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About our cover...

MSRS Mission Statement

This year’s Comprehensive Annual Financial Report (CAFR) is about 
you – our members and participants. 

demonstrate: 

 •    Our Executive Director and Board of Directors 

Together We Achieve Our Mission!
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Achievement Awards

P CP C  
Public Pension Coordinating Council 

 
Public Pension Standards Award 
For Funding and Administration 

2014  
 
 

Presented to 
 

Minnesota State Retirement System 
 

In recognition of meeting professional standards for  
plan funding and administration as  

set forth in the Public Pension Standards. 
 

Presented by the Public Pension Coordinating Council, a confederation of 
 

National Association of State Retirement Administrators (NASRA) 
National Conference on Public Employee Retirement Systems (NCPERS) 

National Council on Teacher Retirement (NCTR) 
 
 

 
Alan H. Winkle 

Program Administrator 
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Board Chairperson’s Report

Report for the Minnesota State Retirement System. 

mission possible. The Board of  Directors and staff  are 

interaction with us a positive experience. That’s our 
promise to you. 

on a market value of  assets basis. This year the 

revenues and decrease liabilities.

that MSRS administers and we appreciate your 

condition and will continue to take proactive 

responsibility to you and to the economic stability 

protection of  your assets.

and your important feedback.  

Board of  Directors
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Letter of Transmittal 

Board of  Directors
Minnesota State Retirement System

Dear Directors:

We are pleased to present this Comprehensive Annual 
Financial Report (CAFR) for the Minnesota State 

th year of  operation. The theme of  the 
report is The information 
contained in the report demonstrates the commitment 
of  MSRS staff  to be focused on the mission statement in 

year and the work we do every day are all part of  a con

plary customer service. 

ments of  
tained in this report is accurate in all material respects and 

controls exist to provide reasonable assurance that the 

to 

 section of  the 
This report is available online at 

.

About MSRS Funds

ciary net position (total assets minus total liabilities to 

Defined Benefit Funds

personnel

Correctional Employees Retirement Fund

Defined Contribution Funds
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participate in the Supplemental Retirement Fund for 

Major Initiatives

provisions for both retirement plans remain 

tion (CSC) was selected to provide professional/

COBOL batch applications to a more current 

provides an opportunity to streamline critical 

and productivity. Many controls are built into 
the new processes which ensure that adequate 
separation of  duties and reviews are in place 

for every critical activity. The iterations released 

computations and the processes. Application 

includes the calculation of  retirement estimates 

years MSRS is required by state law to solicit 

into a contract with the selected vendor. This is 

tion plans at MSRS.

and Standards Board (GASB) issued two new 

GASB Statement No. 67, Financial 

Reporting for Pension Plans – an Amend-

ment of  GASB Statement No. 25, and GASB 
Statement No. 68, Accounting and Financial 

Reporting for Pensions – an amendment of  

GASB Statement No. 27. The standards are a 

now have two actuarial valuations performed 

new GASB statements. MSRS implemented the 
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new required supplementary information. GASB 

of  Minnesota.

established redundant data center. This center 

business will be minimally impacted in the event 
of  a business interruption. The MSRS phone 

a business interruption in the event of  the sever

which will be used both for business continuity 

tion for members. 

tional Employees Retirement Funds. Employer 
and employee contribution rates were increased 

plans to be achieved for two consecutive years 
rather than one.  This action results in less 

from year to year.

Future plans include the completion of  the Aurora 

the Teachers Retirement Association (TRA) for combined 

that currently hosts Aurora. Millions of  records that have 

electronic format and stored in Aurora. The new MSRS 
website will be deployed. And there will be additional 

continued development of  a comprehensive security 

new standard requires employers to report a net pension 
liability and pension expense or income on the face of  the 

Financial Information

Accounting System and Reports

by GASB. Transactions are reported on the accrual 

Letter of Transmittal
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SUMMARY STATEMENT OF CHANGES IN FIDUCIARY NET POSITION 
ALL MSRS PENSION TRUST FUNDS

(Dollars in thousands)

                                                           
Source                                                        FY 2014             FY 2013                 FY 2014                  FY 2013

Net Increase (Decrease) 

Independent Audit 

reviewed the adequacy of  our internal controls over 

 of  this CAFR.

Financial Summary
The schedule below is a comparative summary of  total 

and employer contributions and net investment income. 

Actuarial Valuations

MSRS contracted with Gabriel Roeder Smith & Company 

found in the  in the 
 of  this CAFR.
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Letter of Transmittal  

HIGHLIGHTS OF THE 2014 ACTUARIAL VALUATIONS 
(Dollars in thousands)
                                                                    Actuarial Value       Actuarial Accrued                   Funded             Contribution

                                                              

  

Funding Status

tion requirements to determine how much employers and 
members should contribute to maintain appropriate fund

administrative expenses. 

expressed in dollars because it is a closed plan) for each 

mined on an actuarial value of  assets basis as of  the  

to the improved investment performance and contribution 

ratio determined on a market value of  assets basis. For the 

formula) are expected to ultimately reduce the cost of  

valuation results. 
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ensure that the retirement systems are adequately funded 

employee and employer contribution rates to eliminate 

MSRS Board approved increases in both the employee 
and employer contribution rates. The contribution rate 

increases to employee and employer contribution rates 

two consecutive actuarial valuations with contribution 

employer and employee contribution rate increases also 

The assumptions and actuarial methods used in the tradi
Minnesota 

determine the actuarial accrued liabilities and required 

plans. All other actuarial methods and assumptions remained 

of  this report. 

Investment Results 

Board of  Investment (SBI) invests the assets of  MSRS’ 

Investment Advisory Council (IAC) to the board (which 

detailed in 

establishes asset allocation and other investment policies and 

funds under its control. 
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Letter of Transmittal

COMBINED FUNDS ASSET MIX AND MARKET INDICES 

Awards

year only. We believe that our current comprehensive 

We are also very pleased to report that MSRS 

These standards were developed by a coalition of  three 
associations that represent public pension funds who 

systems for the past twelve years. MSRS is proud to be 
a recipient of  this award.

Membership Report

This report provides complete and reliable information 

MSRS’ website at  http://www.msrs.state.mn.us/
. A summary of  the CAFR will 

be published in the next issue of  the MSRS’ 
newsletter
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Organization Chart
As of June 30, 2014
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Summary of Plan Provisions 
Defined Benefit Retirement Funds

Plan descriptions are not all inclusive. Descriptions provide general information only.

• • Military Affairs: Minnesota 
  Department of  Military Affairs 
  personnel on active duty
 
• Transportation Pilots: pilots 
  and chief  pilots employed by the 
  Minnesota Department of  
  Transportation
 
• Fire Marshals: employees of  

 

•
  and certain crime bureau and 
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JUDGES

• Certain state employees who    

  with inmates or patients at 
  Minnesota Correctional 

  the Minnesota Sex Offender   

•

 
• Retirees include former 
  municipal and county court   

 
•

 
•
  appointed or elected before 

•
  appointed or elected after 

 
•
  years of  allowable service as 

• 

 
• 

•

  and who chose to retain 
  
 
•

 
• All current constitutional   

  plan is closed. 
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Summary of Plan Provisions 
Defined Benefit Retirement Funds (continued)

• Employee:
 
• Employer:
 
• Both employee and employer rates

 
 
• Employee contributions are “picked 

 

Military Affairs: 
• Employee: 6.6 percent of  salary 

• Employer: 6.6 percent of  salary 

• Both employee and employer rates 

 
 
Transportation Pilots: 
• Employee: 6.6 percent of  salary 

• Employer: 6.6 percent of  salary 

• Both employee and employer rates 

 
 
 Deputy Fire Marshals: 
• Employee:  

• 

 
• Employer:  

• 

• Employee:
 
•

 
•  
 
• Employer:
 
•

 
•  
 
•
  is paid annually to the fund until both   

  Retirement Fund and the MSRS State 

  percent funded on a market value of  
  assets basis.

VESTING:

Members hired before July 1, 2010:   
• Three years of  allowable service 
 
Members hired after June 30, 2010:  
• Five years of  allowable service

• Same as General Employees Members hired before July 1, 2013:   
• Three years of  allowable service 
 
Members hired after June 30, 2013:  
• Ten years of  allowable service
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JUDGES

• Employee:
  of  salary

• 

• Employer:
  of  salary

• 

Tier 1: 
• Employee:
  of  salary 

• Employer:
  of  salary 

• 
  contributions are redirected   

  after the member reaches 
  the maximum retirement 

 
 
Tier 2: 
• Employee:
  of  salary 

• Employer:
  of  salary 

• Employee:
  of  salary 
 
 
• Employer: funded by annual   

  from the State’s General 
  Fund

•
  appropriation from the State’s
  General Fund

VESTING:

Members hired before 
July 1, 2010:  
• 
  years of  allowable service

Members hired after 
June 30, 2010: 
• 

  percent vested after ten 
  years of  allowable service

• Five years of  allowable 
  service

• Six years of  allowable 
  service 
 

• 
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Vested employees hired before 
July 1, 1989: 
•  

• 

 

•  

• 
  years of  service 
 
Vested employees hired after 
June 30, 1989: 
• 

 

• 

For vested Military Affairs members: 
•  
 
For vested Transportation Pilots: 
•  
 
For vested Fire Marshals: 
•  

For vested employees: 
•  

•  

• 
  
50, 75, or 100 percent Joint-and-
Survivor with a bounce-back feature:       
• 

  after the member death   

• 

  if  the survivor dies before the member 
 

 
• 

 

• If  the member dies before he or she   

• Same as General Employees • Same as General Employees

Summary of Plan Provisions 
Defined Benefit Retirement Funds (continued)
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JUDGES

For vested employees:
• 

• 

For vested employees: 
Tier 1: 
• Normal 
  mandatory retirement is at    

 
 
Tier 2: 
• Normal 
  mandatory retirement is at 

 
 
Tier 1 and Tier 2: 
• Reduced 

For vested employees: 
• 

 
• 

For vested employees: 
• 

 
• 

• Same as General Employees • 

• 

 

• 

    remain the same if  the 
    survivor dies before the    
    member (without the    

• 
  Thereafter

• 

• 

• 
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Employees hired before July 1, 1989: 
• 
 

  years of  allowable service. 
 
