 12.74% -0.08% 

2.80% 12.76% -0.10% 

2.84% 12.80% -0.16% 

2.89% 12.84% -0.20% 

2.94% 12.89% -0.25% 

3.01% 12.96% -0.32% 

3.09% 13.04% -0.40% 

3.17% 13.12% -0.48% 

3.27% 13.22% -0.58% 

3.38% 13.33% -0.WW, 

3.50% 13.45% -0.81% 

3.64% 13.59% -0.95% 

3.79% 13.741' -1.10% 

3.S6% 13.91% -1.27% 

4.15% 14'.1M> -1.46% 

4.37% 14'.324Wt -1.681' 

4.6~ 14.57% -1.93% 

4.92% 14.87% -2.23% 

5.26% 15.21% -2.57% 

5.70% 15.65% -3.01% 

6.27% 16.22% -3.58% 

7.05% 17.00% -4.36% 

Date: 02J02/94 Time: 02:29 PM 

BOY 
UAL PVFS 

1,220,122 44,216,272 

1,263,201 45,587,328 

1,306,287 46,697,365 

1,349,440 47,552,091 

1,J92,n1 48,247,888 

1,436,259 48,801,893 

1,479,844 49,186,182 

1,523,455 49,375,593 

1,567,081 49,420,005 

1,610,611 49,308,482 

1,653,931 48,960,366 

1,696,982 48,471,218 

1,739,553 47,803,763 

1,781,374 47,016,234 

1,822,040 46,016,475 

1,861,167 44,839,021 

1,898,266 43,451,105 

1,932,798 41,828,501 

1,964,001 39,959,139 

1,990,en 37,827,897 

2,012,305 35,285,873 

2,027,159 32,328,634 

2 034 137 28 837.668 

UAL 
as%of 
Pavrofl 

56.57% 

55.164', 

54.~ 

53.0"4% 

52.16% 

51.32% 

50.50% 

49.75% 

49.01% I 

48.26% 

47.56% 

'46.81% 

'46.~ 

.s.11,r. 

44.1594 

43.101' 

41.98% 

40.734W. 

39.~ 

37.78% 

36.134W. 

34.38% 

32.54% 

,. 
·1i. 

~i! 
~-~ 
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Teachers Retirement Association 
Consolidation Study 

Teachers Consolidation Study 

Option #8 - Close First Class City Teachers' Plans and Move New Entrants into TRA 

Employee Employer State Admin Total Normal Expense 

Total Total Statutory Statutory Contrib Surcharge Statutory Cost as%of 

Year Actives Pavroll Rate Rate Percent Percent Rate Percent Payroll 

1993 65,268 2,156,739 4.52% 8.16% 0.00% 0.00% 12.68% 9.84% 0.15% 

1994 66,011 2,312,861 4.51% 8.15% 0.00% 0.00% 12.66% 9.82% 0.15% 

1995 66,460 2,457,955 4.51% 8.15% 0.00% 0.00% 12.66% 9.81% 0.15% 

1996 66,886 2,600,180 4.50% 8.14% 0.00% 0.00% 12.64% 9.81% 0.15% 

1997 67,296 2,745,010 4.50% 8.14% 0.00% Cl.00% 12.64% 9.80% 0.15% 

1998 67,692 2,893,857 4.50% 8.14% 0.00% 0.00% 12.64% 9.80% 0.15% 

1999 68,105 3,048,649 4.50% 8.14% 0.00% C.00% 12.64% 9.80% 0.15% 
I 

I 2000 68,471 3,204,277 4.50% 8.14% 0.00% 0.00% 12.64% 9.80% 0.15% 
I 

2001 I 68,856 3,367,252 4.50% 8.14% 0.00% 0.00% 12.64% 9.80% 0.15% 

i 20021 69,245 3,537,292 4.50% 8.14% 0.00% 0.00% 12.64% 9.80% 0.15% 

I 
I 

2003 69,615 3,711,029 4.50% 8.14% 0.00% 0.00% 12.64% 9.80% 0.15% 

2004 69,991 3,895,188 4.50% 8.14% 0.00% 0.00% 1~.64% 9.80% 0.15% 
I 

2005 70,343 4,089,884 4.50% 8.14% 0.00% 0.00% 12.64% 9.80% 0.15% 

2006 70,691 4,300,408 4.50% 8.14% 0.00% 0.00% 12.64% 9.80% 0.15% 

2007 71,029 4,524,767 4.50% 8.14% 0.00% 0.00% 12.84% 9.80% 0.15% 

2008 71,327 4,763,284 4.50% 8.14% 0.00% 0.00% 12.64% 9.80% 0.15% 

2009 71,620 5,019,064 4.50% 8.14% 0.00% 0.00% 12.64% 9.80% 0.15% 

2010 71,872 5,295,707 4.50% 8.14% 0.00% 0.00% 12.64% 9.80% 0.15% 

2011 72,156 5,604,856 4.50% 8.14% 0.00% 0.00% 12.64% 9.80% 0.15% 

2012 72,401 5,943,180 4.50% 8.14% 0.00% 0.00% 12.64% 9.80% 0.15% 

2013 72,612 6,307,337 4.50% 8.14% 0.00% 0.00% 12.64% 9.80% 0.15% 

2014 72,822 6,703,433 450% 8.14% 0.00% 0.00% 12.64% 9.80% 0.15% 

. 2015 7J~1~J 7,134,JTT 450% 814% 000% 0.00% 1264% 9.80% 0.15% 
- ____ .I -----·-

MILLIMAN 8c ROBEKfSON, INC. 

Date: 02/02/94 Time: 02:31 PM 

Supple• Total Suff/ · UAL 
mental Required (Def) BOY as%of 

Rate Rate Rate UAL PVFS Pavrofl 

2.76% 12.75% -0.07% 1,220,122 44,216,272 56.57% 

2.74% 12.71% -0.05% 1,263,201 46,038,889 54.~ 

2.75% 12.71% -0.05% 1,305,651 47,445,137 53.12' 

2.77% 12.73% -0.09% 1,347,664 48,597,904 51.83% 

2.80% 12.75% -0.11% 1,389,274 49,597,275 50.61% 

2.83% 12.78% -0.14% 1,430,371 50,458,862 49.43% 

2.87% 12.82% -0.18% 1,470,792 51,173,948 48.24% 

2.92% 12.87% -0.23% 1,510,312 51,670,411 47-13% 

2.98% 12.93% -0.29% 1,548,828 52.042,739 46 oo,r, 

3.03% 12.98% -0.34% 1,586,049 52,267,311 44.84% 

3.10% 13'.9S% -0.41% 1,621,665 52,241,895 43.7o,(. 

3.18% 13.13% -0.494W, 1,655,436 52,075,899 42.~ 

3.26~ 13.21% -0.57% 1,686,915 51,704,187 41.25% 

3.35% 13.30% -0.66% 1,715,609 51,196,697 39.@mf, 

3.45% 13.40% -0.76% 1,740,839 50,446,850 38.47% 

3.56% 13.51% -0.87% 1,761,921 49,459,316 36.99'1. 

3.69% 13.64% •1.00% 1.na,101 48,224,761 35.43% 

3.83% 13.78% -1.14% 1,788,495 46,676,206 33.n% 

4.00% 13.95% -1.31% 1,792,008 44,841,765 31.97% 

4.19% 14.14% -1.50% 1,787,150 42,657,176 30.07% 

4.44% 14.39% -1.75% 1,772,392 39,959,125 28 10% 

4.75% 14.70% -2.06% 1,746,167 36.759.0, 1 26 05% I 
5.19% 15.14% -2.50% ..!.i~606 32,909,027 .... ~~?.~ J 



OO.MLP-14 Filename: MT0_CON1 .WK4 

I 

Duluth Teachers Retirement Fund 
Consolidation Study 
Option #1 - Continue Current Program 

Employee Employer . State 
Total Total Statutory Statutory Contrlb 

Year Actives Pavroll Rate Rate Percent 

1993 1,453 42,160 4.50% 5.7QCI 0.00% 

1994 1,453 44,625 4.50% 5.79% 0.00% 

1995 1,453 47,401 4.50% 5.79% 0.00% 

1996 1·,453 49,965 4.50% 5.7QCI 0.00% 

1997 1,453 52,813 4.50% 5.79% 0.00% 

1998 1,453 55,533 4.50% 5.79% 0.00% 

1999 1,453 58,061 4.50% 5.79% 0:00% 

2000 1,453 60,628 4.50% 5.79% 0.00% 

2001 1,453 63,319 4.50% 5.79% 0,00% 

2002 1,453 66,091 4.50% 5.79% 0.00% 

2003 1,453 69,058 4.50% 5.79% 0.00% 

2004 1,453 72,237 4.50% 5.79% 0.00% 

2005 1,453 75,785 4.50% 5.79% 0.00% 

2006 1,453 79,524 4.50% 5.79% 0.00% 

2007 1,453 83,'526 4.50% 5.79% 0.00% 

2008 1,453 87,619 4.50% . ·5.79% 0.00% 

2009 1,453 92,224 4.50% 5.79% 0.00% 

2010 1,453 97,556 4.50% 5.79% 0.00% 

2011 1,453 104,069 4.50% 5.79% 0.00% 

2012 1,453 110,689 4.50% 5.79% 0.00% 

2013 1,453 117,445 . 4.50% 5.79% 0.00% 

2014 1,453 124,167 4.50% 5.79% 0.00% 

2015 1,453 132,604 4·.50% 5.79% Q.()0% 

Teachers Consolidation Study 

Admln Total Normal Expense 
Surcharge Statutory Cost H%Of 

Percent Rate Percent Payroll 

0.00% 10.29% 9.17% 0.83% 

0.00% 10.29% 9.21% 0.83% 

0.00% 10.29% 9.23% 0.83% 

0.00% 10.29% 9.25% 0.83% 

0.00% 10.29% 9.27% 0.83% 

0.00% 10.29% 9.29% 0.83% 

0.00% 10.29% 9.32% 0.83% 

0.00% 10.29% 9.35% 0.83% 

0.00% 10.29% 9.38% 0.83% 

0.00% 10.29% 9.42% 0.83% 

0.00% 10.29% 9.45% 0.83% 

0.00% 10.29% 9.49% 0.83% 

0.00% 10.29% 9.51% 0.83% 

0.00% 10.29% 9.54% 0.83% 

0.00% 10.29% 9.56% 0.83% 

0.00% 10.29% 9.59% 0.83% 

0.00% 10.29% 9.61% 0.83% 

0.00% 10.29% 9.63% 0.83% 

0.00% 10.29% 9.64% 0.83% 

0.00% 10.29% 9.65% 0.83% 

0.00% 10.29% 9.66% 0.83% 

0.00% 10.29% 9.66% 0.83% ., 
0~00% 10.29% 9.67% 0.83% 

MILLIMAN & ROB.l -~'SON, INC. 

Date: 02/02/94 Tme: 10:20 AM 

Supple- Total Sutt! UAL 
mental Required (Oerj BOY as%of 
Rate Rate Rate UAL PVFS Payroll 

0.21% 10~21% 0.08% 1,844 864,344 4.37 .. 

0.21% 10.25% 0.04% 1,875 888,284 4.2M. 

0.21% 10.27% 0.02% 1,918 914,969 4.05 .. 

0.21% 10.29% O.OO'iEi 1,965 933,852 3.93 .. 

0.21% 10.31% -0.~ 2,023 954,241 3.83 .. 

0.22% 10.34% -0.05% 2,092 968,305 J:n-4 
0.22% 10.37% -0.08% 2,174 974,599 3.74% 

0.23% 10.41% -0.12% 2,276 9n.658 3.75% 

0.25% 10.46% -0.17% 2,401 978,633 3.7gq(. 

0.26% 10.51% -0.~ 2,556 976,568 3.87"-

01.28% 10.56% -0.27'6 2,746 972,158 3.98 .. 

0.31% 10.63% -0.34% 2,971 965,754 4.11% 

0.34% 10.68% -0.39% 3,242 958,072 4.28% 

0.38% 10.75% -0.46% 3,559 946,743 4.48% 

0.42% 10.81% -0.52% 3,929 931,238 4.70% 

0.48% 10.90% -0.81% 4,353 909,785 4.97CW» 

0.55% 10.99% -0.70% 4,844 886,110 5.2SCW» 

0.63% 11.09% -0.80% 5,402 859,859 5.54CW, 

0.72% 11.19% -0.90% 6,032 832,607 5.80% 

0.85% 11.33% -1.04% 6,741 794.468 6.094Wi 

1.01% 11.50% -1.21% 7,536 744,054 6.42% 

1.24% 11.73% -1.44% 8,418 680,881 6.78CW» 

1.54% 12.04% -1.75% 9398 611.668 7.09CW» 
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Duluth Teachers Retirement Fund 
Consolidation Study 

Teachers Consolidation Study 

Option #7 - Continue Current Program except change COLA from 13th check to S81 COLA 

Employee Employer State Admln Total Normal Expense 

Total Total Statutory Statutory Contrlb Surcharge Statutory Cost as%of 

Year Actives Payroll Rate Rate Percent Percent Rate Percent Payroll 

1993 1,453 42,160 4.50% 5.79% 0.00% 0.00% 10.29% 9.17% 0.83% 

1994 1,453 44,625 4.50% 5.79% 0.00% 0.00% 10.29% 9.47% 0.83% 

1995 1,453 47,401 4.50% 5.79% 0.00% 0.00% 10.29% 9.49% 0.83% 

1996 1,453 49,965 4.50% 5.79% 0.00% 0.00% 10.29% 9.51% 0.83% 

1997 1,453 52,813 4.50% 5.79% 0.00% 0.00% 10.29% 9.53% 0.83% 

1998 1,453 55,533 4.50% 5.79% 0.00% 0.00% 10.29% 9.55% 0.83% 

1999 1,453 58,061 4.50% 5.79% 0.00% 0.00% 10.29% 9.58% 0.83% 

2000 1,453 60,628 4.50% 5.79% 0.00% 0.00% 10.29% 9.61% 0.83% 

2001 1,453 63,319 4.50% 5.79% 0.00% . 0.00% 10.29% 9.65% 0.83% 

2002 1,453 66,091 4.50% 5.79% 0.()0% 0.00% 10.29% 9.68% 0.83% 

2003 1,453 69,058 4.50% 5.79% 0.00% 0.00% 10.29% 9.72% 0.83% 

2004 1,453 72,237 4.50% 5.79% 0.00% 0.00% 10.29% 9.75% 0.83% 

' 
2005 1,453 75,785 4.50% 5.79% 0.00% 0.00% 10.29% 9.78% 0.83% 

2(X)6 1,453 79,524 4.50% 5.79% 0.00% 0.00% 10.29% 9.81% 0.83% 

2007 1,453 83,526 4.50% 5.79% 0.00% 0.00% 10.29% 9.83% 0.83% 

2008 1,453 87,619 4.50% 5.79% 0.00% 0.00% 10.29% 9.86% 0.83% 

2009 1,453 92,224 4.50% 5.79% 0.00% 0.00% 10.29% 9.88% 0.83% 

2010 1,453 97,556 4.50% 5.79% 0.00% 0.00% 10.29% 9.90% 0.83% 

2011 1,453 104,069 4.50% 5.79% 0.00% 0.00% 10.29% 9.91% 0.83% 

2012 1,453 110,689 4.50% 5.79% 0.00% 0.00% 10.29% 9.92% 0.83% 

2013 1,453 117,445 4.50% 5.79% 0.00% 0.00% 10.29% 9.93% 0.83% 

2014 1,453 124,167 4.50% 5.79% 0.00% 0.00% 10.29% 9.93% 0.83% 

2015 1,453 132,604 4.50% 5.79% 0.00% 0.00% 10.29% 9.94% 0.83% 

MILLIMAN & RORF.RTSON, INC. 

Date: 02/02/94 Time: 10:22 AM -

Supple- Total Suff/ UAL 
mental Required (Def) BOY as %of 
Rate Rate Rate UAL PVFS Pavron 

0.21% 10.21% 0.08% 1,844 864,344 4.37% 

3.69% 13.99% -3.70% 32,781 888,284 73.4'6% 

3.89% 14.21% -3.~ 35,571 914,969 75.04% 

4.13% 14.47% -4.18% 38,608 933,852 n.21cw. 

4.39% 14.75% -4.46% 41,917 954,241 79.37% 

4.70% . 15.08% -4.19% 45,519 968,305 81.97% 

5.07% 15.-48% -5.19% 49,442 974,599 85.16% 

5.49% 15.93% -5.64% 53,721 9TT,658 88.61% 

5.97% 16.45% -6.16% 58,384 978,633 92.21% 

6.50% 17.01% -6.72% 63,471 976,568 96.04% 

7.10% 17.65% -7.36% 69,020 972,158 99.95% 

7.TT% 18.35% -8.06% 75,069 965,754 103.92% 

8.52% 19.13% -8.84% 81,668 958,072 107.76% 

9.39% 20.03% -9.7-4% 88,863 946,743 111.7◄% 

10.38% 21.04% -10.75% 96,706 931,238 115.78-... 

