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Stuart A. Robertson, F.S.A.
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Legislative Commission on
Pensions and Retirement

55 State Office Building
St. Paul, Minnesota 55155

RE: State Employees Retirement Fund

Commission Members:

Pursuant to the terms of our Actuarial Services Contract, we have performed
an actuadal valuation of the Fund as of July l, 1995.

The results of our calculations are set forth in the following report, as are the
actuarial assumptions upon which our calculations have been made. We have
relied on the basic employee data and asset figures as submitted by the
Minnesota State Retirement System.

On the basis of the foregoing, we hereby certify that, to the best of our
knowledge and belief, this report is complete and accurate and has been
prepared in accordance with the requirements of Section 356.215, Minnesota
Statutes, and the requirements of the Standards for Actuarial Work, adopted
by the Commission on July 8, 1992.

Respectfully submitted,
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Thomas K. Custis, F.S.A., M.A.A.A.
Consulting Actuary ,
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State Employees Retirement Fund

Report Highlights
(dollars in thousands)

0710U94
Valuation

07101/95
Valuation

CONTRIBUTIONS (Table I l)
l. Statutory Contributions - Chapter 352

Yo of Payroll

2. Required Contibutions - Chapter 356
% of Payroll

3. Suffrciency @eficiency): (A.l . - A.2.)

FI.JNDING RATIOS
l. Accrued Benefit Funding Ratio

a Current Assets (Table l)
b. Current Benefit Obligations (Table 8)
c. Funding Ratio: (a/b)

2. Accrued Liability Funding Ratio
Current Assets (Table l)
Actuarial Accrued Liability (Table 9)
Funding Ratio: (a/b)

3. Projected Benefit Funding Ratio (Table 8)
a. Current and Expected Future Assets
b. Current and Expected Future Benefit Obligations
c. Funding Ratio: (a/b)

PLAN PARTICIPANTS
1. Active Members

Number (Table 3)
Proj ected Annual Earnings
Average Annual Earnings (Actual $)
Average Age
Average Service

2. Others
Service Retirements (Table 4)
Disability Retirements (Table 5)
Survivors (Table 6)
Deferred Retirements (Table 7)
Terminated Other Non-vested (Table 7)
Total

8.27%

9.t5%

8.27%

8.05%

B.

-0.88%

s3,158,068
$3,376,267

93.54%

$3,158,068
$3,876,584

81.47%

$4,604,302
$4,872,195

94.50%

0.22%

$3,462,098
$3,339,193

t03.68%

$3,462,099
$3.79s.926

91.2t%

$4,749,183
$4,689,789

tot.27%

)

a.

b.
c.

c.

a.

b.
c.
d.
e.

a.

b.
c.
d.
e.

f.

49,365
$1,789,033

$36,241
42.2
10.8

13,924
800

1,207
4,glg

49,705
$1,611,687

$32,425
42.7
I 1.1

14,004
824

1,313

5,518
5,242

26,901
4.744

")
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Purpose

The purpose of this valuation is to determine the financial status of the Plan. In order to achieve this
purpose, an actuarial valuation is made at the beginning of each fiscal year as required by Section
356.215 of Minnesota Statutes.

Report Highlights

The financial status of the Plan can be measured by three different funding ratios:

o The Accrued Benefit Funding Ratio is a measure of current funding status and, when viewed
over a period of years, presents a view of the funding progress. It is based upon benefits which

t have been earned by service to the valuation date. This year's ratio is 103.68%. The/ corresponding ratio for the prior year was93.54Yo.

"The Accrued Liability Funding Ratio is also a measure of funding status and funding progress.
It is based on the actuarial cost method that has historically been used by the State. For 1995
the ratio is9l.2l%o, which is an increase from the 1994 value of 81.47%.

oThe Projected Benefit Funding Ratio is a measure of the adequacy or deficiency in the
contribution level. This year's ratio of l0l.27o/o verifies that the current statutory contributions
are suffrcienL

Asset Information (Tables I and 2)

Minnesota Statutes require that the asset value used for actuarial pulposes recognize only a third of
the unrealized gains and losses. This requirement exists because market values (which include all
unrealized gain and losses) are typically volatile and can produce erratic changes in the contribution
requirements from year to year.

The calculation of the Actuarial Value of Assets is shown in Table I on lines Fl to F6. It combines
the cost value of the Assets Available for Benefits and one-third of the difference between the
market value and cost value of those assets.

The term "Actuarial Value of Assets" is used to indicate that the value was determined for use in this
r nctuarial valuation. Since Minnesota Statutes refer to this value as "Current Assets", the latter

.) phrase will be used in the remainder of this report.
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Uif|lr* qq*itiput"l in the-Ivlinnesota Post Retirement Investment Fund (i.e. MPRIF). After the
MPRIF liability has been qa-lculated {or eagll participating Plan, the State Board of Investrnentr, (i.e.
SB.I), wiJl determine each Plan's portion ol$igxge3s eairings for the January b;;iii inii.ur. ut\ well as the Plan's allocated market share of MPRIF.)

Actuorial Balance Sheet (Table 8)

An actuarial balance sheet provides a method for evaluating current and future levels of funding.

The Current Benefit Obligation used to measure current fundine levels is calculated in accordance
with Statement No. 5 of the Governmental Accounting Standards Board (GASB). Those
requirements are:

" For Active Members - salary and service are projected to retirement to determine benefits for
each member and the ratio of credited service to-total service establishes the portion of the
projected benefit to be used in calculating the current funding level.

oForNon-active Members - the discounted value of benefits, including augmentation in cases
where benefits have not commenced.

GASB Disclosure

The Current Benefit_Obligation amounts in Table 8 are required to be disclosed by Statement No. 5
of the Govemmental Accounting Standards Board (GASB). However, Statement No. 5 uses the

, terlns "Actuarial Present Value of Credited Projected Benefits" and "Pension Benefit Obligation"
) rather than "Current Benefit Obligation".

The JULY l, 1995 Pension Benefit Obligation reported in Table 8 is reformatted for GASB
reporting purposes in the following table:

Retirees and beneficiaries currently receiving benefits and
terminated employees not yet receiving benefits $1,442,864,000

Current Employees
Accumulated employee contributions including $718,188,000

allocated investment income
Employer-financed vested 1,052,855,000
Employer-financed nonvested L25,286,000

Total Pension Benefit Obligation $3,339,193,000

NetAssets Available for Benefits at Cost $3,401,803,000

Total Benefit Obligation less Assets ($62,610,000)

Funded Ratio 101.88%

)

UIII Ir]IrUV & ROBERISON, INC.
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Actuorial Cost Method (Toble 9)

fhe apprgach qsgdlV +9 S.tatg of Minnesota to determine contribution sufficiency is the Entry Age
Normal Actuarial Cost Method. The primary characteristic of this method is thatit attocates 

"'oitr"uta level percentage ofpayroll.

{ comparison of this actuarial method (fablq 9) !o tle actuarial balance sheet (Table 8) illustrates
the two techniques &r allocating liabilities of aitive Members to past and futuri. As n6ted in thJ
prior section, thetalance sheet allocates benefits and the conespohding liabilities, on the basis of
service. The method used in Table 9 allocates liabilities so that ttre coit each year will be a constant
percentage of payroll. Both approaches, however, calculate the value of all future benefits the same
way (see line F of Table 8 and line 4'6, column l, of Table 9).

An Unfunded Actuarial Accrued Liability is computed under the Entry Age Normal Actuarial Cost
Yethod by comparing the liabilities allocated_to-past service (Actuariil AEcrued Liability) to the
Current Assets. This amount, line 83, is funded over the remaining years to the amortizifion date
by a series of payments that remain a constant percentage of payrol-l 6ach year.

Tlrg put"rqnts will increase 5.00% each year because that is the assumed rate of increase in payroll.
Although the-payment schedule will be adequale to amortize the existing unfunded, the low6r 

-

payments in the earlier years will not be sufficient to cover the interest on the unfunded tiability.
A&t q fe-w years, the annual payment will cover the interest and also repay a portion of the
unftnded.

Sources ofActuoriol Gains and Losses (Table 10)

The assumptions used in making the calculations using the Entry Age Normal Actuarial Cost
Method are based on long-term expectations. Each year the actual eiperience will deviate from the
long-term expectation. For a detailed analysis of the major components, refer to Table 10.

Contribution S ullicienqt (Table I 1)

This r-e-port determines the. adgquacy of Statutory Contributions by comparing the Statutory
Contributions to the Required Contributions.

The Required Contibutions, set forth in Chapter 356, consist of:

oNormal 
costs based on the Entry Age Normal Actuarial Cost Method.

"A Supplemental Conhibution for amortiangany Unfunded Actuarial Accrued Liability.
"An Allowance for Expenses.

Table I I shows the Plan has a contribution sufficiency since the Statutory Contribution Rate is
8.27% compared to the Required Contribution Rate of 8.05%. The contribution suffrciency
has improved significantly due to a change in the salary data which has been used in this valuation.
The magnitude of the gain due to this change is reflected in Table 10, D.5. "Other Items".

)
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) Changes inActuarialAssumptions

There were no changes in actuarial assumptions since the last valuation.

Changes in Plan Provisions

There were no changes in plan provisions since the last valuation which impacted funding costs.

)
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State Employees Retirement Fund

Accounting Balance Sheef
(dollars in thousonds)

JI.JLY 1,1995

TABLE 1

Market Value Cost Value
A ASSETS

l. Cash, Equivalents, Short-term Securities
2. Investnents

a. Fixed Income
b. Equity
c. Real Estate

3. Equity in Minnesota Post-Retirement
Investment Fund (MPRIF)

4. Other

B. TOTAL ASSETS

C. AMOUNTS CURRENTLY PAYABLE

D. ASSETS AVAILABLE FOR BENEFITS
l. Member Reserves
2. Employer Reserves
3. MPRIF Reserves
4. Non-MPRIF Reserves
5. Total Assets Available for Benefits

E. TOTAL AMOUNTS CI.JRRENTLY PAYABLE
ANID ASSETS AVAILABLE FOR BENEFITS

7,300 7,300

$38,825

626,961
1,509,31I

93,621
1,313,396

____$3t!9JA4

$6,617

s546,329
l,7lg,74l
1,313,396

4,231
$3,582,697

__$3l!9,30{

$38,825

610,214
1,336,683

102,012
1,313,386

$3.408.420

$6,617

$546,329
1,537,957
1,3 13,396

4,231
$3,401,903

___ J3lAEl2q

F. DETERMINATION OF ACTUARIAL VALUE OF ASSETS

Cost Value of Assets Available
for Benefits @5)
Market Value (D5)
Cost Value @5)
Market Over Cost: (F2-F3)
l/3 of Market Over Cost (F4)/3
Actuarial Value of Assets (Fl+Fs)
(Same as "Curent Assets")

t.

$3,582,687
3,401,903
$180,884

$3,401,803

60,295

____$3t62p9r

2.
3.
4.
5.
6.

)
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State Employees Retirement Fund

Change /n.Assefs Available For Benefits
(dollars in thousands)

YEAR ENDING JUNE 30, 1995

TABLE 2

Market Value Cost Value

$3,190,071 $3,147,068A ASSETS AVAILABLE AT BEGINNING OF PERIOD

B. OPERATING REVENUES

l. Member Contributions
2. Employer Contributions
3. Investment Income
4. MPRIF Income
5. Net Realized Gain (Loss)
6. Other
7. Net Change in Unrealized Gain (Loss)

8. Total Revenue

C. OPERATING EXPENSES

l. Service Retirements
2. Disability Benefits
3. Survivor Benefits
4. Refunds
5. Investment Fees

6. Administrative Expenses
7. Other

8. Total Disbursements

OTHER CHANGES IN RESERVES

ASSETS AVAILABLE AT END OF PERIOD

$61,627
63,161

141,795
107,910

19,883
900

l47,ggl

$61,627
63,161

141,795
107,910

19,883
900

0

$543,157 s395,276

D.

E.

$126,831
0
0

6,275
3,183
l,g0g
2,344

$140,541

0

___ J$8e687_

$126,831
0
0

6,275
3,193
1,908
2,344

$140,541

0

____$3J9M3_

)
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TABLE 3

State Employees Retirement Fund

ACTIVE MEMBERS AS OF JUNE 30, 1995

AGE

<25
25-29

30-34
35-39

40-44
45-49

50-54
55-59

60-64
65+

ALL

896
1,564

1 ,196
970

805
595

250
L46

56
40

6.518

35
B2T

B9B
494

244
42

2.534

46

393
580

259
42

L,320

1.148
3.702

6,131
B,2OB

9,583
8,949

5,609
3,755

2,0L4
606

49,705

243 9
L.722 402 L4

1,958 2,096 803 78
1.538 2.605 1,903 1,158 34

t,467 2,320 L.792 2, 058 1 , 106
1,140 L.779 L,332 L.759 L ,477

537 L,042 725 952 BLz
308 552 523 658 494

202 272 305 357 319
75 9s tzL 108 83

9,190 LL,t72 7,518 7 ,LZB 4,325

AVERAGE AI,INUAL EARNINGS

) AGE

<25
25-29

30-34
35-39

40-M
45-49

50-54
55-59

50 -64
65+

ALL

L3.743
19.048

2L,993
21.453

21.848
2s.662

19,638
20.993

L6,27L
72,932

20,t7L

L9,357
24.048

25.749
26,278

27.3L5
28.228

27,L50
27.359

25,027
L6.426

25.95t

t7 ,230
25.742

29.483
31.016

32,469
32,49L

31 .64s
30,090

30.377
27 ,tgg

3L,029

24,LBO

28.583
32.035

33.729
32.979

33. 198
30,694

32,296
32,8t4

32.265

28.494
31 ,687

35,339
36, B9B

35,9L7
34, 158

33,672
32,370

34,895

3L,245

34,435
39,089

39,099
36,408

34.644
34,596

37 ,Ltg

33,143
37 ,L62

40,551
39,386

37 ,LzB
34,427

38,692

39,2L0

41.282
42,735

42.238
41,680

42,049

L4,959
22.L20

26,699
29,330

31 ,869
33,985

34,786
34.3t7

33,342
29,483

30,62L

AGE

ALL

)
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TABLE 4

State Employees Retirement Fund

SERVICE RETIREMENIS AS OF JUNE 30, 1995

&
<50

50-54

55-59
60-il

65-69
70-74

75-79
80-84

85+

ALL

2

133
265

188
2L

8

2

355
1,057

t.497
347

52
1

7
406

L,254
L,7L7

264
5

L70
1,030

1,s86
242

4

3,032

4

495
L,728

3, 109
3,131

2,448
L,767

L,322

14.004

16

524
r,262

62

L,864

L4
246

87B

1,1386L7 3,311 3,653

11

378

389

AVERAGE ANNUAL BENEFIT

AGE

<50
50-54

55-59
60-64

65-69
70-74

75-79
80-84

85+

ALL

14.543

5,428
5,957

7 ,098
6,226

5,245

9,559

8.994
9.784

8,197
8,634

9.421
2L.370

7 .706
11.140

9.248
7 .484

7 .177
6.979

12,051

B, O18
9,516

8,709
B, 158

7 ,804
6,304

5,503

7 ,B9B

8.483

8,638
5,918

5,66s

6,6966.218 8,859 8,473

LL,026
9, 15s

7 ,6L9
7,LLs

6,003

8.290

4,810
7 .521

s,804

6, 163

3,856

4,773

4,747

AGE

ALL 1,846 110,603

)

3,836 29,332 30,951 25,13s L2,4BL 7,013
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TABLE 5

)
State Employees Retirement Fund

SURVIVORS AS OF JUNE 30, 1995

54
47

B9
r27

220
256

234
r49

r37

1 ,313

1

1

2
2

5
9

57

77

2
7

11
37

45

t02

6
34

39
32

5

116

3
4

4
13

45
72

4L
14

t96

16
9

23
45

77
56

4t
20

11

298

16
2L

42
48

73
66

76
30

15

387

19
13

19
20

15
19

2L
7

4

137

AGE

<50
50-54

55-59
60-il

6s-69
70-74

75-79
80-84

85+

ALL

AVERAGE ANNUAL BENEFIT

AGE

<50
50-54

55-59
60-il

65-59
70-74

75-79
80-84

85+

ALL

3,353
6.988

4,94L
8,451

9.463
10,256

5,398
8.656

4,1L9

6.896

4,404
6,544

6,474
7 .9r4

7 .893
7.33s

6,584
5.569

5. 055

6,882

4,586
5. 078

7 ,542
6,005

7 ,269
6,515

7 .770
6.604

6,396

6,739

2,909
5.262

4.992
5.872

7 ,53t
7,340

6,332
5,903

6,559
7 ,L39

7 ,222
6,28L

3.223

6,73L

2,5L0
4,522

4,773
6,597

6,388

6, 086

3,900
2,426

3, BB4
2,TLs

5,650
3.527

4, 133

4,077

4,005
6,277

6,327
7 ,070

7 ,586
7 ,230

6,643
6.L69

5,L23

6,601

8,667

6,815

AGE

ALL

)

2,008 1 ,3352,663

MILLIMAN & ROBERISON, INC.
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TABLE 6

State Employees Retirement Fund

DISABILITY RETIREMENIS AS OF JUNE 30, ].995

107
69

101
126

L20
L4t

91
51

1B

824

4

3
5

10

22

4
10

15
27

B

66

2

2
6

9
50

60
1B

4
5

4
11

27
60

13
1

18
L4

24
34

51
L7

158

5B
32

52
55

28

27
16

L7
20

1

B1 225

AGE

<50
50-54

55-59
60-64

65-69
70-74

75-79
80-84

85+

ALL t25 L47

AVERAGE ANNUAL BENEFIT

AGE

<50
50-s4

55-59
60-64

6s-69
70-74

75-79
80-&t

85+

ALL

4.015
8,594

6.125
6.L29

965

5.059
6,844

6.249
6,995

5,803

3 ,894
6.049

4,426
6.552

5,068
4,680

3.759
5.961

5,252
4,273

6, 053
5,924

4.626
3.940

4,5L4

3.426
5,L57

6.718
5.549

5.759
4,985

2,773

3,869
5,029

5.226
5.562

4,256

5,060

4,551
6,957

5,631
6,4t3

5,511
5,558

5,431
5,26L

4,L06

5,613

4.625

5,230

3,372
4,896

3,986

4,335

AGE

ALL

5,847 6,L54 5 ,20L 5,566 5,578

)

1 ,384

MIr I n[rN{ & rcBERTSON INC.
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TABLE 7
State Employees Retirement Fund

Reconciliation Of Members

Actives

Terminated
Defened

Retirement
Other

Non-Vested

A ON JUNE 30,1994

B. ADDITIONS

C. DELETIONS
l. Service Retirement
2. Disability
3. Death
4. Terminated - Deferred
5. Terminated - Refund
6. Terminated - Other Non-Vested
7. Returned as Active
8. Transferred to Other Fund

D. DATA ADruSTMENTS

Vested
Non-Vested

E. TOTAL ON JI.INE 30, 1995

A. ON JUNE 30,1994

B. ADDITIONS

C. DELETIONS
1. Service Retirement
2. Death
3. Annuity Expired
4. Returned as Active

DATA ADruSTMENTS

TOTAL ON JUNE 30, 1995

49,365

4,472

(47t)
(66)
(s8)

(t,072)
(1,630)
(t,441)

264
0

342

4,818

1,331

(rs0)
(14)
(s)
0

(130)
(3)

(t23)
0

4,744

1,722

(7)
0

(3)
(l 8)

(383)
0

(141)
(670)

38,150
I1,555

49,705

(206) (2)

5,518

Recipients

5,242

Retirement
Annuitants Disabled Sunrivors

13,924

682

0
(534)

0
0

14,004

1,207

148

0
(36)

0
0

(6)

1,313

Page 12

800

83

0
(67)

0
0

8D.

E.

)
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A.

B.

C.

D.

State Employees Retirement Fund

Actuarial Balance Sheef
(dollars in thousands)

ruLY l,lgg5

CLTRRENT ASSETS (TABLE 1, F6)

EXPECTED FUTURE ASSETS
l. Present Value of Expected Future

Statutory Supplemental Contributions (See Table I l)
2. Present Value of Future Normal Costs
3. Total Expected Future Assets

TOTAL CURRENT A}ID EXPECTED FUTURE ASSETS

CURRENT BENEFIT OBLIGATIONS Non-Vested Vested
l. Benefit Recipients

a. Retirement Annuities
b. Disability Benefits
c. Surviving Spouse

and Child Benefits

TABLE 8

$3,462,098

s393,222

893,863
$1,287,085

___ $4,7!%83_

Total

2.

3.

4.

Deferred Retirements with Future Augmentation

Former Members without Vested Rights

Active Members
a. RetirementAnnuities
b. Disability Benefits
c. Survivor's Benefits
d. Deferred Retirements
e. Refund Liability Due

to Death or Withdrawal

11,089
63,780
45,362
5,055

0

$1,182,492
44,693
90,441

122,146

3,102

l,4gl,5l0
0
0

254,878
24,655

$1,182,482
44,693
90,441

122,146

3,102

1,502,599
63,780
45,362

259,933
24,655

)

5. Total Current Benefit Obligations $125,286 $3,213,907 $3,339,193

E. EXPECTED FUTURE BENEFIT OBLIGATIONS $I,350,596

F. TOTAL CURRENT AND EXPECTED FUTURE BENEFTT OBLTGATIONS __&,6gg,ZEg_

G. CURRENT UNFUNDED ACTUARTAL LTABILITY (D5-A) ($t22,90s)

H. CURRENT AND FUTURE UNFUNDED ACTUARTAL LIABILTTY (F-C) ($59,394)

MIr.r rMAN & ROBERTSON, INC.

Page 13
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TABLE 9
State Employees Retirement Fund

A. DETERMINATION OF ACTUARIAL
ACCRUED LIABILITY (AAL)
l. Active Members

a. RetirementAnnuities
b. Disability Benefits
c. Survivor's Benefit
d. Defened Retirements
e. Refunds Due to Death or Withdrawal
f. Total

2. Deferred Retirements
I With Future AugmentationI

3. Former Members Without
Vested Rights

4. Annuitants in MPRIF

5. RecipientsNot in MPRIF

6. Total

(t)

Actuarial
Present Value

of Future
Normal Costs_----12)-

Actuarial
Accrued

$2,060,918
77,996
51,674

215,664
(53,191)

$2,353,061

122,146

3,102

1,313,386

4,231

_____s313.82r

$26,749,797

1.25%

$2,619,571
ll5,4l2
77,094

392,679
42,169

$558,653
37,416
25,420

177,014
95,360

$893,863$3,246,924

122,146

3,102

1,313,396

4,231

)

___$L6E9,ZE1 _____$E$,q63_ $3.795.926

B. DETERMINATION OF I.JNFUNDED ACTUARIAL ACCRUED LIABILITY (UAAL)
l. AAL (A6)
2. Current Assets (Table l, F6)
3. UAAL (Bl-B2)

C. DETERMINATION OF SUPPLEMENTAL CONTRIBUTION RATE
l. Present Value of Future Payrolls Through

the AmortizationDate of July 1,2020

2. Supplemental Contribution Rate @3/Cl)

$3,795,926

Determination of unfunded Actuarial Accrued Liabitity (UAAL)
And Supplemental Contribution Rate

(dollars in thousands)

JULY I, 1995

Actuarial
Present Value
of Projected

Benefits

MILLIMAN & ROBERTSON, INC.
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TABLE 10
State Employees Retirement Fund

Changes ln Unfunded Actuarial Accrued Liability (UAAL)
(dollars in thousands)

YEAR ENDING JUNE 30, 1995

)

A.

B.

C.

D.

E.

F.

G.

UAAL AT BEGINNING OF YEAR

CHANGE DUE TO INTEREST REQI.NREMENTS
AND CI.JRRENT RATE OF FUNDING

I. Normal Cost and Expenses
2. Contribution
3. Interest on A, Bl and B2

4. Total (Bl+82+B3)

EXPECTED UAAL AT END OF YEAR (A+B4)

INCREASE (DECREASE) DUE TO ACTUARIAL LOSSES (GAINS)
BECAUSE OF EXPERIENCE DEVIATIONS FROM E)(PECTED

1. SalaryIncreases
2. Investment Return
3. MPRIF Mortality
4. Mortality of Other Benefit Recipients
5. Other Items

6. Total

UAAL AT END OF YEAR BEFORE PLAN AMENDMENTS
AND CHANGES IN ACTUARIAL ASSUMPTION (C+D6)

CHANGE IN ACTUARIAL ACCRUED LIABILITY
DUE TO PLAN AMENDMENTS

CHANGE IN ACruARIAL ACCRUED LIABILITY
DUE TO CHANGES IN ACTUARIAL ASSUMPTIONS

UAAL AT END OF YEAR (E+F+G)

$718,516

$tzt,687
(124,789)

60,942

$57,840

$776,356

($65,755)
(44,337)

5,414
(te7)

(337,653)

($442,528)

$333,828

$333.828

0

0

)

H.

MILUI,IAN & ROBERTSON, NC.
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State Employees Retirement Fund

Determi nation Of Contrihution S ufficiency
(dollars in thousands)

ruLY l,1995

Percent of
Payroll

4.07%
4.20%

8.2t%

TABLE 1I

Dollar
Amount

$65,596
67,691

____$1332E7_

)

A. STATI.NORY CONTRIBUTIONS . CHAPTER 352

l. Employee Contributions
2. Employer Contributions

3. Total

B. REQUTRED CONTRTBUTTONS - CHAPTER 356

l. Normal Cost
a. Retirement Benefits
b. Disability benefits
c. Survivors
d. Deferred Retirement Benefits
e. Refunds Due to Death or Withdrawal

f. Total

2. Supplemental Contribution Amortization
by July 1,2020 of UAAL

3. Allowance for Expenses

4. Total

4.t9%
0.27%
0.18%
t.3t%
0.74%

$67$6/.
4,319
2,917

21,w3
Ir,ilt7

9107"ffi6.69%

1.25%

0.tt% 1,773

8.05% _____$129,6p

c. CoNTRTBUTTON SUFFTCTENCY (DEFTCTENCY) [A3-B4] 0.22% $3,s98

Note: Projected Annual Payroll for Fiscal Year Beginning on ruLY 1,1995 is $1,61 1,687.

20,146

)

MILLIMAN & ROBERIISON, INC.

Page 16



)

TABLE 12

State Employees Retirement f,'und

Summary of Actuarial Assumptions and Methods

fnterest:, Pre-Retirement: 8.5Yo per annum
Post-Retirement: 5.0Yo per annum

Salary fncreases: Reported salary at valuation date increased according to the
rate table below to current fiscal year and annually for each
future year. Prior fiscal year salary is annualized for new
Members.

Mortality: Pre.Retirement:
Male - 1983 Group Annuity Mortality Table for

males setback four years.
Female - 1983 Group Annuity Mortality Table for

females set back two years.

Post-Retirement:
Male - 1983 Group Annuity Mortality Table for

males.
Female - 1983 Group Annuity Mortality Table for

females.

Post-Disability:
Male - Combined Annuity Mortality Table
Female - Combined Annuity Mortality Table

Retirement Age: Graded rates beginning at age 58 as shown in rate table.
Members who have attained the highest assumed retirement age
will retire in one year. In addition, 25yo of Members are
assumed to retire each year that they are eligible for the Rule of
90.