  OR
 

  salary for each year of  allowable 

 
 
• There is no reduction if  the member’s   

Employees hired after June 30, 1989: 
• 
  for each year of  allowable service.   

  the member is under the normal 
 

 
 

• 

  employer contributions to deferred  
  compensation and tax sheltered 

 
 
• 

  successive month period with the 

• Same as General Employees •
  salary for each year of  allowable   

  above the service cap are refunded 
  at retirement.  
 
•

Summary of Plan Provisions 
Defined Benefit Retirement Funds (continued)
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JUDGES

Employees hired before 
July 1, 2010:  
• 

  of  allowable service 

Employees hired after 
June 30, 2010:  
• 

  of  allowable service 

• Members have the option 

  thereafter. This will provide 

  permanent amount to cover 

  years.

: 
• 

  of  allowable service prior to  

  for each year of  allowable   
 

• 

 
 

: 
Judges elected before 
July 1, 2013: 
• 

  of  allowable service prior 

  year of  allowable service 

Judges elected after 
June 30, 2013: 
• 

  of  allowable service 

• 
 

 

Programs: 
• 

  employment.

January 1, 1979:   
• 

  subsequent years 
 

December 31, 1978:  
• 

 
 

•
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•
  
 
•

  on a market value of  assets (instead 
  of  an actuarial value of  assets) basis 
  for two consecutive years.
 
•

  increase date will receive a pro rata  
  increase.

• Same as General Employees •

 
•

  on a market value of  assets basis for 
  two consecutive years.
 
•

  on a market value of  assets basis for   
  two consecutive years.

• If  a member dies while still an active  

  
  refund if: 
 
(a) The member was hired prior to 

  OR 
 
(b) The member was hired after 

years of  service at death. 
 
• 

 
 

• Same as General Employees • If  a member dies while still an active     

 
 
(a) The member was hired before 

  OR 
 
(b) The member was hired after 
June 
years of  allowable service. 
 
• 

  annuity when the employee would 
 

 
• 

 

Summary of Plan Provisions 
Defined Benefit Retirement Funds (continued)

                    MSRS 2014 Comprehensive Annual Financial Report - 28

2042_19911_CC14.indd   28 1/7/15   3:36 PM



JUDGES

• Same as General Employees •

 
•

  market value of  assets basis 
  for two consecutive years.
 
•

  market value of  assets basis 
  for two consecutive years.

•

 
•

  when the funded ratio of  the
  State Employee Retirement   

  determined on a market 
  value of  assets basis for two
  consecutive years.

• 

• 

  annuity. 

• If  a member dies while still 

 
 
(a) 

  OR 
 
(b) 60 percent of  the normal 

member retired at the date 
of  death.   
 
• 

•

  a former member with six 
  years of  service. The survivor 

  date of  death and is based on  
  the member’s allowable service 

 
•

  additional child.
 
•
  to children and the spouse is 

• 
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:

Disability Eligibility: 
• (a) At least three years of  allowable   

  disability 

  OR 

  (b) 

 
• Totally and permanently disabled is   

  reason of  any medically determinable  
  physical or mental impairment that 
  has existed or is expected to continue 
  for a period of  at least one year. 
 
Calculation: 
• 

 
 

Disability Eligibility: 
• At least three years of  service and 
  unable to perform duties 
 
Calculation: 
• Military Affairs:

  with no reduction.
 
• Pilots:

 
• Deputy Fire Marshals: Minimum 

Disability Eligibility: 
• Job-related:
  duties as a direct result of  a disability   

  no service time requirement. 
 
• Regular (non job-related): At least 
  one year of  service and unable to 
  perform duties   
 
Calculation: 
• Job Related:

  service 
 
• Regular:
  based on salary and years of  service.  

 

Summary of Plan Provisions 
Defined Benefit Retirement Funds (continued)

                    MSRS 2014 Comprehensive Annual Financial Report - 30

2042_19911_CC14.indd   30 1/7/15   3:36 PM



JUDGES

:

Disability Eligibility:
• Job-related: The disability 
  must result from an incident   

  employee. There is no  
  service time requirement

• Regular (non job-related): 
   • For employees hired before 

     covered correctional service

   • For employees hired after 

     must be vested

• Both Regular and Job 
  Related: Member is 

Calculation:
• Job Related:

  successive years of  salary plus   

  and ten months of  allowable 
  service

• Regular: Normal Correctional  

  years of  service. If  hired 

  is calculated with a minimum 

Disability Eligibility: 
• Member is permanently 
  unable to perform duties of  

 
 
Calculation: 
• 

  will receive a continuation of    

 
• If  disability continues after   

  are equal to the normal 

  reduction applied.

• None • None
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REFUNDS:

• When a member ends employment 

  can be refunded. Refund will include 
  6.0 percent interest compounded daily 

  thereafter.

• Same as General Employees • Same as General Employees

FUND STRUCTURE CHANGE:

• Not applicable • Not applicable • Not applicable 

Summary of Plan Provisions 
Defined Benefit Retirement Funds (concluded)
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JUDGES

REFUNDS:

• Same as General Employees • Same as General Employees • Same as General Employees • Same as General Employees

FUND STRUCTURE CHANGE:

• Not applicable • Not applicable • 

  Retirement Fund is 
  administratively consolidated   

  provisions for both 
  retirement plans remain 

• 

  Retirement Fund is 
  administratively consolidated   

  provisions for both 
  retirement plans remain 
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Summary of Plan Provisions 
Defined Contribution Retirement Funds

Plan descriptions are not all inclusive. Descriptions provide general information only.

• Internal Revenue Code (

• 

 

• 

• 

• 

• 

• • Available to all public employees in the state of  Minnesota

• 

Employee:
• 

Employer: 6.0 percent of  salary

• 

• May include severance pay

BENEFITS:

• 

  6.0 percent interest assumption 

• 

• 

  health care expenses.    

REFUNDS:

• Account value 
 

• None   

• 

  lnternal Revenue Code.     
• 
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• 

• 

• 

• 

• Optional for all state employees and political subdivision   
  employees

• 

• 
  period minimum

• 
  employees.

• 

• Employee:

• Employer:

BENEFITS:

• Account balance  
  

• Account balance  
 

REFUNDS:

• None  • None  
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• Money Market Account 
• Fixed Interest Account 
• Bond Market Account 
• Income Share Account 
• Common Stock Index Account 
• Growth Share Account 
• International Account

• Money Market Account 
• Fixed Interest Account 
• Bond Market Account 
• Income Share Account 
• Common Stock Index Account 
• Growth Share Account 
• International Account

ADMINISTRATIVE FEES:

Through December 31, 2013: 
•  
• 

 
• 

Effective January 1, 2014: 
•  
• 

 
• 

 
• 

• 

• 
  and deducted from participant accounts on a monthly basis

• 

:

•  

• 

• Termination of  employment

• After retirement

• 

• Employees rehired in a position with their previous public   

  medical insurance can request reimbursements with funds 

• 

• 

• 

•  

Summary of Plan Provisions 
Defined Contribution Retirement Funds (continued)
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• Various retail mutual funds contracted by the Minnesota 
  State Board of  Investment (SBI) 
•  
• The SBI Supplemental Investment Fund Fixed Interest 
  Account and Money Market Account 
• 
  Global Advisors 

  
• Money Market Account 
• Bond Market Account 
• Income Share Account 
• Common Stock Index Account 
• Growth Share Account 
• International Account

ADMINISTRATIVE FEES:

• 
  deducted from participant accounts on a monthly basis

• 
  participant’s account

• 

• 

• 
  and deducted from participant accounts on a monthly basis

• 

  deducted from the participant accounts on a monthly basis.

• 

  deducted from the participant accounts on a monthly basis.

:

• Termination of  service or death

• 

• Termination of  service or death

• Retirement

• 

• 

• 

• 

• Combinations of  the above options

• 
½.

• 

• 

• 
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•

•

  appointment.

• Not applicable 

:

•
  distributions and other requests. 

• ™

• 
™ family of  companies.

Summary of Plan Provisions 
Defined Contribution Retirement Funds (concluded)
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• Not applicable • Not applicable 
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Independent Auditor’s Report

 

 OFFICE OF THE LEGISLATIVE AUDITOR 
  STATE OF MINNESOTA   •   James Nobles, Legislative Auditor 
 

Room 140 Centennial Building, 658 Cedar Street, St. Paul, Minnesota  55155-1603  •  Phone:  651-296-4708  •  Fax:  651-296-4712 

E-mail:  legislative.auditor@state.mn.us  •  Website:  www.auditor.leg.state.mn.us  •  Minnesota Relay:  1-800-627-3529 or 7-1-1 

OL A 
 

Independent Auditor’s Report 
 

Members of the Board of Trustees 
Minnesota State Retirement System  
 
Mr. Dave Bergstrom, Executive Director 
Minnesota State Retirement System 
 
 
Report  on the Financial  Statements 
 
We have audited the accompanying basic financial statements of the Minnesota State Retirement System 
(MSRS) as of and for the fiscal year ended June 30, 2014, and the related notes to the financial 
statements, as listed in the Table of Contents.   
 
Management’s Responsibil i ty for the Financial  Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal controls relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibil i ty 
 
Our responsibility is to express an opinion on these financial statements based on our audit.  We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States.  Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free of material 
misstatement.  An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s judgment, 
including the assessment of the risks of material misstatement of the financial statements, whether due to 
fraud or error.  In making those risk assessments, the auditor considers internal controls relevant to 
MSRS’s preparation and fair presentation of the financial statements in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of MSRS’s internal controls.  Accordingly, we express no such opinion.  An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements.  We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Minnesota State Retirement System as of June 30, 2014, and the changes in 
financial position for the period then ended in conformity with accounting principles generally accepted 
in the United States of America. 
 