11.57% 22.26% -11.97% 105,249 909,785 120.1~ 

12.93% 23.&4% -13.35% 114,561 886,110 124.22% 

14.50% 25.23% -14.94% 12◄,703 859,859 127.83% 

16.30% 27.04% -16.75% 135,748 832,607 130.44% 

18.60% 29.35% -19.06% 147,TT6 794,468 133.51% 

21.62% 32.38% -22.09% 160,870 744,054 136.97% 

25.72% 3648% -26.19% 175,116 680,881 141 .03% 

31.16% 41.93% -31.64% 190,615 611,668 143 75% 
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Duluth Teachers Retirement Fund 
Consolidation Study 

Teachers Consolidation Study 

Option #8 - Close First Class City Teachers' Plans to New Entrants 

EmployH Employer Statei Admln Total Normal Expense 
Total Total Statutory Statutory Contrlb Surcharge Statutory Cost as%of 

Year Actives Payroll Rate Rat• Percent Percent Rate Percent Payroll 

1993 1,453 42,160 4.50% 5.79% 0.00% 0.00% 10.29% 9.17% 0.83% 

1994 1,356 42,156 4.50% 5.79% 0.00% 0.00% 10.29% 9.18% 0.87% 

I 1995 1,294 43,091 4.50% 5.79% 0.00% 0.00% 10.29% 9.18% 0.88% 

1996 1,230 43,527 4.50% 5.79% 0.00% 0.00% 10.29% 9.19% 0.90% 

1997 1,172 44,173 4.50% 5.79% 0.00% 0.00% 10.29% 9.20% 0.92% 

1998 1.112 44,367 4.50% 5.79% 0.00% 0.00% 10.29% 9.20% 0.93% 

1999 1,050 44,006 4.50% 5.79% 0.00% 0.00% 10.29% 9.21% 0.95% 

2000 989 43,395 4.50% 5.79% 0.00% 0.00% 10.29% 9.23% 0.96% 

2001 924 42,395 4.50% 5.79% 0.00% 0.00% 10.29% 9.24% 0.97% 

2002 859 41,069 4.50% 5.79% 0.00% 0.00% 10.29% 9.27% 0.99% 

2003 804 39,941 4.50% 5.79% 0.00% 0.()0% 10.29% 9.29% 1.00% 

2004 738 38,074 4.50% 5.79% 0.00% 0.00% 10.29% 9.32% 1.02% 
I 

2005 683 36,603 4.50% 5.79% 0.00% 0.00% 10.29% 9.35% 1.04% 

2006 633 35,086 4.50% 5.79% 0.00% 0.00% 10.29% 9.38% 1.05% 

2007 589 33,659 4.50% 5.79% 0.00% 0.00% 10.29% 9.41% 1.06% 

2008 535 31,192 4.50% 5.79% 0.00% 0.00% 10.29% 9.45% 1.08% 

2009 492 29,314 4.50% 5_7g% 0.00% 0.00% 10.29% 9.49% 1.10% 

2010 447 27,421 4.50% 5.79% 0.00% 0.00% 10.29% 9.52% 1.12°' 

2011 365 23,286 4.50% 5.79% 0.00% 0.00% 10.29% 9.54% 1.19% 

2012 313 20,542 4.50% 5.79% 0.00% 0.00% 10.29% 9.57% 1.23% 

2013 273 18,070 4.50% 5.79% 0.00% 0.00% 10.29% 9.59% 1.28% 

2014 233 14,745 . 4.50% 5.79% 0.00% 0.00% 10.29% 9.62% 1.38% 

2015 195 12,440 4.50% 5.80% 0.00% 0.00% 10.30% 9.65% 1.48% 

MULIMAN & ROBER iN, INC. 

_.,..,.,., 

Date: 02/0ll94 Time: 10:26 AM 

Suppl11t• Total Suff/ UAL 
mental Required (Def) BOY as%of 
Rate Rate Rate UAL PVFS Pavroll 

0.21% 10.21% 0.08% 1,844 864,344 4.37% 

0.41% 10.46% -0.17% 1,875 10.75 4.45% 

0.42% 10.48% -0.19% 1,928 10.62 4.47% 

0.44% 10.53% -0.24% 1.~ 10.49 4.5894 

0.45% 10.57% -0.28% 2,072 10.35 4.69% 

0.48% 10.61% -0.32% 2,166 . 10.18 4.88% 

0.52% 10.68% -0.39% 2,275 10.01 5.1791» 

0.56% 10.75% -0.46% 2,408 9.83 5.5591» 

0.63% 10.84% -0.55% 2,565 9.63 6.05% 

0.71% 10.97% -0.68% 2,751 9.41 6.70% 

0.81% 11.10% -0.81% 2,971 9.17 7.440Jf» 

0.95% ·11.~ -1.c:)(B 3,225 8.90 8.47% 

1.12% 11.51% -1.22% 3,519 8.62 9.6191» 

1.32% 11.75% -1.46~ 3,855 8.32 10.99% 

1.58% 12.05% -1.76% 4,234 7.98 12.58% 

1.96% 12.G% -2.20% 4,656 7.63 1 ◄.93% 

2.42% 13.01% -2.72% 5,132 7.23 17.51% 

3.03% 13.67% -3.38% 5,660 6.81 20.6◄% 

4.22% 14.95% -4.66% 6,242 6.35 26.81% 

5.71% 16.51% -6.22% 6,878 5.86 33.48% 

7.89'% 18.75% -8.47% 7,573 · 5.31 41.91% 

11.94% 22.94% -12.65% 8,326 4.73 56.47% 

17.93% 29.06% -18.76% 9143 4.10 73.50% 



06-MLP-14 Filename: MTOCON12.WK4 Teachers Consolidation Study Date: 02/02/94 Time: 10:31 AM ~ 

Duluth Teachers Retirement Fund 
Consolidation Study . 
Option #12 - Close First Class City Teachers' Plans to New Entrants and Provide "Greater of' Benefits for Current Employees Only 

Employee Employer State Admin Total Normal Expense Supple- Total Suff/ UAL 
Total Total Statutory Statutory . Contrlb Surcharge Statutory Cost as% of mental Required (Def) BOY H'Jf.Of 

Year Actives Payroll Rate Rate Percent Percent Rate Percent Payroll Rate Rate Rafe UAL PVFS Payroll 

1993 1,453 42,160 4.50% 5.79% 0.00% 0.00% 10.29% 9.17% 0.83% 0.21% 10.21% 0.08% 1,644 864,344 4.37% 

1994 1,356 42,156 4.50% 5.79% 0.00% 0.00% 10.29% 10.00% 0.87% 9.21% 20.08% -9.79% 41,721 10.75 98.97% 

1995 1,294 43,091 4.50% 5.7e«W. · 0.00% 0.00%, 10.29% 10.00% 0.88% 9.95% 20.83% -10.54% 45,521 10.62 105.~4W» 

1996 1,230 43,527 4.50% 5,7911, 0.00% 0.00~ 10.29% 10.01% 0.00% 10.88% 21.79% -11.SOCW» 49,658 10.49 11◄.~ 

1997 1,172 44,173 4.50% 5.7K O.O<Ytl» 0.00% 10.2"» 10.01% 0.92'Wt 11.85% 22.78% -12.4916 54,160 10.35 122.81"-

1998 1,112 44,367 4.50% 5.79% 0.00% 0.00% 10.29% 10.02% 0.93% 13.08% 24.03% -13.74% 59,058 10.18 133.11"» 

1999 1,050 44,006 4.50% 5.79% 0.00% 0.00% 10.29% 10.03% 0.95% 14.62% 25.60% -15.31% 64,382 10.01 146.301J. 

2000 989 43,395 4.50% 5.79% 0.00% 0.00% 10.29% 10.05% 0.96% 16.45% 27.46% -17.17% 70,170 9.83 161.70.. 

2001 924 42,395 4.50% 5.79% 0.00% 0.00% 10.29% 10.07% 0.97% 18.73% 29.niw, -19.4'8% 76,458 9.63 180.35"» 

2002 859 41,069 4.50% 5.79% 0.00% 0.00% 10.29% 10.09% 0.99% 21.55% 32.83% -22.34% 83,288 9.41 202.801' 

2003 804 39,941 4.50% 5.79% 0.00% 0.00% 10.29% 10.12% 1.00% 2.c.niw, 35.89% -25.60% 90,706 9.17 227.10.. 

2004 738 38,074 4.50% 5.79% 0.00% 0.00% 10.29% 10.15% 1.02% 29.15% 40.32% -30.03% 98,761 8.90 259.39% 

2005 683 36,603 4.50% 5.79% 0.00% , 0.00% 10.29% 10.18% 1.04% 34.07% 45.29% -35.00% 107,504 8.62 293.7crlt 

2006 633 35,086 4.50% 5.79% 0.00% 0.00% 10.29% 10.21% 1.05% 40.08% 51.34% -41.05% 116,995 8.32 333.45"» 

'2007 589 33,659 4.50% 5.79% 0.00% 0.00% 10.29% 10.24% 1.06% 47.39% 58.69% -48.40% 127,296 7.98 378.194Wt 

2008 535 31,192 4.50% 5.79% 0.00% i 0.00% 10.29% 10.30% 1.08% 58.18% 69.56% -59.27% 138,473 7.63 443.9-1% 

2009 492 29,314 4.50% 5.79% 0.00% 0.00% 10.29% 10.33% 1.10% 71.06% 82.49% -72.20% 150,598 7.23 513.7 .. % 

2010 447 27,421 11.50% 5.79% 0.00% 0.00% 10.291' 10.37% 1.12% 87.69% 99.18% -88.89% 163,748 6.81 597.17% 

2011 365 23,286 4.50% 5.79% 0.00% 0.00% 10.29% 10.39% 1.19% 120.39% 131.97% -121.68% 178,010 6.35 764.454W» 

2012 313 20,542 4.50% 5.79% 0.00% 
1

• 0.00% 10.29% 10.42% 1.23% 160.70% 1n.35% -162.06% 193,452 5.86 941.73% 

· 2013 273 18,070 4.50% 5.79% 0.00% 0.00% 10.29% 10.45% 1.28% 219.06% 230.79% -220.50% 210,188 5.31 1163.19% 

2014 233 14,745 4.50% 5.79% 0.00% 0.00% 10.29% 10.47% 1.38% 327.38% 339.23% -328.94% 228,325 4.73 1548.49% 

2015 195 12,440 4.50% 5.80% 0.00% 0.00% 10.30% 10.51% 1.48% 486.18% 498.17% -487.87% 247 972 4.10 1993.34% 

Mll.UMAN & ROHEKl'SON, INC. 
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Duluth Teachers Retirement Fund 
Consolidation Study 

Teachers Conaolldatlon Study Date: 02/02194 Time: 10:32 AM 

Option #13 - Close First Class City Teachers' Plans to New Entrants and Provide "Greater of" Benefits for All Current Members 

Employee Employer State Admln Total Normal _Expense Supple- Total Suffl UAL 
Total Total Statutory Statutory Contrlb Surcharge Statutory Cost as%of mental Required (Def) BOY as%of 

Year Actives Payroll Rate Rat• Percent Percent · Rate Percent Payroll Rite Rate Rate UAL PVFS Payroll 

1993 1,453 42,160 4.50% 5.7K 0.00% 0.00% 10.2G% 9.17% 0.83% 0.21% 10.21% 0.08% 1.~ 864,344 4.~ 

1994 1,356 42,156 4.50% 5.79% 0.00% 0.00% 10.29% 10.00% 0.87% 9.97% 20.84% -10.55% 45,164 10.75 107.13' 

1995 1,294 43,0Q1 4.50% 5,7g% 0.00% 0.00% 10.29% 10.00% 0.88% 10.76% 21.64'% ·11.35% 49,256 10.62 114.31~ 

1996 1,230 43,527 . 4.50% 5.79% 0.00% 0.00% 10.29% 10.01% 0.90% 11.76% 22.67% -12.38% 53,711 10.49 123.~ 

1997 1,172 44,173 4.50% 5.79% 0.00% 0.00% 10.29% 10.01% 0.92% 12.81% 23.74% -13.45% 58,558 10.35 132.56% 

1998 1,112 44,367 4.50% 5.79% 0.00% 0.00% 10.29% 10.02% 0.93% 1,J.13% 25.08% -14.79% 63,829 10.18 143.e&W. 

I 1999 1,050 44,006 4.50% 5.79% 0,00% 0.00% 10.29% 10.03% ·o.95% 15.79% 26.n% -16.48% 69,559 10.01 158.0711Jf» 

I 2000 989 43,395 4.50% 5.79% 0:00% 0.00% 10.29% 10.05% 0.96% 11.n% 28.78% -18.49% 75,787 9.83 174.64% 

2001 924 42,395 4.50% 5.79% 0100% 0.00% 10.29% 10.07% 0.97% 20.22% 31.26% -20.97% 82,552 9.63 194. 72IIJf» 

2002 859 41,069 4.50% 5.79% 0;00% .0.00% 10.29% 10.09% 0.99% 23.26% 34.34% -24.05% 89,900 9.41 218.901' 

2003 804 39,941 4.50% 5.79% 0~00% 0.00% 10.29% 10.12% 1.00% 2e..72% 37JM% -27.55% 97,880 9.17 245.~ 

2004 738 38,~74 4.50% 5.79% 0.00% 0.00% 10.29% 10.15% 1.02% · 31.44% 42.61% -32.32% 106,545 8.90 279.844ft 

2005 683 36,603 4.50% 5.79% 0.00% 0.00% 10.29% 10.18% 1.04% 36.75% 47.97% -37.68% 115,950 8.62 316.78~ 

2006 633 35,086 4.50% 5.79% 0.00% 0.00% 10.2S% 10.21% 1.05% -13.22% S4.'48% -44.19% 126,159 8.32 359.57 .. 

2007 589 33,659 4.50% 5.79% 0.00% 0.00% 10.29% 10.24% 1.06% 51.09% 82.39% -52.101(, 137,239 7.98 407.73 .. 

2008 535 31,192 4.50% 5.79% 0.00% 0.00% 10.29% 10.30% 1.08% 82.72% 74.10CJf» -63.81% 149,261 7.63 478.53'1 

2009 492 29,314 4.50% 5.79% 0.00% 0.00% 10.29% 10.33% 1.10% 76.58% 88.01% -n.12% 162,303 7.23 553.6794 

2010 447 27,421 4.50% 5.79% 0.00% 0.00% 10.29% 10.37% 1.12% 94.49% 105.98% -95.69% 176,448 6.81 643.4"' 

2011 365 23,286 4.50% 5.79% 0.00% 0.00% 10.29% 10.39% 1.19% 129.70% 141.28% -130.99% 191,789 6.35 823.634ft 

2012 313 20,542 4.50% 5.79% 0.00% 0.00% 10.29% 10.42% 1.23% 173.12°JJ 184.n% -174.48% 208,402 5.86 1014.SO'lt 

2013 273 16,070 4.50% 5.79% 0.00% 0.00% 10.29% 10.45% 1.28% 235.96% 247.69% -237.40% 226,409 5.31 1252.96% 

2014 233 14,745 4.50% 5.79% 0.00% 0.00% 10.29% 10.47% 1.38% 352.51% 364.46% -354.17% 245,925 4.73 1667.85% 

2015 195 12,440 4.50% 5.80% 0.00% 0.00% 10.30% 10.51 % 1.48% 523.152% 535.61% -525.31 % 267 068 4.10 2146 84% -

MILLIMAN & ROBl SON, INC. 



06-MLP-14 Filename: MTS_CON1 .WK4 

St. Paul Teachers Retirement Fund 
Consolidation Study 
Option #1 - Continue Current Program 

Employee Employer State 

Total Total Statutory Statutory Contrib 

Year Actives Payroll Rate Rate Percent 

1993 3,441 130,921 6.19% 8.68% 0.38% 

1994 3,441 136,089 6.01% 8.87% 0.38% 

1995 3,441 142,952 5.90% 9.55% 0.37% 

1996 3,441 150,241 5.80% 9.44% 0.36% 

1997 3,441 157,636 5.68% 9.32% 0.36% 

1998 3,441 165,759 5.57% 9.21% 0.35% 

1999 3,441 173,347 5.46% 9.10% 0.34% 

2000 3,441 182,000 5.36% 9.00% 0.34% 

2001 3,441 190,309 5.26% 8.90% 0.33% 

2002 3,441 199,417 5.15% 8.79% 0.33% 

2003 3,441 208,248 5.04% 8.68% 0.32% 

2004 3,441 ~17,998 4.92% · 8.56% 0.32% 

2005 3,441 228,286 4.82% 8.46% 0.31% 

2006 3,441 240,147 4.74% 8.38% 0.31% 

2007 3,441 . 252,405 4.66% 8.30% 0.30% 

2008 3,441 265,903 4.60% 8.24% 0.29% 

2009 3,441 280,218 -1.56% 8.20% 0.29% 

2010 3,441 296,457 4.54% 8.18% 0.28% 

2011 3,441 313,893 4.52% 8.16% 0;27% 

2012 3,441 332,934 4.51% 8.15% 0.26% 

2013 3,441 353,139 4.50% 8.14% 0.2ij% 

2014 3,441 375,599 4.50% 8.14% 0.25% 

2015 3,441 399,960 4.50% 8.14% 0.24% 
--

Teachers Consolldatlon Study 

Admin Total Normal Expense 
Surcharge Statutory Cost as '4 of 

Percent Rate Percent Payroll 

0.12% 15.37% 11.78% 0.27% 

0.12% 15.38% 11.43% 0.27% 

0.12% 15.94% 11.24% 0.27% 

0.12% 15.72% 11.06% 0.27% 

0.12% 15.48% 10.85% 0:27% 

0.12% 15.25% 10.67% 0.27% 

0.12% 15.02% 10.47% 0.27% 

0.12% 14.82% 10.30% 0.27% 

0.12% 14.61% 10.12% 0.27% 

0.12% 14.39% 9.93% 0.27% 

0.12% 14.16% 9.73% 0.27% 

0.12% 13.92% 9.54% 0.27% 

0.12% 13.71% 9.36% 0.27% 

0.12% 13.55% 9.21% 0.27% 

0.12% 13.38% 9.08% 0.27% 

0.12% 13.25% 8.98% 0.27% 

0.12% 13.17% 8.91% 0.27% 

0.12% 13.12% 8.86% 0.27% 

0.12% 13.07% 8.83% 0.27% 

0.12% 13.04% 8.81% 0.27% 

0.12% 13.02% 8.81% 0.27% 

0.12% 13.01% 8.80% 0.27% 

0.12% 13.00% 8.80% 0.27% 

MILLIMAN & ROBEfITSON, INC. 

Date: Time:02:34 PM02/02/94 

Supple- Total Suff/ UAL 
mental Required (Def) eov· as% of 
Rate Rate Rate UAL PVFS Pavroll 

6.63% 18.68% -3.31% 1n.e91 2,683,742 135.88% 

6.96% 18.66% -3.28% 188,478 2,708,935 138.SOCW, 

7.22% 18.73% -2.79% 199,278 2,759,367 139.«>4Ai 

7.46% 18.79% -3.07% 209,614 2,808,037 139.52% 

7.74% 18.86% -3.38% 220,547 2,848,188 139.91% 

8.03% 18.97% -3.72% 232,133 2,890,270 140.04% 

8.40% 19.14% -4.1~ 244,395 2,909,767 140.~ 

8.77% 19.34% -4.5~ 257,421 2,934,833 141.4-4% 

9.22% 19.61% -5.()()Cf, 271.230 2,941,329 142.5~ 

9.70% 19.90% -5.51% 285,910 2,946,599 143.37.., 

10.28% 20.28% -6.12% 301,505 2,931,601 144.78«w» 

10.92% 20.73% -6.81% 318,116 2,914,476 145.93«w» 

11.64% 21.27% -7.56% 335,796 2,885,982 147.cmr. 