Seporation: Graded rates based on actual experience developed by the
June 30, 1971 experience analysis. Rates are shown in rate
table.

Disability: Rates adopted by MSRS as shown in rate table.

Expenses: Prior year adminishation expenses expressed as a percentage of
prior year payroll.

)

MII I.I[,IAN & MERTSON, INC.
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TABLE 12
(Continued)

)/ Return of All employees withdrawing after becoming eligible for a
Contributions: deferred benefit take the larger of their contributions accumu-

lated with interest or the value of their deferred benefit.

Family Composition: 85%o of Members are assumed to be married. Female is three
years younger than male.

Sociol SecuriEt: N/A

BeneJit fncreases Payment of earnings on retired reserves in excess of SYo
AJter Retirement: accounted for by 5oZ post-retirement assumptions.

Speciol Considerotion: Married Members assumed to elect subsidized joint and
survivor form of annuity as follows:

Males - 25Yo elect 50% J&S option
45%o elect 100% J&S option

Females - 5% elect 50Yo J&S option
SYo elect 100% J&S option

I Aauarial Cost Method: Entry Age Normal Actuarial Cost Method with normal costst
expressed as a level percentage of earnings. Under this
method, Actuarial Gains (Losses) reduce (increase) the
Unfunded Actuarial Accrued Liability.

Asset Valuation Method: Cost Value plus one-third Unrealized Gains or Losses.

Paymcnt on the A level percentage of payroll each year to the statutory
Unfunded Actuorial amortization date assuming payroll increases of 5Yo per
Accrued Liobility: annum.

)

MILLIMAN & ROBERTSON, INC.
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TABLE 12

state Employees Retirement Fund 
(continued)

Summary of Actuarial Assumptions and Methods

Separation Expressed as Number of Occurrences Per 101000:

Preretirement
Death Withdrawal Disabilitv Retirement

Agg Male Female Male Female Male Female
Salary

Female fncreases

203
2t3
224
234
244
254
264
274
284
295
305
31 5
325
336
346
3s6
367
377
388
399

2 2,400
2 2,250
2 2,080
2 1,920
2 1,760

2 1,600
2 1,470
3 1,340
3 1,230
3 1,130

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

2,910
2,750
2,600
2,430
2,270

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

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

Male

0
0
0

0
0

0
0
0
0

0

0
0
0
0
0

0
0

0
0
0

7.75%
7.1454
7.1094
7.0725
7.0363

7
7

7
7
7

7
7
7
7
7

7
6.9019
6.8074
6.7125
6.6054

6.5
6.354
6.2087
6.0622
5.9048

5.75
5.6940
5.6375
5.5822
5.5405

3 1,040
3 950
3 890
4 830
4 770

4 720
4 680
5 640
s 600
5 560

409
4t l0
42 l0
43 lt
44 t2

45 14

46 15

47 17

48 t9
49 22

6 530
6 500
7 480
7 460
I 430

410
390
370
350
340

8
9

l0
n
t2

92022
85022
78024
72034
68034
6303s
59056
560 7 .7
s3097
500 ll l0

)

MTLLIMAN & ROBERTSON, INC.
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TABLE 12
(Continued)

State Employees Retirement Fund

Summary of Actuarial Assumptions and Methods

Separation Expressed as Number of Occurrences Per 101000:

Pre'rctirement
Death Withdrawal Disabilitv Retirement

Salary
Agg Male Female Male Female MaIe Female Male Female fncreases

t4100
t6t20
20140
24 160
28200

62 150
74 r50
88 s00
104 350
122 1,100

50 25 t4
5t 28 t5
52 3l 16

53 35 18

54 39 t9

320 470
300 440
280 410
260 390
240 360

0 5.5%
0 s.4384
0 5.3776
0 5.3167
0 5.2826

0 5.25
0 5.25
0 5.25

50 5.25
50 5.25

150 5.25
150 5.25
500 5.25
350 5.25

1,100 5.25

55 43
56 48
57 52
58 57
59 6t

60 66
61 7t
62 77
63 84
@92

)

0
0
0

0

0
0

0
0
0

50
50

24
30
36
44
52

34
40
46
56
66

21 210 330
23 170 290
25 140 230
28 90 170
31 40 90

0076
0090
0 0 ll0
00136
00t74

34
38
42
47

52

6510158000
6611164000
67t2471000
6813978000
6915687000

0
0
0

0
0

10,000 10,000
00

5.25
5.2s
5.25
5.25
5.25

5.25

)

70t769700000

MILLIMAN & rcBERISON, INC.

Page 20



TABLE 13

)

State Employees Retirement Fund

Summary of Plan Provisions

)

GENERAL

Eligibility:

Contributions:

Member:

Employer:

Allowable Senice:

Salary:

Averoge Salary:

RETIREMENT

Normal Retirement BeneJit:

Eligibility:

State employees, non-academic staff of the University of
Minnesota and employees of certain Metro level govemmen-
tal units, unless excluded by law.

4.07% of salary unless there is a deficiency. (Amended 1992)

4.20% of salary unless there is a deficiency. (Amended 1992)

Service during which Member contributions were made.
May also include certain leaves of absence, military service
and periods while temporary Worker's Compensation is paid.
Excludes lump sum vacation pay at termination.

Includes wages, allowances and fees. Excludes lump-sum
payments at separation, employer contributions to deferred
compensation and ta<-sheltered annuity plans and benevolent
vacation and sick leave donation programs.

Average of the five highest successive years (60 successive
months) of salary. Average salary is based on all Allowable
Service if less than five years.

First hired before July 1, 1989:
Age 65 and three years of Allowable Service. Proportionate
Retirement Annuity is available at age 65 and one year of
Allowable Service.

MILLIMAI{ & ROBERISON, INC.

Page 2l
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TABLE 13
(Continued)

Amount:

Early Retirement Benetit:

Eligibility:

Amount

First hired after June 30, 1989:
The greater of age 65 or the age eligible for full Social
Security retirement benefits and three years of Allowable
Service. Proportionate Retirement Annuity is available at
normal retirement age and one year of Allowable Service.

1.5%o of average salary for each year of Allowable Service.

First hired before JuIy 1, 1989:
Age 55 and three years of Allowable Service.
Any age with 30 years of Allowable Service.
Rule of 90: Age plus Allowable Service totals 90.

First hired after June 30, 1989:
Age 55 with three years of Allowable Service.

First hired before JuIy 1, 1989:
The greater of

lYo of average salary for each ofthe first l0 years of
Allowable Service and l.5Yo of average salary for each
subsequent year with reduction of 0.25%o for each
month the Member is under age 65 at time of retire-
ment or age 62 if 30 years of Allowable Service. No
reduction if age plus years of Allowable Service totals
90;

OR
l.5o/o of average salary for each year of Allowable
Service assuming augmentation to age 65 at 3%o per
year and actuarial reduction for each month the
Member is under age 65.

First hired after June 30, 1989:
l.SYo of average salary for each year of Allowable
Service assuming augmentation to the age eligible for full
Social Security retirement benefit at 3%o per year and
actuarial reduction for each month the Member is under
the Social Security. retirement age.

)

MII I IVIAIY & ROBERXSON, NC.
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)
Form of Poyment:

Benefit Increases:

DISABILITY

Disability Benefit:

Eligibility:

Amount:

TABLE 13
(Continued)

Life annuity with return on death of any balance of
contributions over aggregate monthly payments.
Actuarially equivalent options are:

50Yo or 100%joint and survivor with bounce back
feature without additional reduction. 15 year certain
and life thereafter.

Benefits may be increased each January I depending on
the investment performance of the Minnesota Post
Retirement Investment Fund (MPRIF). A benefit recipi-
ent who has been receiving a benefit for at least 12 full
months as of June 30 will receive a full increase. Benefit
recipients receiving benefits for at least one full month
but less than 12 full months will receive a partial in-
crease.

Members retired under laws in effect before July l, 1973
receive an additional lump-sum payment each year. In
1989, this lump-sum payment is the greater of $25 times
each full year of Allowable Service or $400 per full year
of service less any Social Security benefits received or
annuity from a Minnesota public employee pension plan.
In each following year, the lump-sum payment will in-
crease by the same percentage increase that is applied to
regular annuities paid from MPRIF.

Total and permanent disability before normal retirement
age with three years of Allowable Service.

Normal Retirement Benefit based on Allowable Service
and average salary at disability without reduction for
commencement before normal retirement age.

)

mr r.IlIr{N & ROBERTSON, INC.
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Form of Payment:

Benefit Increases:

Retire ment After D is ability:

Eligibility:

Amount:

Benefit Increases:

TABLE 13
(Continued)

Payments stop if disability ceases or death occurs.
Payments revert to a retirement annuity at normal retire-
ment age. Benefits may be reduced on resumption of
partial employment.

Same as for retirement.

Same as for retirement.

Normal retirement age with continued disability.

Any optional annuity continues. Otherwise, a normal
retirement benefit equal to the disability benefit paid
before normal retirement age, or an acfuarially equivalent
optional annuity.

Same as for retirement.

)

)

DEATH

Surviving Spouse Optional Benefit:

Eligibility:

Amount:

Member or former Member who dies before retirement or
disability benefits commence with three years of Allowable
Service. If a former Member dies before age 55 and has
less than 30 years of Allowable Service, benefits commence
when the former Member would have been age 55. If an
active Member dies, benefits may corlmence immediately,
regardless of age.

Surviving spouse receives the 100% joint and survivor
benefit the Member could have elected if terminated. If
corlmencement is prior to age 55, the appropriate early
retirement formula described above applies except that one-
half the monthly reduction factor is used from age 55 to the
commencement age and the Rule of 90 does not apply. In
lieu of this benefit, the surviving spouse may elect a refund
of contributions with interest or an actuarially equivalent
term certain annuity.

MILLIMAN & ROBERTSON, INC.
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TABLE 13
(Continued)

Benefit Increases: Same as for retirement.

Surviving Dependent Children's BeneJit:

Eligibility: If no surviving spouse, all dependent children (biological
or adopted) below age 20 who are dependent for more
than half of their support on deceased Member.

Amounts: Actuarially equivalent to surviving spouse 100%joint and
survivor annuity payable to the later of age 20 or five
years. The amount is to be proportionally divided among
surviving children.

Refund of Co ntrib utio ns:

Eligibility: Active employee dies and survivor benefits are not
payable, or a former employee dies before annuity begins,
or a former employee who is not entitled to an annuity
dies.

Amount: The Member's contributions with 5% interest if death
occurred before May 16, 1989, and 6%o interest if death
occurred on or after May 16, 1989.

Eligibility: Retired or disabled annuitant who did not select an
optional annuity dies, or the remaining recipient of an
option dies.

Amount: The excess of the Member's contributions over all
benefits paid.

TERMINATION

Refund of Contributions:

Eligibility: Termination of state service.

)

IUILLIMAN & ROBERTSON, INC.
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)

Amount:

Delerred Benelit

Eligibility:

Amount:

SIGNIFICANT CHATIGES

None.

TABLE 13
(Continued)

Member's contributions with 5oZ interest compounded
annually if termination occurred before May 16, 1989 and
60Z interest compounded annually if termination occurred
on or after May 16, 1989. A deferred annuity may be
elected in lieu of a refund.

Three years of Allowable Service.

Benefit computed under law in effect at termination and
increased by the following annual percentage: |Yo before
7lll7l; 5%o from 7lll7l to llllSl; and 3Yo thereafter until
January I of the year following attainment of age 55 and
SYo thereafter until the annuity begins. Amount is
payable as a nornal or early retirement.

}IILLIMAI\ & RGERTSON, INC.
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TABLE 14

State Employees Retirement Fund

Military Affai rs Calculation

Section 352.85 of Chapter 352 of Minnesota Statutes provides that certain military affairs
personnel may retire, with an unreduced benefi! at age 60. In addition, they may receive
disability benefits upon being found disqualified for retention in active military duty. To fund
these special benefits, employees and employer contribute an extra l.6Yo of payroll.

To recognizs the effect of the unreduced early retirement benefit available at age 60, we have
assumed that all military affairs personnel will retire at age 60 or, if over age 60, one year
from the valuation date.

The results of our calculations are as follows:

l. Number of Active Members

2. Projected Annual Earnings

3. Normal Cost

a. Dollar Amount

b. Percent of Payroll

3

$104,936

$ I1,614

11.07%

MILLIMAN & ROBERISON, INC.
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TABLE 15

State Employees Retirement Fund

Pilots Calculation

Section 352.86 of chapter 352 of Minnesota Statutes provides that certain transportation
department pilots may retire, with an unreduced benefit, at age 62. In addition, they may
receive disability benefits upon being found disqualified for retention as pilots. To fund these
special benefi$ employees and employer contribute an exfra l.6Yo of payroll.

To recognize the effect of the unreduced early retirement benefit available at age 62, we have
assumed that all pilots will retire at age 62 or, if over age 62, one year from the valuation
date"

The results of our calculations are as follows:

t. Number of Active Members 4

2. Projected Annual Earnings $226,753

3. Normal Cost

) a- Dollar Amount $ 23,900

b. Percent of Payroll 10.54%

)
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State Patrol Retirement Fund
ACTUARI AL VALUATI ON REPO RT

July 1, 1995
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Stwen R. Baker, M.D.
T. Scott Bentley, A,S.A.
Gerald R, Bemstein, F.S.A.
Stephen D. Brink, F.S.A.
Brian Z. Brom, F.C.A.S.
Stephen M. Cigich, F.S.A.
Timothy D. Courtney, A.S.A.
Thomas K. Custis, F.S.A.
Patrick I. Dunks, F.S.A.
Panela |. Evans, A.S.A.
Daniel f. Flaherty, F.C.A.S.
Eric P. Goetsch, A.S.A.
Steven G. Hmson, A.S.A.
Richard H. Hauboldt, F.S.A.
Peggy L. Hauser, F.S.A.
Timothy f, Herman, A.S.A.
GregoryN. Henle, F.S.A.
William V. Hogan, F.S,A.
Gary R. fosephson, F.C.A.S.
Gail E. Kappeler, A.C.A.S.
foan M. Klucarich, A.C.A.S.
Catherine L. Knuth, A.S.A.
Rose M. Leben, R.N.
Frank Kopenski, |r., A.S.A.
Kcnneth E. Leinbach, F,S.A.
Mark E. Litow, F.S.A.
Iohn D. Meerschaert, A.S.A.
Sandra A. Mertes, F.S.A.
Nicholas E. Mischler, M.D.
Iames C. Modaff, F.S.A,
Stacey V. Muller, A.S.A.

apavid F. Ogden, F.S.A.
\ickolas I. Ortner, A.S.A.
rnet L. Perrie, A.S.A.

William M. Pollock, F.S.A.
Michael D. Price, A.C.A.S.
Patricia L. Priebe, R.N.
Douglas A. Proebsting, A.S.A.
Robert L. Sanders, F,C.A.S.
SteYen J. Sheman, F.S.A.
Clark E. Slipher, F.S.A.
)ohn B. Snyder, F.S.A.
Lee H. Straate, F.S.A.
Collin I. Suttie, A.C.A.S.
Gregory S. Wanner, A.C.A.S.
Peter G. Wick, F.C.A.S.

MnuueN & RonnnrsoN, INC.
Actuaries & Consultants

I nter nati o n ally W O O D ROW MILLI M AN

suite 400, I 5800 Bluemound Ro*ii,?ifjl.#isconsin 53005-606e

Fax:4141784-4116

November 16, 1995

Legislative Commission on
Pensions and Retirement

55 State Office Building
St. Paul, Minnesota 55155

Wendell Milliman, F.S.A. (1976)
Stuart A. Robertson, F.S.A.

Chaiman Emeritus

RE: State Patrol Retirement Fund

Commission Members:
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State Patrol Retirement Fund

Report Highlights
(dollars in thousands)

A. CONTRIBUTIONS (Table I l)
l. Statutory Contibutions - Chapter 3528

% of Payroll

2. Required Contributions - Chapter 356
o/o of Payroll

3. Sufficiency (Deficiency): (A.1. - A.2.)

B. FUNDING RATIOS
l. Accrued Benefit Funding Ratio

a. Current Assets (Table l)
b. Current Benefit Obligations (Table 8)
c. Funding Ratio: (a/b)

2. Accrued Liability Funding Ratio
a. Current Assets (Table 1)

b. Actuarial Accrued Liability (Table 9)
c. Funding Ratio: (a/b)

3. Projected Benefit Funding Ratio (Table 8)
a Current and Expected Future Assets

c. Funding Ratio: (a/b)

C. PLAN PARTICIPANTS
l. Active Members

a. Number (Table 3)
b. Projected Annual Eamings
c. Average Annual Earnings (Actual $)
d- Average Age
e. Average Service

2. Others
a. Service Retirements (Table 4)
b. Disability Retirements (Table 5)
c. Survivors (Table 6)
d. Deferred Retirements (Table 7)
e. Terminated OtherNon-vested (Table 7)
f. Total

b. Current and Expected Future Benefit Obligations 5362,973 $371,,920

0710u94 07/0U95
Valuation Valuation

23.38% 23.80%

21.79% 2t.34%

t.59% 2.46%

$262,570 $2g4,glg
$264,307 $z7t,gtg
99.34% 104.82%

$262,570 $2g4,glg
$275,377 $293,079
95.35% t00.65%

$376,089 $392,684

103.6r% 105.58%

788 803
$41,462 $3g,g3g
$52,617 $49,61I

41.9 423
14.9 l5.l

391 401
18 18

t20 tzt
2t

3

t9
5

553 s64
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State Patrol Retirement tr'und

Commentary

Purpose

The purpose of this valuation is to determine the financial status of the Plan. In order to achieve this
Py_rpglg, an-actuarial valuation is made at the beginning of each fiscal year as required by Section
356.215 of Minnesota Statutes.

Report Highlights

The financial status of the Plan can be measured by three different funding ratios:

oThe Accrued Benefit Funding Ratio is a measure of current funding status and, when viewed
over a period of years, presents a view of the funding progress. It ii based upon benefits which
have been eamedby service to the valuation date. This yEar's ratio is 104.82%. Tlne
corresponding ratio for the prior year was99.34%o.

oThe Accrued Liability Funding Ratio is also a measure of funding status and funding progress.
It is based on the actuarial cost method that has historically been used by the State. For tlgS
the ratio is 100.65%, which is an increase from the 1994 value of 95.35%.

o The Projected Be_nefi1 Funding Ratio is a measure of the adequacy or deficiency in the
contribution level. This year's ratio of 105.58% verifies that the current statutorry contributions
are sufficient.

Asset Information (Tables I and 2)

Minnesota Statutes require that the asset value used for actuarial purposes recognize only a third of
the unrealized gains and losses. This requirement exists because market values(which include all
unrealized gain and losses) are typically volatile and can produce erratic changes in the contribution
requirements from year to year.

The calculation of the Actuarial Value of Assets is shown in Table I on lines Fl to F6. It combines
the cost value of the Assets Available for Benefits and one-third of the difference between the
market value and cost value of those assets.

The term "Actuarial Value of Assets" is used to indicate that the value was determined for use in this
actuarial valuation. Since Minnesota Statutes refer to this value as "Current Assets", the latter
phrase will be used in the remainder of this report.

Page2
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This Plan gqlicipate.s in the.Minnesota Post Retirement Investment Fund (i.e. MPRIF). After the
MPRIF liability has been qa,lculated {or "ry! 

participating Plan,-the State Board of Iniestmintr, (i...
SB,l), wi-ll determine each Plan's portion olgg_q*g3s eamings-for the January benefii irrc."*. as
well as the Plan's allocated market share of MPRIF.

Actuarial Bolance Sheet (Toble 8)

An actuarial balance sheet provides a method for evaluating current and future levels of funding.

The Current Benefit_Obligation used to measure current funding levels is calculated in accordance
with Statement No. 5 of the Governmental Accounting Standards Board (GASB). ft osi
requirements are:

For-Active Members - salary and service are projected to retirement to determine benefits for
each member and the ratio of credited service to total service establishes the portion of the
projected benefit to be used in calculating the current funding level.

" For Non-active Members - the discounted value of benefits, including augmentation in cases
where benefits have not commenced.

GASB Disclosure

The Current Benefit Obligation amounts in Table 8 are required to be disclosed by Statement No. 5
of the Governmental Accounting Standards Board (GASB). However, StatemenfNo. 5 uses theA' terms "Acfuarial Present Value of Credited Projected Benefits" and "Pension Benefit Obligation"
rather than "Current Benefit Obligation".

The JULY l,1995 Pension Benefit Obligation reported in Table 8 is reformatted for GASB
reporting purposes in the following table:

Retirees and beneficiaries currently receiving benefits and
terminated employees not yet receiving benefits S131,242,000

Current Employees
Accumulated employee contributions including $4g,901,000

allocated investment income
Employer-financed vested 7O,451,OOO
Employer-financed nonvested 2l,2l7,OOO

Total Pension Benefit Obligation $271,g19,000

Net Assets Available for Benefits at Cost $2g0,423,000

Total Benefit Obligation less Assets ($g,604,000)

Funded Ratio t13..t7%

UIILLIMAN & RmERilSON, INC.
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Actuariol Cost Metltod (Table 9)

fhe apprgach lFgd_by tt q S-tutg of Minnesota to determine contribution sufficiency is the Entry Age
Normal Actuarial Cost Method. The primary characteristic of this method is that it allocates iostJas
a level percentage of payroll.

A comparison of this actuarial method (Table 9) to the actuarial balance sheet (Table 8) illustrates
the two techniques for allocating liabilities of active Members to past and futurb. As noted in the
prior sectioru thebalance sheet allocates benefits and the correspohding liabilities, on the basis of
service. The method used in Table 9 allocates liabilities so that the cosl each year will be a constant
percentage of payroll. Both approaches, however, calculate the value of all future benefits the same
way (see line F of Table 8 and line ,4.6, column l, of Table 9).

An Unfunded Actuarial Accrued Liability is computed under the Entry Age Normal Actuarial Cost
\Aethod by compari.ng the liabilities allocated to past service (Actuarial Aicrued Liability) to the
Current Assets. This amount, line 83, is funded over the remaining years to the amortization date
by a series of payments that remain a constant percentage of payroll each year.

Tlrg pay_mgnts will increase 6.50% each year because that is the assumed rate of increase in payroll.
Although the payment schedule will be adequate to amortize the existing unfunded, the lower
payments in the earlier years will not be sufficient to cover the interest on the unfunded liability.
After I few years, the annual payment will cover the interest and also repay a portion of the
unfunded.

Sources ofActuarial Gains and Losses Sable 10)

The assumptions used in making the calculations using the Entry Age Normal Actuarial Cost
Method are based on long-term expectations. Each year the actual eiperience will deviate from the
long-term expectation. For a detailed analysis of the major components, refer to Table 10.

Contribution Sufriciency (Table I 1)

This report determines the adequacy of Statutory Contributions by comparing the Statutory
Contributions to the Required Contributions.

The Required Contributions, set forth in Chapter 356, consist of:

"Normal costs based on the Entry Age Normal Actuarial Cost Method.
oA 

Supplemental Contribution for amortizing any Unfunded Actuarial Accrued Liability.
"An Allowance for Expenses.

Table I I shows the Plan has a contribution sufficiency since the Statutory Contribution Rate is
23.80% compared to the Required Contribution Rate of 21.34%. The contribution suffrciency
has improved significantly due to a change in the salary data which has been used in this valuation.
The magnitude of the gain due to this change is reflected in Table 10, D.5. "Other Items".

IVIJI T TT&U{ & ROBERXSON, INC.
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Changes in Actuorial Assumptions

There were no changes in actuarial assumptions since the last valuation.

Changes in Plan Provisions

Two changgq w_ere made, the net result of which was a modest cost increase. These changes are
summarized below:

The member contribution rate was increased from 8.50% of salary to 8.92Yo of salary. Also, the
benefit multiplier for retirement and disability benefits was increased from 2.50% tc;2.65% of
average salary.

MILIIMAN & ROBERISON, INC.
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State Patrol Retirement Fund

Accounting Balance Sheef
(dollars in thousands)

ruLY l, lgg5

TABLE 1

Market Value Cost Value
ASSETS
l. Cash, Equivalents, Short-term Securities
2. Investments

a Fixed Income
b. Equity
c. Real Estate

3. Equity in Minnesota Post-Retirement
Investment Fund (MPRIF)

4. Other

TOTAL ASSETS

AMOUNTS CI.JRRENTLY PAYABLE

D. ASSETS AVAILABLE FOR BENEFITS
1. Member Reserves
2. Employer Reserves
3. MPRIF Reserves
4. Non-MPRIF Reserves
5. Total Assets Available for Benefits

E. TOTALAMOUNTS CURRENTLYPAYABLE
AI{D ASSETS AVAILABLE FOR BENEFITS

_____$2eofir _____$282J5s

$952

47,146
112,385

7,041
128,279

448

$9s2

45,897
99,738
7,451

128,279

448

B.

C. $2,342

$31,160
l33,7ll
128,279

759

$2,342

$3 1,160
120,225
128,279

759
$293,909 $280,423

s296.2s1 _____$2nJ55_

F. DETERMINATION OF ACTUARIAL VALUE OF ASSETS

Cost Value of Assets Available
for Benefits @5)
Market Value (D5)
Cost Value @5)
Market Over Cost: (F2-F3)
l/3 of Market Over CosI (F4)/3
Actuarial Value of Assets (Fl+Fs)
(Same as "Current Assets")

l.

2.
3.
4.
5.
6.

$293,909
280,423
$13,486

$280,423

4,495
$284.918

MIr r.rilIl{I{ & ROBERISON, NC.
Page 6
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State Patrol Retirement Fund

Change /n Assefs Available For Benefifs
(dollars in thousands)

YEAR ENDING JIJNE 30, 1995

TABLE 2

Market Value Cost Value

$264,327 $26t,692A

B.

ASSETS AVAILABLE AT BEGINNING OF PERIOD

OPERATING REVENUES

l. Member Contributions
2. Employer Contributions
3. Investment Income
4. MPRIF Income
5. Net Realized Gain (Loss)
6. Other
7. Net Change in Unrealized Gain (Loss)

8. Total Revenue

OPERATING EXPENSES

1. Service Retirements
2. Disability Benefits
3. Survivor Benefits
4. Refunds
5. Investment Fees

6. Administrative Expenses
7. Other

8. Total Disbursements

OTHER CHANGES IN RESERVES

ASSETS AVAILABLE AT END OF PERIOD

$3,1 89
5,593

r0,717
10,363

L,735
0

l0,g5l

$42,439

$3,189
5,583

10,717
10,363

1,735
0
0

$31 587

$t2,092
0
0

99
239

54
372

$12,092
0
0

99
239

54
372

D.

E.