  

Independent Auditor’s Report

Members of the Board of Trustees
Minnesota State Retirement System 

Mr. Dave Bergstrom, Executive Director
Minnesota State Retirement System

Report on the Financial Statements

Management’s Responsibility for the Financial Statements

-

Auditor’s Responsibility

-

contained in Government Auditing Standards

-

-

appropriate in the circumstances, but not for the purpose of expressing an opinion on 
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Members of the Board of Trustees
Mr. Dave Bergstrom, Executive Director

opinion.

Opinion

Emphasis about a Matter – GASB and Statutory Financial Reporting Requirements

-
-

dard, Statement Number 67, Financial Reporting for Pension Plans

-

Minnesota Statutes

-

-
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Independent Auditor’s Report

-

-

Required Supplementary Information

-
-

-

-

and comparing the information for consistency with management’s responses to our 

Other Information Included with the Financial Statements

-

Members of the Board of Trustees
Mr. Dave Bergstrom, Executive Director
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-
-

-

Other Reporting Required by Government Auditing Standards

Government Auditing Standards
-
-

an audit performed in accordance with Government Auditing Standards 

                         

Members of the Board of Trustees
Mr. Dave Bergstrom, Executive Director
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Financial Highlights  

• Total additions to all MSRS pension trust funds 

result of  favorable market performance. 

investment rate of  return (net of  fees) for the state of  

MSRS retirement fund investment activities can be 
found in the  of  this report. 

• Total deductions from all MSRS pension trust funds 

and contribution rate increases. On an actuarial value of  

valuation.  

Overview of the Financial Statements

Supplemental Retirement Fund. All of  these pension 

for MSRS’ pension trust funds:
• The 

• The 

Consistent with 

(found 

results of  operations of  MSRS retirement funds to our 

statements users. This CAFR also provides readers with  

comparable to that of  other public employee pension 

Management’s Discussion and Analysis

We, the management of the Minnesota State Retirement System (MSRS), present this discussion and 
analysis of MSRS’ financial activities for the fiscal year ended June 30, 2014. We encourage you to read 
the information contained in this narrative in conjunction with the transmittal letter that begins on page 10, 
the financial statements with explanatory notes, and required supplementary information contained in this 
section of the Comprehensive Annual Financial Report (CAFR).
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SUMMARY STATEMENT OF FIDUCIARY NET POSITION – ALL MSRS PENSION TRUST FUNDS

(Dollars in thousands)

                                                   FY 2014          FY 2013                  Change             % Change
Total Assets and

Net Position Restricted
    for Pensions
    

The  provides a snap

owed are reported at fair value as of  that date. The  

difference between the sum of  total assets and deferred 

table below.

amounts reported for computer software increased pri

developed internally for our participant account system. 

collateral. 

substantial increase was primarily due to investment 

The 
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Management’s Discussion and Analysis (continued)

SUMMARY STATEMENT OF CHANGES IN FIDUCIARY NET POSITION – ALL MSRS PENSION TRUST FUNDS

(Dollars in thousands)

                                                                    FY 2014             FY 2013            Change           % Change
ADDITIONS (BY MAJOR SOURCE)    

Total Additions $3,710,781 $2,893,439 $817,342 28.25%
    
DEDUCTIONS (BY TYPE)    

Total Deductions $1,143,272 $1,062,727 $80,545 7.58%

Net Increase (Decrease) in Net
  Position Restricted for Pensions $2,567,448 $1,830,712 $736,736 40.24%

Domestic and international equity pools experienced 

Total plan member and employer contributions increased 

primarily due to the increase in the number of  retirements 
and service terminations. Refunds increased due to 
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 consists of  three new 

• 

These schedules are intended to show information for 

current year is presented. Additional yearly data will be dis

and to provide historical context for each pension plan’s 

the notes to RSI presented with each schedule. 

Supplementary schedules include the 

. 

employer schedules to the  of  this report:   
a 
sion plans (the State Employees and Correctional Employ

  

from the implementation of  GASB Statement No. 65, 

The 

section is described below. 

 – This section 

approach. 

 – This section describes 

retirement funds. 

 – This section 

 – This section 

that merit disclosure because they are essential to a user’s 

6.  – This section of  
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Financial Analysis of 
MSRS’ Individual Funds

retirement funds has some characteristics that are different 

retirement funds also have some characteristics in 

Analysis of the Defined Benefit Funds

funded primarily by annual state of  Minnesota General 
Fund appropriations.

SUMMARY STATEMENT OF FIDUCIARY NET POSITION – MSRS PENSION TRUST FUNDS
DEFINED BENEFIT PLANS

(Dollars in thousands)

                                                                    

    

    

     

    

Management’s Discussion and Analysis (continued)
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 State Employees Retirement Fund
Fiduciary net position for the State Employees 

accounted for a substantial portion of  total additions. 
Total plan member and employer contributions increased 

SUMMARY STATEMENT OF CHANGES IN FIDUCIARY NET POSITION – MSRS PENSION TRUST FUNDS
DEFINED BENEFIT PLANS

(Dollars in thousands)

                                                                    

    

    

    
Net Increase (Decrease) for the 

Net Increase (Decrease) for the 

 GASB 
Statement No. 65, Items Previously Reported as 
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State Patrol Retirement Fund 

of  assets basis. No contribution rate increases took effect 

Correctional Employees Retirement Fund
Fiduciary net position for the Correctional Employees 

additions. Total plan member and employer contributions 

Management’s Discussion and Analysis (continued)

Judges Retirement Fund

plan member and employer contributions. Net investment 

Legislators Retirement Fund

Fund consists of  two retirement plans closed to new 

State General Fund appropriations. 
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decreased substantially in comparison to the prior year. In 

appropriations.

Analysis of the Defined Contribution Funds

affected by the same favorable investment market 

individual security type offered to plan participants is 

Compensation Fund mutual funds also experienced 

Unclassified Employees Retirement Fund

as a result of  an increase in participant administrative 

under the State Employees Retirement Fund (General 

Health Care Savings Fund
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Minnesota Deferred Compensation Fund
Fiduciary net position for the Minnesota Deferred 

 Hennepin County Supplemental Retirement Fund

due to favorable market performance of  participants’ 

retirement distributions. 
 
Actuarial Valuation Results

conducted two actuarial valuations for each MSRS 

assumes a different set of  actuarial methods and 

 GASB Statements No. 67 and No. 68 Actuarial 
   Valuations

To comply with GASB Statement No. 67, Financial  
Reporting for Pensions, an amendment of  GASB 
Statement No. 25

compliance with GASB Statement No. 68, Accounting 
and Financial Reporting for Pensions, an amendment 
of  GASB Statement No. 27. 

 of  this 

 Funding Actuarial Valuations

performance and contribution rate increases. For these 

security of  the retirement funds. 

Management’s Discussion and Analysis (concluded)
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all of  the funded ratios for the retirement funds 

ratios due to favorable investment performance and 

State Employees and Correctional Employees Retirement 

to two consecutive years.

 
Economic downturn could result in the deterioration of  
the funded status of  the retirement funds. Investment 

security of  our funds.

found in the 
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Request for Information 
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The accompanying notes are an integral part of the financial statements.

Statement of Fiduciary Net Position

(Dollars in thousands)
State 

Employees
State 
Patrol

Correctional
Employees

Judges

Assets
Cash

       Total Cash & Short-term Investments

Receivables
   Accounts Receivable
   Accrued Interest             0             0             0

   Due from the State’s General Fund                  0             0             0             0
   Other Receivables             6
       Total Receivables         $60
Investments (at fair value)

   Supplemental Investment Fund                  0             0             0             0
   Mutual Funds                  0             0             0             0
       Total Investments 

Capital Assets
   Land           $0           $0           $0

(Net of  Depr.)             0             0             0
 (Net of  Depr.)             0             0             0

(Net of  Amort.)             0             0             0
   Computer Software             0             0             0
           Total Capital Assets           $0           $0           $0
       Total Assets $12,756,375 $739,975 $973,375 $194,636

Deferred Outflows Of Resources

               $0           $0           $0           $0

Liabilities

   Compensated Absences             0             0             0

   Due to the State’s General Fund                  0             0             0             0
            0             0             0
            0             0             0
            0             0

  $1,257,771   $72,635   $96,319   $19,080

Deferred Inflows Of Resources

               $0 $0           $0           $0

Net Position Restricted for Pensions   $11,498,604 $667,340  $877,056   $175,556
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Employees
Health Care 
Savings Plan

MN Deferred 
Compensation

Hennepin County 
Supplemental

Totals

          $0           $0              $0          $0

      $0
        0             0             0                0            0

            0             0                0            0
        0             0             0                0            0                  0

          $0           $0              $0          $0
            0             0                0            0
            0             0                0            0
            0             0                0            0
            0             0                0            0

        0
        0             0             0            0

      $0           $0           $0              $0          $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
$9,662 $330,275 $698,751 $5,736,549 $151,168 $21,590,766

      $0           $0           $0              $0          $0               $0

        0             0             0                0            0

            0             0                0            0
        0             0             0                0            0
        0             0             0                0            0

            0             0                0            0
$1,404    $4,538   $11,336      $72,351    $1,895   $1,537,329

      $0           $0           $0              $0          $0                $0

 $8,258  $325,737   $687,415   $5,664,198 $149,273   $20,053,437
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The accompanying notes are an integral part of the financial statements.
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Statement of Changes in Fiduciary Net Position

(Dollars in thousands)
State 

Employees
State 
Patrol

Correctional
Employees

Judges

Additions
Contributions

   Employer Contributions
   General Fund Contributions                  0             0             0             0
Total Contributions