12.40% 21.88% -8.33% 354,612 2,858,975 1 ◄7.66«w» 

13.31% 22.66% -9.28% 374,597 2,81-1,075 148.41'4 

1 ◄ .34'Wt 23.594Mt -10.~CW» 395,827 2,760,99-1 1.ce.es, 
15.54% 24'.72% -11.55% 418,359 2,692,417 149.~ 

16.93% ~.06% ·12JM% 442,255 2,612,964 149.18'4 

18.62% 27.72% -14.65% 467,552 2,511,310 148.95.., 

20.69% 29.n% -16.73% 494,317 2,389,632 148.47% 

23.36% 32.44% -19.42% 522,605 2,237.257 147.~ 

26.82% 35.89% -22.88% 552,497 2,059,638 147.10% 

31.66% 40.73% -27.73% 584,040 1,644,913 146.02% 



06-MLP-14 Filename: MTS_CON7.WK4 

St. Paul Teachers Retirement Fund 
Consolidation Study 

teachers Consolidation Study 

Option #7 • Continue Current Program except change COLA from 13th check to S81 COLA 

Employee Employer State Admin Total Normal Expense 
Total Total Statutory Statutory Contrlb Surcharge Statutory Cost as%of 

Year Actives Pavroll Rate. Rate Percent Percent Rate l?ercent Payroll 

1993 3,441 130,921 6.19% 8.88% 0.38% 0.12% 15.37% 11.78% 0.27% 

1994 3,441 136,089 6.01% 8.87% 0.38% 0.12% 15.38% 11.97% 0.27% 

1995 3,441 142,952 5.90% 9.55% 0.37% 0.12% 15.94% 11.n% 0.27% 

1996 3,441 150,241 5.80% 9.44% 0.36% 0.12% 15.72" 11.58% 0.27% 

1997 3,441 157,636 . 5.68% 9.32% 0.38% 0.12% 15.48% 11.36% 0.27% 

1998 3,441 165,759 5.57% 9.21% 0.35% 0.12% 15.25% 11.17% 0.27% 

1999 3,441 173,347 5.46% 9.10% 0.34% 0.12% 15.02% 10.96% 0.27% 

2000 3,441 182,000 5.36% 9.00% 0.34% 0.12% 14.82% 10.79% 0.27% 

2001 3,441 190,309 5.26% 8.90% 0.33% 0.12% 14.61% 10.60% 0.27% 

2002 3,441 199,417 5.15% 8.79% 0.33% 0.12% 14.39% 10.40% 0.2'1% 

2003 3,441 208,248 5.04% 8.68% 0.32% 0.12% 1 ◄.16%· 10.19% 0.27% 

2004 3,441 ~17,998 4.92% 8.56% 0.32% 0.12% 13.92% 9.98% 0.27% 

2005 3,441 228,286 4.82% 8.46% 0.31% 0.12% 13.71% 9.80% 0.27% 

2006 3,441 2~,147 4.74% 8.38% 0.31% 0.12% 13.55'16 9.64% 0.27% 

2007 3,441 252,405 4.66% 8.30% 0.30% 0.12% 13.38% 9.51% 0.27% 

2008 3,441 265,903 4.60% 8.24% 0.29% 0.12% 13.25% 9.40% 0.27'6 

2009 3,441 280,218 4.56% 8.20% 0.29% 0.12% 13.17% 9.33% 0.27% 

2010 3,441 296,457 4.54% 8.18% 0.28% 0.12% 13.12% 9.28% 0.27% 

2011 3,441 313,893 4.52% 8.16% 0.27% 0.12% 13.07% 9.24% 0.27% 

2012 3,441 332,934 4.51% 8.15% 0.26% 0.12% 13.04% 9.23% 0.27% 

2013 3,441 353,139 4.50% 8.14% 0.26% 0.12% 13.02% 9.22% 0.27% 

2014 3,441 375,599 4.50% 8.14% .0.25% 0.12% 13.01 % 9.22% 0.27% 

2015 3,441 399,960 4.50% 8.14% 0.24% 0.12% 13.00% 9.21% 0.27% 

MILLlMAN & ROREh ,DN, INC. 

Date: 02/02194 rime: 1 o 45 AM 

Supple- Total Suff/ UAL 
mental Required (Def) BOY as%of 

Rate Rate Rate UAL PVFS Payroll 

6.63% 18.68% -3.31% 1n,as1 2,683,742 135.881' 

11.186% 23.90% -8.52% 31s.n2 2,708,935 232.031' 

12.25% 2◄.294)(. -8.35% 338,153 2,759,367 236.5541> 

12.186% 24.71% -8.99% 361,079 2,808,037 2«>.~ 

13.54% 25.17% -9.69% 385,699 2,848,188 244.~ 

14.26% 25.70% -10.45% 412,160 2,890,270 248.6511» 

15.14% 26.37% -11.35% 440,588 2,909,767 254_17tr, 

16.05% 27.11% -12.29% 471,178 2,934,833 258.894W, 

17.U% 28.01% -13.40% 504,on 2,941,329 264.87tr, 

18.31% 28.98% -14.59% 539,485 2,946,599 270.53tr, 

19.10%, 30.16% -16.00% sn,603 2,931,601 2n.36% 

21.23% 31.-48% -17.56% 618,673 2,914,476 283.80'% 

22.97% 33.04% -19.33% - 662,918 2,885,982 290.3941 

24.615% 34.76% -21.21% 710,584 2,858,975 295.89% 

27.07% 36.85% -23.47% 761,908 2,814,075 301.86% 

~.80% 39.27tr, -26.02% 817,180 2,760,994 307.~ 

32.56% ◄2.16% -28.~ 876,694 2,692,417 312.~ 

36.00% 45.55% -32.43% 940,769 2,612,964 317.34tJ(, 

40.21% G.~ -38.65% 1,009,725 2,511,310 321.68 .. 

'15.35% 54.86% -41.82% 1,083,930 2,389,632 325.5794 

52.02% 81.51% -48.49% 1,163,n0 · 2,237.~7 329.55% 

60.67% 70.16% -57.15% 1,249,682 2,059,638 332.72% 

72.75% 82.23% -69:23% 1,342,102 1,844,913 335.56% 



06-MLP-14 Filename: MTS_ CON8.WK4 

St. Paul Teachers Retirement Fund 
Consolidation Study 

Teachers Consolidation Study 

Option #8 - Close First Class City Teachers' Plans to New Entrants 

Employee Employer State Adndn Total Normal Expense 

Total Total Statutory Statutory Contrlb Surcharge Statu!ory Cost as%of 

Year Actives Payroll Rate Rate Percent Percent Rate Percent Payroll 

1993 3,441 130,921 6.19% 8.68% 0.38% 0.12% 15.37% 11.78% 0.27% 

1994 3,124 126,100 6.13% 9.09% 0.41% 0.13% · 15.76% 11.64% 0.28% 

1995 2,902 124,864 6.11% 9.75% 0.42% 0.13% 16.41% 11.59% 0.28% 

I 
1996 2,695 123,578 6.08% 9.72% 0.44% 0.14% 1638% 11.55% 0.29% 

1997 2,499 121.ng 6.03% 9.67% 0.46% 0.14% 16.30% 11.46% 0.29% 

1998 2,314 120,073 5.98% 9.62% 0.48% 0.15% 16.23% 11.38% 0.30% 

1999 2,137 ! 117,049 593% 9.57% 0.51% 0.15%. 16.16% 11.28% 0.30% 

, 2000 I 1,983 ! 114,961 5.87% 9.51% 0.53% 0.15% 16.06% 11.18% 0.30% 
, I I 
'. 2001 1 1,828 I 111,323 5.80% 9.44% 0.57% 0.16% 15.97% 11.06% 0.31% 

I 
; 

2002 1,683; 107,735 5.70% 9.35% 0.60% 0.16% 15.61% 10.89% 0.31% 

2003 1,540 102,665 5.59% 9.23% 0.65% 0.16% 15.63% 10.69% 0.31% 

2004 1,397 ,97,092 5.45% 9.09% 0.71% 0.17% 15.42% 10.416% 0.32% 

2005 1,260 90,891 5.31% 8.95% 0.78% 0.17% 15.21% 10.21% 0.32% 

2006 1,146 86,174 5.16% 8.80% 0.85% 0.17% 14.98% 9.95% 0.32% 

2007 1,033 80,349 5.01% 8.65% 0.94% 0.18% 14.78% 9.69% 0.33% 

2008 920 74,065 4.87% 8.51% 1.05% 0.18% 14.61% 9.44% 0.33% 

2009 812 67,158 ◄.n% 8.41% 1.19% 0.10% 14.56% 9.27% O.:k% 

2010 734 62,816 4.67% 8.31% 1.31% 0.19% 14.48% 9.10% 0.34% 

2011 645 56,884 4.60% 8.24% 1.49% 0.20% 14.53% 8.97% 0.35% 

2012 570 s1.an 4.55% 8.19% 1.69% 0.21% 14.64% 8.90% 0.36% 

2013 508 47,350 4.53% 8.17% 1.90% 0.21% 14.81% 8.86% 0.36% 

2014 439 42,272 4.51% 8.15% 2.20% 0.22% 15.08% 8.82% 0.37% 

2015 379 37,872 4.50% 8.14% 2.53% 0.23% 15.40% 8.80% 0.38% 

MIU ... 1~"1 & ROBERTSON, INC. 

Date: 02/02194 Time: 10:55 . .\M 

Supple- Total Suff/ UAL 
mental Required (Def) BOY as%of 
Rate Rate Rat• UAL PVFS Payroll 

6.63% 18.68% -3.31% 1n,891 2,683,742 135.88CW. 

13.90% 25.82% -10.06% 188,478 10.75 149.◄7CW. 

15.04% 26.91% -10.5()04 199,440 10.62 159.7JCW. 

16.24% 28.08% -11.70% 210,486 10.49 170.33CW. 

17.65% 29.40% -13.10% 222,519 10.35 182.~ 

19.28% 30.96% -14.73% 235,651 10.18 196.26CW. 

21°.33% 32.91% -16.75% 249,970 10.01 213.56CW. 

23.51% 34.99% -18.93% 265,637 9.83 231.07% 

26.37% 37.74% -21.n% 282,723 963 253.97% 

29.73% 40.93% -25.12% 301,418 9 41 279.78% 

34.19% 45.19% -29.56% 321,859 9.17 313.51% 

39.84% 50.62% -35.20% 344,263 8.90 354_57,r, 

47.07% 57.60% -42.39% 368,818 8.62 405.78'W, 

55.19% 65.46% -50.48% 395,727 8.32 459.22"" 

66.~ 78.32% -81.54% 425,128 7.98 529.10.. 

80.92% 90.8916 -78.08% 457,27◄ 7.63 617.3" 

101.41% 111.02% -96.46% 492,407 7.23 733.21-At 

124.08% 133.52% 119.04% 530,793 6.81 845.00C-. 

158.52% 167.84% 153.31% 572,604 6.35 1006.61% 

203.35% 212.61% ►197.97% 618,185 5.86 1191.63% 

265.61% 274:83% ~260.02% 667,815 5.31 1410.39~ 

361.01% 370.20% .355.12% 721,814 4.73 170756% 

502.70% 511.88% ~496.48% 780,572 4 10 2061.06% 



06-MLP-14 Filename: MTSCON12.WK4 Teachers Consolidation Study Date: 02I02l94 Time: 10:49 AM 

St. Paul Teachers Retirement Fund 
Consolidation Study . 
Option #12 -Close First Class City Teachers' Plans to New Entrants and· Provide "Greater of" Benefits for Active Employees Only 

EmployH Employer State Admln Total Normal Expense Supple- Total Suff/ UAL 

Total Total Statutory Statutory Contrlb Surcharge Statutory Cost as%of mental Required (Def) BOY as%of 

Year Actives Payroll Rate Rate Percent Percent Rate Percent Payroll Ratte Rate Rate UAL PVFS Payroll 

1993 3,441 130,921 6.19% 8.68% 0.38% 0.12% • 15.37% 11.78% 0.27% 6.63% 18.68% -3.31% 1TT,891 2,683,742 135.88% 

1994 3,124 126,100 6.13% 9.09% 0.41% 0.13% 15.76% 13.38% 0.28% 24.90% 38.56% -22.80% 337,531 10.75 267.67CWJ 

1995 2,902 124,864 6.11% 9.75% 0.42% 0.13% 16.41% 13.33% 0.28% 27.41% 41.02% -24.61% 363,458 10.62 291.08% 

,I 

I 1996 2,695 123,578 6.08% 9.72% 0.44% 0.14% 16.38% 13.28% 0.29% 30.14% 43.71% -27.33% 390,709 10.49 316.16% 

I 1997 2,499 121,779 6.03% 9.67% 0.46% 0.14% 16.30% 13.18% 0.29% 33.35% 46.82% . -30.52% 420,292 10.35 345.13% 

I 1998 2,314 120,073 5.98% 9.62% 0.48% 0.15% 
I 

16.23% 13.08% 0.30% 37.01% 50.39% -34.16% 452,418 10.18 376.79% 

I 
1999 2,137 117,049 5.93% 9.57% 0.51% 0.15% 16.16% 12.97% 0.30% 41.59% 54.86% -38.70% 487,298 10.01 416.32% 

2000 1,983 114,961 5.87% 9.51% 0.53% 0.15% 16.06% 12.85% 0.30% 46.48% 59.63% -43.57% 525,200 9.83 456.SSCWJ 

2001 1,828 111,323 5.80% 9.44% 0.57% 0.16% 15.97% 12.72% 0.31% 52.83% 65.86% -49.89% 566,357 9.63 508.754l» 

2002 1,683 107,735 5.70% 9.35% 0.60% 0.16% 15.81% 12.53% ~ 0.31% 60.28% 73.12% -57.31% 811,085 9.41 567.211' 

2003 1,540 102,665 5.59% 9.23% 0.65% 0.18% 15.63% 12.2P% 0.31% 70.107% .82.87% -e7.04% 659,684 9.17 642.se-At 

2004 1,397 97,092 5.45% 9.09% 0.71% 0.17% 15.42% 12.02% 0.32% 82.46% 94.80% -79.38% 712,519 8.90 733.~ 

2005 1,260 90,891 5.31% 8.95% 0.78% 0.17% 15.21% 11.74% 0.32% 98.27% 110.33% -95.1~ 769,963 8.62 847.1JCWt 

2006 1,146 86,174 5.16% 8.80% 0.85% 0.17% 14.98% 11.44% 0.32" 116.10% 127.86% -112.88% 832,420 8.32 965.98CW» 

2007 1,033 80,349 5.01% 8.65% 0.94% 0.18% 14.78% 11.15% 0.33% 140.41% 151.89% -137.11% 900,281 7.98 1120 . .-6 .. 

2008 920 74,065 4.87% 8.51% 1.05% 0.18% 14.61% 10.86% 0.33% 172.36% 183.55% -168.94% 974,032 7.63 1315.10.. 

I 2009 812 67,158 4.77% 8.41% 1.19% 0.19% 14.56% 10.66% 0.34% 217.11% 228.11% -213.55% 1,054,182 7.23 1569.71% 
I 
I 2010 734 62,816 4.67% 8.31% 1.31% 0.19% 14.48% 10.47% 0.34% 266.80% 2n.61% -263.13% 1,141,291 6.81 1816.88% I 

I 2011 645 56,884 4.60% 8.24% 1.49% 0.20% 14.53% 10.32% 0.35% 342.'15% 352.82% -338.29% · 1,235,889 6.35 2172.64CWJ 

2012 570 s1,an 4.55% 8.19% 1.69% 0.21% 14.64% 10.23% 0.36% 440.34% 450.93% -436.29% 1,338,646 5.86 2580.40% 

2013 508 47,350 4.53% 8.17% 1.90% 0.21% 14.81% 10.18% 0.36% 576.80% 587.34% -572.53% 1,450,236 5.31 3062.83% 

2014 439 42,272 4.51% 8.15% 2.20% 0.22% 15.08% 10.14% 0.37% 785.91% 796.42% -781.34% 1,571,395 4.73 3717.36% 

2015 379 37 872 4.50% 8.14% 2.53% 0.23% 15.40% 10.12% 0.38% 1096.72% 1107.22% -1091.82% 1,702,950 4.10 4496.55% 

MILLIMAN & ROBF 10N, INC. 