$12,856

0

_____w3p0e_

$12,856

0

___s280M_

MILLIMAN & ROBEMSOhI, INC.
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TABLE 3

State Patrol Retirement Fund

ACTIVE HE},IBERS AS OF JUNE 30, 1995

AGE

<25
25-29

30-34
35-39

40-M
45-49

50-54
55-59

60-64
65+

ALL

27

62
33

13
2

10
63

3B
t4

3

16

61
43

24
6

3

4
22

28
15

6
5

1

1

L7

9
7

2 11
67

35
3

1

4
55

108
155

143
140

t4r
4B

4
5

80335

4
7

2
5

18

15

82
35

1

153 tZB r37 7t7

AVEMGE ANNUAL EARNINGS

AGE

<25
25-29

30-34
35-39

40-44
45-49

s0-54
55-59

60-64
65+

ALL

27 ,387

26,9L2
33,667

26.458

31 ,532
35,991

38,9BB
38,099

47,303
48,4BB

47 ,6L9
45, 050

42.644

45,323
45.292

46,984
48,782

50,933

43,752
46,847

47,666
45.246

47 ,084

50,787

47 ,868
50,700

50,077
46,82L

52,188
50 ,393

52,244
52,320

47 .L94

49,t65

49,385
51 , BB0

65, 196

31 ,532
35,267

42.00L
45,660

47 ,675
49,682

50,058
5L,282

53,275
44,352

46,583

46.854
50, 010

50,355
44,352

47 ,77528.468 39,025 45,540 46.679 49,320 51,138 50.136

AGE

ALL 996 3 ,200 6 ,967 5 ,97 4 6 ,756 5 ,983 6, 668 859 37 ,406

MIII IMAN & rcBERISON, INC.

Page 8



TABLE 4

State Patrol Retirement Fund

SERVICE RETIREII,ENIS AS OF JUNE 30, 1995

AGE

<50
50-54

55-59
60-il

65-69
70-74

75-79
80-84

85+

ALL

AGE

<50
50-54

s5-59
60-64

6s-69
70-74

75-79
80-84

g5+

ALL

2

L4

135

18,017 18.349

26,028 26,383 L9 ,47s
30,034 27 .345

18. s71 29 ,620 27 ,033
24.sgs 25.285 29.45L 20,957

21.501 23.729 23.245
35,507

25 .027 26.569 27 .740 27 .477 22,454

6

11

17

18,128

26.L75
27 ,837

27 ,389
26,229

16,735 22,024
22.5t5 L7 ,622 22,3L7

L7 .206 L7 ,206

L9 ,473 17 ,353 25,86s

1

67

27
4

1

1

42
15

4
2

70
48

t7

28

20
2

3

57
82

101
82

48
L7

11

401

10
9

195010016

AVEMGE ANNUAL BENEFIT

400

AGE

ALL 1 ,700 2.774 3,709 L ,t22 10,371

MTLLTMAN & ROBERTSON, NC.

295

Page 9



TABLE 5

State Patrol Retirement Fund

SURVIVORS AS OF JUNE 30, 1995

AGE

<50
50-54

s5-59
60-64

65-69
70-74

75-79
80-84

85+

ALL

1

3

4
3

3
3

4

2T

5

5
3

6
2

2

233

3

3
3

1

1

3

2
13

t7

37

1

1

3

4
4

2

t6

1

2

3
10

1B
22

L7
23

25

tzt

4
6

2

T2

AVEMGE ANNUAL BENEFIT

AGE

<50
50-54

5s-59
60-64

65-69
70-74

75-79
80-84

85+

ALL

3,777

11 ,370

L2.704
L0 .274 10,821

10 ,959
6,728 L3.326

11,160

6,926 11 .633

24.t47

24.226
2L.834

20,020
L9,409

10,661

23.402 18.155

15,571

B,490

t2.792
L6.434

L4,7LO
13. B0B

11 ,958

13.090

4,985

5,44t

77 ,645
L3,464

13,905
L6,6L7

10,485

t3,220

8,930

9.055
10,968

L0,264
11 ,359

12,371

11 ,605

4,985
9,674

B ,490
t4,366

16,341
15,786

t2,L97
L2,563

t2.057

13,493

27L2L720

AGE

ALL

25+

429

ALL

L,632267 274 2L0

MILLIMAN & ROBERISON, INC.
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State Patrol Retirement Fund

DISABILITY RETIREHENIS AS OF JUNE 30, 1995

t7 ,965
24,0tL 5,76t 2L,257

25.9t6 L7 ,791
29,485 19,583

22,660 18,586
22,845 10 ,493

2L,593 19,198 25,37r 21 , 108 15, BBB

TABLE 6

L7 ,965
19,810

23,208
24,534

20,623
L6,669

20,528

AGE

<50
50-54

55-s9
60-64

65-69
70-74

75-79
80-84

85+

ALL

AGE

<50
50-54

55-59
60-64

6s-69
70-74

75-79
80-84

85+

ALL

1

1

2
1

1B

AVERAGE ANNUAL BENEFIT

AGE

ALL L07 .965 57 .594 50 .7 42 105 ,540 47 ,664 369,504

MILLIMAN & ROBERTSON, INC.

Page ll
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TABLE 7
State Patrol Retirement Fund

Reconciliation Of Members

Actives

Terminated
Deferred

Retirement
Other

Non-Vested

2t

2

788

34

A.

B.

C.

ON JUNE 30,1994

ADDITIONS

DELETIONS
l. Service Retirement
2. Disability
3. Death
4. Terminated - Deferred
5. Terminated - Refund
6. Terminated - Other Non-Vested
7- Retumed as Active
8. Transferred to Other Fund

DATA ADruSTMENTS

Vested
Non-Vested

TOTAL ON JTINE 30, 1995

oN JUNE 30,1994

ADDITIONS

DELETIONS
l. Service Retirement
2. Death
3. Annuity Expired
4. Retumed as Active

DATA ADruSTMENTS

TOTAL ON JUNE 30, 1995

3

2

0
0
0

0
0
0

0

0

0

(3)
0
0

0
0
0
(t)
0

0D.

(16)
0

0
(2)
(2)
(3)
I
0

J

t9

739
64

803E.

120

4

A.

B.

C.

D.

E.

Recipients
Retirement
Annuitants Disabled Survivors

39t

l6

40t

0
(2)
0
0

(l)

t2t

Page 12
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0

0
0
0
0

0

0
(6)
0
0

0

Mlr.r.rtftilv & rcBERrsoN, INC.
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A.

B.

C.

D.

State Patrol Retirement Fund

Actuarial Balance Sheef
(dollars in thousands)

ruLY I, lgg5

CURRENT ASSETS (TABLE I, F6)

EXPECTED FUTURE ASSETS
l. Present Value of Expected Future

Statutory Supplemental Contributions (See Table l l)
2. Present Value of Future Normal Costs
3. Total Expected Future Assets

TOTAL CURRENT AND E)(PECTED FUTURE ASSETS

CURRENT BENEFIT OBLIGATIONS Non-Vested Vested
l. Benefit Recipients

a. RetirementAnnuities
b. Disability Benefits
c. Surviving Spouse

and Child Benefits

2. Deferred Retirements with Future Augmentation

3. Former Members without Vested Rights

4. Active Members
a Retirement Annuities
b. Disability Benefits
c. Survivor's Benefits
d. Defened Retirements
e. Refund Liability Due

to Death or Withdrawal

TABLE 8

$284,918

$18,924

____ $392fi1

Total

160

I1,071
9,960

26
0

$109,482
4,459

15,098

2,059

146

I10,409
0
0

9,696
265

$109,482
4,459

15,098

110,569
I1,071
9,960
8,712

265

2,058

146

5. Total Current Benefit Obligations $21,217 $250,602

E. E)(PECTED FUTURE BENEFIT OBLIGATIONS

F. TOTAL CURRENT AND EXPECTED FUTURE BENEFIT OBLIGATIONS

G. CURRENT UNFUNDED ACTUARIAL LIABILITY (D5.A)

H. CI.JRRENT ANID FUTURE UNFUNDED ACTUARIAL LIABILITY (F.C)

$271,819

$100,101

$371.920

($13,099)

($20,764)

Page 13
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State Patrol Retirement Fund 
TABLE 9

Determination of unfunded Actuarial Accrued Liability (UAAL)
And Supplemental Contribution Rate

(dollars in thousands)

ruLY l, lgg5

A. DETERMINATION OF ACTUARIAL
ACCRUED LIABILITY (AAL)
l. Active Members

a. RetirementAnnuities
b. Disability Benefits
c. Survivor's Benefit
d. Deferred Retirements
e. Refunds Due to Death or Withdrawal
f. Total

Actuarial
Present Value
of Projected

Benefits

-(u-

Actuarial
Present Value

of Future
Normal Costs

Actuarial
Accrued
Liabili

$129,530
8,681
6,951
7,453
(77e)

$151,836

2,058

146

128,279

759

$190,825
18,545
16,492
14,395

43t

$61,295
9,864
9,531
6,942
1,210

$88,842$240,679

2,059

5. Recipients Not in MPRIF

6. Total

146

128,279

759

_____$7rp2q _____$EE E4r _____ J2&A7r

B. DETERMINATION OF UNFUNDED ACTUARIAL ACCRUED LIABILITY (UAAL)

Deferred Retirements
With Future Augmentation

Former Members Without
Vested Rights

Annuitants in MPRIF

l. AAL (A6)
2. Current Assets (Table l, F6)
3. UAAL (Bl-B2)

C. DETERMINATION OF SUPPLEMENTAL CONTRIBUTION RATE
l. Present Value of Future Payrolls Through

the AmortizationDate of July 1,2020

2. Supplemental Contribution Rate (B3/Cl)

3.

4.

$283,078
2g4,glg

______l$1,84A

$769,284

0.00%

MILLIMAN & ROBERISON, NC.
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TABLE TO
State Patrol Retirement Fund

YEAR ENDING JUNE 30, 1995

UAAL AT BEGINNING OF YEAR

CHANGE DUE TO INTEREST REQUIREMENTS
AhID CURRENT RATE OF FUNDING

l. Normal Cost and Expenses
2. Contribution
3. Interest on A, Bl and B2

4. Total (81+B2+B3)

E)(PECTED UAAL AT END OF YEAR (A+B4)

INCREASE (DECREASE) DUE TO ACTUARIAL LOSSES (GAINS)
BECAUSE OF EXPERIENCE DEVIATIONS FROM E)(PECTED

l. Salary Increases
2. Investment Return
3. MPRIF Mortality
4. Mortality of Other Benefit Recipients
5. Other Items

6. Total

UAAL AT END OF YEAR BEFORE PLAN AMENDMENTS
A}ID CHANGES IN ACTUARIAL ASSUMPTION (C+D6)

CHANGE IN ACTUARI,AL ACCRUED LIABILITY
DUE TO PLA}.{ AMENDMENTS

CHANGE IN ACTUARIAL ACCRUED LIABILITY
DUE TO CHANGES IN ACTUARIAL ASSUMPTIONS

UAAL AT END OF YEAR (E+F+G)

changes ln unfunded Actuarial Accrued Liabitity (UAAL)
(dollars in thousands)

A

B.

C.

D.

E.

F.

G

$12,807

$8,392
(8,77t)
1,072

$6e3

$13,500

$934
(3,275)
2,234

(3,509)
(19,950)

($23,566)

($10,066)

8,226

0

___GrE40)It

MII I IMAD{ & rcBERTSON, TNC.
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State Patrol Retirement Fund

D ete rm i n ati o n Of Co ntri b uti o n S uffi ci en cy
(dollars in thousands)

ruLY l, lgg5

Percent of
Payroll

8.92%
t4.88%

23.80%

14.58%
2.39%
2.36%
1.65%
0.23%

TABLE 1I

Dollar
Amount

$3,554
5,928

$9,482

$5,808
951
939
656
92

A. STATUTORY CONTRIBUTIONS . CHAPTER 3528

Employee Contributions
Employer Contributions

Total

B. REQUIRED CONTRIBUTTONS - CHAPTER 356

l. Normal Cost
a. Retirement Benefits
b. Disability benefits
c. Survivors
d. Defened Retirement Benefits
e. Refunds Due to Death or Withdrawal

f. Total

2. Supplemental Contribution Amortization
by July 1,2020 of UAAL

3. Allowance for Expenses

4. Total

c. CoNTRTBUTION SUFFTCTENCY (DEFTCTENCY) [A3-84]

1.

2.

J.

2r.21% $8,446

0.00%

0.t3%

0

52

21.34%:

2.46%

$8.498

Note: Projected Annual Payroll for Fiscal Year Beginning on ruLY 1, 1995 is $39,838.

$984

MILLIMAN & ROBERTSON, INC.

Page 16



TABLE 12

State Patrol Retirement Fund

Summary of Actuarial Assumptions and Methods

Interest: Pre-Retirement: 8.5% per annum

Post-Retirement: 5.0%o per annum

Salory fncreases: Reported salary at Valuation Date increased 6.5%o to current
fiscal year and 6.5Yo annually for each future year.

Mortality: Pre-Retirement:
Male - 1971 Group Annuity Mortality Table
Female - 1971 Group Annuity Mortality Table male

rates set back eight years

Post-Retirement:
Male - Same as above
Female - Same as above

Post-Disability:
Male - Same as above
Female - Same as above

Retirement Age: Age 58 for State Troopers and for State Police Officers hired
after June 30, 1961 or age 63 for State police Officers hired
before July l, 1961. If over assumed retirement age, one
year from the valuation date.

Separation: Graded rates starting at .03 at ags 20 anddecreasing to .005
at age 45-49 and .02 for ages 50-54. Adopted 1984.

Disability: Rates adopted by MSRS as shown in rate table.

Administrative and Prior year expenses expressed as percentage of prior year
Investment Expenses: payroll.

Return of Contributions: All employees withdrawing after becoming eligible for a
deferred benefit take the larger of their contributions accumu-
lated with interest or the value of their deferred benefit.

MITT-I12111 & ROBERTSON, INC.

Page 17



TABLE 12
(Continued)

Family Composition: 100% of Members are married. Female is three years youn-
ger than male. Each Member is assumed to have two
children whose ages are dependent upon the Member's age.
Assumed first child is born at Member's age 28 and second
child is born at Member's age 31.

Sociol Security: N/A

Benelit fncreases Payment of earnings on retired reseryes in excess
Alter Retirement: of 5o/o accounted for by 5% post-retirement assumptions.

Special Considerotion: Married Members assumed to elect subsidized joint and
survivor form of annuity as follows:

Males - 25% elect 50% J&S option
25%o elect 100% J&S option

Females - 5% elect 50Yo J&S option
5Yo elect 100% J&S option

Actuarial Cost Method: Entry Age Normal Actuarial Cost Method based on earnings
and the date the employee entered the plan is applied to all
plan benefits. Under this method, Actuarial Gains (Losses)
reduce (increase) the Unfunded Actuarial Accrued Liability.

Asset Valuation Method: Cost Value plus one-third Unrealized Gains or
Losses.

Payment on the A level percentage of payroll each year to the statutory
Unfunded Actuarial amortization date assuming payroll increases of 6.5%o per
Accrued Liobility: annum.

MIr.I.n{r{N & ROBEKISON, NC.
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TABLE 12
(Continued)

State Patrol Retirement Fund

Summary of Actuarial Assumptions and Methods

Separation Expressed as Number of Occurrences Per 101000:

Death Withdrawal Disabilitv Retirement

Are Male Female Male Female Male Female Male Female

4 300 300 4
4 290 290 4
4 280 280 5

4 270 270 5

4 260 260 6

5 250 250 6
5 240 240 6
5 230 230 7
5 220 220 7
5 210 2t0 8

205
2t5
225
236
246
2s6
267
277
287
298

5

6
6
6
7

7
7
8
8
9

9
l0
l0
ll
t2

l3
t4
l5
l6
l8

4
4
5

5

6

6
6
7

7
8

8

9
9

l0
l0

1l
t2
l3
l5
l6

0

0
0
0

0

0
0
0
0
0

0

0
0
0
0

0
0

0
0

0

308
31 9
329
33 l0
34 l0

35 ll
36 t2
37 13

38 t4
39 ls

200
190

r80
170
160

150
140
130
120
ll0

200 8

190 9
180 9
170 l0
160 l0

150 lr
140 t2
130 t3
t20 15

110 t6

50 29
50 32
50 36
50 4t
50 46

40 t6
4t t8
42 20
43 23
44 26

45 29
46 33
47 38
48 42
49 47

l8
20
22
24
26

29
32
36
4t
46

100 l8
90 20
80 22
70 24
60 26

100

90
80

70
60

50
50
50
50
50

MII I IIVIr{M ROBERTSON, INC.
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TABLE 12
(Continued)

State Patrol Retirement Fund

Separation Expressed as Number of Occurrences Per 101000:

Death Withdrawal Disabititv Retirement

Are Male Female Male Female Male Female Male Female

Summary of Actuarial Assumptions and Methods

0
0
0

10,000

0

l3l
IM
159
174
t92

100
109
ll9
r3t
144

159

50
57
64
72

80

88
98

108

ll8
129

l4l
t54
167

0
0

200 200 50
200 200 57
200 200 64
200 200 72
200 200 80

0088
0098
00108
0 0 lt8
00129
00141
00154
00167
000
000

20
23

26
29
JJ

38
42
47
53

59

65
7t
78
85
93

50 53
51 59
52 65
53 7t
54 78

55 85
56 93
57 100
58 109
59 ll9

213
236
263
292
324

361

60
6t
62
63

64

65
66
67
68
69

70

0

0
0
0

0

0
0

0
0
0

0

0
0
0
0

0
0
0

0
0

0
0
0

10,000
0

0
0
0
0
0

0

0
0
0
0
0

0

0
0
0
0
0

0

0
0
0

0
0

0

0
0
0

0
0

0

0
0
0
0
0

0

Dtrr.I Il&lM rcBERTSON, INC.

Page 20



TABLE 13

State Patrol Retirement Fund

Summary of Plan Provisions

GEI\ERAL

Elisibility:

Contributionsz

State trooper, conservation officers and certain crime bureau
officers.

Member: 8.92% of salary. (Amended 1995)

Employer: 14.88% of salary. (Amended 1990)

Allowable Serrice: Service during which Member contributions were deducted.
Includes period receiving temporary Workers' Compensation.

Salary: Salaries excluding lump-sum payments at separation.

Average Salary: Average of the five highest successive years of salary.
Average Salary is based on all Allowable Service if less than
five years.

RETIREMENT

Normal Retirement Benetit:

Eligibility: Age 55 and three years of Allowable Service.

Amount: 2.65% of Average Salary for each year of Allowable Service.

Early Retirement BeneJit:

Eligibility: Age 50 and three years of Allowable Service.

Amount: Normal Retirement Benefit based on Allowable Service
and Average Salary at retirement reduced to the actuarial
equivalent of the benefit that would be payable if the
Member deferred the benefit until age 55.

MILLIMAN & ROBERiISON, INC.

Page 2l



Form of Payment:

Benelit Increases:

DISABILITY

Occ upational Disability BeneJit:

TABLE 13
(Continued)

Life annuity.

Actuarially equivalent options are:

50Yo or 100%joint and survivor with bounce back feature
without additional reduction.

Benefits may be increased each January I depending on
the investment performance of the Minnesota Post
Retirement Investment Fund (MPRIF). A benefit recipi-
ent who has been receiving a benefit for at least 12 full
months as of June 30 will receive a full increase. Benefit
recipients receiving benefits for at least one full month
but less than 12 full months will receive a partial in-
crease.

For members retired under laws in effect before June l,
1973 receive an additional6Yo supplement through July l,
1994. For each of those years, the supplement increases
by 6% of the total annuity which includes both MPRIF
and supplemental amounts. Thereafter, regular MPRIF
increases apply.

Members retired under law in effect before June l, 1973
receive an additional lump-sum payment each year. In
1989, this lump-sum payment is $25 times each full year
of Allowable Service or $400 per year of service less any
Social Security benefits received or annuity from a
Minnesota public employee pension plan. In each
following year, the lump-sum payment will increase by
the same percentage increase that is applied to regular
annuities paid from MPRIF.

Member who cannot perform his duties because of a
disability directly resulting from an act of duty.

Eligibility:

MIr r IIVIN{ & ROBERTSON, INC.
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Amount:

No n-D uty D is ability Benetit:

Eligibility:

Amount:

Form of Payment:

Benefit Increases:

Retiremcnt After Dis ability:

Eligibility:

Amount:

Form of Payment:

BeneJit Increases:

TABLE 13
(Continued)

Normal Retirement Benefit based on Allowable Service
(minimum of 20 years) and Average Salary at disability
without reduction for commencement before age 55.

Payments cease at age 65 or earlier if disability ceases or
death occurs. Benefits may be paid upon re-employment
but salary plus benefit cannot exceed current salary of
position held at time of disability.

At least one year of Allowable Service and disability not
related to covered employment.

Normal Retirement Benefit based on Allowable Service
(minimum of 15 years) and Average Salary at disability
without reduction for commencement before age 55.

Payments cease at age 65 or earlier if disability ceases or
death occurs. Benefits may be paid upon re-employment
but salary plus benefit cannot exceed current salary of
position held at time of disability.

Same as for retirement.

Adjusted by MSRS to provide same increase as MPRIF.

Age 65 with continued disability.

Optional annuity continues. Otherwise, a normal retire-
ment annuity equal to disability benefit paid, or an
actuarially equivalent option.

Same as for retirement.

Same as for retirement.

MTLLTMAN & RmERTSON, INC.
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DEATH

Suruiving Spouse Beneftt:

Eligibility:

Amount:

BeneJit Increases:

S urviving Dependent Children's Benetit:

Eligibility:

Amount:

Refund of Contributions:

Eligibility:

Amount:

TABLE 13
(Continued)

Member who is active or receiving a disability benefit.

50% of Annual Salary if member was active or occupa-
tional disability and either had less than three years of
Allowable Service or was under age 55. Payment for
life.

Surviving spouse receives the 100%joint and survivor
benefit commencing on the Member's 55th birthday if
Member was active or a disability with three years of
Allowable Service. A spouse who had been receiving the
50% benefit shall be entitled to the larger of the two.
Payment for life.

Adjusted by MSRS to provide same increase as MPRIF.

Member who is active or receiving a disability benefit.
Child must be unmarried, under age 18 (or 23 if full-time
student) and dependent upon the Member.

l0% of Average Salary for each child and $20 per month
prorated among all dependent children. Benefit must not
be less than 50% nor exceed 70% of Average Salary.

Member dies before receiving any retirement benefits and
survivor benefits are not payable.

Member's contributions with 5olo interest if death oc-
curred before May 16, 1989 and 60% interest if death
occurred on or after May 16, 1989.

IlflI.r n[aN & RoBERISON, INC.
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TABLE 13
(Continued)

TERMINATION

Relund of Co ntrib utions:

Eligibility: Termination of state service.

Amount: Member's contributions with 5olo interest compounded
annually if termination occurred before May 16, 1989 and
60lo interest if termination occurred on or after May 16,
1989.

Deferred Benelit:

Eligibility: Three years of Allowable Service.

Amount: Benefit computed under law in effect at termination and
increased by the following annual percentage: |Yo before
7lll7l; 5o/o from 7lll7l to 1/1/81 ; and 3%o thereafter until
the annuity begins. Amount is payable as a normal or
early retirement.

SI GI\"IFICAI\T CHANGE S

l. Benefit multiplier was increased from 2.50% to 2.65%o.

2. Disability benefits were increased to be consistent with the increase in the benefit
multiplier and now continue to age 65.

3. The Member contribution rate has been increased from 8.50% of salary to 8.92o/o of
salary.

MILLIMAN & RMERTSON, NC.
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Correctional Employees Retirement Fund
ACTU ARI AL VALU ATI O N REPO RT

July {, 1995
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Steven R. Baker, M.D.
T. Scott Bentley, A.S,A.
Gerald R. Bemstein, F.S.A.
Stephen D. Brinl, F.S.A.
Brim Z. Brom, F.C,A.S.
Stephen M. Cigich, F.S.A.
Timothy D. Courtney, A.S.A.
Thomas K. Custis, F.S.A.
Patrick f. Dunks, F.S.A.
Pamela |. Evans, A.S.A.
Daniel f. Flaherty, F.C.A.S.
Eric P. Goetsch, A,S.A.
Steven G. Hanson, A,S.A.
Richard H, Hauboldt, F.S.A.
Peggy L. Hauser, F.S.A.
Timothy |. Herman, A.S.A.
GregoryN. Henle, F.S.A,
Willim V. Hogan, F.S.A.
GaryR. fosephson, F.C.A.S.
GaiI E. Kappeler, A.C.A.S.
Ioan M. Klucarich, A.C.A.S.
Catherine L. Knuth, A.S.A.
Rose M. Leben, R.N.
Frank Kopenski, fr., A.S.A.
Kenneth E. Leinbach, F.S.A.
Mark E. Litow, F.S.A.
fohn D. Meerschaert, A.S.A.
SmdraA. Mertes, F,S.A.
Nicholas E. Mischler, M,D.
Iames C. Modaff, F.S.A.
Stacey V. Muller, A.S.A.

.-pavid F. Ogden, F.S.A.
\ickolas 

J. Onner, A.S.A.
rnet L. Perrie, A,S.A.

William M. Pollock, F.S.A.
Michael D. Price, A.C.A.S.
Patricia L. Priebe, R.N.
Douglas A. Proebsting, A.S.A.
Robert L. Sanders, F.C.A.S.
Steven f . Sherman, F.S.A.
Clark E. Slipher, F.S.A.
|ohn B. Snyder, F.S.A.
Lee H. Straate, F.S.A.
Collin I. Suttie, A.C.A.S.
Gregory S. Wmner, A.C.A,S.
Peter G. Wick, F.C.A.S.

MTLLTMAN & ROnnnrsoN, INC.
Actuaries & Consultants

Int ernati on ctlly W O O DROW MILLIMAN

Suite 400, 15800 Bluemound Road, Brookfield, Wisconsin 53005-6069
Telephone: 414 17 84-2250

Fax: 4141784-4116

November 16, 1995

Legislative Commission on
Pensions and Retirement

55 State Office Building
St. Paul, Minnesota 55155

RE: Correctional Employees Retirement Fund

Commission Members:

Wendell Milliman, F.S.A. (1976)
Stuart A, Robertson, F.S.A.

Chairman Emeritus

Pursuant to the terms of our Actuarial Services Contract, we have performed
an actuarial valuation of the Fund as of July I, 1995.

The results of our calculations are set forth in the following report, as are the
actuarial assumptions upon which our calculations have been made. We have
relied on the basic employee data and asset figures as submitted by the
Minnesota State Retirement System.

On the basis of the foregoing, we hereby ceftiry that, to the best of our
knowledge and belief, this report is complete and accurate and has been
prepared in accordance with the requirements of Section 356.215, Minnesota
Statutes, and the requirements of the Standards for Actuarial Work, adopted
by the Commission on July 8, 1992.

Respectfully submitted,

-"-'r;' /"'{..,/ /L.- *- - -_.,/
Thomas K. Custis, F.S.A.,
Consulting Actuary

)
M.A.A.A.

0-/-U^; U'.6/"\-..*-
William V. Hogan, F.S.A., mA.A.a.
Copsulting Actuary

TKCA\IVH/bh

Albany, Atlanta, Boston, Chicago, Dallas, Denver, Hartford, Houston, Indianapolis, Irine, Los Argeles, Milwaukee, Minneapolis, New York, Omaha,
Philadelphia, Phoenix, Portland, ME, Portland, OR, St. Louis, Salt Lake City, San Diego, Sm Francisco, Seattle, Tampa, Washington, D.C., Bermuda, Tokyo
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Correctional Employees Retirement Fund

Report Highlights
(dollars in thousands)

0710U94
Valuation

07t0U95
Valuation

A.