Investment Income
Investment Income
Less Investment Expenses
   Net Investment Income

      Borrower Rebates 

Net Income From Securities

Total Net Investment Income

          $0           $0           $0
   Other Income             0             0

          $0           $0

Total Additions   $2,109,705 $128,011 $182,846   $41,015

Deductions

                0             0            0             0
                0             0            0             0

   Refunds             0
                0             0            0             0

   Recordkeeper and Custodian Expenses                 0             0            0             0
   Administrative Expenses
   Other Expenses             0             0
Total Deductions     $644,539  $53,872  $52,947   $20,857

Net Increase (Decrease) in Net Position   $1,465,166   $74,139 $129,899   $20,158 

Net Position Restricted for Pensions
Beginning of  Year, as Reported $10,033,499 $593,201 $747,157 $155,398

            0             0             0
Beginning of  Year, as Restated $10,033,438 $593,201 $747,157 $155,398

End of  Year $11,498,604 $667,340 $877,056 $175,556
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Employees
Health Care 
Savings Plan

MN Deferred 
Compensation

Hennepin County
Supplemental

Totals

           0             0                0
            0             0                0             0

         $0           $0               $6           $0

         $0           $0           $0               $0           $0
           0
         $0

   $5,287   $61,133 $170,914    $988,800   $23,070   $3,710,781

 
          $0           $0               $0            $0

           0             0             0
           0             0                0             0

            0
           0             0                0             0
           0

           0
  $8,522  $28,637   $71,200    $255,469     $7,229   $1,143,272

  $(3,235)  $32,496   $99,714    $733,331   $15,841   $2,567,509 

 $11,493 $293,241 $587,701 $4,930,867 $133,432 $17,485,989
          0             0             0                0             0
 $11,493 $293,241 $587,701 $4,930,867 $133,432 $17,485,928

  $8,258 $325,737 $687,415 $5,664,198 $149,273 $20,053,437
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Notes to the Financial Statements

1. Summary of Significant Accounting  
    Policies

A. Basis of Presentation and Basis of      
    Accounting

Basis of Presentation

America.

 GASB Statement No. 65, Items Previously           
 establishes   

 reclassify certain items previously reported as              

GASB Statement No. 67, Financial Reporting for 
 Pension Plans – An Amendment of  GASB 
 Statement No. 25

 Statement replaces the requirements of  GASB 

 and Note Disclosures for 
and GASB Statement 

 No. 50, Pension Disclosures – an Amendment   
 of  GASB Statements No. 25 and No. 27

 
 This Statement enhances note disclosures and 
 Required Supplementary Information (RSI) for both  

 plans. It also requires the presentation of  new 

 
Basis of Accounting 

when due and payable in accordance with the terms of  

incurred.

B. Assets, Deferred Outflows of Resources,   
 Liabilities, Deferred Inflows of Resources,  
 and Net Position Restricted for Pensions

Cash and Cash Equivalents
 
 cash equivalents include cash on deposit in the state’s  

 receipts not yet processed as of  the investment cutoff   

 Minnesota State Board of  Investment (SBI) staff  

These notes provide disclosures relevant to the basic financial statements on the preceding pages.
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EXHIBIT 1: FISCAL YEAR 2014 EMPLOYEE AND EMPLOYER STATUTORY 
CONTRIBUTION RATES FOR MSRS RETIREMENT FUNDS, WHERE APPLICABLE

Retirement Fund                                   Employee Contribution Rate                    Employer Contribution Rate

Funded by appropriation 
from the State’s General Fund                                                                                                           

Accounts Receivable
 

EXHIBIT 1. 

shown in EXHIBIT 2 
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 Interfund Receivables, Payables, 
 and Transfers
 The purpose of  interfund receivables and payables   

 Employees Retirement Fund. Interfund transfers are  

EXHIBIT 2: FISCAL YEAR 2014 PLAN ADMINISTRATIVE FEE SCHEDULE 
FOR MSRS DEFINED CONTRIBUTION RETIREMENT FUNDS

   Retirement Fund                 Rate Schedule                                                     

     
     

     

     
     

      $6 per month for an account balance that is    

     

 Due From/To the State’s General Fund
 

 reported as revenue on the 

 administrative expenses. The amount due from the  

 funds receivable to cover each fund’s share of  

 represents the unused portion of  the full appropriation

Notes to the Financial Statements (continued)
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 Investments
 The Minnesota State Board of  Investment (SBI) 
 is established by Article XI of  the Minnesota 
 Constitution to invest all state funds. The membership  

 Council (IAC) to advise the SBI and its staff  on 
 investment related matters. MSRS’ Executive Director  
 is a permanent member of  the IAC. 

Investment Policy

all funds under its control. These investment policies are 
tailored to the particular needs of  each fund and specify 

periodically. 

(Dollars in thousands)

                                                                                                                                     Amount
MSRS Fund Pooled Accounts                             As of  June 30, 2014                                                                                                       

Total Investment Pools

Total MSRS Investment Portfolio $20,020,246

Description of Significant Investment Policy 
Changes During the Year

Participation in the State’s Combined 
Investment Funds 

referred to as the Combined Funds. 

fund owns an undivided participation in all of  the assets 
of  the Combined Funds’ pooled investment accounts. 

EXHIBIT 3 displays 

2042_19911_CC14.indd   63 1/7/15   3:37 PM



   

                     MSRS 2014 Comprehensive Annual Financial Report - 64

Investment Expenses

transactions is included in the transaction price. Investment 
expenses include administrative expenses of  the SBI to 

assets. These expenses are allocated proportionately to 

Details of  these expenses are presented in the 

 found within the unaudited 

more detailed schedule of  fees and commissions the SBI 

information may be obtained from the Minnesota State 
Board of  Investment at the Retirement Systems of  

Other Expenses in the 

Asset Allocation 

Combined Funds that includes allocations to domestic 

EXHIBIT 4 

Valuation of Investments

Supplemental Investment Fund and the Minnesota 

at fair value. Fair value is the proportionate share of  the 
combined market value of  the investment portfolio of  
the SBI investment pool in which the funds participate. 
All securities within the pools are valued at fair value 

Interactive Data Services valuation system. This service 
provides prices for both actively traded and privately 

valuation service provided by Reuters and market value 
is the last reported sales price for securities traded on 

independent appraisals. 

 Values of  actively traded securities determined by 

 market manipulation. 
 Values of  securities not actively traded are determined  

 analysts whose results would not vary materially from  

 fair value of  investments is based upon valuations

 approximates fair value. The fair value of  real estate  
 investments is based on independent yearly appraisals.  
 Investments that do not have an established market  
 are reported at estimated fair value.

Investment Income

Accrued investment income of  the pooled investment 
accounts is included in participation in the accounts. 

on the transaction date.

Notes to the Financial Statements (continued)

2042_19911_CC14.indd   64 1/7/15   3:37 PM



  MSRS 2014 Comprehensive Annual Financial Report - 65

Alternatives is invested in Fixed Income. When the actual 

EXHIBIT 4: 
SBI TARGET ASSET ALLOCATIONS AND LONG TERM EXPECTED REAL RATE OF RETURN

Asset Class                                      Target Allocation      of  Return (Geometric Mean)

Total 100%

tal market expectations from a number of  investment 

to derive the nominal rate of  return for the portfolio.

EXHIBIT 5: MONEY-WEIGHTED RATE OF RETURN

                                                     Money-weighted                                                                                          
Retirement Plan                            rate of  return

Annual Money-Weighted Rate of Return

calculated as the internal rate of  return on pension plan 

Inputs to the internal rate of  return calculation are de
termined by actual date. Because the pension plans each 

presented in EXHIBIT 5. 
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 Capital Assets 

 internally developed or acquired software intended 
 for MSRS use only. With the exception of  internally

 shown in EXHIBIT 6.

EXHIBIT 6: CAPITAL ASSETS ESTIMATED USEFUL LIVES 

Land   N/A

 Deferred Outflows/Inflows of Resources

 reports a separate section for deferred

 statement element represents a consumption of  net
 position that applies to future periods and so will 

 (an expense) until then. 

 also reports a separate section for   

 cial statement element represents an acquisition of    
 net position that applies to future periods and so will

 (revenue) until that time.

 Net Position Restricted for Pensions
 Net position represents the sum of  total assets and   

 as net position is restricted for the future payment 

 expenses.

 Accrued Compensated Absences

 is vested or expected to become vested.

 Other Income

 funds represents its proportionate ownership share   

 revenues. Other income for these funds also includes  
 employer late fees submitted with payroll contributions  

 retirement funds represents participant plan 

 ments from various mutual fund companies.

 perform various business support services. For the   

 the excess of  participant plan administrative fee income  

 expenses is returned to the County.

Notes to the Financial Statements (continued)
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Refunds 

 of  their retirement deductions with interest 

 employer contribution amounts. When a member   

 also include rollovers to an individual retirement 

 distributions to plan participants equal to all or a 

 or losses. Refunds may be in the form of  cash 

 
 Administrative Expenses

 MSRS administrative expenses are disbursed from 
 the State Employees Retirement Fund. While no 

 an approved cost reallocation plan to the various 
 funds administered. Each fund then reimburses the
 State Employees Retirement Fund for their allocated
 portion of  administrative expenses.

2. Accounting Changes

A. Changes in Accounting Principles
The implementation of  GASB Statement No. 65, 

 

separately in the 

B. Additional Financial Reporting Standards
GASB recently issued two other pronouncements that 

the data they require to implement the new standards. 

GASB Statement No. 68, Accounting and 
 Financial Reporting for Pensions – an 
 amendment of  GASB Statement No. 27

 requirements of  GASB  Statement No. 27, 

 Governmental Employers and GASB 
 Statement No. 50 Pension Disclosures – an 
 amendment of  GASB Statements No. 25 and 
 No. 27

 comparably measure the annual costs of  pension 

 supplemental employer schedules within the 

 to supply data required for the employer GASB 
 implementation.