06-MLP-14 Filename; MTSCON13.WK4 Teachers Consolidatlon Study Date. 02/02194 Time: 10:53 AM 

St. Paul Teachers Retirement Fund 
Consolidation Study 
Option #13 - Close First Class City Teachers' Plans to New Entrants and Provide "Greater of" Benefits for All Current Members 

Employee Employer State Admln Total Normal· Expense Supple- Total Suff/ UAL 

Total Total Statutory Statutory Contrib Surcharge Statutory Cost as% of mental Required (Def) BOY as%of 

Year Actives Pavroll Rate Rate Percent Percent Rate Percent Pavroll Rate Rate Rate UAL PVFS Payroll 

1993 3,441 130,921 6.19% 8.68% 0.38% 0.12% 15.37% 11.78% 0.27% 6.63% 18.68% -3.31% 1n.a91 2,683,742 135.88% 

1994 3,124 126,100 6.13% 9.09% 0.41% 0.13% 15.76% 13.38% 0.28% 26.41% 40.07% -24.31% 357,993 10.75 283.90% 

1995 2,902 124,864 6.11% 9.75% 0.42% 0.13% 16.41% 13.33% 0.28% 29.08% 42.69% -26.28% 385,659 10.62 308.86% 

1996 2,695 123,578 6.08% 9.n«Mi 0.44% 0.14% 16.38% 13.28% 0.29% 32.00% 45.57% -29.19% 414,797 10.49 335.66% 

1997 2,499 121.ng 6.03% 9.67% 0.46% 0.14% 16.30% 13.18% 0.29% 35.42% 48.89% -32.59% 446,427 10.35 366.59% 

1998 2,314 120,073 5.98% 9.62% 0.48% 0.15% 16.23% 13.08% 0.30% 39.33% 52.71% -36.48% 480,n4 10.18 «>O.~ 

1999 2,137 117,049 5.93% 9.57% 0.51% 0.15% 16.16% 12.97% 0.30% 44.22% 57.49% -41.33% 518,064 10.01 442.6QCW, 

I 
I 

I 2000 I 1,9831 114,961 5.87% 9.51% 0.53% 0.15% 16.06% 12.85% 0.30% 49.43% 62.58% -46.52% 558,582 9.63 485.894W, 

I I 

I 
2001 1,828 i 111,323 5.80% 9.44% 0.57% 0.16% 15.97% 12.72% 0.31% 56.21% 69.24% -53.27% &n.,5n 9.63 541.~ 

2002 1,683 107,735 5.70% 9.35% 0.60% 0.16% 15.81% 12.53% 0.31% 64.15% 76.99% -61.18% 650,384 9.41 603.69CW» 

2003 1,540 102,665 5.59% 9.23% 0.65% 0.16% 15.63% 12.29% 0.31% 74.60% 87.20% -71.57% 702,323 9.17 684.~ 

2004 1,397 ~7,092 5.45% 9.09% 0.71% 0.17% 15.42% 12.02% 0.32% 87.81% 100.15% -84.73% 758,782 8.90 781.51% 

2005 1,260 90,891 5.31% 8.95% 0.78% 0.17% 15.21% 11.74% 0.32% 104.68% 116.74% -101.53% 820,158 8.62 902.35% 

2006 1,146 86,174 5.16% 8.80% 0.85% 0.17% 14.98% 11.44% 0.32% 123.70% 135.46% -120.48% 886,882 8.32 1029.18% 

2007 1,033 80,349 5.01% • 8.65% 0.94% 0.18% 14.i8% 11.15% 0.33% 149.62% 161.10% -146.32% 959,372 7.98 1194.01% 

2008 920 74,065 4.87% 8.51% 1.05% 0.18% 14.61% 10.86% 0.33% 183.70% 194.89% -160.28% 1,038,146 7.63 1..01.66% 

2009 812 67,158 4.n«Mi 8.41% 1.19% 0.19% 14.56% 10.66% 0.34% 231.44% 242.44% -227.88% 1,123,746 7.23 1673.~ 

2010 734 62,816 4.67% 8.31% 1.31% 0.19% 14.48% 10.47% 0.34% 284.44% 295.25% -2so.n% 1,216,768 6.81 1937.03% 

2011 645 56,884 4.60% 8.24% 1.49% 0.20% 14.53% 10.32% 0.35% 364.62% 375.49% -360.96% 1,317,781 6.35 2316.604W, 

2012 570 s1,an 4.55% 8.19% 1.69% 0.21% 14.64% 10.23% 0.36% 469.57% 480.16% -465.52% 1,427,499 5.86 2751.67% 

2013 508 47,350 4.53% 8.17% 1.90% 0.21% 14.81% 10.18% 0.36% 615.15% 625.69% -610.88% 1,546,642 531 3266.43% 

2014 I 439 42.272 · 4.51% 8.15% 2.20% 0.22% 1508% 10.14% 0.37% 838.23% 848.74% -833.66% 1,675,996 4.73 3964.81% I 
I 

I 

2015 3?~. __ E.P2 4 50% ----~14% _ 253% __Q__2~ --- . 15 40% 10 12% 0.38% 1169.81% 1180.31% -1164.91% .._ __ ~1~6442 ---- 410 4796_22%) 
-·-·-·----

MILLIMAN & ROBERTSON, INC. 



06-MLP-14 Filename: MTM_CON1.WK4 

Minneapolis Teachers RetirementFund 
Consolidation Study 
Option #1 - Continue Current Program 

Employee Employer State 
Total Total Statutory Statutory Contrlb 

Year Actives Payroll Rate Rate Percent 

1993 4,297 144,313 6.38% 8.91% 3.4'6% 

1994 4,297 152,432 6.19% 9.83% 3.28% 

1995 4,297 162,163 6.124W> 9.76% 3.08% 

1996 4,297 1n,300 6.05% 9.69% 2.90% 

1997 4,297 182,795 5.98% 9.62% 2.74% 

1998 4,297 193,4n 5.89% 9.53% 2.58% 

1999 4,297 204,281 5.79% 9.43% 2.45% 

2000 4,297 214,987 5.69% 9.33% 2.33% 

2001 4,297 226,401 5.58% 9.22% 2.21% 

2002 4,297 237,704 5.45% 9.09% 2.10% 

2003 4,297 249,145 5.31% 8.95% 2.01% 

2004 4,297 262,162 5.19% 8.83% 1.91% 

2005 4,297 275,390 5.07% 8.71% 1.824W> 

2006 4,297 288;841 4.92% 8.56% 1.73% 

2001 4,297 303,015 4.n% 8.41% 1.85% 

2008 4,~7 3,sa,801 ◄.88% 8.32% 1.58% 

2009 4,297 338,361 ◄.62% 8.26% 1.48% 

2010 4,297 357,760 4.57% 8.21% 1.40% 

2011 4,297 379,657 4.54% 8.18% 1.32% 

2012 4,297 402,912 4.52% 8.16% · 1.24% 

2013 4,297 427,421 4.51% 8.15% 1.17% 

2014 4,297 454,487 4.50% 8.14% 1.10% 

2015 4,297 482,170 4.50% 8.14% 1.04% 

Teachers ConsolldaUon Study 

Admln Total Nonnal Expense 
Surcharge Statutory Cost as%of 

Percent Rate Percent Pavroll 

0.27% 19.02% 12.66% 0A3% 

0.27% 19.57% 12.33% 0.43% 

0.27% 19.23% 12.21% 0.43% 

0.27% 18.91% 12.09% 0.43% 

0.27% 18.61% 11.96% 0.43% 

0.27% 18.27% 11.80% O.43li 

0.27% 17.94% 11.61 % 0.43% 

0.27% 17.62% 11.44% 0.43% 

O.27,W, 17.28% 11.24% 0.43% 

0.27% 16.91% 11.01% 0.43% 

0.27% 16.54% 10.76% 0.43% 

0.27% 16.20% 1O.S6% 0.43% 

0.27% 15.87% 10.34% 0.43% 

0.27% 15.48% 10.07% 0.43% 

0.27% 15.10% 9.81% 0.43% 

0.27% 1 ◄.83% 9.84% 0.43% 

0.27% 1 ◄.83% 9.S..% 0.43% 

0.27% 14.45% 9.44% 0.43% 

0.27% 14.31% 9.39% 0.43% 

0.27% 14.19% 9.36% 0.43% 

0.27% 14.10% 934% 0.43% 

0.27% 14.01% 9.33% 0.43% 

0.27% 13.95% 9.32% 0.43% 

MIILIMAN & ROBE .,ON, INC. 

Date: 02J02J94 Time: 02.41 PM 

Supple- Total Suff/ UAL 
mental Required (Def) BOY as%of 
Rate Rate Rite UAL PVFS Pavron 

12.74% 25.83% -8.81% 376,952 2,958,264 261.~ 

13.1K 25.95% -6.38'6 400,071 3,034,252 262.4&1t 

13.52% 26.16% -6.93% 423,258 3,130,178 261.011ft 

13.91% 26.43% -7.524W> 448,084 3,220,316 2e0.~ 

14.37% 26.76% -8.15% 474,675 3,302,n6 259.68% 

14.92% 27.15% -8.88% 503,175 3,373,sn 260.07% 

15.57% 27.61% -9.67% 533,750 3,429,023. 261.28% 

16.34% 28.21% -10.59% 566,579 3,466,758 263.541' 

17.20% 28.87% -11.59% 601,865 3,499,151 265.84 .. 

18.22% 29.66% -12.75% 639,801 3,512,328 269.161ft 

19.41% 30.60% -1 •. 06% 680,627 3,507,335 273.18% 

20.67% 31.66% -15.4'6% 724,60f 3,504,924 276.39% 

22.17% 32.94% -17.07% n1,932 3,481,470 280.31 .. 

23.93% 34.43% -18.95% 822,904 3.~.675 284.9041J. 

25.08% 38.221ft -21.12% en,&11 3,378,32◄ 289.-,0,,. 

28.22% 38.29% •23.◄8% 937,081 3,320,83,4 293.~ 

30.79% 40.76% -28.131ft 1,000,855 3,251,070 295.7" 

33.·92% 43.79% -29.34% 1,069,◄7◄ 3,153,285 298.94 .. 

37.154% ◄7.46% -33.15% 1,143,324 3,037,456 301.15'lt 

42.28% 52.07% -37.88'6 1,222,752 2,891,902 303.48-W, 

48.31% 58.08% -43.98% 1,308,181 2,707,859 306.06% 

56.'18% 65.94% -51.93% 1,400,069 2,492,229 308.05% 

67.39% n.14% -63.19% · 1,498,886 2,224,124 310.86% 



06-MLP-14 Filename: MTMCON38.WK4 

Minneapolis Teachers Retirement Fund 
Consolidation Study 

Teachers Consolidation Study 

Option #38 - Continue Current Program With Excess State Contributions Not Used By MERF 

Employee Employer State Admln Total Normal Expense 

Total Total Statutory Statutory Contrlb Surcharge Statutory Cost as% of 

Year Actives Pavroll Rate Rate Percent Percent Rate Percent Payroll 

1993 4,297 144,313 6.38% 8.91% 3.46% 0.27% 19.02% 12.66% 0.43% 

1994 4,297 152,432 6.19% 9.83% 3.28% 
... 

0.27% 19.57% 12.33% 0.43% 

1995 4,297 162,163 6.12% 9.76% 3.08% 0.27% 19.23% 12.21% 0.43% 

1996 4,297 172,300 6.05% 9.69% 2.90% 0.27% 18.91% 12.09% 0.43% 

1997 4,297 182,795 5.98% 9.62% 2.74% 0.27% 18.61% 11.96% 0.43% 

1998 4,297 193,4n 5.89% 9.53% 2.58% 0.27% 18.27% 11.80% 0.43% 

1999 4,297 204,281 5.79% 9.43% 2.45% 0.27% 17.94% 11.61% 0.43% 

2000 4,297 214,987 5.69% 9.33% 2.33% 0.27% 17.62% 11.44% 0.43% 

2001 4,297 226,401 5.58% 9.22% 2.53% 0.27% 17.60% 11.24% 0.43% 

2002 4,297 237,704 5.45% 9.09% 2.84% 0.27% 17.65% 11.01% 0.43% 

2003 4,297 249,145 5:31% 8.95% 3.13% 0.27% 17.66% 10.78% 0.43% 

2004 4,297 ~62,162 5.19% 8.83% 3.41% 0.27% 17.70% 10.56% 0.43% 

2005 4,297 275,390 5.07% 8.71% 3.69% 0.27% 17.74% 10.34% 0.43% 

2006 4,297 288,841 4.92% 8.56% 3.98% 0.27% 17.73% 10.07% 0.43% 

2007 4,297 303,015 4.n% 8.41% 4.25% 0.27% 17.70% 9.81% 0.43% 

2008 4,297 319,801 4.68% 8.32% 4.48% 0.27% 17.75% 9.64% 0.43% 

2009 4,297 338,361 4.62% 8.26% 4.57% 0.27% 17.72% 9.54% 0.43% 

2010 4,297 357,760 4.57% 8.21% 4.32% 0.27% 17.37% 9.44% 0.43% 

2011 4,297 379,657 4.54% 8.18% 4.07% 0.27% 17.06% 9.39% 0.43% 

2012 4,297 402,912 4.52% 8.16% 3.84% 0.27% 16.79% 9.36% 0.43% 

2013 4,297 427,421 4.51% 8.15% 3.62% 0.27% 1655% 9.34% 0.43% 

2014 4,297 454,487 4.50% 8.14% 3.40% 0.27% 16.31 % I 9.33% 0.43% 

201s I 4,297 482,170 4.50% 8.14% 3.21% 0.27% 1s.12% I 9.32% 0.43% 
-

MII..I.IMAN & ROBERTSON, INC. 

Date: 02J02194 Time 11 • 1 O AM 

Supple- Total Suff/ UAL 
mental Required (Def) BOY as%of 

Rate Rate Rate UAL PVFS Pavrofl 

12.74% 25.83% -6.81% 376,952 2,958,264 261.~ 

13.19% 25.95% -6.38% 400,071 3,034,252 262.~ 

13.52% 26.16% -6.93% 423,258 3,130,178 261.01,r, 

13.91% 26.43% -7.52% 448,084 3,220.316 260.0&'l, 

14.37% 26.76% -8.15% 474,675 3,302.ns 259.68% 

14.92% 27.15% -8.88% 503,175 3,373,572 260.07% 

15.57% 27.61% -9.67% 533,750 3,429,023 261.28% 

16.34% 28.21% -10.59% 566,579 3,466,758 263.54% 

17.20% 28.87% -11.27% 601,865 3,499,151 265.84% 

18.19% 29.63% -11.98% 639,033 3,512,328 268.841' 

19.33% 30.52% -12.86% 6n,980 3,507,335 272.12-w. 

20.51% 31.501' -13.80% 718,815 3,504,924 274.1K 

21.87% 32.64% -14.904W, 761,543 3,481,470 276.53., 

23.45% 33.95% -16.22% 806,243 3,438,675 279.1341 

25.25% 35.49% -17.79,f, 852,998 3,378,324 281.~ 

27.16% 37.23% -19.-48% 901,923 3,320,634 282.03 .. 

29.31% 39.28% -21.56% 952,995 3,251,070 281.65 .. 

31.92% 41.79% -24.42% 1,006,646 3,153,285 281.3741, 

35.04% 44.86% -27.80% 1,064,256 3,037,456 280.3?1, 

38.94% 48.73% -31.94% 1,126,064 2,891.902 279.48% 

44.03% 53.80% -37.25% 1,192,375 2,707,859 27897% 
I 

50.70% 60.46% -44.15% 1,263,520 2,492,229 278 01% I 

60.24% 69.99% ~53.87% 1,339,831 2,224,124 2TT88% I 



06-mlp-14 Filename: MTM_CON7.WK4 

Minneapolis Tea·chers Retirement Fund 
Consolidation Study 

Teachers ConsolldatJon Study 

Option #7 - Continue Current Program except change COLA from 13th check to SBI COLA 

Employee Employer State Admin Total Normal Expense 
Total Total Statutory Statutory Cantril> Surcharge Statutory Cost as%of 

Year Actives Pavroll Rate Rite Percent Percent Rate Percent Payroll 

1993 4,297 144,313 6.38% 8.91% 3.46% 0.'?7% 19.02% 12.66% 0.43% 
-

1994 4,297 152,432 6.19% 9.83% 3.28% 0.27% 19.57% 13.69% 0.43% 

1995 4,297 162,163 6.12% 9.76% 3.08% 0.27% 19.23% 13.55% 0.43% 

1996 4,297 172,300 6.05% 9.69% 2.90% 0.27% 18.91% 13.42% 0.43% 

1997 4,297 182,795 5.98% 9.62% 2.74% 0.27% 18.61% 13.27% 0.43% 

1998 4,297 193,4n 5.89% 9.53% 2.58% 0.27% 18.27% 13.10% 0.43% 

1999 4,297 204,281 5.79% 9.43% 2.45% 0.27% 17.94% 12.89% 0.43% 

2000 4,297 214,987 · 5.69% 9.33% 2.33% 0.27% 17.62% 12.69% 0.43% 

2001 4,297 226,401 5.58% 9.22% 2.21% 0.27% 17.28% 12.47% 0.43% 

2002 4,297 237,704 5.45% 9.09% 2.10% 0.27% 16.91% 12.23% 0.43% 

2003 4,297 249,145 5.31% 8.95% 2.01% 0.27% 16.54% 11.95% 0.43% 

2004 4,297 262,162 5.19% 8.83% 1.91% 0.27% 16.20% 11.72% 0.43% 
I 

2005 4,297 275,390 5.07% 8.71% 1.82% 0.27% 15.87% 11.47% 0.43% 

2006 4,297 288,841 4.92% 8.56'1. 1.73% 0.27% 15.48% 11.18% 0.43% 

2007 4,297 303,015 4.n'M» 8.41% 1.65% 0.27% 15.10% 10.89% 0.43% 

2008 4,297 319,801 4.68% 8.32% 1.56% 0.27% 14.83% 10.70% 0.43% 

2009 4,297 338,361 4.62% 8.26% 1.48% 0.27% 14.63% 10.59% 0.43% 

2010 4,297 357,760 4.57% 8.21% 1.40% · 0.27% 14.45% 10.48% 0.43% 

2011 4,297 379,657 4.54% 8.18% 1.32% 0.27% 14.31% 10.43% 0.43% 

2012 4,297 402,912 4.52% 8.16% 1.24% 0.2l% 14.19% 10.39% 0.43% 

2013 4,297 427,421 4.51% 8.15% 1.17% 0.27% 14.10% 10.37% 0.43% 

2014 4,297 454,487 4.50% 8.14% 1.10% 0.27% 14.01% 10.35% 0.43% 

2015 4,297 482,170 4.50% 8.14% 1.04% 0.27% 13.95% 10.35% 0.43% 

Mll.UMAN & ROBE~ .. ON, INC. 

Date: 02I02l94 Tme: 02:51 PM 

Supple- Tot1I Suff/ UAL 
mental Required (Def) BOY a%of 

Rate Rate Rate UAL PVFS Payroll 

12.74% 25.83% -6.81% 376,952 2,958,264 261.20% 

16.99% 31.11% -11.54% 515,465 3,034,252 338.16°4 

17.59% 31.57% -12.34°4 550,616 3,130,178 339.55°4 

18.28% 32.13% -13.22% 588,537 3,220,316 341.58% 

19.06% 32.76% -14.15% 629,455 3,302,ns 344.35% 

19.97% 33.50% -15.23°4 673,618 3,373,572 348.1~ 

21.04% 34.36% -16.42% 721,298 3,429,023 353.09% 
I 

22.29% 35.41% -17.~ n2.1e9 3,466,758 359.469'. 

231.67% 36.57% -19.29% 828,423 3,499,151 365.91% 

25,.30% 37.96% -21.05% 888,534 3,512,328 373.~ 

27.19% 39.57% -23.03% 953,506 3,507,335 382.71% 

29.21% 41.36% -25.16% 1,023,751 3,504,924 390.501' 

31.59% 43.49% -27.62% 1,099,683 3,481,470 399.32% 

~.37% 45.98% •30.50% 1,1e1,ne 3,438,675 409.15'4 

37.61% 48.93% -33.83% 1,270,562 3,378,324 419.319'. 