B.

CONTRIBUTIONS (Table I l)
l. Statutory Contributions - Chapter 352

% of Payroll

2. Required Contributions - Chapter 356
% of Payroll

3. Sufficiency (Deficiency): (A.1. - A.2.)

FUNDING RATIOS
l. Accrued Benefit Funding Ratio

Current Assets (Table l)
Current Benefit Obligations (Table 8)
Funding Ratio: (a/b)

2. Accrued Liability Funding Ratio
Current Assets (Table l)
Actuarial Accrued Liability (Table 9)
Funding Ratio: (a/b)

3. Projected Benefit Funding Ratio (Table 8)
a. Current and Expected Future Assets
b. Current and Expected Future Benefit Obligations
c. Funding Ratio: (a/b)

PLAN PARTICIPA}ITS
l. Active Members

Number (Table 3)
Projected Annual Earnings
Average Annual Eamings (Actual $)
Average Age
Average Service

2. Others
Service Retirements (Table 4)
Disability Retirements (Table 5)
Survivors (Table 6)
Deferred Retirements (Table 7)
Terminated Other Non-vested (Table 7)
Total

tt.t7%

rr.30%

ll.l7o/o

tt.tt%

-0.t3%

$148,163

0.06%

a.

b.
c.

a-

b.
c.

$131,466
$165,427
$133,923

1t2.70%

$148,163
$152,702

97.03%

$212,753
$214,622

99.t3%

123.52%

$165,427
$153,491
t07.78%

$228,847
$216,088
105.90%

a.

b.
c.
d.
e.

a.

b.
c.
d.
e.

f.

1,761
$70,562
$40,070

38.5
8.1

2,117
$71,022
$33,549

38.0
7.2

399
25
25

296
74

393
2t
t7

248
44

819

Page I
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Correctional Employees Retirement Fund

Commentary

Purpose

The purpose of this valuation is to determine the financial status of the Plan. In order to achieve this
Py_rpgp an_actuarial valuation is made at the beginning of each fiscal year as required by Section
356.215 of Minnesota Statutes.

Report Highlights

The financial status of the Plan can be measured by three different funding ratios:

"The Accrued Benefit Funding Ratio is a measure of current funding stafus and, when viewed
over a period of years, presents a view of the funding progress. It is based upon benefits which
have been earnedbyservice to the valuation date. flris year's ratio is 1?J .52%. The
corresponding ratio for the prior year was 112.70%.

"The Accrued Liability {upding Ratio is also a measure of funding status and funding progress.
It is based on the actuarial cost method that has historically been used by the State. For tlgS
the ratio is 107.78%, which is an increase from the 1994 v-alue of 97.0i%.

"The !1ojgcted Benefit Funding Ratio is a measure of the adequacy or deficiency in the
contribution level. This year's ratio of 1,05.90% verifies that lhe iurrent statutorry contributions
are sufficient.

Asset Information (Tables I and 2)

Minnesota Statutes require that the asset value used for actuarial purposes recognize only a third of
the unrealized gains and losses. This requirement exists because market values (which ihclude all
unrealized gain and losses) are typically volatile and can produce erratic changes in the contribution
requirements from year to year.

The calculation of the Actuarial Value of Assets is shown in Table I on lines Fl to F6. It combines
the cost value of the Assets Available for Benefits and one-third of the difference between the
market value and cost value of those assets.

The term "Actuarial Value of Assets" is used to indicate that the value was determined for use in this
actuarial valuation. Since Minnesota Statutes refer to this value as "Current Assets", the latter
phrase will be used in the remainder of this report.

Page2
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This Plan gqlicipate.s in thelVlinnesota Post Retirement Invesfinent Fund (i.e. MpRIF). After the
MPRIF liability has been calculated {or eagf participating Plan, the State Board ofinJestnint., (i...
sB.l), wiJl determine each Plan's portion olsi_q*lgss eairings fd th;i;r.ry d;.fii Ii.."*. *well as the Plan's allocated mark6t share of MPRIF. e

Actuarial Balance Sheet (Table t)

An actuarial balance sheet provides a method for evaluating current and future levels of funding.

The Current Benefit_Obligation used to measure current funding levels is calculated in accordance
with StatementNo. 5 of the Governmental Accounting Standarts goara 

1GASBJ.- Tii;;;
requirements are:

"For Active Members - sqlary and service are projected to retirement to determine benefits for
each member and the ratio of credited service- toiotal service establishes the portion of the
projected benefit to be used in calculating the current funding level. r -------

" For Non-active Members - the discounted value of benefits, including augmentation in cases
where benefits have not commenced.

GASB Disclosure

The Current Benefit Obligation amounts in Table-8 are required to be disclosed by Statement No. 5
of the Governmental Accounting Standards Board (GASB). However, Statement'No. iuses the
terms "Actuarial Present vahf [f Cpaiteafro;i.tia Benefits" and'?'ension g.n"ni Obligation,
rather than "Current Benefit Obligation".

The JULY 1,1995 Pension Benefit Obligation reported in Table 8 is reformatted for GASB
reporting purposes in the following tableJ

Retirees and beneficiaries currently receiving benefits and
terminated employees not yet receiving benefits $59,52g,000

Current Employees
Accumulated employee contributions including $26,971,000

allocated investrnent income
Employer-financed vested 41,293,000
Employer-financed nonvested 6,141,000

Total Pension Benefit Obligation $133,923,000

Net Assets Available for Benefits at Cost $162,0g6,000

Total Benefit obligation less Assets ($2g,163,000)

Funded ltatio l2l.O3%

MTTTI\&{N & ROBERXSON, INC.
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Actuarial Cost Method (Toble 9)

The approach qsgdlV tg S.tutg of Minnesota to determine contribution sufficiency is the Entry Age
Normal Actuarial Cost Method. The primary characteristic of this method is that it allocates dosts"as
a level percentage ofpayroll.

A comparison of this actuarial mg!n9{(Jable- 9) !o the acluarial balance sheet (Table 8) illustrates
th9 two technique-s for allocating liabilities of aitive Members to past and futurb. As n6ted in the
prior section, thebalance sheet allocates benefits and the corresponding liabilities, on the basis of
service. The method used in Table 9 allocates liabilities so that the coslt each yearwill be a constant
percentage of payroll. Both approaches, however, calculate the value of all future benefits the same
way (see line F of Table 8 and line .4,6, column l, of Table 9).

An Unfunded Actuarial Accrued Liability is computed under the Entry Age Normal Actuarial Cost
Vethod by comparing the liabilities allocated to past service (Actuariil Aicrued Liability) to the
Current Assets. This amount, line 83, is fundedbver the remaining years to the amortizifion date
by a series of payments that remain a constant percentage of payroll bach year.

1lg putrn.."ts will increase 6.50% each year because thatis the assumed rate of increase in payroll.
Although thepayment schedule will be adequate to amortize the existing unfunded, the lowir-
payments in the earlier years will not be sufficient to cover the interest on the unfunded liability.
A{.t ? fgw years, the annual payment will cover the interest and also repay a portion of the
unfunded.

Sources olActuarial Goins ond Losses (Table 10)

The-ass_umptionsused in making the calculations using the Entry Age Normal Actuarial Cost
Method are based on long-term expectations. Each year the actual eiperience will deviate from the
long-term expectation. For a detailed analysis of th-e major components, refer to Table 10.

Contribution S ufliciency (Table I l)

This report determines the adequacy of Statutory Contributions by comparing the Statutory
Contributions to the Required Contributions.

The Required Contributions, set forth in Chapter 356, consist of:

oNormal 
costs based on the Entry Age Normal Actuarial Cost Method.

"A Supplemental Contribution for amortizing any Unfunded Actuarial Accrued Liability.
" An AUowance for Expenses.

Table I I shows the Plan has a contribution sufliciency since the Statutory Contribution Rate is
ll.l7% compared to the Required Contribution Rate of I l.l lYo. The contribution sufficiency
has improved due to a change in the salary data which has been used in this valuation. The
magnitude of the gain due to this change is reflected in Table 10, D.5. "Other Items".

MIT T TMN{ & ROBERTSON, INC.
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Cltonges in Actuoriol Assumptions

There were no changes in actuarial assumptions since the last valuation.

Changes in Plan Provisions

There were no changes in plan provisions since the last valuation which impacted funding costs.

n/trIrr}l{{ & ROBERISON, INC.
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Correctional Employees Retirement Fund

Accounting Balance Sheef
(dollars in thousands)

ruLY l, lgg5

TABLE 1

Market Value Cost Value
A ASSETS

l. Cash, Equivalents, Short-term Securities
2. Investments

a. Fixed Income
b. Equity
c. Real Estate

3. Equity in Minnesota Post-Retirement
Investment Fund (MPRIF)

4. Other

TOTAL ASSETS

AMOUNTS CURRENTLY PAYABLE

D. ASSETS AVAILABLE FOR BENEFITS
I. Member Reserves
2. Employer Reserves
3. MPRIF Reserves
4. Non-MPRIF Reserves
5. Total Assets Available for Benefits

E. TOTAL AMOI.JNTS CURRENTLY PAYABLE
AND ASSETS AVAILABLE FOR BENEFITS

$172,109 $162,096

_____su3Jr{ _____$153J32

$4,197

33,676
81,079
5,029

48,776

407

$4,187

32,726
71,813

5,223
48,776

407

B.

C.

_____l1tu5{

$1,046

$22,825
100,507

49,776
0

$163.132

$1,046

$22,825
90,485
48,776

0

F. DETERMINATION OF ACTUARIAL VALUE OF ASSETS

Cost Value of Assets Available
for Benefits (D5)
Market Value @5)
Cost Value (D5)
Market Over Cost: (F2-F3)
l/3 of Market Over Cost (F4)/3
Actuarial Value of Assets (Fl+Fs)
(Same as "Current Assets")

1.

2.
J.

4.
5.
6.

$172,108
162,086
$10,022

$162,086

3,341
$165.427

MII -I -I}IAN & ROBERTSON, NC.
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Correctional Employees Retirement Fund

Change In Assefs Available For Benefifs
(dollars in thousands)

YEAR ENDING JUNE 30, 1995

TABLE 2

Market Value Cost Value

$149,545 $147,472A. ASSETS AVAILABLE AT BEGINNING OF PERIOD

B. OPERATING REVENUES

l. Member Contributions
2. Employer Contributions
3. Investment Income
4. MPzuF Income
5. Net Realized Gain (Loss)
6. Other
7. Net Change in Unrealized Gain (Loss)

8. Total Revenue

OPERATING EXPENSES

l. Service Retirements
2. Disability Benefits
3. Survivor Benefits
4. Refunds
5. Investment Fees
6. Administrative Expenses
7. Other

8. Total Disbursements

OTHER CHANGES IN RESERVES

ASSETS AVAILABLE AT END OF PERIOD

$3,290
4,195
7,741
3,870
l,l lg

3l

$3,280
4,195
7,741
3,870
1,1 19

31

07,949

$28 $20,236r85

C.

$4,971
0
0

224
172

105

150

$4,971
0

0

224
172

105

150

D.

E.

$5,622

0

$172.108

$5,622

0

$162.086

MII -I TIMNJ & ROBERTSON, INC.
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Correctional Emptoyees Retirement Fund
ACTIVE I-|E]-{BERS AS OF JUNE 30, I.995

396 293 226 93

AVEMGE ANNUAL EARNINGS

TABLE 3

2,L17

&
<25

25-29

30-34
35-39

40-M
45-49

50-54
55-59

60-64
55+

ALL

94
327

392
4rt

354
313

160
45

27

4
2

19
43

23
5

3

26

7B
70

37
L2

3

26

135 2590 108

58 7t54 58

23 2266
43

2T
155

L45
116

BO

56

18
7

5

sl
73

146

87
7T

48
26

15
2

2

603470

6

1B
5

1

30

&
<25

25-29

30-34
35-39

40-44
45-49

50-54
s5-59

50-64
65+

ALL

<1

22.432
22.680

23,579
25,368

24.734
24.25t

23.928
20.039

26,696

27 ,934
28,638

30,023
30,157

30,823
31,254

30.267
32,787

34,267

3L,756

32.605
33.232

33,767
33,959

34,535
44.499

3s,863

34,839
36,396

35, B9B
35, 139

36,3BB
34, BB4

42,587

37 ,262

38,220
35.979

39,910
42,377

39, 181

39,893
42.249

39,5r2
43,264

4L,662

30+

40,240

41 .886 35,s42
4L,041 37,657

34,761

ALL

23,66r
26.226

29.789
32.092

33,613
34,598

36,125
38,6s0

36,821

31 ,501

66.687

30+

205

AGE

ALL

23.556 29,975 33.371 35,926 37,926 41,126 4t.L7g 34,247

<1

11.071 18,038 13,2t4 10,526 8,571 3,824

MITT UVIAN & ROBERXSON, INC.
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TABLE 4

Correctional Employees Retirement Fund

SERVICE RETIREMEMIS AS OF JUNE 30, 1.995

AGE

<50
50-54

55-59
60-64

65-69
70-74

75-79
80-84

85+

ALL

43
I

15

1

16
3

1

4
63

18
5

1

63
74

80
73

61
43

4

399

46
20

6

48

32
6

B672906621

23
37

4

64

AVEMGE ANNUAL BENEFIT

AGE

<50
50-54

55-59
60-64

65-69
70-74

75-79
80-84

85+

ALL

LO,7T6

16,584
10,731

Lt,796

t7 ,257
11 ,598

7L,404

13,423
14.979

10,850
9,854

t2,602
Lt,220

6,084

I0,225

7 ,890
4,635

10.7L6

16 
" 
843

14,44t

71,973
r0.472

7 ,Bts
5,785

9,209

LL,592

B, 161
5,972

9,209

6,96r

AGE

ALL

15,240 75,247 13,799 11 .675 8,966

7,24L 4.6251 ,005

MILLIMAN & ROBERISON, INC.
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TABLE 5

Correctional Employees Retirement Fund

SURVIVORS AS OF JUNE 30, 1995

YEARS SINCE DEATH<1 L4 54 10-14 15-19 20-24 25+ ALLlll 3

AGE

<50
50-54

55-59
60-64

65-69
70-74

75-79
80-84

85+

ALL

1

3

111
11 2t

1

1

1

1

AVEMGE ANNUAL BENEFIT

AGE

<50 2,348 6 ,872 6.578 5 ,246s0-54 8,819 5,492 7,290 6,334 6,984

55-59 B, 160 4 ,866 18,325 9 ,53460-64 5,433 7 .258 6,04t

65-69 2,725 2,725
70-74 6,21L 3,639 5,455 5,379

75-79 L ,582 5,676 1 ,688 3,656
80-84 366 366

85+

ALL 6 .867 4, 688 4 ,790 8,661 5,455 5 ,676 1 ,688 5 ,948

48 ,069 t8 ,752 28 ,7 40 34 ,644 5 ,455 11 , 352 1,688 148,700

AGE

ALL

MIr r UVIAN & ROBERTSON, INC.
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TABLE 6

Correctional Employees Retirement Fund

DISABILITY RETIREI{EMTS AS OF JUNE 30, 1995

YEARS DISABLED
AGE

<50
50-54

55-59
60-64

65-69
70-74

75-79
80-84

85+

ALL

ALL

16
1

2
3

1

2

25

L-4

B

2

10

<1

5

5

5-9 10-14 15-19 20-24 25+

3
1

1

AVERAGE ANNUAL BENEFIT

AGE

<50
50-54

s5-59
60-64

65-69
70-74

75-79
80-84

85+

ALL

AGE

ALL

14,977 11 ,575 10,591
14, 043

13,810
9,298 L2,665

L6,734

14,977 12,022 11 ,023 14 ,02L

2,598 3,756

2,598 3,756

L2,454
14,043

13,810
11 ,543

16,734
3,L77

LL,946

74.885 L20,220 55,115 42,063 2.s98 3,756 298,650

}trT T TI\/I/N{ & ROBERXSON, INC.
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TABLE 7
Correctional Employees Retirement Fund

Reconciliation Of Members

Terminated

Actives
Deferred

Retirement
Other

Non-Vested

A ON JUNE 30,1994

B. ADDITIONS

C. DELETIONS
l. Service Retirement
2. Disability
3. Death
4. Terminated - Deferred
5. Terminated - Refund
6. Terminated - Other Non-Vested
7. Retumed as Active
8. Transferred to Other Fund

D. DATA ADruSTMENTS

Vested
Non-Vested

E. TOTAL ON JUNE 30, 1995

ON JUNE 30,1994

ADDITIONS

DELETIONS
l. Service Retirement
2. Death
3. Annuity Expired
4. Returned as Active

DATA ADruSTMENTS

TOTAL ON JUNE 30, 1995

1,761

502

(18)
(s)

Q)
(s6)
(47)
(24)

7

0

(l)

0
0

0
0
(l)
0
(l)
(2)

0

(2)
0

(4)
0

(4)
0

(6)
0

4

44

34

248

60

2t

5

1,331

786

2,117 74296

Recipients
Retirement
Annuitants Disabled Survivors

393

2t

A
B.

c.

D.

E.

0
(ls)

0

0

0

0
(1)
0
0

0

t7

8

0
0

0

0

0

399 25

Page 12
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A.

B.

C.

D.

Correctional Employees Retirement Fund

Actuarial Balance Sheef
(dollars in thousands)

ruLY l, tggs

CURRENT ASSETS (TABLE l, F6)

EXPECTED FUTIJRE ASSETS
l. Present Value of Expected Future

Statutory Supplemental Contributions (See Table I l)
2. Present Value of Future Normal Costs
3. Total Expected Future Assets

TOTAL CURRENT AND EXPECTED FUTURE ASSETS

TABLE 8

$165,427

$823

62,597

$63,420

$228.847

CURRENT BENEFIT OBLIGATIONS
1. Benefit Recipients

a. RetirementAnnuities
b. Disability Benefits
c. Surviving Spouse

and Child Benefits

Deferred Retirements with Future Augmentation

Former Members without Vested Rights

Active Members
a. RetirementAnnuities
b. Disability Benefits
c. Survivor's Benefits
d. Deferred Retirements
e. Refund Liability Due

to Death or Withdrawal

Non-Vested Vested Total

2.

J.

4.

1,050
1,504
3,076

5ll
0

$43,217
3,619
1,941

10,617

135

51,282
0
0

l4,gg0
l,gg2

$43,217
3,618
1,941

10,617

135

52,332
1,504
3,076

15,491
l,gg2

5. Total Current Benefit Obligations $6,141 $127,782 $133,923

E. EXPECTED FUTURE BENEFIT OBLIGATIONS $82,165

F. TOTAL CURRENT AND EXPECTED FUTURE BENEFTT OBLTGATTONS ____$215pS&

G. CURRENT LTNFUNDED ACTUARIAL LTABILITY (D5-A) ($31,504)

H. CURRENT AND FUTURE UNFLTNDED ACTUARIAL LIABILITY (F-C) ($12,7s9)

MII I IIVII{N & ROBERISON, INC.
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TABLE 9
Correctional Employees Retirement Fund

Determination Of Unfunded Actuarial Accrued Liability (UAAL)
And Supplemental Contribution Rate

(dollars in thousands)

JULY I, 1995

Actuarial Actuarial
Present Value Present Value Actuarial
of Projected of Future Accrued
Benefits Normal Costs Liabili$

A. DETERMINATION OF ACTUARIAL 

-o- 

---------?r- ----s177zt-
ACCRUED LIABILITY (AAL)
l. Active Members

a. Retirement Annuities $113,898 $39,413 $74,485
b. Disability Benefits 3,014 1,320 1,694
c. Survivor's Benefit 5,867 2,465 3,402
d. Deferred Retirements 29,932 13,384 16,548
e. Refunds Due to Death or Withdrawal 3rq4l 6,015 (2,166)
f. Total ----Tts6J60 -----$r2,5n ------$q3,963

2. Defened Retirements
With Future Augmentation

3. Former Members Without
Vested Rights

4. Annuitants in MPRIF

5. Recipients Not in MPNF

6. Total

10,617

135

48,776

0

10,617

135

48,776

0

_____$2!5.AEr ______$62,se7 _____$t53lgl_

B. DETERMINATION OF UNFUNDED ACTUARIAL ACCRUED LIABILITY (UAAL)
r. AAL (A6)
2. Current Assets (Table l, F6)
3. UAAL (Bl-B2)

C. DETERMINATION OF SUPPLEMENTAL CONTRIBUTION RATE
1. Present Value of Future Payrolls Through

the AmortizationDate of July 1,2020

2. Supplemental Contribution Rate (B3/C1)

s153,491
165,427

_____G1lJ36)

$1,371,472

0.00%

MILLIMAN & ROBERTSON, NC.
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TABLE TO
Correctional Employees Retirement Fund

Changes ln Unfunded Actuarial Accrued Liability (UAAL)
(dollars in thousands)

YEAR ENDING JUNE 30, 1995

A.

B.

UAAL AT BEGINNING OF YEAR

CHANGE DUE TO INTEREST REQUIREMENTS
AND CURRENT RATE OF FUNDING

l. Normal Cost and Expenses
2. Contribution
3. Interest on A, Bl and B2

4. Total (Bl+82+B3)

EXPECTED UAAL AT END OF YEAR (A+B4)

INCREASE (DECREASE) DUE TO ACTUARIAL LOSSES (GAINS)
BECAUSE OF EXPERIENCE DEVIATIONS FROM EXPECTED

1. Salary Increases
2. Investment Retum
3. MPzuF Mortality
4. Mortality of Other Benefit Recipients
5. Other Items

6. Total

UAAL AT END OF YEAR BEFORE PLAN AMENDMENTS
AND CHANGES IN ACTUARIAL ASSUMPTION (C+D6)

CHANGE IN ACTUARIAL ACCRUED LIABILITY
DUE TO PLAN AMENDMENTS

CHANGE IN ACTUARIAL ACCRUED LIABILITY
DUE TO CHANGES IN ACTUARIAL ASSUMPTIONS

UAAL AT END OF YEAR (E+F+c)

$4,539

$7,752
(7,475)

398

$67s

$5,214

($2,426)
(2,318)

907
0

(13,313)

($l7,l50)

($l1,936)

_____1su,230

C.

D.

E.

F.

G.

0

0

H.

MII I IIVIIU! & ROBERISON, INC.
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Correctional Employees Retirement Fund

A. STATUTORY CONTRIBUTIONS . CHAPTER 352

l. Employee Contributions
2. Employer Contributions

3. Total

D eterm i n ati o n Of Co ntri b uti o n S uffi ci en cy
(dollars in thousands)

ruLY l, tggs

TABLE 1I

Dollar
Amount

Percent of
Payroll

4.90%
6.27%

$3,480
4,453

tt.t7%

6.98%
0.24%
0.41%
2.28%
r.05%

$7,933

B. REQUTRED CONTzuBUTTONS - CHAPTER 356

l. Normal Cost
a. Retirement Benefits
b. Disability benefits
c. Survivors
d. Deferred Retirement Benefits
e. Refunds Due to Death or Withdrawal

f. Total

2. Supplemental Contribution Amortization
by July 1,2020 of UAAL

3. Allowance for Expenses

4. Total

$4,955
17t
292

1,617
747

10.96% $7.782

0.00%

0.15% t07

tl.tt% $7.889

c. CoNTRTBUTTON SUFFTCTENCY (DEFTCTENCY) [A3-B4] 0.06%

Note: Projected Annual Payroll for Fiscal Year Beginning on ruLY l, 1995 is$71,022.

$44

Mrr r.[v!{I{ & RoBERTSON, INC.
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TABLE 12

Correctional Employees Retirement Fund

Summary of Actuarial Assumptions and Methods

Interest: Pre-Retirement: 8.5Yo per annum
Post-Retirement: 5.0Yo per annum

Salary Increases: Reported salary at valuation date increased 6.5%o to current
fiscal year and 6.5% annually for each future year. prior
fiscal year salary is annualized for new Members.

Mortality: Pre-Retirement:
Male - 1971 Group Annuity Mortality Table
Female - l97l Group Annuity Mortality Table male

rates set back 8 years

Post-Retirement:
Male - Same as above
Female - Same as above

Post-Disability:
Male - Combined Annuity Mortality Table
Female - Combined Annuity Mortality Table

Retirement Age: Age 58 or if over age 58, one year from valuation date.

Separation: Graded rates based on actual experience developed by the
June 30, 1971 experience analysis. Rates are shown in rate
table.

Disability: Rates adopted by MSRS as shown in rate table.

Administrative and Prior year administration expenses expressed as percentage of
fnvestment Expenses: prior year payroll.

Return of All employees withdrawing after becoming eligible for a
Contributionsz deferred benefit take the larger of their contributions accumu-

lated with interest or the value of their deferred benefit.

MIrr.rMN{ & ROBERISON, INC.
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TABLE T2
(Continued)

Family Composition: 85o/o of Members are assumed to be married. Female is three
years yorxlger than male.

Social Security: Based on the present law and 6.5Yo salary scale. Onty
earnings history while in state service is used. Future Social
Security benefits replace the same proportion of salary as at
present.

Benefit fncreases Payment of earnings on retired reserves in excess
After Retirement: of 5Yo accounted for by 5oZ post-retirement assumptions.

Special Consideration: Married Members assumed to elect subsidized joint and
survivor form of annuity as follows:

Males - 25Yo elect 50% J&S option
25%o elect 100% J&S option

Females - 5% elect 50Yo J&S option
5%o elect 100% J&S option

Actuarial Cost Method: Entry Age Normal Actuarial Cost Method with normal costs
expressed as a level percentage of earnings. Under this
method, Actuarial Gains (Losses) reduce (increase) the
Unfunded Actuarial Accrued Liability.

Asset Valuotion Method: Cost Value plus one-third Unrealized Gains or Losses.

Payment on the A level percentage of payroll each year to the statutory
Unfunded Actuarial amortization date assuming payroll increases of 6.5yo
Accrued Liability: per annum.