 GASB Statement No. 71, Pension Transition 
 for Contributions Made Subsequent to the 
 Measurement Date – An Amendment of  GASB 
 Statement No. 68
 application of  the transition provisions of  GASB 

 potential understatement of  balances that could arise 

 employers are required to implement this Statement 
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3. Description of System and Plans

A. Organization
The Minnesota State Retirement System (MSRS) is the 

disclosure of  the Minnesota Statutes (MS) that set forth 

other plan provisions:

 State Employees Retirement Fund 
 

  State Patrol Retirement Fund 
 

  Correctional Employees Retirement Fund 
 

  Judges Retirement Fund 
 

   
 

enthetical disclosure of  the Minnesota Statutes pertinent 
to plan administration: 

 
 

  Health Care Savings Fund 
 

  Minnesota (MN) Deferred Compensation Fund  
 

  Hennepin County Supplemental Retirement Fund 
 . 

requirements for all MSRS administered retirement funds.

of  all plans that MSRS administers. MSRS employees are 

B. Participating Employers

C. Reporting Entity
MSRS functions as a separate statutory entity. The system 

of  the State of  Minnesota and are included in the State’s 

funds. MSRS does not have any component units and this 

D. Defined Benefit Plans
      Membership Statistics, Fund Descriptions, 
 and Contribution Information for the Defined  

 Benefit Funds 

EXHIBIT 7 on the  

 follow. 
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EXHIBIT 7: MEMBERSHIP STATISTICS – DEFINED BENEFIT FUNDS

                                                                State               State       Correctional      

    Total Members Receiving

Terminated Members

    Total Terminated Members 22,290 61 1,616 16 63 24,046
Active Members

    Total Active Members  49,663 858 4,504 316 24 55,365

Grand Total Members 106,682 1,904 8,637 667 462 118,352

Participating Employers 

State Employees Retirement Fund 
The State Employees Retirement Fund includes the Gen

of  the Departments of  Military Affairs and Transporta

employees who are not members of  another plan are 

compensation to the State Employees Retirement Fund. 

employee and the employer.

All active and deferred members are fully vested to the 
extent of  their contributions plus interest at a rate six 

two methods: the Step formula and the Level formula. 

Each formula converts years and months of  service to 

percent for each year thereafter. It also includes full ben

percent each year. When the State Employees Retire

each year. The State Employees Retirement Fund’s 

actuarially calculated on an annual basis. 
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EXHIBIT 8

EXHIBIT 8: MSRS CONTRIBUTIONS TO THE STATE EMPLOYEES RETIREMENT 
FUND

For Fiscal Year Ended                          Employee                      Employer     

Total covered payroll for MSRS employees was approxi

State Patrol Retirement Fund

ship is limited to state of  Minnesota employees who are 

All active and deferred members are fully vested to the 
extent of  their contributions plus interest at a rate of  six 

   

service limit.

of  assets basis.

Correctional Employees Retirement Fund
The Correctional Employees Retirement Fund includes 

contact with inmates or patients in Minnesota correctional 

Notes to the Financial Statements (continued)
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All active and deferred members are fully vested to the 
extent of  their contributions plus interest at a rate six 

rated for completed months. For employees hired after 

percent each year. When the Correctional Employees 

each year. The Correctional Employees Retirement 

is actuarially calculated on an annual basis. 

Judges Retirement Fund

required to contribute seven percent of  their total compensa

of  salary for both tiers. 

an annual basis. 

Legislators Fund

employer plan that is closed to new entrants. Effective 
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small number of  members actively contribute to the 
plan. 
these active members contribute nine percent of  their 
salary to the state’s General Fund. There are no active 

percent for subsequent years. For members elected 

for each year of  allowable service. 

basis with annual appropriations from the state’s 
General Fund.

each year. When the State Employees Retirement Fund 

actuarially calculated on an annual basis. 

 Optional Retirement Annuities

 period certain and life thereafter annuity is also 

E. Defined Contribution Plans

     Membership Statistics, Fund Descriptions,    
     and Contribution Information for the 
     Defined Contribution Funds 

funds. Membership statistics are provided in EXHIBIT 9.
 

EXHIBIT 9: MEMBERSHIP STATISTICS – DEFINED CONTRIBUTION FUNDS
 (Dollars in thousands)
 
   

As of  June 30, 2014          Employees           Savings     Compensation              Supplemental

Notes to the Financial Statements (continued)
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Unclassified Employees Retirement Fund 

Minnesota 

No MSRS employees are active participants of  the 

vest only to the extent of  the value of  their accounts 
(employee contributions plus employer contributions 

contribution rate for members of  the General Employees 

ered by this plan also contribute to Social Security.

after termination of  public service. There is no minimum 

participants pay taxes when funds are withdrawn and may 

State Employees Retirement Fund and actuarially valued  

Health Care Savings Fund

an investment account to be used to reimburse the plan 
participants for future medical expenses and/or medical 
insurance premiums after they terminate employment. 
As a result of  various Internal Revenue Service (IRS) 

Minnesota Deferred Compensation Fund

contribution fund entirely composed of  the Minnesota 
 Section 

to all state employees and political subdivisions located 

match a portion of  an employee’s contributions annually. 

limits determined by the IRS. All assets and income are 

withdrawal penalty. 

Hennepin County Supplemental 
Retirement Fund

plan. This plan was created in accordance with Minnesota 

the . Employee 
contributions of  one percent of  salary are matched by 
employer contributions of  one percent of  salary.
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A. Assets

 Cash Deposits with Financial Institutions 
 Custodial Credit Risk - Deposits

 may not be returned to it. 

 tory insurance and collateral securities held in the 

 of  the insured amount and the market value of  the

 bined depository insurance and collateral was 

 credit risk.

 Investment Risks 
 The Minnesota State Board of  Investments (SBI) 

 under the authority of  

 investments. 

 Credit Risk
 Credit risk is the risk that an issuer or counterparty 

 faith and credit of  the issuer or the issue is rated 

Commercial paper must be rated in the top two quality 

EXHIBIT 10.

 EXHIBIT 10: CREDIT RISK EXPOSURE
 (Dollars in thousands) 
 
                   Fair Value
Quality Rating *                       As of  June 30, 2014            
   

Total    $3,950,534

4. Detailed Notes on All Activities and Funds

Notes to the Financial Statements (continued)
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 Concentration of Credit Risk 
 Concentration of  credit risk is the risk of  loss that

 determined the concentration of  credit risk based 

 Interest Rate Risk

 of  debt instruments could adversely affect the fair  
 value of  an investment. The SBI controls interest rate 

 MSRS’ share of  debt securities are held in external 

EXHIBIT 11.
 Explanations of  various security types follow the 

EXHIBIT 11: INTEREST RATE RISK

(Dollars in thousands)

 
                                                                                                          Weighted Average                                   Weighted Average                                                                                    
Security Type                    Fair Value         Maturity in Years           Fair Value        Maturity in Years 

Total Fair Value $3,773,904  $176,630

Portfolio Weighted Average Maturity  5.96  5.17
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EXHIBIT 11
SECURITY TYPE EXPLANATIONS

U.S. Agencies

Asset-Backed Securities

Short-Term Investment Securities

Commercial Mortgage-Backed Securities

Corporate Debt

Foreign Country Bonds
currency. 

Yankee Bonds

Mortgage-Backed Securities

Preferred Stock

Private Placements

U.S. Treasuries
at various schedules and maturities. 

Notes to the Financial Statements (continued)
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Foreign Currency Risk 

could adversely affect the fair value of  an investment. 

issues of  the International Bank for Reconstruction and 

under the laws of  the Dominion of  Canada or any prov

EXHIBIT 12.

EXHIBIT 12: FOREIGN CURRENCY RISK
(Dollars in thousands)

                                                      Cash & Cash                                                  Fixed                     Investment  
Currency                                      Equivalents               Equities                      Income                       Totals

Totals $25,884 $2,069,244 $41,211 $2,136,339
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EXHIBIT 13: DERIVATIVE FINANCIAL INSTRUMENTS

(Dollars in thousands)

                                                                                 Changes in Fair Value      Fair Value at        Notional                                                                                                     
Derivative Investment Type                                 During FY 2014          June 30, 2014        Amount           
Futures

Currency Forwards

Stock Warrants and Rights

Futures

Currency Forward Contracts 

Stock Warrants and Rights 

same but are issued to current stock owners to enable them to retain their relative ownership share. Gains and losses 

 Derivative Financial Instruments

 parties that has value based on or derived from future

 

 futures contracts may only be entered into with a fully  

 currency risk of  a security. All other derivatives are 

 positions.

 The fair value balances and notional amounts (or   

 in EXHIBIT 13. Explanations of  each derivative 
 instrument type are included in the exhibit. 

 DERIVATIVE INSTRUMENT TYPE EXPLANATIONS 

Notes to the Financial Statements (continued)
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Street Bank and Trust Company (State Street) to lend 

custodian and received cash or other collateral 

absent a borrower default. Borrowers were required 

percent of  the market value of  the loaned securities. 

indemnify the SBI in the event of  default by the 
borrower. There were no failures by any borrowers to 
return loaned securities or pay distributions thereon 

notice of  default of  the borrower.

transactions upon notice. The cash collateral received 

match the duration of  the investments made with cash 

exposure to borrowers. MSRS’ share of  the collateral 

statement as a liability. 

Interest Account is to protect investors from loss 

value protected by the wrap contract. The Fixed 
Income Account also includes liquid investment 

Derivative Credit Risk

that are used to offset the currency risk of  a secu
rity. MSRS’ proportionate share of  the maximum 

have reduced the SBI’s exposure to credit risk. 

Securities Lending Transactions 

 owns shares in various pooled funds invested by the 

 types and amounts of  securities loaned are presented
 in EXHIBIT 14.