41.15% 52.28% -37.45% 1,366,586 3,320,634 427.321' 

45.23% 56.25% -41.62% 1,470,404 3,251,070 434.579'. 

50.19% 61.10% -46.65% 1,582,636 3,153,285 442.37., 

56.10% 66.96% -52.65% 1,703,979 3,037,456 448.82°JI 

63.46% 74.28% -60.09% 1,835,152 2,891,902 455.471» 

73.01% 83.81'1. -69.71% 1,976,959 2,707,859 462.53% 

85.48% 96.26% -82.25% 2,130,274 2,492,229 468.7~ 

103.23% 114.01% ~100.06% 2,296,020 2,224,124 476.189'. 



06-MLP-14 Filename: MTM_ CON8.WK4 Teachers Consolidation Study Date: 02/02194 Time· 02.51 PM 

Minneapolis Teachers Retirement Fund 
Consolidation Study · 
Option #8:. Close First Class City Teachers' Plans to New Entrants 

Employee Employer State Admln Total Normal Expense Supple- Total Suff/ UAL 

Total Total Statutory Statutory Contrib Surcharge Statutory Cost as%of mental Required (Def) BOY as% of 

Year Actives Pavroll Rate Rate Percent Percent Rate Percent Payroll Rate Rate Rate UAL PVFS Pavroll 

1993 4,297 144,313 6.38% 8.91% 3.46% 0.27% 19.02% 12.66% 0.43% 12.74% 25.83% -6.81% 376,952 2,958,2&4 261.~ 

1994 3,968 142,178 6.31% 9.95% 3.52% 0.30% 20.08% 12.55% 0.45% 26.18% 39.18% -19.10% 400,071 10.75 281.39% 

1995 3,803 145,765 6.30% 9.94% 3.43% 0.31% 19.98% 12.53% 0.46% 27.36% 40.35% -20.37% 423,580 10.62 290.594W, 

1996 3,648 149,356 6.29% 9.93% 3.35% 0.31% 19.88% 12.51% 0.46% 28.66% 41.63% -21.75% 448,959 10.49 300.~ 

1997 3,492 152,487 6.27% 9.91% 3.28% 0.32% 19.78% 12.48% 0.47% 30.18% 413.13% -23.35% 476,366 10.35 312.40% 

1998 3,341 155,145 6.24% 9.88% 3.22% 0.32% 19.66% 12.41% 0.47% 32.04% 44.924W, -25.26% 505,992 10.18 326.14% 

1999 3,167 156,027 6.18% 9.82% 3.20% 0.33% 19.53% 12.32% 0.48% 34.45% 47.25% -27.72% 538,052 10.01 344.84~ 

2000 3,016 156,729 6.13% 9.77% 319% 0.33% 19.42% 12.22% 0.48% 37.18% 49.88% -30.46% 572,821 9.83 365.48% 

I 2001 ! 2,851 156,365 6.06% 9.70% 3.20% Ci.33% 19.29% 12.09% 0.48% 40.55% 53.12% -33.83% 610,541 9.63 390.46% 
I I 

2002 2,672 153,882 5.97% 9.61% 3.25% 0.34% 19.17% 11.94% 0.49% 44.99% 57.42% -38.25% 651,505 9.41 '423.38% 

2003 2,500 150,425 5.84% 9.48% 3.32% 0.34% 18.98% 11.71 % 0.49% 50.46% 62.66% -43.68% 696,072 9.17 462.74% 

2004 2,333 147,255 5.73% 9.37% 3.40% 0.35% 18.85% 11.52% 0.50% 56.81% 68.83% -49.98% 744,597 8.90 505.6591, 

2005 2,173 143,044 5.60% 9.24% 3.50% 0.35% 18.69% 11.28% 0.50% 64.67% 76.45% -57.76% 797,397 8.62 557_,cs,r, 

2006 1,989 135,683 5.39% 9.03% 3.69% 0.36% 18.47% 10.91% 0.51% 75.73% 87.15% -68.68% 854,880 8.32 630.~ 

2007 1,808 127,110 5.15% 8.79% 3.93% 0.37% 18,24% 10A8% 0.52% 90.46% 101.46% -83.22% 917,574 7.98 n1.eaei» 

2008 1,sn 122,601 4.97% 8.61% 4.08% C\.37% 18.03% 10.16% 0.52% 105.4'0% 118.08% -98.05% 985,966 7.63 eo.t.2114 

2009 1,535 116,961 4.86% 8.50% 4.27% 0.38% 18.01% 9.96% 0.53% 125.39% 135.88% -117.87% 1,060,378 7.23 906.604W, 

2010 1,406 110,957 4.72% 8.36% 4.51% 0.38% 17.97% 9.72% 0.53% 151.05% 161.30% -143.33% 1,141,339 6.81 1028 63% 

2011 1,293 106,538 4.65% 8.29% 4.69% 0.39% 18.02% 9.58% 0.54% 181.73% 191.85% -173.83% 1,229,◄17 6.35 1153.9794 

2012 1,175 100,614 4.58% 8.22% 4.97% 0.39% 18.16% 9.47% 0.54% 224.75% 234.76% -216.60% 1,325,148 5.86 1317.06% 

2013 1,066 94,233 4.56% 8.20% 5.31% 0.40% 18.47% 9.43% 0.55% 285.63% 295.61% -2n.1 ◄% 1,429,229 5.31 1516.694W> 

2014 965 88,550 4.52% 8.16% 5.65% u.41% 18.74% 9.36% 0.56% 368.25% 378.17% -359.43% 1,542,373 4.73 1741.8~ 

2015 867 80.984 4.50% 8.14% 6.17% 0.42% 19.23% 9.32% 0.57% 501.55% 511.44% -492.21% 1 665,332 4.10 2056.36% 
-· 

MILLIMAN & ROBERTSON, INC. 



06-MLP-14 Filename: MTMCON12.WK4 Teachers Consolidation Study Date: 02/02194 Time: 02:53 PM 

Minneapolis. Teachers Retirement Fund 
Consolidation Study · 
Option #12 - Close First Class City Teachers' Plans to New Entrants and Provide "Greater of' Benefits for Active Employees Only 

Employee Employer State Admln · Total Normal Expense Supple- Total Suff/ UAL 
Total Total Statutory Statutory Contrlb Surcharge Statutory Cost as%of mental Required (Def) BOY as%of 

Year Actives Payroll Rate Rat• Percent Percent Rate Percent Payroll Rate Rate Rate UAL PVFS Pavroll 

1993 4,297 144,313 6.38% 8.91% 3.46% 0.27% 19.02% 12.66% 0.43% 12.74% 25.83% -6.81% 376,952 2,958,264 261.2QCW. 

1994 3,968 142,178 6.31% g,95% 3.5241 0.30% 20.08% 13.5541 0.45% 28.71% 42.71% -22.63% 438,851 10.75 308.66% 

1995 3,803 145,765 6.30% g_9441 3.4341 0.31% 19.98% 13.53% 0.46% 30.18% 44.17% -24.19% 467,138 10.62 320.47% 

1996 3,648 149,356 8.2941 9.93% 3.3541 0.31% 19.88% 13.51% 0.46% 31.n°4 45.7441 -25.86% 497,735 10.49 333.25% 

1997 3,492 152,487 6.27% 9.91% 3.2841 0.32% 19.78% 13.47% 0.47% 33.63% 47.57% -27.79% 530,839 10.35 348.12% 

1998 3,341 155,145 6.24% 9.88% 3.22~ 0.32% 19.66% 13.40% 0.47% 35.88% 49.75% -30.09% 566,674 10.18 365.25% 

1999 3,167 156,027 6.18% 9.82% 3.20% 0,33% 19.53% 13.30% 0.48% 38.ncr, 52.55% -33.02% 605,490 10.01 388.07% 

2000 3,016 156,729 6.13% 9.n% 3.19% 0.33% 19.42% 13.20% 0.48% 42.03% 55.71% -36.29% 647,587 9.83 ◄13.1K 

2001 2,851 156,365 6.06% 9.70% 3.20% 0.33% 19.29% 13.06% 0.48% 46.04% 59.58% --40.29% 693,252 9.63 443.36% 

2002 2,672 '153,882 5.97% 9.61% 3.25% 0.34% 19.17% 12.89% 0.49% 51.30% 64.68% -45.51% 742,816 9.41 482.72% 

2003 2,500 150,425 5.84% 9.48% 3.32% C.34% 18.98% 12.64% 0.49% 57.75% 70.88% -51.90% 796,669 9.17 529.61% 

2004 2,333 ~47,255 5.73% 9.37% 3.4041 0.35% 18.85% 12.44% 0.50% 65.25% 78.1K -59.34% 855,207 8.90 sao.n,r. 
2005 2,173 143,044 5.60% 9.24% 3.50% 0.35% 18.69% 12.17% 0.50% 74.52% 87.19% -68.50% 918,816 8.62 ~2-~ 

2006 1,989 135,683 5.39% 9.03% 3.69% 0.36% 18.47% 11.78% 0.51% 87.52% 99.81% -81.34% 987,958 8.32 728.14 .. 

2007 1,808 127,110 5.15% 8.79% 3_g341 0.37% 18.24% 11.32% 0.52% 104.82% 116.86% -98.4216 1,063,192 7.98 836.41'1', 

2008 1,677 122,601 4.97% 8.61% 4.08% 0.37% 18.03% 10.97% 0.52% 122.41% 133.SK>% -115.87% 1,145,068 7.63 933.981' 

2009 1,535 116,961 4.86% 8.50% 4.27~ 0.38% 18.01% 10.75% 0.53% 145.93% 157.21-.. ·139.20% 1,234,038 7.23 1055.084W. 

2010 1,406 110,957 4.72% 8.36% 4.51% 0.38% 17.97% 10.49% 0.53% 176.11% 187.13% -169.16% 1,330,726 6.81 1199.32% 

2011 1,293 106,538 4.65% 8.29% 4.69% 0.39% 18.02% 10.35% 0.54% 212.~% 223.12% -205.10% 1,435,796 6.35 1347.6941l 

2012 1,175 100,614 4.58% 8.22% 4.97% 0.39% 18.16% 10.22% 0.54% 262.88% 273.64% -255.48% 1,549,917 5.86 1540.45% 

2013 1,066 94,233 4.56% 8.20% 5.31% 0.40% 18.47% 10.18% 0.55% 334.52% 345.25% -326.78% 1,673,894 5.31 1n6.33% 

2014 965 88,550 4.52% 8.16% 5.65% 0.41% 18.74% 10.10% 0.56% 4.'31.80% 44246% -423.72% 1,808,571 4.73 2042.44% 

2015 867 80984 4.50% 8.14% 6.17% 0.42% 19.23% 10.06% 0.57% 588.74% 599.37% -580.14% 1,954,843 4.10 2413.85% 

MILLIMAN & ROBET ~N, INC. 



06-MLP-14 Filename: MTMCON 13.WK4 Teachers Consolidation Study Dale: 02/02/94 Time: 02:53 PM 

Minneapolis Teachers Retirement Fund 
Consolidation Study 
Option #13 - Close First Class City Teachers' Plans to New Entrants and Provide "Greater of' Benefits for All Current Members 

Employee Employer Stale Admin Total Normal Expense Supple- Total Suff/ UAL 

Total Total Statutory Statutory Contrib Surcharge Statutory Cost as% of mental Required (Def) BOY u'Wtof 

Year Actives Payroll Rate Rate Percent Percent Rate Percent Payroll Rate Rate Rate UAL PVFS Payroll 

1993 4,297 144,313 6.38% 8.91% 3.46% 0.27% 19.02% 12.66% 0.43% 12.74% 25.83% -6.81% 376,952 2,958,264 261.20% 

1994 3,968 142,178 6.31% 9.95% 3.52% 0.30% 20.08% 13.55% 0.45% 33.18% 47.18% -27.10% 507,115 10.75 356.68% 

1995 3,803 145,765 6.30% 9.94% 3.43% 0.31% 19.98% 13.53% 0.46% 34.96% 48.95% -28.97% 541,205 10.62 371.29% 

1996 3,648 149,356 6.29% 9.93% 3.35% 0.31% 19.88% 13.51% 0.46% 36.90% 50.87% -30.99% 578,098 10.49 387.06% 

1997 3,492 152,487 6.27% 9.91% 3.28% 0.32% 19.78% 13.47% 0.47% 39.16% 53.10% -33.32% 618,033 10.35 405.30% 

1998 3,341 155,145 6.24% 9.88% 3.22% 0.32% 19.66% 13.40% 0.47% 41.87% 55.74% -36.08% 661,280 10.18 426.23% 

1999 3,167 156,027 6.18% 9.82% 3.20% 0.33% 19.53% 13.30% 0.48% 45.34% 59.12% -39.59% 708,137 10.01 453.85% 
I 

: 2000 3,016 156,729 6.13% 9.new, 3.19% 0.33% 19.42% 13.20% 0.48% 49.26% 62.94% -43.52% 758,959 9.63 ~.25% 

2001 2,851 156,365 6.06% 9.70% 3.20% 0.33% 19.29% 13.06% 0.48% 54.06% 67.80% -48.31% 614,090 9.63 520.64% 

20021 2,672 153,882 5.97% 9.61% 3.25% 0.34% 19.17% 12.69% 0.49% 60.35% 73.73% -54.56% e73,926 9.41 567.9241» 

20031 2,500 150,425 5.84% 9.48% 3.32% 0.34% 18.98% 12.64% 0.49% 68.07% 81.20% -62.22% 938,923 9.17 624.16% 

2004 2,333 '47,255 5.73% 9.37% 3.40% 0.35% 18.85% 12.44% 0.50% n.o3% 89.97% -71.12% 1,009,553 8.90 685.58% 

2005 2,173 143,044 5.60% 9.24% 3.50% 0.35% 18.69% 12.17% - 0.50% 88.10% 100.n% -82.08% 1,086,282 8.62 759.40% 

2006 1,989 135,683 5.39% 9.03% 3.69% 0.36% 18.47% 11.78% 0.51% 103.61% 115.90% -97.43% 1,169,658 8.32 862.05~ 

I 
2007 1,808 127,110 5.15% 8.79% 3.93% . C.37% 18.24% 11.32% 0.52% 124.25% 136.09% -117.85% 1,260,3361 7.98 991.53% 1 

I 
I 

1108.45% I 2008 1,577 122,601 4.97% 8.61 CW, 4.08% 0.37% 18.03% 10.97% 0.52% 145.27% 156.76% -138.73% · 1,358,969 7.63 

2009 1,535 116,961 4.86% 8.50% 4.27% 0.33% 18.01% 10.75% 0.53% 173.38% 184.66CV, -166.65% 1,466,120 7.23 1253.51% i 

2010 1,406 110,957 4.72% 8.36% 4.51% 0.38% 17.97% 10.49% 0.53% 209.44% 220.46% -202.49% 1,582,535 6.81 1426.26% 

2011 1,293 106,538 4.65% 8.29% 4.69% 0.39% 18.02% 10.35% 0.54% 252.62% 263.51% -245.49% 1.7~.009 6.35 1604.13% 

2012 1,175 100,614 4.58% 8.22% 4.97% 0.39% 18.16% 10.22% 0.54% 313.15% 323.91% -305.75% 1,846,353 5.86 1835.08% 

2013 1,066 94,233 4.56% 8.20% 5.31% 0.40% 18.47% 10.18% 0.55% 398.80% 409.53% -391.06% 1,995,527 5.31 2117.64% 

20141 965 &\SSC 4.52% 8.16% 5.65% 0.41% 18.74% 10.1C% 0.56% 515.12% 525.78% -507.04% 2,157,543 4.73 2436 53% 
I 

2015, 867 80984 4.50% 8.14% 6.17% 0.42% 19.23% 10.06% 0.57% 702.78% 713.41% -694.18% 2.333 478 4.10 2881.39% 

MIILIMAN & ROBERTSON, INC. 



06-MLP-14 Filename: MME_CON1.WK4 

Minneapolis Employees Retirement Fund 
Consolidation Study 
Option #1A - Continue Current Program 

Employee Employer State Admln 
Total Total St.atutory Statutory Contrlb Surcharge 

Yeu Actives P.avroll Rate Rate Percent Percent 

1993 2,321 89,200 9.75% 22.90% 11.72% 0.00% 

1994 1,913 78,520 9.75% 24.54% 13.32% 0.00% 

1995 1,818 77,829 9.75% 24.64% 13.43% 0.00% 

1996 1,714 76,675 9.75% 24.85% 13.64% 0.00% 

1997 1,621 75,429 9.75% 25.06% 13.M% 0.00% 

1998 1,520 73,3n 9.75% 25.45% 14.25% 0.00% 

1999 1,436 72,103 9.75% 25.72% 14.50% 0.00% 

2000 1,340 70,082 9.75% 26.13% 14.92% 0.()0% 

2001 1,241 67,424 9.75% 26.72% 15.51% 0.00% 

2002 1,149 64,828 9.75% 27.32% 18.13% 0.00% 

2003 1,051 61,389 9.75% 28.23% 17.03% 0.00% 

2004 961 I 58,027 9.75% 29.26% 18.02% 0.00% 

2005 865 54,046 9.75% 30.62% 19.34% o.oo,L 
2006 763 49,304 St75% 32.47% 21.21% 0.00% 

2007 655 43,124 9.75% 35.57% 24.24% 0.00% 

2008 542 36,i110 G.75% 40.02% 28.71% 0.00% 

2009 430 29,524 9.75% 46.88% 35.41% 0.00% 

2010 350 24,470 9.75% 54.27% 42.73% 0.00% 

2011 270 19,363 9.75% 65.60% 53.99% 0.00% 

2012 207 15,209 9.75% 80.54% 68.74% 0.00% 

2013 156 11,898 9.75% 99.70% 87.87% 0.00% 

2014 101 7,955 9.76% 143.94% 131.43% 0.00% 

2015 59 4 740 975% 233.45% 220.58% 0.00% 

Teachers Consolidation Study 

Total Nonnal Expense 
Statutory Cost as%of 

Rate Percent Payroll 

44.37% 18.68% 2.20% 

47.61% 18.68% 2.23% 

47.82% 18.68% 2.24% 

48.24% 18.68% 2.24% 

48.67% 18.68% 2.24% 

49.45% 18.68% 2.25% 

49.97% 18.68% 2.26% 

50.80% 18.68% 2.27% 

51.98% 18.68% 2.28% 

53.20% 18.68% 2.29% 

55.01% 18.68% 2.31% 

57.03% 18.68% 2.33% 

59.71% 18.68% 2.35% 

63.43% 18.68% 2.39% 

69.56% 18.68% 2.45% 

78.48% 18.68% 2.54% 

Q2.04% 18.88% 2.67% 

106.75% 18.68% 2.82% 

129.34% 18.68% 3.04% 

159.03% 18.68CW. 3.3311 

197.32% 18.68% . 3.71% 

285.13% 18.68% 4.58% 

~.78% 18.67% 6.33% 

MILLIMAN & ROH :SON, INC. 