MIr rrllluY & RoBERISON, INC.
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TABLE 12
(Continued)

Correctional Employees Retirement Fund

Summary of Actuarial Assumptions and Methods

Separation Expressed as Number of Occurrences Per 101000:

Death Withdrawal Disabiti(v Retirement

Agg Male Female Male Female Male Female Male Female

2,400
2,250
2,080
1,920
1,760

1,600

1,470
1,340
1,230
1,130

1,040

950
890
830
770

5

5

5

6

6

6
7

7
7

8

8

9
9

10

l0

20
2t
22
23
24

25
26
27
28
29

30
31
32
33
34

40 t6
4t 18

42 20
43 23
44 26

45 29
46 33
47 38
48 42
49 47

5

6
6
6

7

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

2,910
2,750
2,600
2,430
2,270

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

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

35
36
37
38
39

ll
t2
13

t4
l5

7

7
8

8

9

9
l0
l0
ll
t2

l3
t4
l5
t6
18

720
680
640
600
560

530
500
480
460
430

410
390
370
350
340

2
2

4
4
4

5

6
7

7
l0

920 2
850 2
780 2
720 3

680 3

630 3

590 5

560 7
530 9
500 ll

MIr r.rlIAN & ROBERTSON, INC.
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TABLE 12
(Continued)

Correctional Employees Retirement Fund

Summary of Actuarial Assumptions and Methods

Separation Expressed as Number of Occurrences Per 101000:

Death Withdrawal Disabitity Retirement

Are Male Female Male Female Male Female Mare Female

20 320 470
23 300 440
26 280 410
29 260 390
33 240 360

50 53
51 59
52 65
53 7t
54 78

0
0

0
0
0

0
0
0

0
0

65
7t
78
85

93

t4 l0
t6 t2
20 t4
24 16

28 20

24
30
36
44
52

10,000 10,000
00

0

0
0
0
0

0

0
0
0
0

55 8s
s6 93
s7 100
58 109
59 ll9

60 l3l
61 144
62 159

63 174
64 r92

65 2t3
66 236
67 263
68 292
69 324

70 361

38 210 330 34
42 170 290 40
47 140 230 46
53 90 170 56
59 40 90 66

0
0
0

0
0
0

10000
10900
119 0 0
131 0 0
14400
r59

76 62
90 74
110 88
136 104
174 122

00
00
00
00
00

Dflrr rt\[{N & RGERTSON, INC.
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TABLE 13

Correctional Employees Retirement Fund

Summary of Plan Provisions

GENERAL

Eligibility:

Contributions:

State employees in covered correctional service.

Member: 4.90% of salary.

Employer: 6.27% of salary. (Amended 1990)

Allowable Sen'ice: Service during which Member contributions were made.

Salary:

May also include certain leaves of absence, military service
and periods while temporary Worker's Compensation is paid.

Includes wages, allowances and fees. Excludes lump-sum
payments at separation and reduced salary while receiving
Worker's Compensation benefits.

Average Salary: Average of the five highest successive years of salary.
Average Salary is based on all Allowable Service if less than
five years.

RETIREMENT

Normal Retirement Beneftt:

Eligibility: Age 55 and three years of Allowable Service under the
Correctional and General Plans. Proportionate Retirement
Annuity is available at age 65 and one year of Allowable
Service.

Amount: 2.5%o of average salary for each year of Allowable Service,
pro rata for completed months. Maximum of 75%o of
Average Salary.

MIIT II\/IIIN & ROBERTSON, NC.

Page 2l



TABLE 13
(Continued)

After 84 months or normal retirement age if earlier, benefit
changes to unreduced General Plan benefit. For Members
hired prior to July l, 1989, normal retirement age is 65; for
Members hired after June 30, 1989, normal retirement age is
the age first eligible for nonreduced Social Security benefits.
If combined General Plan benefit and Social security (based
on State service) are less than the Correctional benefit, an
additional benefit will be paid to prevent a decrease.

Early Retirement BeneJit;

Eligibility: Age 50 and three years of Allowable Service.

Amount: Normal Retirement Benefit based on Allowable Service
and Average Salary at retirement date reduced to the
actuarial equivalent of the benefit that would be payable
if the Member deferred the benefit until age 55.

Form of Payment: Life annuity with return on death of any balance of
contributions over aggregate monthly payments.
Actuarially equivalent options are:

50Yo or 1XI%joint and survivor with bounce back feature
without additional reduction. 15 year certain and life
benefits.

Benefit Increases: Benefits may be increased each January I depending on
the investment performance of the Minnesota Post
Retirement Investment Fund (MPRIF). A benefit recipi-
ent who has been receiving a benefit for at least 12 full
months as of June 30 will receive a full increase. Mem-
bers receiving benefits for at least one full month but less
than 12 full months will receive a partial increase.

DISABILITY

Occ up atio nol D is ab ility:

Eligibility: Member who cannot perform his duties as a direct result
of a disability related to an act of duty.

}IILLIMAN & ROBERXSON, INC.
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Amount:

No n-O cc ap atio n al D is ability :

Eligibility:

Amount:

Form of Payment:

Benefit Increases:

Retirement BeneJits:

Eligibility:

Amount:

Form of Payment:

Benefit Increases:

TABLE 13
(Continued)

50% of Average Salary plus 2.5Yo of Average Salary for
each year in excess of 20 years of Allowable Service pro
rata for completed months. Maximum of 75Yo of
Average Salary.

Payment begins at disability and stops at age 62 or earlier
if disability ceases or death occurs. Benefits may be paid
upon re-employment but salary plus benefit cannot exceed
current salary of position held at time of disability.

At least one year of Correctional service and disability
not related to covered employment.

Normal Retirement Benefit based on Allowable Service
(minimum of 15 years) and average salary at disability.

Payment begins at disability and ends at age 62 or earlier
if disability ceases or death occurs. Benefits may be paid
upon re-employment but salary plus benefit cannot exceed
current salary of position held at time of disability.

Same as for retirement.

Adjusted by MSRS to provide same increase as MPRIF.

Age 62 with continued disability.

Benefit computed as a norrnal retirement benefit under
General Plan based on same Allowable Service and
without reduction for age.

Same as for retirement.

Same as for retirement.

MTLLIMAN & ROBERTSON, INC.
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DEATH

Surviving Spouse BeneJit:

Eligibility:

Amount:

Benefit Increases:

TABLE 13
(Continued)

Member at any age or former Member age 50 or older
who dies before retirement or disability benefits com-
mence with three years of Allowable Service. If a former
Member dies before age 55 and has less than 30 years of
Allowable Service, benefits commence when the former
Member would have been age 55. If an active member
dies, benefits may commence immediately, regardless of
age.

Surviving spouse receives the 100% joint and survivor
benefit using general state employees formula. If com-
mencement is prior to age 55, the appropriate early
retirement formula described above applies except that
one-half the monthly reduction factor is used from age 55
to the commencement age and the Rule of 90 does not
apply. In lieu of this benefit, the surviving spouse may
elect a refund of contributions with interest or an
actuarially equivalent term certain annuity.

Adjusted by MSRS to provide same income as MPRIF.

Surviving Dependent Children's Beneftt:

Eligibility:

Amount:

If no surviving spouse, all dependent children (biological
or adopted) below age 20 who are dependent for more
than half of their support on deceased Member.

Actuarially equivalent to surviving spouse 100%joint and
survivor annuity payable to the later of age 20 or five
years. The amount is to be proportionally divided among
surviving children.

MILLIMAN & ROBERTSON, INC.
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TABLE 13
(Continued)

Refund of Contributions With Interest:

Eligibility: Active employee dies and survivor benefits are not
payable or a former employee dies before annuity begins.

Amount: The Member's contributions with 5% interest if death
occurred before May 16, 1989 and 60lo interest if death
occurred on or after May 16, 1989.

TERMINATION

Refund of Contributions:

Eligibility: Termination of state service.

Amount: Member's contributions with 50lo interest compounded
annually if termination occurred before May 16, 1989 and
60lo interest if termination occurred on or after May 16,
1989. A defened annuity may be elected in lieu of a
refund if three or more years of Allowable Service.

Deferred Annuity:

Eligibility: Three years of Correctional and General Service.

Amount: Benefit computed under law in effect at termination.

SIGNIF'ICAI\T CHAI\GES

None.

MIrI {VIAN & ROBERTSON, INC.
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Steven R. Baker, M.D.
T. Scott Bentley, A.S.A.
Gerald R. Bcrnstein, F.S.A.
Stephen D. Brink, F.S.A.
Brian Z. Brom, F.C.A.S.
Stephen M. Cigich, F.S.A.
Timothy D. Courtney, A.S.A.
Thomas K. Custis, F.S.A.
Patrick I. Dunks, F.S.A.
Pamela f. Evans, A.S.A.
Daniel f. Flaherty, F.C.A.S.
Eric P. Goetsch, A.S.A.
St*en G. Hanson, A.S.A.
Richard H. Hauboldt, F.S.A.
Peggy L. Hauser, F.S.A.
Timothy f. Herman, A.S.A.
Gregory N. Herrle, F.S.A.
William V. Hogan, F.S.A.
Gary R, fosephson, F.C.A.S.
Gail E. Kappeler, A.C.A.S.
loen M, Klucarich, A.C.A.S.
Catherine L. Knuth, A.S.A.
Rose M. Leben, R.N.
Frank Kopenski, Jr., A.S.A.
Kenncth E. Leinbach, F.S.A.
Mark E. Litow, F.S.A.
John D. Meerschacrt, A.S.A.
Sandra A. Mertes, F.S.A.
Nicholas E. Mischler, M.D.
James C. Modaff, F.S.A.
Stacey v. Muller, A,S.A.

apavid F. Ogdcn, F.S.A.
lickolas I. Ortner, A.S.A.

-anet L. Perric, A.S.A.
William M. Pollock, F.S.A.
Michael D. Price, A.C.A.S.
Patricia L. Priebe, R.N.
Douglas A. Proebsting, A.S.A.
Robert L. Sanders, F.C.A.S.
Steven f. Sherman, F.S.A.
Clark E. Slipher, F.S.A.
Iohn B. Snyder, F.S.A.
Lee H. Straate, F.S.A.
Collin I. Suttie, A.C.A.S,
Gregory S. Wanner, A.C.A.S.
Peter G. Wick, F.C.A.S.

MTLIIMAN & ROSERTSON, INC.
Actuaries & Consultants

lnternation ally W O O D ROW MILLIMAN

Suite 400, 15800 Bluemound Road, Brookfield, Wisconsin 53005-6069
Telephone: 414 I 7 84-2250

Erx: 4141784-4116

November 16, 1995

Legislative Commission on
Pensions and Retirement

55 State Office Building
St. Paul, Minnesota 55155

RE: Legislators Retirement Fund

Commission Members:

Wendell Millimm, F.S.A. (1976)
Stuart A. Robertson, F.S.A.

Chaiman Emeritus

Pursuant to the terms of our Actuarial Services Contract, we have performed
an actuarial valuation of the Fund as of July l, 1995.

The results of our calculations are set forth in the following report, as are the
actuarial assumptions upon which our calculations have been made. We have
relied on the basic employee data and asset figures as submitted by the
Minnesota State Retirement System.

On the basis of the foregoing, we hereby certify that, to the best of our
knowledge and belief, this report is complete and accurate and has been
prepared in accordance with the requirements of Section 356.215, Minnesota
Statutes, and the requirements of the Standards for Actuarial Work, adopted
by the Commission on July 8, 1992.

Respectfully submitted,
//?' '

--7.;2; o.-, -.1 (.'-"-:.,
Thomas K. Custis, F.S.A., M.A.A.A.
Consulting Actuary

IDJA; v,4.*.'*
William V. Hogan, F.S.A., M.A.A.A.
Consulting Actuary

TKC/WVH/bh

Albany, Atlanta, Boston, Chicago, Dallas, Denver, Hartford, Houston, Indianapolis, Iruine, Los Angeles, Milwaukee, Minneapolis, New York, Omaha,
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Legislators Retirement Fund

Report Highlights
(dollars in thousands)

0710U94
Valuation

07t0U95
Valuation

A. CONTRIBUTIONS (Table I l)
l. Statutory Contributions - Chapter 3A

% of Payroll

2. Required Contributions - Chapter 356
% of Payroll

3. Sufficiency (Deficiency): (A.1. - A.2.)

FUNDING RATIOS
l. Accrued Benefit Funding Ratio

a. Current Assets (Table l)
b. Current Benefit Obligations (Table 8)
c. Funding Ratio: (a/b)

2. Accrued Liability Funding Ratio
a. Current Assets (Table l)
b. Actuarial Accrued Liability (Table 9)
c. Funding Ratio: (a/b)

3. Projected Benefit Funding Ratio (Table 8)
a. Current and Expected Future Assets
b. Current and Expected Future Benefit Obligations
c. Funding Ratio: (a/b)

PLAN PARTICIPANTS
1. Active Members

Number (Table 3)
Proj ected Annual Earnings
Average Annual Earnings (Actual $)
Average Age
Average Service

2. Others
Service Retirements (Table 4)
Disability Retirements (Table 5)
Survivors (Table 6)
Deferred Retirements (Table 7)
Terminated Other Non-vested (Table 7)
Total

9.00%

38.34%

9.00o/o

41.54%

-29.34% -32.54%

B.

$18,739
$43,356
43.22%

$18,738
$45,448
41.23%

$28,044
$54,754
5t.22%

$21,213
$48,1 14

44.09%

$21,213
$50,255
42.2t%

$31,697
$60,739
52.19%

C.

149
0

56
133

6

a.

b.
c.

d.
e.

a.

b.
c.
d.
e.

f"

20t
s6,926

$34,459
49.4
8.7

198

$7,193
$36,326

49.3

8.0

155

0
6t

t4t
9

366

Page 1
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Purpose

The purpose of this valuation is to determine the financial status of the Plan. In order to achieve this
P}rygf_, an_actuarial valuation is made at the beginning of each fiscal year as required by Section
356.215 of Minnesota Statutes.

Report Highlights

The financial status of the Plan can be measured by three different funding ratios:

oThe Accrued Benefit Funding Ratig is a measure of current funding status and, when viewed
over a period of years, presents a view of.the {""diqg progress. It ii based upon benefits which
have been earnedbyservice to the valuation date. flris yEar's ratio is 44.09%. The
corresponding ratio for the prior year was 43.22Yo.

o The Accrued Liability Funding Ratio is also a measure of funding status and funding progress.
It is based on the actuarial cost method that has historically been-used by the State. -for iggS
the ratio is 42.21Yo, which is an increase from the 1994 vaiue of 41.23%.

o The P..rojgcted Benefit Funding R{io is a measure of the adequacy or deficiency in the
contribution level. This year's ratio of 52.19% shows that thd current statutorytontributions are
inadequate.

Asset Information (Tables I ond 2)

Minnesota Statutes require that tlg asset value used for actuarial purposes recognize only a third of
the unrealized gain-s and losses. This requirement exists becausehaiket valueJ(which iirclude all
unrealized gary and losses) are typically volatile and can produce erratic changed in the contribution
requirements from year to year.

The calculation of the Actuarial Value of Assets is shown in Table I on lines Fl to F6. It combines
the cost value of the Assets Available for Benefits and one-third of the difference between the
market value and cost value of those assets.

The term "Actuarial Value of Assets" is used to indicate that the value was determined for use in this
actuarial valuation. Since Minnesota Statutes refer to this value as "Curent Assets", the latter
phrase will be used in the remainder of this report.

Page2
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This Plan participate.s in the Minnesota Post Retirement Invesfinent Fund (i.e. MpRIF). After the
MPRIF ,|ialitity has been g4culated {or ea9! participating Plan, the-State Aoard ofI-"i"rr"intr, G...SBp, will determine each Plan's portion o{Sgq*lgis eailings ior the ianuary d;.fir irr"rr*. *
well as the Plan's allocated mark6t share of MPRIF.

Actuorial Balance Sheet (Table 8)

An actuarial balance sheet provides a method for evaluating current and future levels of funding.

The Current Benefit_Ob.ligation used to measure current funding levels is calculated in accordance
with Statement No. 5 of the Governmental Accounting Standaris goara TCASB)- fiior.
requirements are:

" For Active Members - salary-and service are projected to retirement to determine benefits for
each member and the ratio of credited service- toiotal service establishes thtporti;; of the
projected benefit to be used in calculating the current funding level. ---- r -- -----

o For Non-active Members - the discounted value of benefits, including augmentation in cases
where benefits have not commenced.

GASB Disclosure

The Current Benefit Obligation amounts in Table-8.are required to be disclosed by Statement No. 5
of the _Governmental AccountingStandards Board (GASB). However, Statement'No.-iuses the' terms "Actuarial Present Value of Credited Projectdd Benefits" and "Plnsion gen"fii Obligati,on,
rather than "Current Benefit Obligation',.

The JULY l, 1995 Pension Benefit Obligation reported in Table 8 is reformatted for GASB
reporting purposes in the following table:

Retirees and beneficiaries currently receiving benefits and
terminated employees not yet receiving benefits $34,74g,000

Current Employees
Accumulated employee contributions including $5,110,000

allocated investment income
Employer-financed vested 6,43g,000
Employer-financed nonvested l,glg,000

Total Pension Benefit Obligation $4g,114,000

Net Assets Available for Benefits at Cost $21,213,000

Total Benefrt Obligation less Assets $26,901,000

Funded Ratio 44.09%

MII -I TMAN & ROBERTSON, INC.
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Actuarial Cost Method (Table 9)

fhe apprgach upgd_by ttrq S-tatg of Minnesota to determine connibution suffrciency is the Entrv Ase
Normal Actuarial Cost Meltrod. The primary characteristic of this method i. tt uiit ato.ut sTorti*
a level percentage ofpayroll.

{ comparison of this actuarial method (Jablg 9) !o tle actuarial balance sheet (Table 8) illustrates
the two teShnigue-s for allocating-liabilities of active Members to past and futrue. As noted in the
prior section, thetalance sheet allocates benefits and the corresponding liabiliiier,on tt JU^i. of
service. The method used in Table 9 allocates liabilities so that the.oit 

""cfiviarwill 
be a io"itant

percentage of payroll. Both approaches, however, calculate the value of all ftiture Uenefrts ttr;*r;
way (see line F of Table 8 and line ,4,6, column l, of Table 9).

An Unfunded Actuarial Accrued Liability is computed under the Entry Age Normal Actuarial Cost
Yethod by comparing the liabilities alloiated to- past service (Actuariil Aicrued fiaUitityl to the 

-

Current Assets. This amount, line 83, is fundedbver the remiining years to the amortizifion date
by a series of payments that remain a constant percentage of payroil ilach year.

Jf9 nafpe.nts will increase 6.50% each year because thatis the assumed rate of increase in payroll.
Although the payment schedule will be ideqrate to amortize the existing unfunded, tf,J to*6i'- 

-

gaymenls in the earlier years will not be sufficient to cover the interest in the unnliaea liability.A{.. I fg* years, the annual payment will cover the interest and also repay a portion of the J

unfunded.

Sources of Actuarial Gains ond Losses (Table l0)

The.ass.umptions-used in making the calculations using the Entry Age Normal Actuarial Cost
Method are based on long-term ex-pectations, Eagh year the actual elperience will deviate from the
long-term expectation. For a detailed analysis of th-e major componeirts, refer to Table 10.

Contribution Sufriciency (Table I 1)

lhis r.gnor-t determines the.adgquacy.-of Statutory Contributions by comparing the Statutory
Contributions to the Required Contributions.

The Required Contributions, set forth in Chapter 356, consist of:

oNormal 
costs based on the Entry Age Normal Actuarial cost Method.oA 

Supplemental Contribution for amortizing any Unfunded Actuarial Accrued Liability.
"An Allowance for Expenses.

Table I I shows the Plan has a contribution deficiency since the Statutory Contribution Rate is
9.00% compared to the Required Contribution Rate of 41.54Yo.

I\{TLLIMAN & RGERTSON, INC.
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Changes in Actuorial Assumptions

There were no changes in actuarial assumptions since the last valuation.

Changes in Plon Provisions

There were no changes in plan provisions since the last valuation which impacted funding costs.

LITLLIMAN & rcBERTSON, rNC.
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Legislators Retirement Fund

Accounting Balance Sheef
(dollars in thousands)

JULY 1, 1995

TABLE 1

Market Value Cost Value

B.

C.

ASSETS
1. Cash, Equivalents, Short-term Securities
2. Investments

a. Fixed Income
b. Equity
c. Real Estate

3. Equity in Minnesota Post-Retirement
Investment Fund (MPRIF)

4. Other *

TOTAL ASSETS

AMOUNTS CURRENTLY PAYABLE

D. ASSETS AVAILABLE FOR BENEFITS
1. Member Reserves
2. Employer Reserves
3. MPRIF Reserves
4. Non-MPRIF Reserves
5. Total Assets Available for Benefits

E. TOTAL AMOUNTS CURRENTLY PAYABLE
AND ASSETS AVAILABLE FOR BENEFITS

$0

0

0
0

14,962

5,972

____$20J34

($47e)

$5,833
(6,159)
14,962
6,677

$21,213

---s2oJ3t

$0

0
0
0

14,962

5,872

---s20J34
($47e)

$5,833
(6,159)
14,962
6,677

$21,213

-- szol3t

F. DETERMINATION OF ACTUARIAL VALUE OF ASSETS

1. Cost Value of Assets Available
for Benefits @5)

2. Market Value @5)
3. Cost Value (D5)
4. Market Over Cost: (F2-F3)
5. ll3 of Market Over Cost: (F4)13
6. Actuarial Value of Assets (Fl+Fs)

(Same as "Current Assets")

* Includes $5,833 of Member Reserves not segregated from general funds.

$21,213
21,213

s2t,2l3

___ $21A3_

$0

MJI-I-IMAN & ROBERXSON, INC.
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Legislators Retirement Fund

Change In Assefs Available For Benefits
(dollars in thousands)

YEAR ENDING JI.]NE 30, 1995

TABLE 2

Market Value Cost Value

$18,739 $18,739A.

B.

ASSETS AVAILABLE AT BEGINNING OF PERIOD

OPERATING REVENUES

l. Member Contributions
2. Employer Contributions
3. Investment Income
4. MPRIF Income
5. Net Realized Gain (Loss)
6. Other
7. Net Change in Unrealized Gain (Loss)

8. Total Revenue

OPERATING EXPENSES

l. Service Retirements
2. Disability Benefits
3. Survivor Benefits
4. Refunds
5. Investment Fees
6. Administrative Expenses
7. Other

8. Total Disbursements

OTHER CHANGES IN RESERVES

ASSETS AVAILABLE AT END OF PERIOD

$63s
0
0

1,163
0

2,939
I

$63s
0

0

1,163
0

2,938
0

$4,737 s4,736

C.

s2,052
0
0

lll
0

26
73

$2,052
0
0

111

0
26
73

D.

E.

$2,262

0

$2t.2r3

$2,262

0

___s2l2r3_

MILLIMAN & rcBERTSON, INC.
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TABLE 3

Legislators Retirement Fund

ACTIVE 1..lElt,lBERS AS OF JUNE 30, 1995

AGE

<25
25-29

30-34
35-39

40-44
45-49

50-54
55-59

60-64
65+

ALL

1

10
22

30
40

39
23

1B
15

198

5
3

7
3

4
3

25

3
1

40

1

5
11

10
16

I
7

5
4

67

5
5

6
7

4
2

1

1

31

6

B

B

t2
2

2

T4

4

5
5

3
4

2T

AVERAGE At{ruAL EARNINGS

AGE

<25
25-29

30-34
35-39

40-44
45-49

50-54
55-59

60-64
65+

ALL

29,657
29,657

29,657
29,657

29,657
29,657

29,657
29.657

29,657

32,011

35,512
35,784

35,387
35,805

36, 187
37 ,388

32,277
36,375

35,642

36,005

35 ,440
35, 180

36,201
37, OBB

37 ,243
35,587

35.922

37 ,539
36,273

36,629
37 ,689

36,327
36,67L

36,852

32,353
37 ,L63

35,474
36,316

37 ,2t3
38, B4O

36,462

38,026

38,643
36,636

38.011
36,962

37 .637

32,011

32,585
34.452

34, 513
34.929

35,861
36,379

35,363
36,4t9

35, 184

AGE

ALL 919 2,388 1,436 92r 510 790 6,966

MIr r.I\{AN & ROBERISON,INC.
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TABLE 4

Legislators Retirement Fund

SERVICE RETIRE},IENTS AS OF JUNE 30, 1995

AGE

<50
50-54

55-59
60 -64

65-69
70-74

75-79
80-84

85+

ALL

30

4

t9
B

1

16

20
4

2

10

4

26

43
42

23
10

11

15542L4 28

16
3

1

20

7

7

L4

AVEMGE ANNUAL BENEFIT

AGE

<50
50-54

55- 59
60-64

65-69
70-74

75-79
80-84

85+

ALL

i3,381

L9,4L7

i1,165

13,319
9,043

12,380

7 ,07L
7,308

L9,477

11,089

14,036 t7 ,387
15,804

9.258

16,743

7 ,629

11 ,860

9,745

10,517

10,517

t2.0t7

IT,L26
t0,L74

76,460
10,082

rt,257

lt ,751

L,BzL

AGE

ALL

15,106 t2,047 7 ,582 11 ,436

MIrr UVIrN{ & ROBERTSON, INC.
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TABLE 5

Legislators Retirement Fund
SURVIVORS AS OF JUNE 30, 1995

AGE

<50
50-54

55-59
60-64

65-69
70-74

75-79
80-84

g5+

ALL B

1

1

1

2

5
4

1

15

3
2

5
2

2
3

1

18

2
1

2

1

1

4

1

1

3
2

1

B

4

4
3

10
7

13
13

7

6t

3

4

1

6

AVEMGE ANNUAL BENEFIT

AGE

<50
50-54

55-59
60-64

65.69
70-74

75-79
80-84

85+

ALL

AGE

ALL

4,457
7 ,280

8.702

3,990

6,265

9,291
3,764

4.693
2,329

2,487
6,900

4,318

5, 195

22,839

5,467

1 ,695
4, 009

6,663
5,151

6,702

6,576

5, BB4
7 ,972

4, 009
5,344

3,541

5,014

2,934

3,267

3, 184

10,390

8,335
3,487

4,304
4,246

5 ,433
6,202

4,050

5,537

LL,445 3,637

3,084
t,796

2,916
7,158

7 ,265 5,077

37,590 93,510 98,640 14.530 40 ,616 40 ,r12 12,736 337 ,757

MTLLIMAN & ROBERTSON, INC.
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TABLE 6

Legislators Retirement Fund

DISABILITY RETIREMENTS AS OF JUNE 30, 1995

AGE

<50
50-54

55-59
60-64

65-69
70-74

75-79
80-84

85+

ALL

AVERAGE ANNUAL BENEFIT

AGE

<50
50-54

55-59
60-64

6s-69
70-74

75-79
80-84

85+

ALL

AGE

ALL

MII ITMAN & rcBERTSON, INC.
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TABLE 7
Legislators Retirement Fund

Reconciliation Of Memhers

Actives

Terminated
Deferred

Retirement
Other

Non-Vested

20t

3l

A.

B.

C.

ON JUNE 30,1994

ADDITIONS

DELETIONS
l. Service Retirement
2. Disability
3. Death
4. Terminated - Deferred
5. Terminated - Refund
6. Terminated - Other Non-Vested
7. Returned as Active
8. Transferred to Other Fund

DATA ADruSTMENTS

Vested
Non-Vested

TOTAL ON JUNE 30, 1995

r33

l9

(8)
0
(l)
0

(2)
0
(l)
0

ID.

0
0
0
0

0

(7)
0

(1)
(1e)

0
(4)
I
0

(4)

0

0
0
0
0
0
0
0

(l)

9E.

98
100

198 t4t

Recipients
Retirement
Annuitants Disabled Survivors

A. ON JUNE 30,1994

B. ADDITIONS

C. DELETIONS

149

l4

0

0

56

6

l. Service Retirement
2. Death
3. Annuity Expired
4. Returned as Active

DATA ADruSTMENTS

TOTAL ON JUNE 30,1995

0
(7)
0
0

(l)

155

0
(l)
0
0

0D.