EXHIBIT 14: SECURITIES LOANED
(Dollars in thousands)

                                                     Amount as of
Investment Type             June 30, 2014
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B.  Liabilities

Lease Obligations

Capital Assets
EXHIBIT 15. 

EXHIBIT 15: CAPITAL ASSETS 
(Dollars in thousands)

                                                                                          Balance                                                            Balance
Capital Asset Types                                                      July 1, 2013       Additions     Deductions      June 30, 2014

Capital Assets, Not Depreciated:

Capital Assets, to be Depreciated or Amortized:

Total Capital Assets

Total Accumulated Depreciated or 
$(3,338) $(571) $6 $(3,903)

Total Capital Assets, Net of  Accumulated 

  Depreciation or Amortization $9,513 $6,818 $(62) $16,269

 terms of  those leases are scheduled in EXHIBIT 16   
 

Notes to the Financial Statements (continued)

2042_19911_CC14.indd   80 1/7/15   3:37 PM



  MSRS 2014 Comprehensive Annual Financial Report - 81

 EXHIBIT 16: LEASE OBLIGATIONS

                                                                                                                              
                                                                                                                                       Hennepin          St. Paul
Fiscal Year                                                                                            Detroit               County              RSM

Totals $657,142 $21,412 $116,986 $20,959 $13,000 $80,235 $909,734

Long-term Debt

 Ownership of  the facility is prorated based on the 

 issue. The bonds are secured by the value of  the 

 amounts contributed to and deposited for the 

 plans administered by the retirement systems.

 EXHIBIT 17
 debt service amounts for which MSRS is directly  

is the MSRS share of  the  

 for the month of  June.
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  Accounting and Financial  Reporting by  Employers for  Post-Employment Benefits  
  Other Than Pensions

EXHIBIT 18  

 EXHIBIT 17: DEBT REPAYMENT SCHEDULE BY FISCAL YEAR

        Fiscal                                                                                                                         Total Principal, 
         Year                    Principal                     Interest                    Premium              Premium & Interest
 

 
        Totals  $4,999,540   $492,367   $351,779  $5,843,686

 

 
     Total, per Statement of  Fiduciary Net Position  $5,358,227     $5,358 (in 000s)
 

Notes to the Financial Statements (continued)
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EXHIBIT 18: REQUIRED OPEB CONTRIBUTIONS AND NET OPEB OBLIGATION

                                                 Annual Required             Employer 

       June 30                                        (a)                                   (b)                       (b)/(a)                   

EXHIBIT 19: DUE FROM/TO OTHER PLANS AS OF JUNE 30, 2014
(Dollars in thousands)
                             
                             (Interfund Receivables)                     (Interfund Payables)

 Totals $5,843 $5,843 

C. Interfund Receivables and Payables

EXHIBIT 19. 
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D. Revenues and Expenses

Administrative Expenses

Reemployed Retirees’ Earnings Limitations

 respectively. For individuals that reach full retirement  

 the calendar year and held in abeyance for later 

 interest. Funds held in abeyance are included in 

 for the Correctional Employees Retirement Fund).

 to receive a distribution of  these funds. At the time 

E. Interfund Transfers

EXHIBIT 20.

EXHIBIT 20: FISCAL YEAR 2014 INTERFUND TRANSFERS
(Dollars in thousands)

Correctional Employees  0 0

Minnesota Deferred Compensation  0 0

Totals  $20,832 $20,832

Notes to the Financial Statements (continued)
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F.  Net Pension Liability of Participating  
Employers 

valuation is to determine actuarial information necessary 

EXHIBIT 21: NET PENSION LIABILITY OF PARTICIPATING EMPLOYERS

(Dollars in thousands)

                                                                                                    
                                                                                State               State        Correctional

 

 

of  the net pension liability. Net pension liability is com

the respective fund.

EXHIBIT 21 presents the components of  the net pension 

exhibit also depicts each retirement fund’s net position as 

Actuarial Methods and Assumptions 

EXHIBIT 22 
periods included in the measurement. 
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EXHIBIT 22: SUMMARY OF KEY ACTUARIAL METHODS AND ASSUMPTIONS

                                                                                  
                                            State                   State            Correctional             

Actuarial Valuation Date    

Actuarial Cost Method       
                      
Asset Valuation Method   Fair Value for all funds

of  Return         

Salary Increases

Payroll Growth 

Mortality Rates 
    scale AA. These tables are set back or set forward to match fund experience.

Annual post-retirement

of  living adjustments)

Retirement 

Withdrawal
    actual experience       based on actual  
            experience

Disability

presented in EXHIBIT 23 

Notes to the Financial Statements (continued)

Service related rates
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EXHIBIT 23: EXPERIENCE STUDY DATES 
 
Retirement Fund         Fiscal Years Covered

expected rate of  return on pension plan investments for 

discount rates assumes that plan member and employer 
contributions will be made at the current statutory 
contribution rates.

The discount rate used to measure the total pension 

term expected rate of  return on pension plan investments 

For additional actuarial assumptions used in determina

 of  this comprehen

Long-Term Expected Rate of Return on 
Investments

actuarial review of  economic assumptions. The review 

term rate of  return expectation with return expectations 

factored in information from the Social Security Trustees 

vestment returns. All calculations in the review were made 

issued by the Actuarial Standards Board. 

Single Discount Rate
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rates can be found in the unaudited  of  this 

A similar discount rate analysis was performed as of  July 

EXHIBIT 24: SENSITIVITY OF THE FY2014 NET PENSION LIABILITY TO CHANGES IN THE DISCOUNT RATES  
(Dollars in thousands)
                                       With 1% Decrease           Current Discount Rate        With 1% Increase
                                                 Net Pension                        Net Pension                           Net Pension

 

5. Significant Effects of Subsequent   
    Events

6. Required Supplementary 
     Information

•  
(and notes thereto)

• (and notes thereto)
•

Other supplementary information presented in the  

Sensitivity Analysis 

discount rates.  EXHIBIT 24

Notes to the Financial Statements (concluded)
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Required Supplementary Information 
Schedule of Changes in the Employers’ Net Pension 
Liability and Related Ratios

(Dollars in thousands) 
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State Employees 
Retirement Fund

    Service Cost

 0

    Differences between Expected and Actual Experience

$13,120,176

Plan Fiduciary Net Position

0
    Net Investment Income

    Administrative Expense
    Other
Net Change in Plan Fiduciary Position

$11,498,604

$1,621,572

Covered-Employee Payroll

Notes to Schedule 

• 
• 
• 
• 
• 
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State Patrol 

Retirement Fund

Correctional 
Employees 

Retirement Fund
Judges 

Retirement Fund Retirement Fund

0 0 0 0

$826,673 $1,353,386 $381,511 $146,499

$0

0 0 0

0 0 0

$667,340 $877,056 $175,556 $8,258

$159,333 $476,330 $205,955 $138,241

• 

• 

• 
• 

Additional Notes
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 State Employees Retirement Fund

Fiscal
Year 

Ended

Actuarially 
Determined 

Contribution 

Contributions
Recognized by 

Plan in Relation 
to the Actuarially 

Determined 
Contribution

Contribution Covered- 
Employee 

Payroll 

Contributions 
as a Percentage 

of  Covered-
Employee 

Payroll
June 30 a b c= d e=b/d

Notes to Schedule

 of  this report.

        Valuation Date: 

        Actuarial Cost Method: 

        Amortization Method: 

        Remaining Amortization Period:

        Asset Valuation Method:

        Investment Rate of  Return: 

        Projected Salary Increases:

        Retirement Age:

        Healthy Post-Retirement Mortality:

Required Supplementary Information 
Schedule of Employer Contributions
For the Last Ten Fiscal Years 
(Dollars in thousands)
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 State Patrol Retirement Fund

Fiscal
Year 

Ended

Actuarially 
Determined 

Contribution 

Contributions
Recognized by 

Plan in Relation 
to the Actuarially 

Determined 
Contribution

Contribution Covered- 
Employee 

Payroll 

Contributions 
as a Percentage 

of  Covered-
Employee 

Payroll
June 30 a b c= d e=b/d

Notes to Schedule

 of  this report.

        Valuation Date: 

        Actuarial Cost Method: 

        Amortization Method: 

        Remaining Amortization Period:

        Asset Valuation Method:

        Investment Rate of  Return: 

        Projected Salary Increases:

        Retirement Age:

        Healthy Post-Retirement Mortality:
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Required Supplementary Information 
Schedule of Employer Contributions
For the Last Ten Fiscal Years 
(Dollars in thousands)
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Correctional Employees Retirement Fund

Fiscal
Year 

Ended

Actuarially 
Determined 

Contribution 

Contributions
Recognized by 

Plan in Relation 
to the Actuarially 

Determined 
Contribution

Contribution Covered- 
Employee 

Payroll 

Contributions 
as a Percentage 

of  Covered-
Employee 

Payroll
June 30 a b c= d e=b/d

Notes to Schedule

 of  this report.

        Valuation Date: 

        Actuarial Cost Method: 

        Amortization Method: 

        Remaining Amortization Period:

        Asset Valuation Method:

        Investment Rate of  Return: 

        Projected Salary Increases:

        Retirement Age:

        Healthy Post-Retirement Mortality:
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 Judges Retirement Fund

Fiscal
Year 

Ended

Actuarially 
Determined 

Contribution 

Contributions
Recognized by 

Plan in Relation 
to the Actuarially 

Determined 
Contribution

Contribution Covered- 
Employee 

Payroll 

Contributions 
as a Percentage 

of  Covered-
Employee 

Payroll
June 30 a b c= d e=b/d

Notes to Schedule

 of  this report.