Date: 02/021'94 Time: 02:37 PM 

Supple- Total Sutt/ UAL 
mental Required (Def) BOY u%of 

Rate Rate Rate UAL PVFS Payroll 

23.49% 44.37% 0.00% 284,321 13.57 318.75-W, 

26.69% 47.6QCI» 0.01% 279,800 13.35 356.34-W, 

26.91% 47.83% -0.01% 275,000 13.13 353.34-W, 

27.31% 48.23% 0.01% 269,928 12.89 352.04CW, 

27.75% 48.67% O.~ 264,554 12.64 350.73% 

28.52% 49.45% o.~ 258,870 12.37 352.~ 

29.03% 49.97% 0.00% 252,847 12.08 350.67CW» 

29.85% 50.80% 0.<>0,6 246,459 11.78 351.67CW» 

31.02% 51.98% 0.00% 239,€97 11.46 355.511(, 

32.23% 53.20% O.~ 232,535 11.13 358.7~ 

34.03% 55.02% -0.01% 224,968 10.n 366.~14 

36.02% 57.03% 0.00% 216,951 10.38 373.881(, 

38.68% 59.71% 0.00% 208,4'40 9.97 385.6714 

•12.35% 63.il2'6 0.01% 199,412 9.55 · 404.45., 

•18.44% 69.57% -0.01% 189,869 9.09 440.29CW, 

57.27% 78.4" -0.01-. 17G,7'4e 8.62 493.87,. 

70.89% Q2.<M% 0.00% 169,053 8.10 sn.sn 
85.25% 106.75% 0.C)0% 157,699 7.56 644.4'6'1 

107.63% 129.35% -0.01% 145,675 6.99 752.324W, 

137.02% 159.03% 0.00% 132,951 6.38 874.17-W, 

174.93% 197.32% 0.00% 119,464 5.74 1004.07~ 

261.87% 285.13% 0.00% 105,195 5.05 1322.4511 

43B.n% 463.77% 0.01% 90.051 4.33 1899.69'1 



06-MLP-14 Filename: MMECON18.WK4 

Minneapolis Employees Retirement Fund 
Consolidation Study 

Teachers Consolidation Study 

Option #1 B - Continue Current Program (except assume assets earn 8.5%) 

Employee Employer State Admln Total Nonnal Expense 
Total Total Statutory Statutory Contrib Surcharge Statutory Cost as%of 

Year Actives Payroll Rate Rate Percent Percent Rate Percent Payroll 

1993 2,321 89,200 9.75% 22.90% 11.72% 0.00% 44.37% 18.88% 2.20% 

1994 1,913 78,520 9.75% 23.90% 13.32% 0.00% 46.97% 18.68% 2.23% 

1995 1,818 TT,829 9.75% 23.22% 13A3% 0.00% 46.40% 18.68% 2.24% 

1996 1,714 76,675 9.75% 22.67% 13.64% 0.00% 45.06% 18.68% 2.24% 

1997 1,621 75,429 9.75% 22.02% 13.86% 0.00% 45.63% 18.68% 2.24~ 

19961 1,520 73,Jn 9.75% 21.37% 14.25% 0.00% 45.37% 18.68% 2.25% 

1999 1,436 72,103 975% 20.46% 14.50% 0.00% 44.71% 18.68% 2.26% 

2000 1,340 70,082 9.75% 19.49% 14.92% 0.00% 44.16% 18.68% 2.27% 

2001 1,241 67,424 9.75% 19.49% 14.41% 0.00% 43.65% 18.68% 2.28% 

2002 1,149 64,828 9.75% 19.74% 13.44% 0.00% 42.93% 18.68% 2.29% 

2003 1,051 61,389 9.75% 20.09% 12.48% 0.00% 42.32% 18.68% 2.31% 

2004 961 , 58,027 9.75% 20.48% 11.22% 0.00% 41.45% 18.68% 2.33% 

2005 865 54,046 9.75% 21.00% 9.78% 0.00% 40.53% 18.68% 2.35% 

2006 763 49,304 9.75% 21.73% 8.03% 0.00% 39.51% 18.68% 2.39% 

2007 655 43,124 9.75% 22.92% 6.01% 0.00% 38.68% 18.68% 2.45% 

2008 542 36,410 9.75% 24.68% 3.13% 0.00% 37.58% 18.88% 2.5A% 

2009 430 29,524 9.75% 26.16% 0.00% 0.00% 35.91% 18.68% 2.87% 

2010 350 24,470 9.75% 22.45% 0.()0% 0.00% 32.20% 18.68% 2.82% 

2011 ': 270 19,363 9.75% 16.76% 0.00% 0.00% 26.51% 18.68% 3.04% 

2012 207 15,209 9.75% 12.26% 0.00% 0.00% 22.01% 18.68% 3.33% 

2013 156 11,898 9.75% 12.64% 0.00% 0.00% 2239% 18.68% 3.71% 

2014 101 7,955 9.76% 13.50% 0.00% · 0.00% 23.26% 18.68% 4.58% 

2015 59 4,740 9.75% 15.25% 0.00% 0.00% 25.00% 18.67% 6.33% 

Mll JJMAN & ROBERTSON, INC. 

Date: 02/02/94 Time: 11 :09 AM 

Supple- Total Suff/ UAL 
mental Required (Def) BOY as% of 

Rate Rat• Rate UAL PVFS Payroll 

23.49% 44.37% 0.00% 284,321 13.57 318.75% 

26.05% 46.96% 0.00% 273,068 13.35 347.TT'll> 

25.48% 46.40% 0.00% 260,408 13.13 334.59% 

25.14% 46.06% 0.00% 248,447 12.89 324.~ 

24.71% 45.63% 0.00% Z-.>5,542 12.64 312.27 .. 

24.43% 45.36% 0.00% 221,748 12.37 302.204W, 

2J.new, 44.71% 0.00% 207,042 12.08 287.15 .. 

23.21% 44.16% 0.00% 191,628 11.78 273.43% 

22.70% 43.66% 0.00% 175,382 11 46 260.12"' 

21.96% 42.93% 0.00% 158,445 11.13 244.41% 

21.33% 42.32% 0.00% 141,021 10.n 229.7?W, 

"?0.44% 41.45% 0.00% 123,141 10.38 212.21% 

19.49% 40.52% 0.00% 105,046 9.97 194.37 .. 

18.44% 39.51% 0.00% 86,832 9.55 176.12', 

17.55% 38.68% 0.00% 68,809 9.09 159.56,r. 

18.~% 37.58% O.OM(, 51,275 8.62 1«>.~ 

14.56% 35.91% 0.00% 34,815 8.10 117.924W, 

10.70% 32.20% 0.00% 19,799 7.56 8C).91 ._ 

4.79% 26.51% 0.00% 6,488 6.99 33.51 .. 

0.00% 22.01% 0.00% 0 6.38 0.00% 

0.00% 22.39% 0.00% 0 5 74 0.00% 

0.00% 23.26% 0.00% 0 5.05 0.00% 

0.00% 25.00% 0.00% 0 4.33 0.00% 





A-4 Consolidation Study 1994. Tables converting 
Milliman & Robertson actuarial analyses on 
various options into dollar costs. P. Kapler, MN 
Dept. of Finance (March 3, 1994) 





CONSOLIDATION STUDY, 1994 

PROFILE OF FUNDS - Active members and payroll 
%of 

1114 combined 1114 
FUND actives actlve9 PAYROLL 

TRA 65,268 87.'~ 2,290,176 
MPLS 4,297 5.rnf. 152,-432 
DULUTH 1,-153 1.95" 44,825 
STPAUL 3,441 •-~ 138,089 

TOTAL 74,459 100.~ 2,623,322 

%of 
combined 
payroll 

87.~ 
5.81" 
1.704M. 
5.1K 

100.~ 

COORDINATED MEMBERS 
Normal C Normal Cost 
Total Retlrmenta 

9.801' 
9.32'«. 
8.17" 

Only 

7.89% 
7.~ 
6.78" 

P.KAPLER 
31~ 

PENSION COMMISSION ACTURARY-ANALYSES OF CONSOLIDATION OPTIONS 

OPTION 1 Current Current 
1914 Normal Suppl Admln Normal Suppl Admln Total Statutory Statutory 

FUND PAYROLL % % ·% Coat Coat Coat Coat % Contrtba 

TRA 2,290,176 9.82'«. 2.n1' 0.151' 224,895 63,438 3,435 291,768 12.661' 289,938 
MPLS 152,432 12.331' 13.1K 0.431' 18,795 20,108 655 39,556 19.571' 29,831 
DULUTH 44,825 9.21" 0.211' 0.211' 4,110 94 94 4,'297 10.29% 4,592 
STPAUL 138,089 11.43" 8.861(. 0.27" 15,555 8,472 361 25,384 15.38" 20,830 

TOTAL 2,623,322 283,355 93,108 ·~552 381,018 345,2901 

No pan . - - just admin 81W agency 
Option I eo.ta..,,.. Option 1 - auume admin uvinga ~ 5" far al funda 

1114 Normal Suppl Current Cunwnt 
FUND PAYROLL % % Admln Normal Suppl Admln Total ltatutDry Statutory 

% Cost Coat Coat Coat % Contrtbs 
TRA 2,290,176 9.~ 2.n% 0.13% 224,895 63,438 2,9n 291,310 12.86% 289,938 
MPLS 152,432 12.33% 13.19" 0.37% 18,795 20,106 568 ~.469 19.57" 29,831 
DULUTH 44,625 9.21% 0.21" 0.18% 4,110 94 81 4,285 10.29% 4,592 
ST PAUL 136,089 11.43% 6.96% 0.23% 15,555 e,.-n 318 25,345 15.38" 20,930 

rOTAL 2,623,322 283,355 93,109 3,944 380,G 345,290! 

Cost(Snlng•t 
S'I % owr()pflon 
o.tlc:telacy o.tlclency ~ 

1,832 0.081' ,. 
9,725 6.~ ,. 

(295) -0.~ ,. 
4,464 3.281' ,. 

15,726 I o.801' I ~ 

Coat(Savlng•) 
s % owrOptbl 
o.tlclency Dlflclel1ey ~ 

1,374 0.061' (459) 
8,638 6.321' (87) 
(307) -0.~ (13) 

4,415 3.24" (4'9) 

15,119 j o.581' I <eoeM 



I I I I II 
Option 7 C.....-.nt Cost(Sntng•) 

1914 Normal Suppl Admln Normal Suppl Admln Total Statutory Statutory • % ovwOpaon 
FUND PAYROLL % % % Coat eo.t Co■ft Coat " Contrtba Deficiency D.nclelacy .. 
TRA 2,290,176 9.82% 2.n" 0.13" 22•.895 63,03 2,sn 291,310 12.66" 289,936 1,37• 0.06% (.s&) 
MPLS 152,-432 13.89"- 16.99% 0.37" 20,868 25,898 568 .7,334 19.57" 29,831 17,503 11 . .S% 1,m 
DULUTH 44,625 e.•1" 3.El8"- 0.18% .,228 1,M7 81 5,954 10.29% .,592 1,362 3.05% 1,658 
STPAUL 136,089 11.~ 11.ef:M 0.23% 18,290 15,888 318 32,.78 15.~ 20,930 11,546 8 . .S1' 7,082 

TOTAL 2.823,322 268,279 108,851 3,944 m,074 3"45,290! 31,7M! 1.21" I 16,058 ! 

I I I I II 
Option I Current Cost(savtngs) 

1914 Normal Suppl Admln Normal Suppl Admln Total Statutory Statutory $ % owrOpaon 
FUND PAYROLL % % % Cost Coat Cost Cost % Contrlbe Deficiency Dancleltcy .. 
TRA 2,290,176 9.82" 2.7◄% 0.1-4" 22-4,895 62,751 3,092 290,738 12.66% 289,936 802 0.03% (1,031) 1;.,, 

MPLS 152,432 12.55% 26.18% o.~ 19,130 39,907 590 59,627 19.57% 29,831 29,796 19.55% 20,071 
i~~ 

DULUTH 44,625 9.18% 0.-41" '0.19" .,097 183 M •.aa. 10.~ 4,592 (228) -0.51" 88 
ST PAUL 136,089 11.M" 13.90% 0.24% 15,M1 18,918 331 35,088 15.38" 20,930 14,157 10.-401' 9,894 

TOTAL 2,623,322 283,983 121,757 4,097 389,818 3,45,290 I -44,527 j 1.701'! 28,800! 

I I 
I 

I l II 
Option I Current Cost(Savtngs) 

19M Normal Suppl Admln Normal Suppl Admlln Total Statutory Statutory $ % owrOpaan 
FUND PAYROLL % % % Colt Cout Coat Colt % Contrtbe Daftclency o.nct..1ey .. 
TRA 2,290,176 9.82" 2.7-1" 0.1-1" 22-1,895 182,751 3,092 287,648 12.66% 289,936 (2,290) -0.101' (-1, 122) 
MPLS 152,,432 12.55" 26.18" 0.39% 19,130 38,907 590 59,037 19.57% 29,831 29,206 19.18" 19,4'81 
DULUTH 44,625 9.18" 0.-11" 0.19" 4,097 183 M •• 280 10.29" -1,592 (312) -0.701' (18) 
STPAUL 136,089 11.M" 13.901' 0.2•" 15,M1 18,918 331 34,757 15.38" 20,930 13,827 10.18" 9,363 

TOTAL 2,823,322 283,983 121,757 4,091 385,720 3"45,290 I 40,-130 I 1.S4" I 2-1,704 ! 



• 

Option 10 Current Cost(Savlngs) 
1114 Normal Suppl Admln Normal Suppl Admln Total Statutory Statutory s % owrOptlon 

FUND PAYROLL % % % Cost Cost Coit COit " Contrtbl Ddclency Detlclettcy ~ 

rRA 2,290,176 9.82% 2.74% 0.14% 224,895 62,751 3,092 290,738 12.66% 289,936 802 0.03% (1,031) 
~PLS 152,432 12.55% 26.18% 0.391ft 19,130 39,907 590 59,627 19.57% 29,831 29,796 19.55% 20,071 
)ULUTH ~.625 9.18"- 0.41% 0.19" 4,097 183 84 4,364 10.29% 4,592 (228) -0.51% 88 
iT PAUL 136,089 11.64"- 13.~ 0.24"- 15,841 18,916 331 35,088 15.38" 20,930 14,157 10.~ 9,694 

roTAL 2,623,322 263,963 121,757 4,097 389,816 345,2901 ~.5271 1.70"- j 28,8001 

)ption 11 Curnnt Cost(Savtngs) 
1114 Nonnal Suppl Admln Normal Suppl Admln Total Statutory Statutory • % owr<>paon 

:uNO PAYROLL % % % Cost Cost Co■t Cost % Contrtbl Ddclency Dllfldeltcy ~ 

"RA 2,290,176 9.82% 2.74% 0.14% 22'4,895 62,751 3,092 290,738 12.66% 289,936 802 0.03% (1,031) 
~PLS 152,432 12.55% 26.18% 0.39% 19,130 39,907 590 59,627 19.57% 29,831 29,796 19.55% 20,071 
>ULUTH 44,625 9.18% 0.41% 0.19" 4,097 183 84 4,3&1 10.29% 4,592 (228) -0.51%. 66 
iT PAUL 136,089 11.64% 13.90% 0.24% 15,841 18,916 331 35,088 15.38% 20,930 14,157 10.«>% 9,694 

'OTAL 2,623,322 263,963 121,757 4,097 389,816 345,2901 44,527 I 1.~, 28,8001 

lption 12 Current Cost(Smngs) 
1114 Normal Suppl Admln Normal Suppl Admln Total Statutory Statutory • % owrOpllon 

UNO PAYROLL " " " Cost Cost Cost Cost " Contrtbl Ddclency D•ftdency ~ 

'RA 2,290,176 9.82% 2.74% 0.14% 224,895 62,751 3,092 290,738 12.66% 289,936 802 0.03% (1,031) 
IPLS 152,432 13.55% 28.71% o.~ 20,655 43,763 590 65,008 19.57% 29,831 35,1n 23.°"" 25,452 
ULUTH 44,625 1 0. 0()1116 9.21% 0.19" 4,"463 4,110 84 8,657 10.~ 4,582 4,085 9.11" 4,359 
TPAUL 136,089 13.38" 24.9016 0.24" 18,208 33,888 331 52,428 15.38"- 20,930 31,495 23.14" 27,031 

OTAL 2,623,322 288,221 1~,510 4,097 416,828 345,2901 71,538 I 2.~1 55,812 I 

pdon 13 Current Cost(Smng1) 
1114 Normal Suppl Admln Normal Suppl Admln Total Statutory Statutory • % owrOptlon 

JND PAYROLL % % % Cost Coit Coat Cost % Contrtbl o.ftclency o.tlclettcy ~ 

~A 2,290,176 9.82'ft 2.74% 0.14% 224,895 62,751 3,092 290,738 12.66% 289,936 802 0.03"- (1,031) 
PLS 152,432 13.55% 33.18% 0.39"- 20,855 51J,5n 590 71,821 19.57% 29,831 41,990 27.55" 32,265 
JLUTH 44,625 1 0. 0()1116 9.97" 0.19% 4,"463 4,...a 84 8,998 10.~ 4,592 4,4'04 9.8~ 4,899 
rPAUL 136,089 13.38% 28.41% 0.24% 18,208 35,941 331 54,4'81 15.38" 20,930 33,550 24.65" 29,088 



!TOTAL 2,623,3221 I 268,221 153,718 4,0971 428,036 345,290 I eo,1.a 1 3.oe" I 65.020 I 



A-5 Analyses on G.O. Bonding Option for MERF -
Dan Peterson, Gabriel, Roeder, _Smith & Co., to 
James Hacking (Jan. 4, 1994) 





To: Jim Hacking 

From: Dan Petersen 

Subject: Projection based on floating cap on State amortizati~n payment, 7% pre-retirement 
interest rate, and $100 million bond sale. 