E. 6l

Page 12
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Legislators Retirement Fund

Actuarial Balance Sheef
(dollars in thousands)

ruLY l, lgg5

CURRENT ASSETS (TABLE I, F6)

E)(PECTED FUTURE ASSETS
1. Present Value of Expected Future

Statutory Supplemental Contributions (See Table I l)
2. Present Value of Future Normal Costs
3. Total Expected Future Assets

TOTAL CURRENT AND E)(PECTED FUTURE ASSETS

Non-Vested Vested

TABLE 8

s2t,2t3

$0

10,484
$10,484

$31.697

Total

A.

B.

C.

D. CURRENT BENEFIT OBLIGATIONS
1. Benefit Recipients

a. RetirementAnnuities
b. Disability Benefits
c. Surviving Spouse

and Child Benefits

2. Defened Retirements with Future Augmentation

3. Former Members without Vested Rights

4. Active Members
a. RetirementAnnuities
b. Disability Benefits
c. Survivor's Benefits
d. Deferred Retirements
e. Retund Liability Due

to Death or Withdrawal

t,194
0

371
253

0

$18,130
0

3,409

13,147

62

9,939
0
0

1,447
r62

$18,130
0

3,409

13,147

62

1 1,133

0

371
1,700

162

5. Total Current Benefit Obligations $1,818 546,296 $48,1l4

E. E)GECTED FUTURE BENEFIT OBLIGATIONS

F" TOTAL CURRENT AND EXPECTED FUTURE BENEFIT OBLIGATIONS

G. CURRENT UNFUNDED ACTUARIAL LIABILITY (D5.A)

H. CURRENT AND FUTURE UNFUNDED ACTUARIAL LIABILITY (F.C)

$12,625

______ J60,239_

$26,901

$29,042

MILLIMAN & ROBERTSON, INC.
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Legislators Retirement Fund 
TABLE 9

Determination of Unfunded Actuarial Accrued Liability (UAAL)
And Supplemental Contribution Rate

(dollars in thousands)

JULY I, 1995

Actuarial
Present Value
of Projected

Benefits
A. DETERMINATION OF ACTUARIAL

ACCRUED LIABILITY (AAL)
l. Active Members

a. RetirementAnnuities
b. Disability Benefits
c. Survivor's Benefit
d. Defened Retirements
e. Refunds Due to Death or Withdrawal
f. Total

2. Deferred Retirements
With Future Augmentation

3. Former Members Without
Vested Rights

4. Annuitants in MPRIF

5. Recipients Not in MPRIF

6. Total

$10,484 $15,507

13,147

62

14,862

6,677

$50,255
21,213

______$29,042

$138,893

20.9t%

(r)

Actuarial
Present Value

of Future
Normal Costs-------T2I-

Actuarial
Accrued

$13,934
0

308
1,493
(228)

$21,560
0

718
3,391

322

$7,626
0

410
1,898

s50
$25,991

13,147

62

14,962

6,677

______ J59J39_ _____$-L9,1E{ ____ $s0255_

B. DETERMINATION OF UNFUNDED ACTUARIAL ACCRUED LIABILITY (UAAL)
l. AAL (A,6)
2. Current Assets (Table l, F6)
3. UAAL (Bl-B2)

C. DETERMINATION OF SUPPLEMENTAL CONTRIBUTION RATE
l. Present Value of Future Payrolls Through

the Amortization Date of July 1,2020

2. Supplemental Contribution Rate (B3/Cl)

Note: If non-segregated member reserves were not counted as assets, the UAAL
would be $34,875, resulting in a Supplemental Contribution Rate of 25.11%.

iltrrI rI\/Il{N & ROBERTSON, INC.
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Legislators Retirement Fund 
TABLE 10

changes ln unfunded Actuarial Accrued Liability (UAAL)
(dollars in thousands)

YEAR ENDING JUNE 30, 1995

C.

D.

A. UAAL AT BEGINNING OF YEAR

B. CHANGE DUE TO INTEREST REQUIREMENTS
AND CURRENT RATE OF FUNDING

l. Normal Cost and Expenses
2. Contribution
3. Interest on A, Bl and 82

4. Total (BI+B2+B3)

EXPECTED UAAL AT END OF YEAR (A+B4)

INCREASE (DECREASE) DUE TO ACTUARIAL LOSSES (GAINS)
BECAUSE OF EXPERIENCE DEVIATIONS FROM EXPECTED

l. Salary Increases
2. Investment Retum
3. MPRIF Mortality
4. Mortality of Other Benefit Recipients
5. Other Items

6. Total

UAAL AT END OF YEAR BEFORE PLAN AMENDMENTS
AND CHANGES IN ACTUARIAL ASSUMPTION (C+D6)

CHANGE IN ACTUARIAL ACCRUED LIABILITY
DUE TO PLAN AMENDMENTS

CHANGE IN ACTUARIAL ACCRUED LIABILITY
DUE TO CHANGES IN ACTUARIAL ASSUMPTIONS

UAAL AT END OF YEAR (E+F+G)

$26,7t0

$1,353
(63s)

2,301

$3,019

$29,729

($1,086)
512

(s l8)
3,052

(2,647)

($687)

$29,042

$29,042

E.

0

0

F.

G.

H.

MILLIMAN & ROBERTSON, INC.
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Legislators Retirement F'und

D ete rm i n ati o n Of Co ntri b uti o n S uffi ci en cy
(dollars in thousands)

ruLY l, lgg5

TABLE 11

Dollar
Amount

A. STATUTORY CONTzuBUTIONS . CHAPTER 3A

l. Employee Contributions
2. Employer Contributions

3. Total

l. Normal Cost
a. Retirement Benefits
b. Disability benefits
c. Survivors
d. Deferred Retirement Benefits
e. Refunds Due to Death or Withdrawal

f. Total

2. Supplemental Contribution Amortization
by July 1,2020 of UAAL

3. Allowance for Expenses

4. Total

c. CoNTRTBUTTON SUFFTCTENCY (DEFTCTENCY) [A3-B4]

Note: Projected Annual Payroll for Fiscal Year Beginning on JIJLY l, 1995 is $7,193.

The deficiency amount shown above is calculated based on reported assets which include a receivable
of$5,833 for member contribution that are held in the State's general fund. If this amount was not
considered as an asset of the fund in these calculations, the deficiency would be 36.74%.

Page 16

Percent of
Payroll

9.00%
0.00%

$647
0{'

_____J.00% $647

* Employer contributions are required to cover the portion of the benefit liabilities which are not
funded by the member's accumulated contribution at the time of benefit commencement.

B. REQUTRED CONTzuBUTTONS - CHAPTER 356

15.52%
0.00o/o

0.78%
2.99%
0.96%

$l,l l6
0

56
2t5
69

20.25% ,456$l

20.9t%

0.38%

1,504

27

4l.54Yo

-32.54%

-------52s87
($2,340)

MIITTII]UV & ROBERTSON, INC.



TABLE 12

Legislators Retirement Fund

Summary of Actuarial Assumptions and Methods

GENERAL

Interest: Pre-Retirement: 8.5% per annum
Post-Retirement: 5.uYo per annum

Salary Increases: The statutory salary rate as prescribed in Chapter 345, Article

Mortality:

I, Sec. 28, through January l,1996 and 6.5Vo per year
thereafter. Per diem payments were assumed to remain
constant each year in the future.

Pre-Retirement:
Male - 1971 Group Annuity Mortality Table
Female - l97l Group Annuity Mortality Table male

rates set back eight years

Post-Retirement:
Male - Same as above
Female - Same as above

Post-Disability:
Male - N/A
Female - N/A

Retirement Age: Age 62 or if over age 62, one year from valuation date.

Separation: Rates based on years of service.

Year House Senate

t0%0%
2300
300
42025
500
6100
700
8 5 l0

MII I.II[{N & ROBERISON, INC.
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Disability:

Expenses:

Return of
Contributions:

Fomily Composition:

Social Security:

BeneJit Increases
After Retirement:

Special Consideration:

Actuarial Cost Method:

Asset Valuation Method:

Payment on the
Unfunded Actuarial
Accrued Liobility:

TABLE 12
(Continued)

None

Prior year administration expenses expressed as percentage
of prior year payroll.

All employees withdrawing after becoming eligible
for a deferred benefit were assumed to take the larger of
their contributions accumulated with interest or the value
of their deferred benefit.

85Yo of Members are assumed to be married. Female is
three years younger than male. Each Member may have
up to two dependent children depending on Member's age.
Assumed first child born at Member's age 28 and second
child born at member's age 31.

N/A

Payment of earnings on retired reseryes in excess
of 5% accounted for by 5olo post-retirement assumptions.

Per diem payments for regular and special sessions were
included in salary. The annual amount of per diem that is
recognized in this valuation is $4,800 per Member. This is
based on $48 per day times an average session of 100
days.

Entry Age Normal Actuarial Cost Method based on
earnings and the date the employee entered the plan is
applied to all plan benefits. Under this method, actuarial
Gains (Losses) reduce (increase) the Unfunded Actuarial
Accrued Liability.

Cost Value plus one-third Unrealized Gains or losses.

A level percentage ofpayroll each year to the
statutory amortization date assuming payroll
increases of 6.5Yo per annum.

Ntrrr.II,[{N & ROBERTSON, INC.
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TABLE 13

Legislators Retirement Fund

Summary of Plan Provisions

GENERAL

Eligibility: Members of the State Legislature. A Member of pERA
who is elected to the Legislature may elect to remain a
Member of PERA and receive credit under PERA for
service as a legislator.

Contributions:

Member: 9Yo of salary.

Employer: No specified statutory contribution rate. State must contribute
an amount equal to the full annuity value at benefit commence-
ment less accumulated member contributions.

Service: Granted for the full term unless termination occurs before the
end of the term. Service during all or part of four regular
legislative sessions is deemed to be eight years of service.

Compensation received for service as a Member of the legisla-
ture. Salary includes the monthly compensation paid to a
legislator and the per diem payments paid during a regular or
special session. Salary does not include additional compensa-
tion attributable to a leadership position.

Salary:

Average Salary: Average of the five highest successive years of salary.

RETIREMENT

Normal Retirement Beneftt:

Eligibility: Age 62 and either six full years of service or service during all
or part of four regular legislative sessions. For eligibility
pu{poses, service does not include credit for time not served
when a Member does not serve a full term of office.

MII I.rI\{r{I{ & ROBERISON, INC.
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Amount:

Early Retirement Beneftt:

Eligibility:

Amount:

Form of Payment:

Benefit Increases:

DISABILITY

DEATH BEI\EFITS

S urviving Spo use Beneftt:

Eligibility:

TABLE 13
(Continued)

A percentage ofAverage Salary for each year of service as
follows:

Prior to llll79 - 5Yo for the first eight years
- 2.5% for subsequent years

After l2l3l/78 - 2.5%

Age 60 and either six full years of Service or Service during
all or part of four regular legislative sessions.

Normal Retirement Benefit based on service and Average
Salary at retirement date assuming augmentation to age
62 at 3%o per year and actuarial reduction for each month
the Member is under age 62.

Paid as a joint and survivor annuity to Member, spouse
and dependent children. Combined service annuitants
with less than six years of Legislator service may elect
100%joint and survivor bounceback annuity or a term
certain and life annuity on an actuarially equivalent basis.

Benefits may be increased each January I depending on
the investment performance of the Minnesota Post
Retirement Investment Fund (MPNF).

None

Death while active, or after termination if service require-
ments for a Normal Retirement Benefit are met but
payments have not begun.

MIT.I.II\[r{N & ROBERTSON, INC.
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Amount:

S urviving Dependent Children's Benefit:

Eligibility:

Amount:

Benefit Increases:

Refund of Contrib utions:

Eligibility:

TABLE 13
(Continued)

Survivor's payments of 50% of the retirement benefit of
the Member assuming the Member had attained normal
retirement age and had a minimum of eight years of
service. Benefit is paid for life. A former Member's
benefit is augmented as a Deferred Annuity to date of
death before determining the portion payable to the
spouse. If the legislator was at least age 60 at death, the
surviving spouse may elect an optional joint and survivor
annuity.

Amount;

TERMINATION

Same as spouse's benefit.

Benefit for first child is 25%o of the retirement benefit
(computed as for swviving spouse) wtth 12.5% for each
additional child. Maximum payable (including spouse) is
100% of the retirement benefit. Benefits cease when a
child marries or attains age 18 (22 if a full-time student).

Adjusted by MSRS to provide same increase as MPRIF.

Member dies before receiving any retirement benefits and
survivor benefits are not payable.

Member's contributions without interest.

Termination of service.

Member's contributions with 502 interest compounded
annually if termination occurred before May 16, 1989 and
60lo interest if termination occurred on or after May 16,
1989. A deferred annuity may be elected in lieu of a
refund.

Refund of Contrib utions:

Eligibility:

Amount:

MIr I n[r{N & ROBERISON, INC.
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Deferred Benetit:

Eligibility:

Amount:

SIGNIFICANT CHANGES

None.

TABLE 13
(Continued)

Same service requirement as for Normal Retirement.

Benefit computed under law in effect at termination and
increased by the following annual percentage: }yo before
7lll73; 5Yo from 7lll73 to l/l/81; and 5%o thereafter until
the annuity begins. Amount is payable as a normal or
early retirement.

MT.IJI\{r{N & ROBERTSON, INC.

Page 22



Elective State Officers Retirement Fund
ACTUARIAL VALUATION REPORT

July 1, 1995
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Steven R. Baker, M.D.
T. Scott Bentley, A.S.A.
Gerald R. Bemstein, F.S,A.
Stephen D. Brink, F.S.A.
Brian Z. Brom, F.C.A.S.
Stephen M. Cigich, F.S.A.
Timothy D. Courtney, A.S.A.
Thomas K, Custis, F.S.A.
Patrick f. Dunks, F.S.A.
Pamela |. Ewns, A.S.A.
Daniel f. Flaherty, F.C.A.S.
Eric P. Goctsch, A.S.A.
Steven G. Hanson, A.S.A.
Richard H. Hauboldt, F.S.A.
Peggy L. Hauser, F.S.A.
Timothy f. Herman, A.S.A.
Gregory N. Henle, F.S.A.
William V. Hogan, F.S.A.
Gary R. fosephson, F,C.A.S.
Gail E. Kappeler, A.C.A.S.
Ioan M. Klucarich, A.C.A.S.
Catherine L. Knuth, A.S.A.
Rose M. Leben, R.N.
Frank Kopenski, fr,, A.S.A.
Kenneth E. Leinbach, F.S.A.
Mark E. Litow, F.S.A.
fohn D. Meerschaert, A.S.A.
Sandra A. Mertes, F.S.A.
Nicholas E. Mischler, M.D.
James C, Modaff, F.S.A.
Stacey V. Muller, A.S.A.

-Qavid 
F. Ogden, F.S.A.

'ickolas 
J. Ortner, A.S.A.

rnet L. Perrie, A.S.A.
William M. Pollock, F.S.A.
Michael D. Price, A.C.A.S.
Patricia L. Priebe, R,N.
Douglas A. Proebsting, A.S.A.
Robert L. Sanders, F.C.A.S.
Steven J. Sherman, F.S.A.
Clark E. Slipher, F.S.A.
)ohn B. Snyder, F.S,A.
Lee H. Straate, F.S.A.
Collin I. Suttie, A.C.A.S.
Gregory S. Wmner, A.C.A.S.
Perer G. Wick, F.C.A.S,

Murnn^Au & RornnrsoN, INC.
Actuaries & Consultants

lnt ernatio nally W O ODROW MILL I M AN

Suite 400, 15800 Bluemound Road, Brookfield, Wisconsin 53005-6069
Telephone: 4l4l 7 E4-225O

Fax:4141784-4116

November 16, 1995

Wendell Milliman, F.S.A. (1976)
Stuart A. Robertson, F.S.A.

Chaiman Emeritus

Legislative Commission on
Pensions and Retirement

55 State Office Building
St. Paul, Minnesota 55155

RE: Elective State Officers Retirement Fund

Commission Members:

Pursuant to the terms of our Actuarial Services Contract, we have performed
an actuarial valuation of the Fund as of July I, 1995.

The results of our calculations are set forth in the following report, as are the
actuarial assumptions upon which our calculations have been made. We have
relied on the basic employee data and asset figures as submitted by the
Minnesota State Retirement System.

On the basis of the foregoing, we hereby certify that, to the best of our
knowledge and belief, this report is complete and accurate and has been
prepiued in accordance with the requirements of Section 356.215, Minnesota
Statutes, and the requirements of the Standards for Actuarial Work, adopted
by the Commission on July 8, 1992.

Respectfully submitted,

-tt--':':U,..-../. 1:"- +
Thomas K. Cristis, F.S.A., M.A.A.A.
Consulting Actuary

tU'J/^^-'- V, 4"\a^-
William V. Hogan, F.S.A., MA.A.A.
Consulting Actuary

TKC/WVH/bh

Albany, Atlanta, Boston' Chicago, Dallas, Denver, Hartford, Houston, Indianapolis, Irine, Los Angeles, Milwaukee, Minneapolis, New York, Omaha,
Philadelphia' Phoenix, Portland, ME, Portland, OR, St. Louis, Salt Lake City, San Diego, San Francisco, Seattle, Tanpa, Washington, D.C., Bermuda, Tokyo
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Elective State Ollicers Retirement Fund

Report Highlights
(dollars in thousands)

0710U94
Valuation

07t0U95
Valuation

CONTRIBUTIONS (Table I l)
l. Statutory Contributions - Chapter 352C

% of Payroll

2. Required Contributions - Chapter 356
% of Payroll

3. Sufficiency (Deficiency): (A.1. - A.2.)

FUNDING RATIOS
l. Accrued Benefit Funding Ratio

a. Current Assets (Table l)
b. Current Benefit Obligations (Table 8)
c. Funding Ratio: (a/b)

Accrued Liability Funding Ratio
a. Current Assets (Table l)
b. Actuarial Accrued Liability (Table 9)
c. Funding Ratio: (a/b)

Projected Benefit Funding Ratio (Table 8)
a. Current and Expected Future Assets
b. Cunent and Expected Future Benefit Obligations
c. Funding Ratio: (a/b)

PLAN PARTICIPANTS
l. Active Members

Number (Table 3)
Proj ected Annual Earnings
Average Annual Eamings (Actual $)
Average Age
Average Service

2. Others
Service Retirements (Table 4)
Disability Retirements (Table 5)
Survivors (Table 6)
Deferred Retirements (Table 7)
Terminated Other Non-vested (Table 7)
Total

9.00%

42.00%

9.00%

43.58%

B.

-33.00o/o

$361
$2,718

13.28%

$361
$2,849
t2.68%

$s7l
$3,058

18.67%

6
$462

$77,000
53.7
10.5

-34.58%

$378
$2,800
t3.50%

$378
$2,948

12.82%

s627
$3,197

19.61%

6

$4s2
$75,374

52.0
10.3

2.

3.

C.

5

0
6
4
0

a.

b.
c.

d.
e.

a.

b.
c.
d.
e.

f.

5

0
6
5

0

t6

Page I
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Elective State Officers Retirement Fund

Commentary

Purpose

The purpose of this valuation is to determine the financial status of the Plan. In order to achieve this
P}r_p-oler an_actuarial valuation is made at the beginning of each fiscal year as required by Section
356.215 of Minnesota Statutes.

Report Highlights

The financial status of the Plan can be measured by three different funding ratios:

o The Accrued Benefit Funding Ratio is a measure of current funding status and, when viewed
over a period of years, presents a view of the funding progress. It il based upon benefits which
have been eamedbyservice to the valuation date. TLis yEar's ratio is 13.50%. The
corresponding ratio for the prior year was 13.28Yo.

o The Accrued Liability {ryding Ratio is also a measure of funding status and funding progress.
It is based on the actuarial cost method that has historically been-used by the State. For tlgS
the ratio is 12.82Yo, which is an increase from the 1994 vaiue of 12.68%.

o The Projected Benefit Funding Ratio is a measure of the adequacy or deficiency in the
contribution level. This year's ratio of 19.61% shows that the current statutory contributions are
inadequate.

Asset Information (Tobles I and 2)

Minnesota Statutes require that the asset value used for actuarial purposes recognize only a third of
the unrealized gains and losses. This requirement exists becauseharket values (which iirclude all
unrealized gain and losses) are typically volatile and can produce erratic changei in the contribution
requirements from year to year.

The calculation of the Actuarial Value of Assets is shown in Table I on lines Fl to F6. It combines
the cost value of the Assets Available for Benefits and one-third of the difference between the
market value and cost value of those assets.

The term "Actuarial Value of Assets" is used to indicate that the value was determined for use in this
actuarial valuation. Since Minnesota Statutes refer to this value as "Current Assets", the latter
phrase will be used in the remainder of this report.

Page2
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This Plan participates in the Minnesota Post Retirement Investment Fund (i.e. MPRIB. After the
MPRIF l.i.aqility has been ga-lculated {or ea9! participating Plan,-the-State Board of Invesrni"tr, (i.".
SB.l), wil-l determine each Plan's portion of-thg gxgess eamings for the January benefit increase as
well as the Plan's allocated market share of MPRIF.

Actuarial Balance Sheet (Table 8)

An actuarial balance sheet provides a method for evaluating current and future levels of funding.

The Current Benefit_Ob-ligation used to measure current funding levels is calculated in accordance
with Statement No. 5 of the Govemmental Accounting Standards Board (GASB). Those
requirements are:

o For Active Members - salary and service are projected to retirement to determine benefits for
each member and the ratio of credited service to total service establishes the portion of the
projected benefit to be used in calculating the current funding level.

oFor Non-active Members - the discounted value of benefits, including augmentation in cases
where benefits have not commenced.

GASB Disclosure

The Current Benefit Obligation amounts in Table 8 are required to be disclosed by Statement No. 5
of the Governmental Accounting Standards Board (GASB). However, Statement No. 5 uses the
terms "Actuarial Present Value of Credited Projected Benefits" and "Pension Benefit Obligation"
rather than "Current Benefit Obligation".

The JULY 1,1995 Pension Benefit Obligation reported in Table 8 is reformatted for GASB
reporting puposes in the following tablel

Retirees and beneficiaries currently receiving benefits and
terminated employees not yet receiving benefits $1,642,000

Current Employees
Accumulated employee contributions including $414,000

allocated investment income
Employer-financed vested 7Z4,OOO
Employer-financed nonvested 20,000

Total Pension Benefit Obligation $2,g00,000

Net Assets Available for Benefits at Cost $379,000

Total Benefit Obligation less Assets $Z,42Z,OOO

Funded Ratio 13.50%

MIr rrr&{N & RoBERTSON, INC.
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Actuarial Cost Method (Toble 9)

fhe apprgach usedll Qg S.t"tg of Minnesota to determine confiibution sufficiency is the Entry Age
Normal Actuarial Cost Method. The primary characteristic of this method is that it allocates iortr"*
a level percentage ofpayroll.

$ comparison of this actuarial m91h9{.(fablgg) !o the actuarial balance sheet (Table 8) illustates
th9 two technique-s Fr allocating-liabilities of altive Members to past and futuri. As n6ted in the
prior section, thetalance sheet allocates benefits and the correspolnding liabiliti"s, on the b*ir &
service. The method used in Table 9 allocates liabilities so that the cos-t each yearwill Ue a constant
percentage of payroll. Both approaches, however, calculate the value of all frittue benefits the same
way (see line F of Table 8 and line 4.6, column l, of Table 9).

An Unfunded Actuarial Accrued Liability is computed under the Entry Age Normal Actuarial Cost
\lethod !y comparing the liabilities allgclted-to past service (Actuariil Aicrued Liability) to the
Current Assets. This amount, line 83, is fundedbver the remaining years to the atnortizaiion date
by a series of payments that remain a constant percentage of payrol-l each year.

The payments will increase 6.50% each year because that is the assumed rate of increase in payroll.
Although thepayment schedule will be adequate to amortize the existing unfunded, the lowir'
Pqmenls in the earlier years will not be sufficient to cover the interest on the unnliAea fiability.
After 1 fgw years, the annual payment will cover the interest and also repay a portion of the
unfiurded.

Soarces of Actaarial Gains ond Losses (Table I0)

Jlt"-*tlorptions-used in making the calculations using the Entry Age Normal Actuarial Cost
Method are based on long-term expectations. Each year the actual elperience will deviate from the
long-term expectation. For a detailed analysis of th-e major components, refer to Table 10.

Contribution S ufriciency (Table I 1)

Ihis rgpof determines the.adequacy-of Statutory Contributions by comparing the Statutory
Contributions to the Required Contributions.

The Required Contributions, set forth in Chapter 356, consist of:

"Normal costs based on the Entry Age Normal Actuarial Cost Method.
"A Supplemental Contribution for amortizing any Unfunded Actuarial Accrued Liability.
"An Allowance for Expenses.

Table I I shows the Plan has a contribution deficiency since the Statutory Contribution Rate is
9.00% compared to the Required Contribution Rate of 43.58Yo.

IIITIJ.IMAN & ROBERTSON, rNC.
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Changes in Actuarial Assumptions

There were no changes in actuarial assumptions since the last valuation.

Changes in Plan Provisions

There were no changes in plan provisions since the last valuation which impacted funding costs.

IVTJI ITlvIlN{ & RGERTSON, INC.
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ASSETS
l. Cash, Equivalents, Short-term Securities
2. Investments

a. Fixed Income
b. Equity
c. Real Estate

3. Equity in Minnesota Post-Retirement
Investment Fund (MPRIF)

4. Other *

B. TOTALASSETS

AMOUNTS CI.JRRENTLY PAYABLE

ASSETS AVAILABLE FOR BENEFITS
1. Member Reserves
2. Employer Reserues
3. MPRIF Reserves
4. Non-MPRIF Reserves
5. Total Assets Available for Benefits

E. TOTAL AMOUNTS CURRENTLY PAYABLE
AND ASSETS AVAILABLE FOR BENEFITS

_________$3? ______$X1

Elective State Officers Retirement Fund

Accounting Balance Sheef
(dollars in thousands)

JULY I, 1995

TABLE 1

Market Value Cost Value

379

$379

$0

0
0

0

0

379

$0

0
0

0
0

c-

D.

$1

$379
(1,385)

0
1,394

$378

______s321

$l

$379
(1,385)

0
1,394

$378

F. DETERMINATION OF ACTUARIAL VALUE OF ASSETS

Cost Value of Assets Available
for Benefits (D5)
Market Value (D5)
CostValue @5)
Market Over Cost: (F2-F3)
l/3 of Market Over Cost (F4)/3
Actuarial Value of Assets (Fl+Fs)
(Sarne as "Current Assets")

* Includes $379 of Member Reserves not segregated from general funds.

t. $378

_______ J37r

2.
3.
4-
5.
6.

$378
378

MILLIMAN & ROBERISON, INC.