        Valuation Date: 

        Actuarial Cost Method: 

        Amortization Method: 

        Remaining Amortization Period:

        Asset Valuation Method:

        Investment Rate of  Return: 

        Projected Salary Increases:

        Retirement Age:

        Healthy Post-Retirement Mortality:
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Required Supplementary Information 
Schedule of Employer Contributions
For the Last Ten Fiscal Years 
(Dollars in thousands)

Notes to Schedule

 of  this report.

        Valuation Date: 

        Actuarial Cost Method: 

        Amortization Method: 

        Remaining Amortization Period:

        Asset Valuation Method: Market value of  assets
        Investment Rate of  Return: 

        Projected Salary Increases:

        Retirement Age:

to an experience study.
        Mortality Rates:

Employees Retirement Fund results

     state of  Minnesota is the employer for this Retirement Fund.

Fiscal
Year 

Ended

Actuarially 
Determined 

Contribution 

Contributions
Recognized by 

Plan in Relation 
to the Actuarially 

Determined 
Contribution 

Contribution Covered- 
Employee 

Payroll 

Contributions 
as a Percentage 

of  Covered-
Employee 

Payroll
June 30 a b c= d e=b/d

                        MSRS 2014 Comprehensive Annual Financial Report - 96

2042_19911_CC14.indd   96 1/7/15   3:37 PM



Required Supplementary Information
Schedule of Investment Returns

Fiscal
Year 

Ended

Actuarially 
Determined 

Contribution 

Contributions
Recognized by 

Plan in Relation 
to the Actuarially 

Determined 
Contribution

Contribution Covered- 
Employee 

Payroll 

Contributions 
as a Percentage 

of  Covered-
Employee 

Payroll
June 30 a b c= d e=b/d

$0 N/A
0 N/A
0 N/A
0 N/A
0 N/A
0 N/A
0 N/A
0 N/A
0 N/A

Notes to Schedule

 of  this report.

    available.

Annual Money-Weighted Rate of  Return
(Net of  Investment Expense)

Fiscal Year State Employees State Patrol 
Correctional 
Employees Judges 
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Schedule of Administrative Expenses
Supplementary Information

(Dollars in thousands)
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Personnel Services    

        Total    $8,220 
    
Communication-Related Expenses    

        Total  $776 
    

    

        Total  $855 
    
Professional Services    
    

        Total  $3,012 
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Miscellaneous     

        Total  $1,537 

Total Administrative Expenses  $14,400

Allocation of  Administrative Expenses by Fund    

Total Administrative Expenses $14,400
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Individual or Firm Name                                          Services Received        Fees Paid

Stubbe & Associates Medical Evaluations 6

State of Minnesota

 

Summary Schedule of Commissions and
Payments to Consultants
Supplementary Information

(Dollars in thousands)
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Schedule of Investment Expenses*
Supplementary Information

(Dollars in thousands)
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State
Employees

State 
Patrol

Correctional
Employees Judges Legislators

Defined
Contribution

Funds Totals

External 
Managers

Domestic Equity
International Equity

0
Fixed Income 0 0 0 0 0
Domestic Bond

Expenses

MN State Board  
  of  Investment

  Alliance 0 0 0 0

Callan Investment 0 0
0 0

Total Investment
Expenses $15,986 $929 $1,217 $244 $12 $4,331 $22,719

  MSRS participates.
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GASB Statements No. 67 and No. 68 
Supplemental Employer Schedules
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Schedule of Employer Allocations

State Employees Retirement Fund

Employer
2014 Employer 
Contributions

Employer Allocation
Percentage

State of  Minnesota

    Metropolitan Council
    Minnesota Sports Facilities Authority
Total State of  Minnesota and its Component Units $126,938,449 99.178%

Minnesota State Fair

Minnesota Safety Council
Minnesota Crop Improvement Association

  Employees (AFSCME)

Veolia Environment North America
Kandiyohi County

Enterprise Minnesota

Total $127,990,155 100.000%

Correctional Employees Retirement Fund

Employer
2014 Employer 
Contributions

Employer Allocation
Percentage

State of  Minnesota
AFSCME

Total $26,467,876 100.000%
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Schedule of Pension Amounts by Employer
As of and For the Year Ended June 30, 2014
(Dollars in thousands)
Unaudited

State Employees Retirement Fund

Employer

Employer Net 
Pension 
Liability

Net 

Investment 

Pension Plan 
Investments Assumptions 

Proportion 
and 

Employer 
Contributions 

and 
Proportionate 

Share of  
Contributions

State of  Minnesota 74.073% $1,201,147 $0 $0 $0 $24,429 

State of  Minnesota Component Units:
    University of  Minnesota 16.031  259,954 0 0 0 0 
    Metropolitan Council 9.023  146,315 0 0 0 10,604 
    Minnesota Sports Facilities Authority 0.051  827 0 0 0 97 
Total State of  Minnesota and its 
Component Units

99.178% $1,608,243 $0 $0 $0 $35,130 

Minnesota Historical Society 0.213  3,454 0 0 0 0 
Minnesota State Fair 0.207  3,357 0 0 0 131 
Gillette Children’s Hospital 0.162  2,627 0 0 0 0 
MAPE 0.059  957 0 0 0 1,594 
Minnesota Safety Council 0.048  778 0 0 0 0 
Minnesota Crop Improvement 
  Association 0.024  389 0 0 0 0 

Amalgamated Transit Union 0.018  292 0 0 0 0 
AFSCME 0.011  178 0 0 0 0 
MMA 0.011  178 0 0 0 32 
Minnesota State Horticultural Society 0.011  178 0 0 0 0
Veolia Environment North America 0.043  697 0 0 0 1,398 
Kandiyohi County 0.005  81 0 0 0 0 
MGEC 0.004  65 0 0 0 0 
Enterprise Minnesota 0.004  65 0 0 0 33 
Agricultural Utilization Research 
  Institute 0.002  33 0 0 0 0 

Foster Wheeler Twin Cities** 0.000 0 0 0 0 45
Total 100.000% $1,621,572 $0 $0 $0 $38,363 
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Total
Deferred

Assumptions

Net 

Investment 

Pension Plan 
Investments

Proportion 
and 

Employer 
Contributions 

and 
Proportionate 

Share of  
Contributions

Total 
Deferred 

Proportionate 
Share of  

Plan Pension 
Expense

Net 
Amortization 
of  Deferred 

Amounts from 

Proportion 
and 

Employer 
Contributions 

and 
Proportionate 

Share of  
Contributions

Total 
Employer 
Pension 
Expense

$24,429 $26,087 $875,429  $623,029  $0  $1,524,545 $(191,025) $6,108 $(184,917)

0  5,646  189,462 134,837 35,036  364,981 (41,342) (8,758) (50,100)
10,604  3,178  106,638 75,892 3  185,711 (23,269) 2,650 (20,619)

97  18  603 429 0 1,050 (132) 24 (108)

$35,130  $34,929  $1,172,132  $834,187 $35,039 $2,076,287 $24

0  75  2,517  1,792 683  5,067 (549) (171) (720)
131  73  2,446  1,741 0  4,260 (534) 32 (502)

0  57  1,915  1,363 716 4,051 (418) (179) (597)
1,594  21  697  496 0  1,214 (152) 398 246

0  17  567  404 65  1,053 (124) (16) (140)

0  8  284  202 1  495 (62) 0 (62)

0  6  213  151 65  435 (47) (16) (63)
0  4  130  92 0  226 (28) 0 (28)

32  4  130  92 0  226 (28) 8 (20)
0  4  130  92 0  226 (28) 0 (28)

1,398  15  508  362 38  923 (111) 340 229
0  2  59  42 0  103 (13) 0 (13)
0  1  47  34 0  82 (10) 0 (10)

33  1  47  34 0  82 (10) 8 (2)

0  1  24  17 0 42 (5) 0 (5)

45 0 0 0 1,756 1,756 0 (428) (428)
$38,363  $35,218  $1,181,846    $841,101 $38,363 $2,096,528 $0 
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Schedule of Pension Amounts by Employer
As of and For the Year Ended June 30, 2014
(Dollars in thousands)
Unaudited

State Patrol Retirement Fund

Employer

Employer Net 
Pension 
Liability

Net 

Investment 

Pension Plan 
Investments Assumptions 

Proportion 
and 

Employer 
Contributions 

and 
Proportionate 

Share of  
Contributions

State of  Minnesota   100% $159,333 $0  $0  $25,048  $0 

State of  Minnesota 99.802% $475,387 $3,412 $0 $0 $4
AFSCME 0.176 838 6 0 0 6
MAPE 0.022 105 1 0 0 121
Total 100.000%   $476,330 $3,419 $0 $0     $131

State of  Minnesota 100% $205,955 $4,064 $0 $0 $0

State of  Minnesota 100% $138,241 $0 $0 $0 $0
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Total 
Deferred 

Assumptions

Net 

Investment 

Pension Plan 
Investments

Proportion 
and 

Employer 
Contributions 

and 
Proportionate 

Share of  
Contributions

Total 
Deferred 

Proportionate 
Share of  

Plan Pension 
Expense

Net 
Amortization 
of  Deferred 

Amounts from 

Proportion 
and 

Employer 
Contributions 

and 
Proportionate 

Share of  
Contributions

Total 
Employer 
Pension 
Expense

$25,048 $4,809 $0  $49,304 $0  $54,113  $13,082  $0  $13,082

$3,416 $0 $122,313 $62,914 $127 $185,354 $23,590 $(24) $23,566
12 0 216 111 0 327 42 1 43

122 0 27 14 4 45 5 23 28
$3,550 $0 $122,556 $63,039    $131 $185,726 $23,637 $0 $23,637

$4,064 $0 $6,733 $12,837 $0 $19,570 $13,246 $0 $13,246

$0 $0 $0 $831 $0 $831 $16,555 $0 $16,555
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Investment Report

MINNESOTA 
STATE 
BOARD OF 
INVESTMENT 

 

 
 
 
 
 

Board Members  
Governor 
Mark Dayton 
 
State Auditor 
Rebecca Otto 
 
Secretary of State 
Mark Ritchie 
 
Attorney General 
Lori Swanson 
 
 
 
 
Executive Director 
 
Mansco Perry  

 
 
 
 
 
 
 
 

60 Empire Drive 
Suite 355 

St.  Paul,  MN  55103 
(651) 296-3328 

FAX (651) 296-9572 
E-mail: 

minn.sbi@state.mn.us 
www.sbi.state.mn.us 

 
 
 
 
 

An Equal Opportunity 
Employer 

 
 
INVESTMENT AUTHORITY 
 
The assets of the Minnesota State Retirement System (MSRS) are invested 
along with the assets of the Public Employees Retirement Association and 
the Teachers Retirement Association under the direction and authority of the 
State Board of Investment (SBI) in accordance with Minnesota Statutes, 
Chapters 11A and 356A.  The SBI includes Minnesota's governor, auditor, 
secretary of state and attorney general.  The Legislature has established a 
17-member Investment Advisory Council (IAC) to advise the SBI and its 
staff on investment related matters.  MSRS's executive director is a member 
of the IAC. 
 