Date: January 4, 1994 

The attached tables reflect the alternatives we discussed e.arlier regarding possible funding changes. 
The projections shown in Tables I through VI are based on the following: 

Tabl~ I - Current Plan, Current Assumptions 

Table II - Current Plan, Current Assumptions with a floating cap on State 
amorfu.ation payments equal to 70% of the total amortization 
payment after reduction by 2.5 % of payroll plus $3.9 million. 

Table III - Same as II except interest- rate assumption for funding changed 
from 6% to 7%. 

Table IV - Same as III except $100 million Municipal Bond sale at 7% with 
proceeds added to M. E. R. F. active fund. 

Table V - Comparison of total employer contributions (including bond 
payments) from Tables III and IV. 

Table VI - Comparison of accumulated active plan assets developed by 
alternatives shown in Tables III and IV. 

GABRIEL, ROEDER, SMITH & COMPANY 



MERF PROJECTION 

OUTLINE OF ECONOMIC ASSUMPTIONS 

I. Investment Assumptions (Active Fund) 9 .5 % 

Active Fund 

n. Salary Increases 

m. Valuation Assumptions 
(Used to Determine Annual 
Contribution) 
A. Salary Increase 
B. Interest Rate 

. N. Bond Amortiz.ation Payments 

4.0~ 

4.0% 
6.0% (Tables I and II) 
7 .0% (Tables Ill through VI) 

$8,170,000 per year is included in 
Employer Contributions as 
shown in Tables IV and V. 

Note: All other assumptions were consistent with those use.d in the July 1, 1993 Actuarial 
Valuation Report. An annual maximum state amortiz.ation payment of $10,455,000 
was assumed subject to an additional variable non-increasing cap equal to 70% of 
the total required amortization payment after reduction by 2.5 % of payroll and 
$3.9 million. 

GABRIEL, ROEDER, SMITH & COMPANY 



rascal 
~ 

1993 
1994 
1995 
1996 
1997 

1998 
1999 
2000 
2001 
2002 

2003 
2004 
2005 
2006 
2007 

2008 
2009 
2010 
2011 
2012 

2013 
2014 
2015 
2016 
2017 

2018 
2019 
2020 

Total 

Minneapolis Employees Retirement Fund 
Projection Study 

(DOLLARS IN THOUSANDS) 

ACTIVE FUND CONTRIBUTIONS 

C2ntributions 
Members Employer State 

$ 8,995 $ 21,664 $ 10,455 
8,697 20,426 10,455 
8,170 19,870 10,455 
7,838 18,627 10,455 
7,798 17,104 10,455 

7,569 16,308 10,455 
7,336 16,007 9,628 
7,096 15,(,()6 8,417 
6,850 15,412 7,071 
6,574 15,222 5,601 

6,301 14,951 4,013 
6,065 14,695 . 2,264 
5,758 14,537 411 
5,477 12,640 0 
5,153 10,202 0 

4,219 8,270 0 
3,556 5,787 0 
2,796 2,785 0 
2,369 0 0 
1,896 0 0 

1,489 0 0 
.1,090 0 0 

711 0 0 
468 0 0 
311 0 0 

213 0 0 
116 0 0 
44 0 0 

$124,955 $260,113 $100,135 

GABRIEL. ROEDER, SMITH & COMPANY 

TABLE I 

Total 

$41,114 
39,578 
38,495 
36,920 
35,357 

34,332 
32,971 
31,119 
29,333 
27,397 

25,265 
23,024 
20,706 
18,117 
15,355 

12,489 
9,343 

. 5,581 
2,369 
1,896 

1,489 
1,090 

711 
468 
311 

213 
116 
44 

$485,203 

I I~ ~J 



Fascal 
,Yffl.[_ 

1993 
1994 
1995 
1996 
1997 

1998 
1999 
2000 
2001 
2002 

2003 
2004 
2005 
2006 
2007 

2008 
2009 

· 2010 
2011 
2012 

2013 
2014 
2015 
2016 
2017. 

2018 
2019 
2020 

Total 

Minneapolis Employees Retirement Fund 
Projection Study 

(DOLLARS IN THOUSANDS) 

ACTIVE FUND CONTRIBUTIONS 

C~mtrilrntions 
Members Employer State 

$ 8,995 $ 21,664 $10,455 
8,697 21,003 9,878 
8,170 20,925 9,400 
7,838 20,219 8,863 
7,798 19,347 8,212 

7,569 19,245 7,518 
7,336 18,895 6,740 
7,096 18,131 5,892 
6,850 17,534 4,949 
6,574. 16,902 3,921 

6,301 16,155 2,809 
6,065 15,375 1,584 
5,758 14,661 287 
5,4n 12,640 0 
5,153 10,202 0 

4,219 8,270 0 
3,556 5,787 0 
2,796 2,785 0 
2,369 .o 0 
1,896 0 0 

1,489 0 0 
1,090 0 0 

711 0 0 
468 0 0 
311 0 () 

213 0 0 
116 0 0 
44 0 0 

$124,955 $279,740 $80,508 

GABRIEL ROEDER. SMITH & COMPANY 

TABLE 11 

Total 

. $41,114 
39,578 
38,495 
36,920 
35,357 

34,332 
32,971 
31,119 
29,333 
27,397 

25,265 
23,024 
20,706 
18,117 
15,355 

12,489 
9,343 
5,581 
2,369 
1,896 

1,489 
1,090 

711 
468 
311 

213 
116 
44 

$485,203 



Fascal 
fiir_ 

1993 
1994 
1995 
1996 
1997 

1998 
1999 
2000 
2001 
2002 

2003 
2004 
2005 
2006 
2007 

2008 
2009 
2010 
2011 
2012 

2013 
2014 
2015 
2016 
2017 

2018 
2019 
2020 

• .. Total 

Minneapolis Employees Retirement Fund 
Projection Study 

(DOLLARS IN THOUSANDS) 

ACTIVE FUND CONTRIBUTIONS 

CQntributions 
Members Employer State 

$ 8,995 $21,664 $10,455 
8,697 18,638 9,721 
8,170 18,642 9,329 
7,838 18,072 8,873 
7,798 17,324 8,296 

7,569 17,238 7,701 
7,336 16,790 7,040 
7,096 16,303 6,321 
6,850 15,811 5,516 
6,574 15,270 4,655 

6,301 14,629 3,745 
6,065 13,998 2,728 
5,758 13,390 1,680 
5,477 12,614 580 
5,153 11,345 0 

4,219 9,963 0 
3,556 8,118 0 
2,796 5,919 0 
2,369 3,200 0 
1,896 1,215 0 

1,489 0 0 
1,090 0 0 

711 0 0 
468 0 0 
31 I 0 0 

213 0 0 
116 0 0 
44 0 0 

$124,955 $270,143 $86,640 

GABRIEL, ROEDER, SMITH & COMPANY 

TABLE III 

Total 

$41,114 
37,056 
36,141 
34,783 
33,418 

32,508 
31,166 
29,720 
28,177 
26,499 

24,675 
22,791 
20,828 
18,67il 
16,498 

14,182 
11,674 
8,715 
5,569 
3,111 

1,489 
1,090 

711 
468 
311 

213 
l I 6 
44 

$481,738 



rascal 
fil.r_ M~mbfrs 

1993 $ 8,995 
1994 8,697 
1995 8,170 
1996 7,838 
1997 7,798 

1998 7,569 
1999 7,336 
2000 7,096 
2001 6,850 
2002 6,574 

2003 6,301 
2004 6,065 
2005 5,758 
2006 5,4n 
2007 5,153 

2008 4,219 
2009 3,556 
2010 2,796 
2011 2,369 

. 2012 1,896 

2013 1,489 
2014 1,090 
2015 711 
2016 468 
2017 311 

2018 213 
2019 116 
2020 44 

Total $124,955 

Minneapolis Employees Retirement Fund 
Projection Study 

(DOLLARS IN THOUSANDS) 

ACTIVE FUND CONTRIBlmONS 

~QntributiQ~ 

TABLE IV 

Em~hinr T2tal 
Pe~iQD B2nd Slat~ ttnsi2n Bond 

$ 21,664 $ 0 $10,455 $41,114 $ 0 
18,638 0 9,721 37,056 0 
10,473 8,170 9,329 27,972 8,170 
9,702 8,170 8,873 26,413 8,170 
8,751 8,170 8,296 24,845 8,170 

8,459 8,170 7,701 23,729 8,170 
7,795 8,170 7,040 22,171 8,170 
7,083 8,170 6,321 20,500 8,170 
6,357 8,170 5,516 18,723 8,170 
5,593 8,170 4,655 16,822 8,170 

4,711 8,170 3,745 14,757 8,170 
3,833 8,170 2,728 12,626 8,170 
2,983 8,170 1,680 10,421 8,170 
1,952 . 8,170 580 8,009 8,170 
1,414 8,170 0 6,567 8,170 

934 8,170 0 5,153 8,170 
663 8,170 . 0 4,219 8,170 
1(:1.) 8,170 0 3,556 8,170 

0 8,170 0 2,369 8,170 
0 8,170 o. 1,896 8,170 

0 8,170 0 1,489 8,170 
0 8,170 0 1,090 8,170 
0 8,170 0 711 8,170 
0 8,170 0 468 8,170 
0 8,170 0 311 · 8,170 

0 8,170 0 213 8,170 
0 8,170 0 116 8,170 
Q 8.170 Q 44 81 I7Q 

$121,765 $212,420 $86,640 $333,360 $212.~:!0 

r.11co1c1 Dr\Cf"\CD Ca.AITL..J o rrHADA ... IV 



Minneapolis Employees Retirement Fund 
Projection Study 

(DOLLARS IN THOUSANDS) 

ACTIVE FUND CONTRIBUTIONS 

Comparison of Employer Contributions (including 
Bond Payments) from Tables III and IV 

rascal Total Employer Total F.rnployer 
Tulr.. {Tabl~ nn {Tabl~ IVl 

1993 $ 21,664 $ 21,664 
1994 18,638 18,638 
1995 18,642 18,643 
1996 18,072 17,872 
1997 17,324 16,921 

1998 17,238 16,629 
1999 16,790 15,96S 
2000 16,303 15,253 
2001 15,811 14,527 
2002 15,270 13,763 

2003 14,629 12,881 
2004 13,998 12,003 
2005 13,390 11,153 
2006 12,614 10,122 
2007 11,345 9,584 

·2008 ?,963 9,104 
2009 8,118 8,833 
2010 5,919 8,930 
2011 3,200 8,170 
2012 1,215 8,170 

2013 0 8,170 
2014 0 8,170 . 
2015 0 8,170 
2016 0 8,170 
2017 0 8,170 

2018 0 8,170 
2019 0 8,170 
2020 0 8.17Q 

Total $270,143 $334,18S 

GABRIEL. ROFnFR <;:MITI-I R. rruAD,H.Jv 

TABLE V 



Minneapolis Employees Retirement Fund 
Projection Study 

(DOLLARS IN THOUSANDS) 
TABLE VI 

COMPARISON OF ACTIVE ASS.ET VALUES ACCUMULATED 

Under Tables UI and IV 

rascal 
·Xm_ {Tabl~ rm ITabl~ IV) 

1993 $253,542 $253,542 
1994 277,291 277,291 
199S 301,497 402,440 
1996 327,220 428,985 
1997 355,680 4S8,~t32 

1998 385,155 488,144 
1999 415,816 519,257 
2000 446,479 550,089 
2001 476,585 580,134 
2002 505,833 609,082 

2003 528,420 631,089 
2004 554,027 655,801 
2005 571,458 672,000 
2006 582,206 681,131 
2007 584,615 681,487 

2008 575,581 672,198 
2009 544,945 642,932 
2010 499,784 601,676 
2011 453,123 561,790 
2012 416,676 534,889 

2013 374,530 503,973 
2014 344,271 486,011 
2015 313,842 469,047 
2016 277,686 447,636 
2017 251,328 437,423 

2018 231,645 435,419 
2019 214,273 437,405 
2020 204,905 449,235 

GABRIEL, ROEDER, SMITH & COMPANY 



A-6 Analyses on G.O. Bonding Options for MPLS
TRA - Mark Meyer, William Mercer,. Inc., (Feb. 
17, 1994) 





February 17, 1 994 

Ms. Karen Kilberg 
Executive Director 

S.~JP-.t~ 
~ ~ ~ J".t.J-ldJi 
•-'"· ...,.' -/ ~ /117 ;,_, · 

Mpls. Teachers' Ret. Fund Assoc. 
815 Peavey Building 
730 Second Avenue South 
Minneapolis MN 55402-2416 

aA4 ·- ?.5 "~ 
,,---= 

·~'o-RJ~~ 

RE: Projected Cash Flows for MTRFA Funding Alternatives 

Dear Karen: 

Enclosed are five tables that illustrate the cash flow and funded status of the plan 
under different funding scenarios. These tables differ from the ones we provided 
you on February 10, 1994 as follows: 

1. Table I is the same as the projected cash flow with contribution 
lock-in that you have seen before. The heading now clarifies that 
this assumes that lv1ERF does not receive the proceeds of a 
$100,000,000 bond. This means that we use Table 3 from the 
MERF studies by Gabriel Roeder Smith in determining the amount 
of "lock-in contribution" available to MTRFA. 

2. · Table II is similar to Table I except that it assumes that MERF does 
receive the proceeds of a $ I 00,000,000 bond and that the employer 
contributions to MERF are adjusted to reflect the debt service. We 
use Table IV of the MERF illustrations to obtain this "lock-in 
contribution." 

3. Table III illustrates the impact of a $100,000,000 bond issued by the 
Minneapolis School District with the proceeds going to MTRFA. 
This is unchanged from the February l 0 exhibit. 

4. · Table IV simply combines the results of Table II and Table III to 
show the combined effect of a contribution lock-in (with a MERF 
bond) and a $100,000,000 MTRFA bond. 

1800 Piper Jaffray Towe• 
Minneapolis MN 554C2 

6123385440 



WILLIAMM. 
MERCER 

Ms. Karen Kilberg 
Mpls. Teachers' Ret. Fund Assoc. 
February 17, 1994 
Page 2 

5. Table V builds on Table IV to include a transfer from rvtERF to 
MTRFA at the end of the year 2020 in the amount of $180,288,000. 

Please call me if you have questions or would like additional information. 

Sincerely, 

AiaJ 
Mark D. Meyer, J.D., F. 
Principal 

~M:dem 

Encl. 

cc: Steve Schugel - Minneapolis Teachers 
Doug Parr - Mercer 
Deane Ninnemann - Mercer 
Beth Moore - Mercer 

ybdmdmlt.216 



MINNEAPOLIS TEACHERS' RETIREMENT AJND 
TABLE I PROJECTED CASH FLOW wmI CONTRIBtrnON LOCK-IN (NO MBRF BOND) 

MEASURED AS OF JULY 1, 1993 
(DoUan in Thousands) 

CURRENT ACI1JARIAL 

FISCAL STAnrrc>RY CONTIUBtmON OTIIER INVFSfMENT ASSID'S ACCRUED RJNDFl) 

YEAR CONTRIBUilONS LOCK-IN DISBURSEMENTS RE1URN YEAReID LIABll..ITY RATIO 

1992 $501,741 $878,693 .57.IO% 

1993 $24,954 $0 $46,974 $41,606 521,327 924,110 56.41% 

1994 29,834 3,7(/J 50,812 43,475 547,584 969,971 56.45% 

1995 31,189 4,148 51,917 45,734 576,738 1,019,659 .56 . .56% 

1996 32,.597 5,174 53,208 48,U,O 609,561 1,073,347 56.79% 

1997 34,004 6,499 SS,054 51,088 646,®8 1,130,789 57.14% 

1998 35,363 7,180 57,642 .54,170 685,169 1,191,484 57.51% 

1999 36,631 8,289 61,276 57,438 726,251 1,254,528 57.89% 

2000 37,859 9,495 65,125 <,0,870 769,3.SO 1.319,865 58.29% 

2001 39,096 10,792 69,684 64,447 814,001 1,386,943 .58.69% 

2002 40,208 12,194 75,544 68,100 858,959 1,454,438 59.06% 

2003 41,202 13,745 82,619 71,729 903,016 1,521,009 59.37% 

2004 42,481 15,393 88,945 75,330 947,27.5 1,.587,.596 .59.67% 

2(X)5 43,693 17,049 96,201 78,905 990,721 1,653,161 59.93% 

2(X)6 44,714 18,925 105.344 82,333 I .031,J.C9 1,715,469 60.12% 

2007 45,779 20,774 114,803 8.5,.508 1,068,607 1,773,943 60.24% 

2008 47,445 22,156 121,606 88,515 1,10.5,117 1,831,537 60.34% 

2009 49,.516 24,001 127,168 91,549 1,143,01.5 1,889,813 60.48% 

2010 51,685 26,200 132,883 94,713 1,182.730 1,948,743 60.69% 

2011 54,329 28,919 137,003 98,141 1,227,116 2,010,444 61.04% 

2012 57,184 30,904 141,®7 101,946 1,276,053 2,075,348 61.49% 

2013 60,296 32,119 144,740 106,134 1,329,862 2,144,412 62.02% 

2014 63,712 32,119 148,299 110,702 1,388,096 2,218,316 62 . .57% . 

2015 67,249 32,119 152,()(JI 115,641 1,451,014 2,297,327 63.16% 

2016 71,287 32,119 155,004 121.037 1,.520,4.53 2,383,197 63.80% 

2017 75,663 32,119 157,959 127,000 1,597,276 2,476,732 64.49% 

2018 80,289 32,119 161,131 133,.591 1,682,144 2,578,552 6.5.24% 

2019 85,297 32,119 163,883 140,901 1,776,578 2,690,103 66.04% 

2020 90,659 32. 119 166,486 149,045 1,881,91S 2,801,930 67.16% 

2021 96,385 32,119 )68,812 158,143 1,999,7.50 

2m2 102,442 32,119 170,.534 168,344 2.132, 121 ESM021594 

W1ll1am M Mercer. Incorporated 

L/:: 



MINNEAPOLIS TEACHERS' RETIREMENT FUND 
'ABLEil PROJECTED CASH FLOW wm-1 CONTRIBUflON LOCK-IN (WITH MERF BOND) . 