$0
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Elective State Ollicers Retirement Fund

Change In Assefs Available For Benefifs
(dollars in thousands)

YEAR ENDING JI.JNE 30, 1995

TABLE 2

Market Value Cost Value

$361 $361A ASSETS AVAILABLE AT BEGINNING OF PERIOD

B. OPERATING REVENUES

1. Member Contributions
2. Employer Conhibutions
3. Investment Income
4. MPzuF Income
5. Net Realized Gain (Loss)
6. Other
7. Net Change in Unrealized Gain (Loss)

8. Total Revenue

C. OPERATING EXPENSES

l. Service Retirements
2. Disability Benefits
3. Survivor Benefits
4. Refunds
5. Investment Fees
6. Administrative Expenses
7. Other

8. Total Disbursements

D. OTHER CHANGES IN RESERVES

E ASSETS AVAILABLE AT END OF PERIOD

$38
0

(1)
0
0

165

0

$38
0
(l)
0
0

165

0

$202 $202

$164
0

0
l8
0
I
2

$164
0
0

l8
0
I
2

$l8s $l8s

0

$378

0

________$3?E_

MIr.r.rLIl{N & ROBERf,SON, INC.
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TABLE 3

Elective State Officers Retirement Fund

ACTIVE ].|E].|BERS AS OF JUNE 30, 1995

&
<25

25-29

30-34
35-39

40-44
45-49

s0-54
55-59

60-64
65F

ALL 2

11

1111
AVERAGE ANNUAL EARNINGS

&
<25

25-29

30-34
35-39

40-44
4s-49

50-54
s5-59

60-64
65+

ALL

AGE

ALL

6L,607

56,2L9

58.913

6I.L32 86,774

111,145

6r,L32 86.774 111,145

6t,r32

6t,L32

6L.607

68.042

86, 139

73,001

6t.L32 86,774 111,145 61.L32 438,006tL7 .826

MII IrIIN{ & ROBERISON,INC.

Page 8
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TABLE 4

Elective State Oflicers Retirement Fund

SERVICE RETIREMENTS AS OF JUNE 30, 1995

AGE

<50
50-s4

55-59
60-il

65-69
70-74

75-79
80-84

85+

ALL

AGE

<50
50-54

55-59
60-64

65-69
70-74

75-79
80-84

85+

ALL

AGE

ALL

1

3

1

3

t^
AVERAGE ANNUAL BENEFIT

- - 
YEARS RETTRE; 

- -

3,843

26.206

20.6t5

17 ,Bgt

17,891

3,843

26,206

L7 ,BgL

20,070

t7 ,89t 100,35082,460

MII.r.ItVtl1N & ROBERTSON, NC.
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TABLE 5

Elective State Officers Retirement Fund

SURVIVORS AS OF JUNE 30, 1995

AGE

<50
50-54

55-59
60-64

65-69
70-74

75-79
80-84

85+

ALL

AGE

<50
50-54

55-59
60-il

65-69
70-74

75-79
80-84

85+

ALL

AGE

ALL

1

3

1

6

1

1

AVEMGE ANNUAL BENEFIT

3,843

10 .805
20.065

IL,57T

5,048 17,118

9,763

5,048 17 ,118 9 .763

3,843

10,805
14.077

9.763

11,107

5,048 17,118 9.763 66,64234,7L3

MILLIMAN & MERTSON, NC.
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TABLE 6

Elective State Officers Retirement Fund

DISABILITY RETIREME]TS AS OF JUNE 30, 1.995

AGE

<50
50-54

55-59
60-64

65-69
70-74

75-79
80-84

85+

ALL

AVERAGE ANNUAL BENEFIT

AGE

<50
50-54

55-s9
60-64

65-69
70-74

75-79
80-84

g5+

ALL

AGE

ALL

LtrrrrlvlrtN & ROBERTSON, INC.
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TABLE 7
Elective State Ollicers Retirement Fund

Reconciliation Of Memhers

Actives

Terminated
Deferred

Retirement
Other

Non-Vested

A.

B.

C.

ON JUNE 30,1994

ADDITIONS

DELETIONS
l. Service Retirement
2. Disability
3. Death
4. Terminated - Deferred
5. Terminated - Refund
6. Terminated - Other Non-Vested
7. Returned as Active
8. Transferred to Other Fund

DATA ADruSTMENTS

Vested
Non-Vested

TOTAL ON JUNE 30, 1995

0

0

0
0
0

0

0
0

0

4

I

0
0
0
0
0
0

0
0

0

0
0
0
(l)
(l)
0

0

0

0D.

0

4
2

6E.

Recipients
Retirement
AnnuitanS Disabled Survivors

A. ON JUNE 30,1994

B. ADDITIONS

C. DELETIONS
l. Service Retirement
2. Death

6

0

0
0
0
0

0

0

0

0
0
0
0

0

5

0

0
0

0
0

0D.

E.

3. Annuity Expired
4. Returned as Active

DATA ADruSTMENTS

TOTAL ON JUNE 30, 1995 6

Page 12
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Elective State Oflicers Retirement Fund

Actuarial Balance Sfieef
(dollars in thousands)

ruLY l, lgg5

CURRENT ASSETS (TABLE 1, F6)

EXPECTED FUTURE ASSETS
l. Present Value of Expected Future

Statutory Supplemental Contributions (See Table I l)
2. Present Value of Future Normal Costs
3. Total Expected Future Assets

TOTAL CURRENT AND EXPECTED FUTURE ASSETS

TABLE 8

$378A.

B.

C.

D.

$0

249
$249

$627

CURRENT BENEFIT OBLIGATIONS
l. Benefit Recipients

a. RetirementAnnuities
b. Disability Benefits
c. Surviving Spouse

and Child Benefits

Non-Vested Vested Total

258

0

998
0

l5
t4t

4

$882
0

502

258

0

996
0
0

138

4

$882
0

502

Deferred Retirements with Future Augmentation

Former Members without Vested Rights

Active Members
a. RetirementAnnuities
b. Disability Benefits
c. Survivor's Benefits
d. Deferred Retirements
e. Refund Liability Due

to Death or Withdrawal

5. Total Current Benefit Obligations $2,780

E. EXPECTED FUTURE BENEFIT OBLIGATIONS

F. TOTAL CURRENT AND EXPECTED FUTURE BENEFIT OBLIGATIONS

G. CURRENT UNFUNDED ACTUARIAL LIABILITY (D5-A)

H. CURRENT AND FUTURE UNFUNDED ACTUARIAL LIABILITY (F.C)

2.

3.

4.

2
0

l5
3

0

$20 $2,800

$397

______ J3J9Z

$2,422

$2,570

MIr.r.rMAN & ROBERISON, INC"
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Elective State ollicers Retirement Fund 
TABLE 9

Determination of Unfunded Actuarial Accrued Liabitity (UAAL)
And Supplemental Contribution Rate

(dollars in thousands)

ruLY l, tggs

A. DETERMINATION OF ACTUARIAL
ACCRUED LIABILITY (AAL)
l. Active Members

a. RetirementAnnuities
b. Disability Benefits
c. Survivor's Benefit
d. Deferred Retirements
e. Refunds Due to Death or Withdrawal
f. Total

2. Deferred Retirements
With Future Augmentation

3. Former Members Without
Vested Rights

4. Annuitants in MPRIF

5. Recipients Not in MPRIF

6. Total

Actuarial
Present Value
of Projected

Benefits-----11-

st,266
0

2t
247
2t

Actuarial
Present Value

of Future
Normal Costs

Actuarial
Accrued
Liability---FrflI7zI-

$1,192
0

l3
119
(l 8)

$1,306

258

0

1,384

$8,733

29.43%

(z)

$74
0
8

128
39

$1,555 $249

258

0

0

1,394

_______$3Je7

0

$24e_ _______$Z%t

B. DETERMINATION OF UNFUNDED ACTUARIAL ACCRUED LIABILITY (UAAL)
l. AAL (A6) $2,948
2. Current Assets (Table l, F6) 378
3. UAAL (Bl-B2)

C. DETERMINATION OF SUPPLEMENTAL CONTRIBUTION RATE
l. Present Value of Future Payrolls Through

the AmortizationDate of July 1,2020

2. Supplemental Contribution Rate (83/Cl)

Note: If non-segregated member reserves were not counted as assets, the UAAL
would be$2,949,resulting in a Supplemental Contribution Rate of 33.77Yo.

$2.570

MII I.rIlAI{ & ROBERTSON, INC.
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TABLE 10
Elective State OIficers Retirement Fund

A

B.

c.

D.

Changes ln Unfunded Actuarial Accrued Liability (UAAL)
(dollars in thousands)

YEAR ENDING JUNE 30, 1995

UAAL AT BEGINNING OF YEAR

CHANGE DUE TO INTEREST REQUIREMENTS
A}.ID CURRENT RATE OF FUNDING

l. Normal Cost and Expenses
2. Contribution
3. Interest on A, Bl and B2

4. Total (81+B2+B3)

E)(PECTED UAAL AT END OF YEAR (A+B4)

INCREASE (DECREASE) DUE TO ACTUARIAL LOSSES (GAINS)
BECAUSE OF EXPERIENCE DEVIATIONS FROM E)(PECTED

l. Salary Increases
2. Investrnent Return
3. MPRIF Mortality
4. Mortality of Other Benefit Recipients
5. Other Items

6. Total

UAAL AT END OF YEAR BEFORE PLA}I AMENDMENTS
AND CHANGES IN ACTUARIAL ASSUMPTION (C+D6)

CIIANGE IN ACTUARIAL ACCRUED LIABILITY
DUE TO PLAN AMENDMENTS

CHANGE IN ACTUARIAL ACCRUED LIABILITY
DUE TO CHANGES IN ACTUARIAL ASSUMPTIONS

UAAL AT END OF YEAR (E+F+G)

s2,487

$72
(38)
213

$247

$2,734

($e8)
32

0
t9

(l l7)

($164)

$2,570

_______ J2ff0_

E.

F.

G.

MIIT.IMAN & ROBERTSON, INC.
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TABLE 1T

Dollar
Amount

Elective State Ollicers Retirement Fund

Determi nation Of Contri bution S uffi ciency
(dollars in thousands)

JULY I, 1995

A STATUTORY CONTzuBUTIONS . CHAPTER 352C

l. Employee Contributions
2. Employer Contributions

3. Total

I. Nomral Cost
a Retirement Benefits
b. Disability benefits
c. Survivors
d. Deferred Retirement Benefits
e. Refunds Due to Death or Withdrawal

f. Total

2. Supplemental Contribution Amortization
byJuly 1,2020 ofUAAL

3. Allowance for Expenses

4. Total

c. CoNTRTBUTTON SUFFTCTENCY (DEFTCTENCY) [A3-B4]

Percent of
Payroll

9.00%
0.00%

$41
0*

9.00% $41

* Employer contributions are required to cover the portion of the benefit liabilities which are not
funded by the member's accumulated contribution at the time of benefit commencement.

REQUIRED CONTRTBUTTONS - CHAPTER 356

4.20%
0.00%
0.44%
7.30%
1.99%

$19
0
2

33

9

13.93% $63

29.43o/o

0.22%

r33

I

_______4358%

-34.58%

$197

($ls6)

Note: Projected Annual Payroll for Fiscal Year Beginning on JLJLY 1,1995 is $452.

Thg deflciency amount shown above is calculated based on reported assets which include a receivable
of$379 formember contribution that are held in the State's general fund. If this amount was not
considered as an asset of the fund in these calculations, the iieficiency would be38.92o/o.

Page 16
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TABLE 12

Elective State Officers Retirement Fund

fnfurest:

Salary fncreases:

Mortality:

Retirement Age:

Separation:

Year Rate
l0%
20
30
450
50
60
70
850

Summary of Actuarial Assumptions and Methods

Pre-Retirement: 8.5% per annum

Post-Retirement: 5.0o/o per annum

The statutory salary rate as prescribed in Chapter 345, Article I,
through January l, 1996 and 6.5Yo per year thereafter.

Pre-Retirement:
Male - 1971 Group Annuity Mortality Table
Female - l97l Group Annuity Mortality Table male

set back 8 years

Post-Retirement:
Male - Same as above
Female - Same as above

Post-Disability:
Male - N/A
Female - N/A

Age 62 or if over age 62, one year from valuation date.

Rates based on years of service:

Sec. 28,

Disobility: None

MIT I-TI[{N & MERISON, INC.

Page 17



TABLE T2
(Continued)

Expenses: Prior year administration expenses expressed as percentage of
prior year payroll.

Return of All employees withdrawing after eight years of service
Contributions: were assumed to leave their contributions on deposit and receive

a deferred annuitant benefit.

Family Composition: 85Yo of Members are assumed to be married. Female is three
years younger than male. Each Member may have up to two
dependent children depending on the Member's age. Assume
first child born at Member's age 28 and second child born at
Member's age 31.

Social Security: N/A

Benefit fncreoses Payment of earnings on retired reserves in excess
After Retirement: of 5%o accounted for by 5olo post-retirement assumptions.

Actuarial Cost Method: Entry Age Normal Actuarial Cost Method based on earnings and
the date the employee entered the plan is applied to all plan
benefits. Under this method, Actuarial Gains (Losses) reduce
(increase) the Unfunded Actuarial Accrued Liability.

Asset Valuation Method: Cost Value plus one-third Unrealized Gains or Losses.

Payment on the A level percentage of payroll each year to the
Unfunded Actuarial statutory amortization date assuming payroll
Accrued Liability: increases of 6.5Yo per annum.

MILLIMAN & ROBERXSON, rNC.
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TABLE 13

Elective State Officers Retirement Fund

Summary of Plan Provisions

GEIYERAL

Eligibility: Employment as a "Constitutional Officer,'.

Contributions:

Member: 9Yo of salary.

Employer: No specified statutory contribution rate. State must contrib-
ute an amount equal to the full annuity value at benefit
commencement less accumulated member contributions.

Allowable Service: Service while in an eligible position.

Salory: Salary upon which Elective State Officers Retirement Plan
contributions have been made.

Average Salary: Average of the five highest successive years of salary.

RETIREMENT

No rmal Retireme nt Benetit:

Eligibility: Age 62 and eight years of Allowable Service.

Amount: 2.5% of Average Salary for each year of Allowable Service.

Early Retirement Benetit:

Eligibility: Age 60 and eight years of Allowable Service.

Amount: Normal Retirement Benefit based on Allowable Service and
Average Salary at retirement date with reduction of 0.5Yo for
each month the Member is under age 62 at time of retire-
ment.

Form of Payment: Life annuity

BeneJit Inteases: Adjusted by MSRS to provide same increase as MPRIF.

MILLIMAN & ROBERISON, INC.
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DISABILITY

DEATH

Surviving Spouse BeneJit:

Eligibility:

Benefit Increases:

TERMINATION

Refund of Contrib utions:

Eligibility:

Amount:

Amount:

Surviving Dependent Child Beneftt:

Eligibility:

Amount:

TABLE T3
(Continued)

None

Death while active or after retirement or with at least eight
years of Allowable Service.

Survivor's payment of 50Yo of the retirement benefit of the
Member assuming the Member had attained age 62 and had a
minimum of eight years of Allowable Service. Benefit is
paid for life. A former Member's benefit is augmented the
same as a Deferred Annuity to date of death before determin-
ing the portion payable to the spouse.

Same as spouse's benefit.

Benefit for first child is 25% of the retirement benefit
(computed as for surviving spouse) $nth 12.5% for each
additional child. Maximum payable (including spouse) is
100% of the retirement benefit. Benefits cease when a child
marries or affains age 18 (22 if a full-time student).

Adjusted by MSRS to provide same increase as MPRIF.

Termination of service.

Member's contributions with 5oZ interest compounded
annually if termination occurred before May 16, 1989 and
60Z interest compounded annually if termination occurred on
or after May 16, 1989. A deferred annuity may be elected in
lieu of a refund.

MTLLnTAN & ROBERTSON, INC.

Page 20



TABLE 13
(Continued)

Deferred Benetit:

Eligibility: Eight years of Allowable Service"

Amount: Benefit computed under law in effect at termination and
increased by the following annual percentage: lyo before
7lll79;5% from 7lll79 to llllSl; and 3Yo until age 55; and
5% thereafter until the annuity begins. Amount is payable as
a normal or early retirement.

SIGNIFICANT CHANGES

None.

MTLLIMAN & ROBERTSON, NC.
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Judges Retirement Fund
ACTUARIAL VALUATI ON REPORT

July 1, 1995
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Steven R. Baker, M.D.
T. Scott Bentley, A.S.A.
Gerald R. Bernstein, F.S.A.
Stephen D. Brink, F.S.A.
Brian Z. Brom, F.C.A.S.
Stephen M. Cigich, F.S.A.
Timothy D. Courrney, A.S.A.
Thomas K. Custis, F.S.A.
Patrick l. Dunks, F.S.A.
Pamelaf.Evans,A.S.A.
Daniel |. Flaherry, F.C.A.S.
Eric P. Goetsch, A.S.A.
Steven G. Hanson, A.S.A.
Richard H. Hauboldt, F.S.A.
Peggy L. Hauser, F.S.A.
Timothy f. Herman, A.S.A.
Gregory N. Hcrrle, F.S.A.
William V. Hogan, F.S.A.
Gary R. fosephson, F.C.A.S.
Gail E. Kappeler, A.C.A.S.
foan M. Klucarich, A.C.A.S.
Catherine L. Knuth, A.S.A.
Rose M. Leben, R.N.
Frank Kopenski, |r., A.S.A.
Kenneth E. Leinbach, F.S,A.
Mark E. Litow, F.S.A.
fohn D. Meerschaert, A.S.A.
Sandra A. Mertes, F.S.A.
Nicholas E. Mischler, M.D,
James C. Modaff, F.S.A.
Stacey V. Muller, A.S.A.
pavid F. Ogden, F.S.e.
\ckolas I, Ortner, A.S.A.
-net L. Perrie, A.S.A.

William M. Pollock, F.S.A.
Michael D. Price, A.C.A.S.
Patricia L. Priebe, R.N.
Douglas A. Proebsting, A.S.A.
Robert L. Sanders, F.C.A.S.
Steven |. Sherman, F.S.A.
Clark E. Slipher, F.S.A.
|ohn B. Snyder, F.S.A.
Lee H. Straate, F.S.A.
Collin I. Suttie, A.C.A.S.
Gregory S. Wanner, A.C,A.S.
Peter G. Wick, F.C.A.S.

MnunalN & RonnnrsoN, INC.
Actuaries & Consultants

I ntern atio n ally W O OD R OW MILLIMAN

Suite 400, 15800 Bluemound Road, Brookfield, Wisconsin 53005-6069
Telephone: 4141784-2250

Fax: 414l7E4-4116

November 16, 1995

Wendell Milliman, F.S.A. (1976)
Stuart A. Robertson, F.S.A.

Chairman Emeritus

Legislative Commission on
Pensions and Retirement

55 State Office Building
St. Paul, Minnesota 55155

RE: Judges Retirement Fund

Commission Members:

Pursuant to the terms of our Actuarial Services Contract, we have performed
an actuarial valuation of the Fund as of July l, 1995.

The results of our calculations are set forth in the following report, as are the
actuarial assumptions upon which our calculations have been made. We have
relied on the basic employee data and asset figures as submiffed by the
Minnesota State Retirement System.

On the basis of the foregoing, we hereby certify that, to the best of our
knowledge and belief, this report is complete and accurate and has been
prepared in accordance with the requirements of Section 356.215, Minnesota
Statutes, and the requirements of the Standards for Actuarial Work, adopted
by the Commission on July 8, 1992.

Respectfully submitted,
-/-:.-z- -, /

-t//r- -t,-^, ,.4:'
Thomas K. Cuistis,
Consulting Actuary

lUJt^; V,Qo,.**
William V. Hogan, F.S.A., U/a.a.a.
Consulting Actuary

TKC/WVH/bh

z'; _ >
F.S.A., M.A.A.A.

Albany, Atlanta, Boston, Chicago, Dallas, Denver, Hartford, Houston, Indianapolis, Irine, Los Angeles, Milwaukee, Minneapolis, New York, Omaha,
Philadelphia' Phoenix, Portland, ME, Portland, OR, St. Louis, Salt Lake City, San Diego, San Francisco, Seattle, Tampa, Washington, D.C., Bermuda, Tokyo

\\'()OJ)RO\f IlILLL\IA\ lleurbtr I irnrs in Principal Citics \\'orldu.idc
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Judges Retirement Fund

Repoft Highlights
(dollars in thousands)

0710U94
Valuation

0710U95
Valuation

CONTRIBUTIONS (Table I l)
l. Statutory Contributions - Chapter 490

o/o of Payroll

2. Required Contributions - Chapter 356
% of Payroll

3. Sufficiency (Deficiency): (A.1. - A.2.)

FTINDING RATIOS
l. Accrued Benefit Funding Ratio

Current Assets (Table l)
Current Benefit Obligations (Table 8)
Funding Ratio: (a/b)

Accrued Liability Funding Ratio
a Current Assets (Table l)
b. Actuarial Accrued Liability (Table 9)
c. Funding Ratio: (a/b)

Projected Benefit Funding Itatio (Table 8)
a Current and Expected Future Assets
b. Current and Expected Future Benefit Obligations
c. Funding Ratio: (a/b)

PLA}.I PARTICIPANTS
1. Active Members

Number (Table 3)
Proj ected Annual Earnings
Average Annual Eamings (Actual $)
Average Age
Average Service

2. Others
Service Retirements (Table 4)
Disability Retirements (Table 5)
Survivors (Table 6)
Deferred Retirements (Table 7)
Terminated Other Non-vested (Table 7)
Total

28.36%

28.27%

2836%

27.32%

B.

0.09%

$50,428
$94,884
53.t5%

$50,428
$98,313
51.29%

$141,481
$141,066
100.29%

265
$22,302
$84,158

53.0
t0.7

t.04%

$56,813
$98,797
57.50%

$56,813
$102,238

55.57%

$150,654
$145,951
t03.22%

27t
$23,429
$86,453

53.0
10.6

a.

b.
c.

3.

c.

l3t
7

77
7
I

127
8

72
6
0

a-

b.
c.
d.
e.

z.
b.
c.
d.
e.
f, 223

Page I
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Purpose

The purpose of this valuation is to determine the financial status of the Plan. In order to achieve this
Pgrygle_, an actuarial valuation is made at the beginning of each fiscal year as required by Section
356.215 of Minnesota Statutes.

Report Highlights

The financial status of the Plan can be measured by three different funding ratios:

oThe Accrued Benefit Funding Ratio is a measure of current funding status and, when viewed
over a period of years, presents a view of the funding progress. It is based upon benefits which
have been earned by service to the valuation date. This year's ratio is 57.50%. T}rre
corresponding ratio for the prior year was 53.15%.

oThe Accrued l,iability lugding Ratio is also a measure of funding status and funding progress.
It is based on the actuarial cost method that has historically been used by the State. For t9qS
the ratio is 55.57Yo, which is an increase from the 1994 value of 51.29%.

oThe Projected Benefit Funding Ratio is a measure of the adequacy or deficiency in the
contribution level. This year's ratio of 103.22% verifies that the current statutory contributions
are sufficient.

Asset Inlormation (Tables I and 2)

Minnesota Statutes require that the asset value used for actuarial purposes recognize only a third of
the unrealized gains and losses. This requirement exists because market values (which include all
unrealized gain and losses) are typically volatile and can produce erratic changes in the contribution
requirements from year to year.

The calculation of the Actuarial Value of Assets is shown in Table I on lines Fl to F6. It combines
the cost value of the Assets Available for Benefits and one-third of the difference between the
market value and cost value of those assets.

The term "Actuarial Value of Assets" is used to indicate that the value was determined for use in this
actuarial valuation. Since Minnesota Statutes refer to this value as "Current Assets", the latter
phrase will be used in the remainder of this report.

Page2
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This Plan participate-s in the_Minnesota Post Retirement Investment Fund (i.e. MPRIF). After the
MPRIF l.i.alility has been cl4culated.{or eag! participating Plan, the-State Board ofl-#.rt nints, G.e.SBI), will determine each Plan's portion olt" qqis eaftings ibr the January d;.frt irr.t.*. *' well as the Plan's allocated market share of MpRIF.

Actuarial Bolance Sheet (Toble 8)

An actuarial balance sheet provides a method for evaluating current and future levels of funding.

The Ct[rent Benefit_Ob-ligation used to measure current funding levels is calculated in accordance
with StatementNo. 5 of the Governmental Accounting Standarls Board (GASB). Thor"
requirements are:

"For Active Members - salary and service are projected to retirement to determine benefits for
each member and the ratio of credited service to total service establishes the portion of the
projected benefit to be used in calculating the current funding level.

"ForNon-active Members - the discounted value of benefits, including augmentation in cases
where benefits have not commenced.

GASB Disclosure

The Current Benefit Obligation amounts in Table 8 are required to be disclosed by Statement No. 5
of the Govemmental Accounting Standards Board (GASB). However, StatemenfNo. 5 uses the
terms "Actuarial Present Value of Credited Projected Benefits" and "P'ension Benefit Obligation"
rather than "Current Benefit Obligation".

The JULY 1, 1995 Pension Benefit Obligation reported in Table 8 is reformatted for GASB
reporting pu{poses in the following table:

Retirees and beneficiaries currently receiving benefits and
tenninated employees not yet receiving benefits $59,147,000

Current Employees
Accumulated employee contributions including $14,946,000

allocated investment income
Employer-financed vested 16,679,000
Employer-financed nonvested 9,025,000

Total Pension Benefit Obligation $98,797,000

Net Assets Available for Benefits at Cost $56,635,000

Total Benefit Obligation less Assets $42,162,000

Funded Ratio 57.32o/o

IflI I rlvlrll{ & ROBERISON, INC.
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Actuorial Cost Metltod (Table 9)

fhe apprgach usedly tq S.tutg of Minnesota to determine contribution suffrciency is the Enfiy Age
Normal Actuarial Cost Method. The primary characteristic of this method is thatit allocates iosts-as
a level percentage of payroll.

A comparison of this actuarial mg!tt9{(!able- 9) to tle actuarial balance sheet (Table 8) illustrates
the two te-chniques lor allocating liabilities of active Members to past and future. As n6ted in the
prior section, thetalance sheet allocates benefits and the corresponding liabilities, on the basis of
service. The method used in Table 9 allocates liabilities so that the coJt each year will be a constant
percentage of payroll. Both approaches, however, calculate the value of all futue benefits the same
way (see line F of Table 8 and line 4.6, column l, of Table 9).

An Unfunded Actuarial Accrued Liability is computed under the Entry Age Normal Actuarial Cost
Yethod by comparing the liabilities allocated to past service (Actuarial Accrued Liability) to the
Current Assets. This amount, line 83, is funded over the remaining years to the amortizliion date
by a series of payments that remain a constant percentage of payroil each year.

The payments will increase 6.50Yo each year because that is the assumed rate of increase in payroll.
Although the payment schedule will be adequate to amortize the existing unfunded, the lowEr 

-

paymenls in the earlier years will not be suffrcient to cover the interest on the unfunded liability.
After q few years, the annual payment will cover the interest and also repay a portion of the
unftnded.

Sources of Actuarial Gains ond Losses (Toble I0)

The assumptionsused in making the calculations using the Enbry Age Normal Actuarial Cost
Method are based on long-term expectations. Each year the actual eiperience will deviate from the
long-term expectation. For a detailed analysis of the major components, refer to Table 10.

Contribution Sufriciency (Table I 1)

This report determines the adequacy of Statutory Contributions by comparing the Statutory
Contributions to the Required Contributions.

The Required Contributions, set forth in Chapter 356, consist of:

"Normal costs based on the Entry Age Normal Actuarial Cost Method.
"A Supplemental Contribution for amortizing any Unfunded Actuarial Accrued Liability.
"An Allowance for Expenses.

Table I I shows the Plan has a contribution suffrciency since the Statutory Contribution Rate is
28.360/o compared to the Required Contribution Rate of 27.32Yo.

}ILLIMAI{ & ROBERXSON, INC.
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Changes in Actuarial Ass umptions

There were no changes in actuarial assumptions since the last valuation.

Chonges in Plan Provisions

There were no changes in plan provisions since the last valuation which impacted funding costs.

MILLIMAI.I & RffiEKISON, INC.
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Judges Retirement Fund

Accounting Balance Sheef
(dollars in thousands)

ruLY l, lg95

TABLE I

Market Value Cost Value
A. ASSETS

l. CaslU Equivalents, Short-term Securities
2. Investrnents

a. Fixed Income
b. Equity
c. Real Estate
Equity in Minnesota Post-Retirement

Investment Fund (MPRIF)
Other

B. TOTAL ASSETS

C. AMOUNTS CURRENTLYPAYABLE

D. ASSETS AVAILABLE FOR BENEFITS
l. Member Reserves
2. Employer Reserves
3. MPRIF Reserves
4. Non-MPRIF Reserves
5. Total Assets Available for Benefits

E. TOTALAMOUNTS CURRENTLYPAYABLE
AND ASSETS AVAILABLE FOR BENEFITS

$57,169 $56,635

$s8.266 $57,732

3.

4.

$980

3,327
8,010

497
45,207

245

$980

3,315
7,447

538
45,207

245

__$5E26q

$1,097

$8,369
(8,445)
45,207
12,039

____s51f,32

$1,097

$8,369
(8,979)
45,207
12,039

F. DETERMINATION OF ACTUARIAL VALUE OF ASSETS

l.

2.
3.
4.
5.
6.

Cost Value of Assets Available
for Benefits (D5)
Market Value (D5)
Cost Value @5)
Market Over Cost: (F2-F3)
1/3 of Market Over Cost (F4y3
Actuarial Value of Assets (Fl+Fs)
(Sarne as "Current Assets")

$57,169
56,635

$s34

$56,635

_____155,811
178

MILLTMAN & ROBERTSON, NC.
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Judges Retirement Fund

Change In Assefs Available For Benefi'fs
(dollars in thousands)

YEAR ENDING JUNE 30, 1995

TABLE 2

Market Value Cost Value

$50,176 $50,555A. ASSETS AVAILABLE AT BEGINNING OF PERIOD

B. OPERATING REVENI.JES

l. Member Contributions
2. Employer Contributions
3. Investment Income
4. MPRIF Income
5. Net Realized Gain (Loss)
6. Other
7. Net Change in Unrealized Gain (Loss)

8. Total Revenue

C. OPERATING EXPENSES

l. Service Retirements
2. Disability Benefits
3. Survivor Benefits
4. Refunds
5. Investment Fees

6. Administrative Expenses
7. Other

8. Total Disbursements

OTHER CHANGES IN RESERVES

ASSETS AVAILABLE AT END OF PERIOD

$13,303 $12,390

$1,455
5,162

823
3,538

(s7)
1,469

913

$1,455
5,162

823
3,538

(s7)
1,469

0

$6,233
0
0
0

l7
28
32

$6,233
0

0

0
t7
28
32

D.

E.

$6,310

0

______$EZJ59_

$6,310

0

______ J55tr_

MILLIMAN & ROBERTSON, NC.
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TABLE 3

Judges Retirement Fund

ACTIVE I'IEMBERS AS OF JUNE 30, 1995

AGE

<25
25-29

30-34
35-39

40-M
45-49

50-54
55-59

60-64
65+

ALL

AGE

<25
25-29

30-34
35-39

40-M
4s-49

50-54
55-59

60-64
65+

ALL

2
3

4
3

3
1

1

77

4

13
19

13
1

1
3

54

2

3

AVERAGE ANNUAL EARNINGS

68,636 68,636
75,353 82,999 79,722

86,806 83.914 84,857 B5,sB2 84,726
75,603 83.478 83.959 84,074 83,502

77,423 85.377 83.495 83,948 84.706 83,947
88,311 83,495 82.579 84,585 83.495 84,585 83,495 83,495 83,673

85,634 83.495 84.403 83,611 86,76s 84,016 80,604 83,954
83.495 87 ,222 86 .220 86 .220 83 ,380 83 ,495 83 ,495 84 ,927

79,034 84,006 84.007 84.240 84.623 84.039 82,050 83,495 83,732

PRIOR FISCAL YEAR EARNINGS (IN THOUSANDS) BY YEARS OF SERVICE<L L-4 5-9 10-14 15-19 20-24 25-29 30+ ALL

1 .343 4 ,s36 6.5s2 4.548 2.454 2. 1ti5 B2o 250 22 ,6sL

2
7

23
71

61
47

31
29

27L

2

5
3

i0

10

B
I

26

9
13

5
2

29

2
15

23
5

5
4

54

4
34

13
l4

6
7

78

AGE

ALL

MILLIMAN & ROBERTSON, INC.
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Judges Retirement Fund

SERVICE RETIRE},IENTS AS OF JI'NE 30. 1995

tr: tna^ I n n!').'!:L r. !,!

TABLE 4

Atr
<50

50-54

55-59
60-64

65-69
70-74

75-79
80-84

85+

ALL

6
19

14

I
I

13
26

I

I
I

26
50

19
?L

13

1314210 39

2

4
15

I

2?

6

I
t4

3

J

AVERAGE ANNUAL BEI{EFIT

AgE

<50
50-s4

55-59
60-64

55-69
70-74

75-79
80-84

85+

ALL

40,825
38, 115

29.889
23, 133

34,989
37,378

6,993

29,8A7
30,873

33,056

29 ,889
23, 133

35, 364
34,562

35,238
41,321

35,323

35,85540,012 35,399 31,493

27 ,665

49,934
4t,778 40, 178

9,030 38,905

40,489 39,451

32.725 40,754

32.725 40,754

AGE <1

ALL 4OO 890 981,486 L,228 552 4,697

MN I II,ll{I\I & rcBERTSOIY, INC.
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AGE

<50
50-54

55-59
60-il

65-69
70-74

75-79
80-84

85+

ALL

TABLE 5

Judges Retirement Fund

SURVIVORS AS OF JUNE 30, 1995

22
2

2
2

13
9

11
13

23

77

1

2
1

2

2

2

3
1

2
2

2

t6

1

3
3

1

3

2

13

2
2

3
1

2

2

4

I

1

1

2
2

7

13

1

1

3

B

13

AVERAGE ANNUAL BENEFIT

AGE

<50 22.994 22,994
50-54 27.238 27 ,238

ss-59 19.557 L9,557
60-64 1.6.532 27 .225 21,879

6s-69 20 ,806 2l .999 27 ,L02 18,306 L0 ,72t 13 , 006 18,614
70-74 2L ,956 26,300 35.208 25, 138 11 ,966 20 ,377 24 .298

7s-79 22.695 20 .370 L7 ,834 3L ,982 10 ,521 40 ,382 23 ,527
80-84 18,04s L4,295 28.L84 14,005 19,228 L3,747 L6,877

85+ 19,651 20.377 18,555 21,402 15,731 18,693

ALL 20.915 2L,995 2L,444 26,377 15,459 L8,022 17,527 20,L48

1 ,551

20-24

234I23
<1

L25

AGE

ALL

MILLIMAN & ROBERTSON, INC.
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TABLE 6

Judges Retirement Fund

DISABILITY RETIREHENTS AS OF JUNE 30, 1995

AGE

<50
50-54

55-59
60-64 1 1

6s-69 1 1

70-74 2 2

75-79 3 3
80-84

85+

ALL33L7

AVERAGE ANNUAL BENEFIT

AGE

<50
50-54

55-59
60-64

65-69
70-74

75-79
80-84

85+

ALL

AGE

ALL

22,594

38,349
29.886

38,975

33, 097 38,97s 29 .886

22,594

29,886
38,349

38 ,975

35, 158

99.291 1t6.925 29.886 246,t06

MITT T}I{N & RGERIISON, NC.
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TABLE 7
Judges Retirement Fund

Reconciliation Of Members

Actives

Terminated
Defened

Retirement
Other

Non-Vested

265

l9

A
B.

C.

ON JI.JNE 30,1994

ADDITIONS

DELETIONS
l. Service Retirement
2. Disability
3. Death
4. Terminated - Deferred
5. Terminated - Refund
6. Terminated - Other Non-Vested
7. Returned as Active
8. Transferred to Other Fund

DATA ADruSTMENTS

Vested
Non-Vested

TOTAL ON JUNE 30, 1995

ON JUNE 30,1994

ADDITIONS

DELETIONS
1. Service Retirement
2. Death
3. Annuity Expired
4. Returned as Active

DATA ADruSTMENTS

TOTAL ON JUNE 30, 1995

0

0

0
0
0
0

0

0

0
0

I

(e)
0

(l)
(2)
0
0
0

.0

(l)
0

0
0
0
0

0

0

0

E.

200
7t

271

Recipients
Retirement
Annuitants Disabled Survivors

72

6

0
(2)
0

0

I

0
(l)
0
0

0

t27

l0

0
(7)
0
0

I

A.

B.

C.

t3l

D.

E. 77

Page 12
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A

B.

C.

D.

Judges Retirement Fund

Actuarial Balance Sheef
(dollars in thousands)

JULY 1,1995

CI.JRRENT ASSETS (TABLE I, F6)

E)(PECTED FUTURE ASSETS
l. Present Value of Expected Future

Statutory Supplemental Contributions (See Table 1l)
2. Present Value of Future Normal Costs
3. Total Expected Future Assets

TOTAL CURRENT AND EXPECTED FUTURE ASSETS

CURRENT BENEFIT OBLIGATIONS Non-Vested Vested
l. Benefit Recipients

a. Retirement Annuities
b. Disability Benefits
c. Surviving Spouse

and Child Benefits

2. Defened Retirements with Future Augmentation

3. Former Members without Vested Rights

4. Active Members
a. Retirement Annuities
b. Disability Benefits
c. Survivor's Benefits
d. Deferred Retirements
e. Refund Liability Due

to Death or Withdrawal

TABLE 8

$56,813

$50,128

43.713
$93,841

__s150,651

Total

1,939
2,452
4,634

0
0

$40,790
2,671

13,784

31,269
0
0
0

356

$40,790
2,671

13,784

33,209
2,452
4,634

0

356

902

0

902

0

5. Total Current Benefit Obligations $9,025 $89,772 $98,797

E. E)(PECTED FUTURE BENEFIT OBLIGATIONS

F. TOTAL CLIRRENT AND EXPECTED FUTURE BENEFIT OBLIGATIONS

G. CURRENT UNFUNDED ACTUARIAL LIABILITY (D5-A)

H. CURRENT AND FUTURE UNFUNDED ACTUARIAL LIABILITY (F.C)

$47.1s4

_____ s145J5L

$41,984

($4,703)

MILLIMAN & ROBERTSON INC.
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Judges Retirement Fund 
TABLE 9

Determination of Unfunded Actuarial Accrued Liabitity (UAAL)
And Supplemental Contribution Rate

(dollars in thousonds)

ruLY l,lgg5

A.

Actuarial
Present Value
ofProjected

Benefits

Actuarial
Present Value

of Future
Normal Costs_-_---_TZI-

Actuarial
Accrued

DETERMINATION OF ACTUARIAL
ACCRUED LIABILITY (AAL)
l. Active Members

a Retirement Annuities
b. Disability Benefits
c. Survivor's Benefit
d. Deferred Retirements
e. Refunds Due to Death or Withdrawal
f. Total

Deferred Retirements
With Future Augmentation

Former Members Without
Vested Rights

Annuitants in MPRIF

Recipients Not in MPRIF

Total

$72,964
4,glg
9,283

0
639

$34,727
2,945
5,685

0

3s6

$38,237
1,973
3,598

0
283

$87,804

902

0

45,207

12,039

$145,951

$44,091

902

0

45,207

12,039

$102,238
56,813

_______$45M_

$452,421

t0.04%

$43,713

)

3.

4.

5.

6. ___ J43JE_ _____$10223r

B. DETERMINATION OF UNFUNDED ACTUARIAL ACCRUED LIABILITY (UAAL)
l. AAL (A6)
2. Current Assets (table I, F6)
3. UAAL (Bl-B2)

C. DETERMINATION OF SUPPLEMENTAL CONTRIBUTION RATE
l. Present Value of Future Payrolls Through

the Amortization Date of July 1,2020

2. Supplemental Contribution Rate @3/Cl)

MTLLIMAI{ & rcBERTSON, rNC.
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TABLE 10
Judges Retirement Fund

Changes ln Unfunded Actuarial Accrued Liability (UAAL)
(dollars in thousands)

YEAR ENDING JUNE 30, 1995

A.

B.

UAAL AT BEGINNING OF YEAR

CHANGE DUE TO INTEREST REQINREMENTS
AND CURRENT RATE OF FTINDING

l. Normal Cost and Expenses
2. Contribution
3. Interest on A, Bl and 82

4. Total (BI+B2+B3)

EXPECTED UAiAL AT END OF YEAR (A+B4)

INCREASE (DECREASE) DUE TO ACTUARIAL LOSSES (GAINS)
BECAUSE OF EXPERIENCE DEVIATIONS FROM EXPECTED

l. Salary Increases
2. Investment Return
3. MPRIF Mortality
4. Mortality of Other Benefit Recipients
5. Other Items

6. Total

UAAL AT END OF YEAR BEFORE PLAN AMENDMENTS
AND CTIANGES IN ACTUARIAL ASSUMPTION (C+D6)

CHANGE IN ACTUARIAL ACCRUED LIABILITY
DUE TO PLAN AMENDMENTS

CHANGE IN ACTUARIAL ACCRUED LIABILITY
DUE TO CHANGES IN ACTUARIAL ASSUMPTIONS

UAAL AT END OF YEAR (E+F+G)

$47,895

$3,970
(6,6t7)
3,958

$1,31I

$49,196

($3,103)
(t2t)

1,057
(141)

(1,463)

($3,771)

$45,425

$45.42s

C.

D.

E.

F.

G.

H.

MILLIMAN & rcBERTSON, INC.
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Judges Retirement Fund

Determi nation Of Contribution S ufficiency
(dollars in thousands)

JI.JLY I, 1995

TABLE 1I

Dollar
Amount

A STATUTORY CONTRIBUTIONS - CHAPTER 490

l. Employee Contributions
2. Employer Contributions

3. Total

B. REQUTRED CONTRTBUTTONS - CHAPTER 3s6 -

l. Normal Cost
a. Retirement Benefits
b. Disability benefits
c. Survivors
d. Deferred Retirement Benefits
e. Refunds Due to Death or Withdrawal

f. Total

2. Supplemental Contibution Amortization
byJuly l,2020ofUAAL

3. Allowance for Expenses

4. Total

c. CoNTRTBUTTON SUFFTCTENCY (DEFTCTENCY) [A3-B4]

28.360/o $6.644

Percent of
Payroll

6.360/o

22.00%
$1,490

5.154

t3.70%
t.08%
2.19%
0.00%
0.18%

$3,210
252
514

0
42

t7.t5% $4,018

10.04%

0.13o/o

2,352

30

27.32o/o

--__ 
JffAq

t.04% s244

Note: Projected Annual Payroll for Fiscal Year Beginning on ruLY l, 1995 is$23,429.

}ILLIMAN & MERISON, INC.
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TABLE 12

Judges Retirement Fund

SUMMARY OF ACTUARIAL ASSUMPT'ONS AND METHODS

fnturest Pre-Retirement: 8.5% per annum
Post-Retirement: 5.0%o per annum

Salary Increoses: Statutory salary rate as prescribed in Chapter 345, Article I,
Sec. 28, through January 1,1996 and 6.5Yo per year thereaf-
ter.

Mortalityz Pre-Retirement:
Male - l97l Group Annuity Mortality Table
Female - l97l Group Aruruity Mortality Table male

rates set back eight years

Post-Retirement:
Male - Same as above
Female - Same as above

Post-Disability:
Male - Same as above
Female - Same as above

Retirement Age: Judges: Age 68 or, if over age 68, one year from the
valuation date.
Supreme Court Justices in Pre-1974 Plan: Latest of age 70,
12 years ofservice, or one year from valuation date.

Separation: None

Disability: Rates adopted by MSRS based on actual experience, most
recently adjused in 1979, as shown in rate table.

Expenses: Prior year administration expenses expressed as percentage of
prior year payroll.

Return of
Contributions: N/A

Family Composition: Marital status as indicated by data. Female is three years
younger than male.

MILLIMAhI & ROBERTSON, INC.
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TABLE 12
(Continued)

Social Securigt: N/A

Benelit fncreoses Payment of earnings on retired reserves in excess of 5Yo

lfter Retirement: accounted for by 57o post-retirement assumptions.

Actuarial Cost Method: Entry Age Normal Actuarial Cost Method based on earnings
and the date the employee entered the plan is applied to all
plan benefits. Under this method, Actuarial Gains (Losses)
reduce (increase) the Unfunded Actuarial Accrued Liability.

Asset Valuation Method: Cost Value plus one-third Unrealized Gains or Losses.

Payment on the A level percentage of payroll each year to the statutory
Unfunded Actuorial amortization date assuming payroll increases of 6.5Yo
Accrued Liability: per annum.

MILLIMAT{ & ROBERITSON, INC.
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TABLE 12
(Continued)

Judges Retirement Fund

Summary of Actuarial Assumptions and Methods

Separation Expressed as Number of Occurrences Per 101000:

Death Withdrawal Disabilitv Retirement

Ag9 Male Female Male Female Male Female Male Femare

0
0

0
0
0

0
0
0
0

0

0
0
0
0
0

40
40
40
40
40
50
50
50
50
50

50
60
60
60
70

5
5
5
6
6

6
7
7
7

8

8
9
9

r0
l0

20
2t
22
23
24

25
26
27
28
29

30
3l
32
33
34

35
36
37
38
39

0
0

0
0
0

0
0
0

0
0

2
2

2
2

2

00
00
00
00
00
00
00
00
00
00

0

0
0

0
0

0
0

0
0
0

0

0
0

0
0

0
0
0
0
0

0

0
0

0
0

0
0
0
0
0

0
0

0
0
0

5

6
7
7

l0

40 t6
4t t8
42 20
43 23
44 26

45 29
46 33
47 38
48 42
49 47

ll
t2
l3
t4
t5

7
7

8
8

9

9
l0
l0
ll
t2

l3
t4
t5
l6
18

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0

0
0
0
0

0

0
0
0
0

0
0
0
0
0

2

2
2

2
2

.'

2
2
3

3

I
I
I
I
2

2

2
4
4
4

0
0
0

0
0

0
0
0
0
0

0
0
0

0
0

0

0
0
0
0

3

5

7
9
ll

MILLIMAN & ROBERTSON, INC.
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TABLE 12
(Continued)

Judges Retirement Fund

Summary of Actuarial Assumptions and Methods

Separation Expressed as Number of Occurrences Per 101000:

Death Withdrawal Disability Retirement

Agg Male Female Male Female Male Female Male Femare

200
230
260
290
330

50 53
51 59
52 65
s3 7t
s4 7E

t4 l0
t6 t2
20 t4
24 t6
28 20

76

90
110
136 l
t74 I

00
00
00
00
00

00
10,000 10,000

00

0
0

0
0
0

0

0
0
0
0

24
30
36
44
52

62
74

88
04
22

34
40
46
56
66

5585380
5693420
57 100 47 0
58 109 53 0
59 ll9 59 0

60 l3l 65 0
6l t44 7t 0
62 159 78 0
63 174 85 0
64 t92 93 0

65 213 100 0
66 236 109 0
67 263 ll9 0
68 292 l3l 0
69 324 tM 0

70 36t r59 0

0
0

0
0

MTLLIMAI{ & MEKTSON, NC.
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0
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TABLE 13

BASIC
Judges Retirement Fund

Summary of Plan Provisions

GENERAL

Eligibility:

Contributions:

Member:

Employer:

Allowable Service:

Salary:

Average Salary:

RETIREMENT

Normal Retirement Beneftt:

Eligibility:

Amount:

A judge or justice of any court who is not covered under the
Social Security Act. If the Member was active prior to
llll74, benefits may be computed according to provisions of
the prior plan.

8.15% of salary. Members who were active prior to llll74
may contribute 4%o to a special survivor retirement account.

22Yo of salary.

Service as a judge. Half credit is received for service not
compensated at an annual salary or for service while entitled
to practice law. Credit may also be earned for uncredited
judicial service if the appropriate employee contributions,
with interesL are made.

Sdary set by law.

Average of the five highest years of salary of the last l0
years prior to retirement.

Age 65 and five years of Allowable Service. Age 70.

2.5Yo of average salary for each year of Allowable Service
prior to 7ll/80 and 3Yo of Average Salary for each year of
Allowable Service after 6/30/80. Maximum benefit of 65Yo
of salary for the 12 months preceding retirement.

MTLLIMAIY & ROBERTSON, INC.
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TABLE 13

BASIC
(Continued)

Early Retirement Benefit

Eligibility: Age 62 and five years of Allowable Service.

Amount: Normal Retirement Benefit based on Allowable Service and
Average Salary at retirement date with reduction of 0.5% for
each month the Member is under age 65 at time of retire-
ment.

Form of Payment: Life annuity. Actuarial equivalent options are:

- 50% or 100% joint and survivor
- 50% or 100% bounce backjoint and survivor
- l0 or 15 year certain and life

Benefit Increases: Benefits may be increased each January I de-
pending on the investment performance of the Minnesota
Post Retirement Investment Fund (MPRIF).

DISABILITY

Disability BeneJit:

Eligibility: Permanent inability to perform the functions of judge.

Amount: No benefit is paid by the Fund. Instead salary is continued
for one year but not beyond age 70. Employee contributions
continue and Allowable Service is earned.

Retirement After D is abilily:

Eligibility: Member is still disabled after salary payments cease after one
year or at age 70, if earlier.

Amount: Larger of 25%o of Average Salary or the Normal Retirement
Benefit, without reduction.

BeneJit Increases: Same as for retirement.

MILLIMAN & ROBERISON, NC.
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TABLE 13

BASIC
(Continued)

DEATH

Survivor's BeneJit:

Eligibility:

Amount'.

BeneJit Increases:

Prior S uryivors' Benetit:

Eligibility:

Amount:

Benefit Increases:

Refund of Co ntrib utio ns:

Eligibility:

Amount:

Active or disabled Member dies before retirement or a
former Member eligible for a deferred annuity dies.

Larger of 25% of Average Salary or 60Yo of Normal
Retirement Benefit had the Member retired at date of death.

Benefit paid to spouse for life. If no spouse, benefit is paid
to surviving dependent children until child marries, dies, or
attains age 18 (age22 if full-time student).

Same as for retirement.

Retired Member dies who did not elect an optional annuity
and such Member retired prior to llll74 or was in office
prior to llll74 and continued contributing 4Yo of pay to
provide this post-retirement death benefit.

50o/o of the retired Member's benefit continues to the surviv-
ing spouse if married three years. Benefit begins immedi-
ately unless spouse is not yet age 40 and continues to death.

Adjusted by MSRS to provide same increase as MPRIF.

Member dies prior to retirement or former Member eligible
for a deferred annuity dies and survivors' benefits are not
payable.

Member's confibutions with 5olo interest.

MTLLTMAN & ROBERTSON, rNC.
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TABLE 13

BASIC
(Continued)

TERMINATION

Relund oJ Contrib utions:

Eligibility Terrrination of service as a judge.

Amount: Member's contributions with 5olo interest. A deferred annuity
may be elected in lieu of a refund.

Deterred Benetit

Eligibility: Five years of Allowable Service.

Amount: Benefit computed under law in effect at termination.
Amount is payable as a nornal or early retirement annuity.

SIGMFICAIIT CIIANGES:

None.

MILLIMAN & rcBERTSON, INC.
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TABLE 13
COORDINATED

Judges Retirement Fund

Summary of Plan Provisions

GEI\ERAL

Eligibility:

Contributionsz

Member:

Employer:

Allowoble Service:

Salary:

Average Salory:

RETIREMENT

Normal Retirement BeneJit:

Eligibility:

Amount:

A judge or justice of any court who is covered under the Social
Security Act

6.27% of salary. (Amended 1992)

22% of salary.

Service as a judge. Half credit is received for service not
compensated at an annual salary or for service while entitled to
practice law. Credit may also be earned for uncredited judicial
service if the appropriate employee contributions, with interest,
are made.

Sala.y set by law.

Average of the five highest years of sdary of the last 10 years
prior to retirement.

Age 65 and five years of Allowable Service. Age 70.

2.5Yo of average salary for each year of Allowable Service prior
to 7lll80 and 3Yo of Average Salary for each year of Allowable
Service after 6/30/80. Maximum benefit of 65Yo of salary for
the 12 months preceding retirement. (Amended 1992)

Early Retirement BeneJit:

Eligibility: Age 62 and five years of Allowable Service.

Amount: Normal Retirement Benefit based on Allowable Service and
Average Salary at retirement date with reduction of 0.5% for
each month the Member is under age 65 at time of retirement.

MILLIMAN & RC)BERXSON, INC.
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TABLE 13
COORDINATED

(Continued)

Form of Pryment: Life annuity:

- 50% or 100%joint and survivor
- 50% or l00Yo bounce backjoint and survivor
- l0 or 15 year certain and life

BeneJit Increases: Benefirc may be increased each January I de-
pending on the investrnent performance of the Minnesota
Post Retirement Investment Fund (MPRIF).

DISABILITY

Disability BeneJit:

Eligibility: Permanent inability to perform the functions of judge.

Amount: No benefit is paid by the Fund. Instead salary is continued
for one year but not beyond age 70. Employee contributions
continue and Allowable Service is earned.

Retirement After D isobility:

Eligibility: Member is still disabled after salary payments cease after one
year or at age 70, if earlier.

Amount: Larger of 25Yo of Average Salary or the Normal Retirement
Benefit, without reduction.

Benefit Increases: Same as for retirement.

MILLIMAI.I & ROBERXSON INC.
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TABLE 13
COORDINATED

(Continued)

DEATH

Survivor's BeneJit

Eligibility: Active or disabled Member dies before retirement or a
former Member eligible for a defened annuity dies.

Amount: Larger of 25Yo of Average Salary or 60Yo of Normal
Retirement Benefit had the Member retired at date of death.

Benefit paid to spouse for life. If no spouse, benefit is paid
to surviving dependent children until child marries, dies, or
attains age 18 (age 22 if full-time student).

BeneJit Increases: Same as for retirement.

Refund of Contrib utions:

Eligibili\n Member dies prior to retirement or former Member eligible
for a deferred annuity dies and suryivors' benefits are not
payable.

Amount: Member's contributions with 5olo interest.

TERMINATION

Refund of Contributions:

Eligibility: Terrrination of service as a judge.

Amount: Member's contributions with 5olo interest. A deferred annuity
may be elected in lieu of a refund.

MILLIMAN & ROBERISOI{, INC.
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TABLE 13
COORDINATED

(Continued)

Deferred BeneJit:

Eligibility: Five years of Allowable Service.

Amount: Benefit computed under law in effect at termination.
Amount is payable as a nornal or early retirement annuity.

SIGMT'ICAIYT CHANGES:

None.
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