MEASURED AS OF ruL Y 1, 1993 
(Dollan in Thou&IDda) 

CURRENT AcruARIAL 
FISCAL STAnTI'ORY CONTRIBtmON omER INVPSIMENT ASSETS ACCRUED FUNDED 
YEAR CON1RIBtmONS LOCK-IN DISBURSEMfNTS RE1URN YEAREND LlABil.If'Y RATIO --

1992 $501,741 $878,693 57.IO% 
1993 $24,954 $0 $46,974 $41,606 521,327 924,110 56.41% 
1994 29,834 3,760 50,812 43,475 547,.584 969,971 .56.45% 
199.5 31,189 4,147 .51,917 45,734 576,737 1,019,659 .56.56% 
1996 32,597 5,374 53,208 48,269 «IJ,769 1,073,347 .56.81 % 
1997 34,004 6,902 55,054 51,123 646,744 1,130,789 57.19% 
1998 35,363 7,789 57,642 54,251 686,SOS 1,191,484 57.62% 
1999 36,631 9,114 61,276 .57,.587 728,561 1,254,.528 58.07% 
2000 37,859 10,.545 65,125 61,111 772,951 1,319,865 58.56% 
2001 39,096 12,076 69,684 64,808 819,247 1,386,943 59.07% 
2002 40,208 13,701 75,.544 68,610 866,222 1,454,438 59.56% 
2003 41,202 15,493 82,619 72,421 912,719 1,521,009 60.01% 
2004 42,481 17,388 88,945 76,239 959,882 1,587,596 60.46% 
2005 43,693 19,286 ?6,201 80,072 1,006,732 1,653,161 60.90% 

2006 44,714 21,417 105,344 83,799 1,051,318 1,715,469 61.28% 
2007 45,779 22,535 114,803 87,280 1,092,109 1,773,943 61 . .56% 
2008 47,44.5 23,015 121,606 90,.549 1,131,.512 1,831..537 61.78% 

2009 49,.516 23.286 127,168 93,762 1,170,908 1,889.813 61.96% 

2010 51,685 23,189 132,883 96,956 1,209,855 1,948,743 62.08% 
2011 54,329 23,949 137,003 100,236 1,251,366 2,QI0,444 62.24% 

2012 57,184 23,949 141,097 103,711 1,295,113 2,075,348 62.40% 
2013 60,296 23_,949 144,740 107,407 1,342,025 2,144,412 62.58% 
2014 63,712 . 23,949 148,299 I I 1,389 1,392,776 2.218,316 62.79% 
2015 67,249 23,949 152,091 115,692 1,447,575 2.297,327 63.01% 
2016 71,287 23,949 155,004 120,397 1,508,204 2,383,197 63.28% 
2017 75,663 23,949 157,959 125,611 1,575,468 2,476,732 63.61% 
2018 80,289 23,949 161,131 131,391 1,649,966 2,.578.552 63.99% 
20i9 85,297 23,949 163,883 137,819 1,733,148 2,690,103 64.43% 
2020 90,659 23,949 166,486 145,007 1,826,277 2,801,930 65.18% 

2021 96,385 23,949 168,812 153,067 1,930,866 

2022 102,442 23,949 170,.534 162,141 2,048,864 ESM02l594 

W1ll1arn M Mercer, Incorporated 
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MINNEAPOLIS TEACHERS' RETIREMENT FUND 
TABLEID PROJECTED CASH FLOW WITH $100 MIILION BOND 

MEASURE> AS OF JULY 1, 1993 
(Dolhn in lboulllkk) 

CURRENT ACIUARIAL 
FISCAL STAnITORY DEBT OmER INVFSrMfNT ASSETS AOCRUED FUNDfD 
YEAR CONTRIBUilONS SERVICE DISBURSEMf.NJ"S RE1URN YEARBID LIABIUIY RATIO 

1992 $501.741 $878,693 .57.10% 

1993 $24.954 so $46.974 $41.606 521.327 924,1 IO 56.41% 

1994 29.834 0 50,812 43,315 543.664 969.971 56.05% 

1995 31,189 0 51,917 45.224 668,160 1.019.659 65.53% 

1996 24,538 8,059 53,208 55,469 694,959 1,073,347 64.75% 

1997 25,945 8,059 55,054 57,728 723,578 1,130.789 63.99% 

1998 27,304 8,059 57,642 60,109 753,349 1,191,484 63.23% 

1999 28.572 8,059 61,276 62,538 783,183 1.254,.528 62.43% 

2000 29,800 8,059 65,125 64,963 812,821 1.319,865 61.58% _ 

2001 31.037 8.059 69,684 -- _ _ _ 67,341_ - ... · 841,51 S - - .J ,386.943 - · -- -·- --<,0.67~ ·-·----· ---- - ------· ----- · .. 

2002 32,149 8,059 75,544 69.578 867,698 1.454.438 59.66% 

2003 33,143 8,059 82,619 71,545 889,767 1,521.009 58.50% 

2004 34,422 8,059 88,945 73,207 908,451 1,587,596 57.22% 

2005 35,634 8,059 96,201 74,538 922,422 1,653,161 55.80% 

2006 36,655 8,059 105,344 75,380 929,113 1,715,469 54.16% 

2007 37,.720 8,059 114,803 15,592 927,622 1,773,943 52.29% 

2008 39,386 8,059 121,606 75.247 920,649 1,831,537 50.27% 

2009 41,4.57 8,0.59 127,168 74,506 909,«4 1,889,813 '48.12% 

2010 43,626 8,059 132,883 73,403 893,590 1,948,743 45.85% 

2011 46,270 8,059 137,003 71,993 874,850 2,010.444 43.52% 

2012 49,125 8,059 141,0CJ7 70,347 8.53,225 2,075,348 41.11 % 

2013 52,237 8,059 144,740 68,486 829,208 2,144.412 38.67% 

2014 55,653 8,059 148,299 66,439 803,001 2,218,316 36.20'I, 

2015 59,190 8,059 152,091 64,201 774,301 2.297,327 33.7()'1, 

2016 63,228 8,059 155,004 61,809 744,334 2,383,197 31.23% 

2017 67,604 8.059 1.57,959 59,322 713,301 2,476,732 28.8()'1, 

2018 72,230 8,0.59 161,131 56.746 681.146 2,578,552 26.'42% 

2019 77,238 8,059 163.883 54,109 648,6IO 2,690.103 24.11% 

2020 82,600 8,059 166,486 51,460 616,184 2,801,930 21.99% 

2021 88.326 8,059 168,812 48,849 584,547 

2022 94,383 8,059 170,534 46.344 554,740 ESM021594 

Wilham M. Mercer, Incorporated 

'-f (_ I 



MINNEAPOLIS TEACHERS' RETIREMENT f1JND 
'ABLE IV PROJECrED CASH FLOW WITH CON1RIBtmON LOCK-IN AND $100 MILLION BONDS BY MiRFA & MERF 

MEASURED AS OF ~y 1, 1993 

Cl)ollan in Thousands) 

CURRENr ACTUARIAL 
ASCAL STAnITORY DEBT CON1RIBtrnON OrnER INVESThIDIT ASSETS ACCRUED AJNDED 
YEAR CONTRIBUllONS SFRVICE LOCK-IN DISBURSEMINrS RETIJRN VF.AREND LIABnnY RATIO --

1992 $501,741' $878,693 57.IO% 
1993 $24,954 so so $46,974 $41,(,()6 521,327 924,110 56.41% 
1994 29,834 0 3,760 50,812 43,475 547,584 969.971 56.45% 
1995 31,189 0 4,147 51,917 45,734 6716,737 1,019,659 66.37% 
1996 24,538 8,059 5,374 53,208 56,426 709,867 1,073,347 66.14% 

1997 25,945 8,059 6,902 55,054 59,289 746,949 1,130,789 66.06% 

1998 27,304 8,059 7,789 57,642 62,426 786,826 1,191,484 66.04% 
1999 28,572 8,059 9,114 61,276 65,771 829,007 1,254,528 66.08% 
2000 29,800 8,059 10,545 65,125 69,306 873,533 1,319,865 66.18% 

2001 31,037 8,059 12,076 69,684 73,015 919,977 1,386,943 66.33% 
2002 32,149 8,059 13,701 75,544 76,830 967,113 1,454,438 66.49% 

2003 33,143 8,059 15,493 82,619 80,654 1,013,784 1,521,009 66.65% 

2004 34,422 . 8,059 17,388 88,945 84,487 1,061,136 1,587,596 66.84% 

2005 35,634 8,059 19,286 96,201 88,336 1,108,191 1,653,161 67.03% 
2006 36,655 8,059 21,417 105,344 92,081 1,153,000 1,715,469 67.21% 

2007 37,720 8,059 22,535 114,803 95,580 1,194,032 1,773,943 67.31% 

2008 39,386 8,059 23,015 121,<,06 98,870 1,233,697 1,831,537 67.36% 

2009 41,457 8,059 23,286 127,168 102,105 1,273,377 1,889,813 67.3H, 

2010 43,626 R,059 23,189 132,883 105,323 1,312,632 1,948,743 67.36% 

2011 46,270 8,059 23,949 137,003 108,629 l,3S4,477 2,0I0,444 67.37% 

2012 49,125 8,059 23,949 141.097 112,133 1,398,587 2,075,348 67.39% 

2013 52,237 8,059 23,949 144,740 115,860 1,445,893 2,144,412 67.43% 

2014 55,653 8,059 23,949 148,299 119,875 1,497,001 2,218,316 67.49% 

2015 59,190 8,059 23,949 152,091 124,214 1,552.333 2,297,327 67.57% 

2016 63,228 8,059 23,949 155,004 128,959 1,613,465 2,383,197 67.70% 

2017 67,604 8,059 23,949 157,959 134,216 1,681,275 2,476,732 67.88% 

2018 72,230 8,059 23,949 161,131 140,042 1,756,365 2,578,552 68.11% 

2019 77,238 8,059 23,949 163,883 146,520 1,840,189 2,690,103 6R.41% 

2020 82,600 8,059 23,949 166,486 153,762 1,934,014 2,801,930 69.02% 

2021 88,326 8,059 23,949 168,812 161,882 2,039,359 

2022 94,383 8,059 23,949 170,534 171,02 I 2,158,178 ESM021594 

W1ll1am M Mercer. Incorporated 

q ( 



MINNEAPOLIS TEACHERS' RETIREMENT FUND 
TABLEV PROJECTED CASH FLOW wrrn CONTRIBlITION LOCK-IN, $100 MIi.LiON BONDS AND MF.RP BALLOON 

MEASURED AS OF nn.. Y I, 1993 
(Dollara in 1bousands) 

OJRRENT AcruARIAL 
ASCAL STAnITORY DEBT CON1lt1Btm0N ()11{ER INVF.STMen' . ASSETS ACCRUED FUNDED 
YEAR CONTRIBUTIONS SERVICE LOCK-IN DISBURSEMENTS RE1URN YF..AReID LIABllil"Y RATIO 

1992 $.501,741 $878,693 57.10% 

)993 $24,954 so so $46,974 $41,606 .521,327 924,110 .56.41% 

1994 29,834 0 3,760 .50,812 43,47.S 547,.584 969,971 ~.4S% 

199.5 31,189 0 4,147 .51,917 45,734 676,737 1,019,659 (,6.37% 

)996 24,538 8,0.59 5,374 .53,208 56,426 709,867 1,073.347 (,6.14% 

)997 2.5,94.5 8,0.59 6,902 .5.5,054 59,289 746,949 1,130,789 (,6.06% 

1998 27,304 8,0.59 7,789 .57,642 62,426 786,826 1,191,484 (,6_()4% 

1999 28,.572 8,0.59 9,114 61,276 6.5,771 829,007 l,2S4,528 (,6.08% 

2000 29,800 8,0.59 10,545 65,125 69,306 873,533 1,319,865 (,6.18% 

2001 31,037 8,059 12,076 69,684 73,015 919,9n 1,386,943 (,6.33% 

2002 32,149 8,059 13,701 75,544 76,830 967,113 1,454,438 (,6_49% 

2003 33,143 8,0.59 1.5,493 82,619 80,654 1,013,784 1,521.009 66.65% 

2004 34,422 8,0.59 17,388 88,945 84,487 1,061,136 1,587,596 66.84% 

2005 35,634 8,059 19,286 96,201 88,336 I, 108,191 1,6.53,161 67.03% 

2006 36,65.5 8,0.59 21,417 105,344 . 92,081 1,153,000 1,715,469 67.21% 

2007 37,720 8,0.59 22,.535 114,803 9.5,.580 1,194,032 1,773,943 67.31% 

2008 39,386 8,059 23,0IS 121,606 98,870 1,233,697 , 1,831,.537 67.36% 

2009 41,4.57 8,0.59 23,286 127,168 102,105 1,213,Jn 1,889,813 67.38% 

2010 43,626 8,0.59 23,189 132,883 10.5,323 1.312,632 1,948,743 67.36% 

2011 46,270 8,059 23,949 137,003 108,629 1,354,-477 2,010,444 67.37% 

2012 49,12.5 8,0.59 23,949 141,097 112.133 1.398,587 2,075.348 67.39% 

2013 .52,237 8,0.59 23,949 144,740 115,860 1,445,893 2,144,412 67.43% 

2014 .5.5,6.53 8.0~9 23,949 148,299 119,87.5 1,-497,071 2,218,316 67.49% 

201.5 .59,190 8,0.59 23,949 1.52,091 124,214 1,552.333 2,297,327 67 . .57% 
/ 

8,0.59 23,949 I .5 .5, 004 128,9.59 1,613,-46.5 2,383,197 67.70% 20)6 63,228 

2017 67,604 8,059 23,949 1.57,959 134,216 1,681,27'J 2,476,732 67.88% 

2018 72,230 8,059 23,949 161,131 140,042 1,7.56,36.5 2,578,.5.52 68.11% 

2019 77,238 8,059 23,949 163,883 146,.520 1,840,189 2,690.IOJ 68.41% 

2020 82,600 8,0.59 23,949 J(,6,486 153,762 2,114,302 2,801,930 75.46% 

2021 88,326 8,059 23,949 168,812 177,207 2,234,972 

2022 94,383 8,059 23,949 170,534 187,648 2,370,418 ESM021594 

William M. Mercer. Incorporated 

,· Y6 



MINNEAPOLIS TEACHERS' RETIREMENT FUND 
PROJECfED CASH FLOW wrrn CONTRIBUTION LOCK-IN AND $100 MILLION BOND 

MEASURED AS OF JULY I, 1993 
(Dollars in Thousands) 

CURRENT AcruARIAL 
FISCAL STATIITORY DEBT CONTRIBUllON 011-l!ER INVESTMENT ASSETS ACCRUED RJNDED 
YEAR CONTRIDUllONS SERVICE LOCK-IN DISBURSEMENTS RElURN YF.AREND LIABil.IrY RATIO --

1992 $501,741 S878.693 57.10% 
1993 $24,954 so so $46,974 $41,606 521,327 924,IIO 56.41% 
1994 29,834 0 3,760 50,812 43,475 547.584 969,971 56.45% 
1995 31,189 0 4,148 51.917 45,734 · 676,738 1,019,659 66.37% 
1996 24,538 8,059 5,174 53,208 56,418 709,660 1,073,347 66.12% 
1997 25,945 8,059 6,499 55,054 59,254 746,304 1.130.789 66.00% 
1998 27,304 8,059 7,180 57,642 62,345 785,491 1.191,484 65.93% 
1999 28,572 8,059 8,289 61,276 65,623 826,699 1,254,528 65.90% 
2000 29,800 8,059 9,495 65,125 69,065 869,934 1,319,865 65.91% 
2001 31,037 8,059 10,792 69,684 72,654 914,733 1,386,943 65.95% 
2002 32,149 8,059 12,194 75,544 76,320 959,852 I .454,43R 65.99% 
20<>:l 33,143 8,059 13,745 82.619 79,963 1,004,084 1.521,009 66.01% 
2(X)4 34,422 8,059 15,393 88,945 83,578 1,048,532 1,587.596 66.05% 
2005 35,634 8,059 17,049 96,201 87,169 1,092,183 1,653,161 66.07% 
2006 36,655 8,059 18.925 105,344 90,614 1,133,033 1,715.469 66.05% 
2007 37,720 8,059 20,774 114,803 93,808 1,170,532 1,773,943 65.98% 
2008 39,386 8,059 22,156 121,606 96,836 1,207,304 1,831,537 65.92% 
2009 41,457 8,059 24,001 127.168 99,892 1,245,486 1,889,8 I 3 65.91% 
2010 43,626 8,059 26,200 132,883 103,080 1,285,509 1,948,743 65.97% 
2011 46,270 8,059 28,919 137,003 106,535 1,330,230 2,010,444 66.17% 
2012 49,125 8,059 30,904 141,097 J 10,368 1,379,530 2.075.348 66.47% 
2013 52,237 8,059 32,119 144,740 114,587 1,433,733 2,144,412 66.86% 
2014 55,653 8,059 32,119 148,299 119,189 1,492,395 2.218.316 67.28% 
2015 59,190 8,059 32,119 152,091 124,164 1.555,777 2,297,327 67.72% 
2016 63,228 8,059 32,119 155,004 129,599 1,625,719 2,383,ll97 68.22% 
2017 67,604 8,059 :n.119 157,959 135,605 1,703,088 2.476,732 68.76% 
2018 72,230 8,059 32,119 161,131 142,243 1,788,549 2,578,552 69.36% 
2019 77,238 8,059 32,119 163,883 149,603 1,883,626 2,690,103 10.on, 
2020 82,600 R,059 32,119 166.486 157,802 1,989,661 2.801,930 ?LOI% 
2021 8RJ26 8,059 32,119 168,812 166,959 2,108,253 
2022 94J83 8,059 32,119 170,534 177,224 2,241,445 f:SM0209<J4 

W1ll1am M Mercer. Incorporated 

~!-; 