 
INVESTMENT POLICY 
 
Investment policy states that the SBI will operate within standard 
investment practices of the prudent person.  The SBI is to "exercise that 
degree of judgment and care, under circumstances then prevailing, which 
persons of prudence, discretion, and intelligence exercise in the 
management of their own affairs, not for speculation, but for investment, 
considering the probable safety of their capital as well as the probable 
income to be derived therefrom." (See M.S., section 11A.09.)  The SBI 
is authorized to own government obligations, corporate obligations, 
various short-term obligations, corporate stocks, venture capital interests, 
resource investments, and real estate interests subject to specific 
constraints. (See M.S., section 11A.24.)  In particular, pension fund assets 
are to be invested for the exclusive benefit of the members of the fund. 
 
 
INVESTMENT OBJECTIVES AND PERFORMANCE 
 
MSRS's pension contributions from employees and employers are invested in 
the Combined Funds.  The Combined Funds include the assets of active and 
retired public employees who participate in the defined benefit plans 
administered by MSRS, the Minnesota Teachers Retirement 
Association, and the Public Employees Retirement Association.  MSRS 
does not own any underlying assets, but instead owns a participation in 
the pooled Combined Funds.  Because these assets normally accumulate 
for thirty to forty years, SBI's objective is to take advantage of the long 
investment time horizon offered by equities and alternative assets in order 
to meet its actuarial return target and ensure that sufficient funds are 
available to finance promised benefits at the time of retirement.  The 
2012 legislature lowered the actuarial return assumption from 8.5 percent to 
8.0 percent annually for the period July 1, 2012 through June 30, 2017. 
 

2042_19911_CC14.indd   110 1/7/15   3:37 PM



 MSRS 2014 Comprehensive Annual Financial Report - 111

 
 
 
The long term objectives of the Combined Funds are: 
 

• Provide returns that are 3-5 percentage points greater than inflation 
over the latest 20-year period; and 

 
• Outperform a composite market index weighted in a manner that 

reflects the actual asset mix of the Combined Funds over the latest  
10-year period. 

 
Consistent with these objectives, the SBI maintains a long-term asset 
allocation for the Combined Funds as follows: 
 

• Domestic Equity 45% 
• International Equity 15% 
• Alternatives 20% 
• Fixed Income 18% 
• Cash 2% 

 
Based on values on June 30, 2014, the Combined Funds returned 6.6 
percentage points above the CPI over the last 20 years and returned 0.3 
percentage point above the composite index over the past 10 years.  
Investment returns ranked in the 6th percentile over the past five years and 
in the 14th percentile over the past 10 years, compared to similar funds in the 
Trust Universe Comparison Service. 
 
 
INVESTMENT PRESENTATION 
 
Investment returns were prepared using time-weighted rate of return 
methodology based upon fair market value, net of investment expenses. 
 
 
Respectfully submitted, 

 
Mansco Perry III 
Executive Director 
Minnesota State Board of Investment 
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Fair Value of Net Assets

(Dollars in millions)

State Employees Retirement Fund Correctional Employees Retirement Fund

State Patrol Retirement Fund Judges Retirement Fund

                     MSRS 2014 Comprehensive Annual Financial Report - 112

$600

$0

$600

$0 $0

$0

$660

2042_19911_CC14.indd   112 1/7/15   3:37 PM



Investment Returns by Sector
Investment Performance Compared to Target Indices (Net of Fees)

                               Rates of Return (Annualized)

Funds                   FY 2014             Three-Year           Five-Year          Ten-Year

Domestic Stock Pool
Russell 3000 Index

Bond Pool
Barclays Capital Aggregate Bond Index

International Stock Pool
MSCI ACWI Free ex U.S. (Net)

Alternative Investments
Inflation   
(Note: This is the target rate of return; there 
is no comparable index available.)

Real Estate Investments Pool (Equity emphasis) 
Inflation +5%  
(Note: This is the target rate of return 
over the life of the investment; there is no 
comparable index available.)

Private Equity Investments Pool (Equity emphasis) 
Inflation +10%  

(Note: This is the target rate of return 
over the life of the investment; there is no 
comparable index available.)

Resource Investments Pool (Equity emphasis) 
Inflation +5%  

(Note: This is the target rate of return 
over the life of the investment; there is no 
comparable index available.)

Yield Oriented Investments Pool (Debt emphasis) 
Inflation +5.5%  
(Note: This is the target rate of return 
over the life of the investment; there is no 
comparable index available.)
 
Investment return percentages are the time-weighted rate of return, net of all management fees.
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Combined Funds

  Domestic Stocks

  International Stocks

  Bonds

  Alternative Investments*

  Cash

    Totals

  
   in bonds.

Fiscal Year
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Investment Type

Annual Increase Rate
for State Employees
Retirement Fund

Asset Allocation 

Investment Results
Benefit Increases vs. Inflation (Last Five Years)

   
      06/30/2014             Policy Target              

2010 2011 2012 2013 2014
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Composite of Top Ten Equity Holdings (by Fair Value)           
Company                                                              Fair Value              Percent of Portfolio    

Composite of Top Ten Bond Holdings (by Fair Value)                                                                                                                   
                                                                         Coupon             Maturity                                             Percent of
Security                                                               Rate                    Date                     Fair Value             Portfolio

Investment Performance
                                Rates of Return (Annualized)
Funds                                       FY2014     Three-Year       Five-Year      Ten-Year
Combined Funds  
Combined Composite Market Index 
Notes:

Investment Type             Market Indicator
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Investment Results by Investment Pool

List of Largest Assets Held
(Dollars in thousands)

 

those attributable to the MSRS funds based on MSRS’s participation in the pools. Information on the SBI investment 
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Investment Results by Defined Contribution 
Investment Options

                                                                                         Rates of  Return (Annualized)

FY 2014 Three-Year Five-Year

Supplemental Investment Fund Accounts

Income Share Account
Growth Share Account
Common Stock Index Account
International Share Account
Bond Market Account   6.6
Money Market Account
Fixed Interest Account

Deferred Compensation Plan Accounts

Janus Twenty (active)
Mid Cap Equity

Small Cap Equity

International Equity

N/A

Balanced

Fixed Income

  6.6   6.6

Money Market Account
Fixed Interest Account

MN Target Retirement Accounts

Income Fund

N/A
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Domestic Equity - Passive Managers
$220

  
International Equity Managers

 Total $5,916

Domestic Bond Managers

 Total $2,760

Total Investment Expenses $22,719
 
   
  
 

Schedule of Investment Manager Fees,  
Commissions and Other Investment Expenses

(Dollars in thousands)

SBI and Consultants

 Total $1,018

Domestic Equity - Active Managers 

 Total $6,765

Domestic Equity - Semi Passive Managers

  Total $2,386

Fixed Income Manager
$3,654
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Investment Summary at Fair Value

(Dollars in thousands)
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State Employees Retirement Fund

  Totals $9,766,700 $11,187,051 100%

State Patrol Retirement Fund

  Totals $577,528 $649,538 100%

Correctional Employees Retirement Fund

  Totals $725,960 $852,465 100%

Judges Retirement Fund

  Totals $151,008 $170,415 100%

Legislators Retirement Fund

  Totals $11,274 $8,180 100%

Description
Fair Value

June 30, 2013
Fair Value

June 30, 2014
Percent

of Portfolio
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Actuarial Section

 Actuarial Valuation information for funding purposes.

 

 Actuarial Valuation information for GASB-compliant accounting and 

 These valuations provide information necessary for the MSRS employers to record pension related transactions  

 and related note disclosures. 
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Funding 
Actuarial Valuation 

Results
 

F
u

n
d

in
g A

ctu
arial V

alu
atio

n
 R

esu
lts

2042_19911_CC14.indd   121 1/7/15   3:37 PM



                              MSRS 2014 Comprehensive Annual Financial Report -                           122

Actuary’s Certification Letter
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December 15, 2014

Board of Directors
Minnesota State Retirement System
60 Empire Drive, Suite 300
St. Paul, MN 55103-3000

Re: 2014 Comprehensive Annual Financial Report (CAFR)

Dear Members of the Board:

We have prepared and presented to you our annual actuarial valuation of the State Employees
Retirement Fund (SERF), the State Patrol Retirement Fund (SPRF), the Correctional Employees
Retirement Fund (CERF), the Judges Retirement Fund (JRF) and the Legislators Retirement Fund
(LRF) as of July 1, 2014.

In this Comprehensive Annual Financial Report (CAFR), all supporting schedules in the Actuarial
Section have been prepared by MSRS based on the information included in reports on the annual 
actuarial valuation prepared by Gabriel Roeder Smith & Company (GRS). Annual actuarial 
valuation reports for funding purposes as well as for accounting and financial reporting purposes are 
available on the MSRS website. In order to gain a full understanding of the actuarial condition of 
the system, it is important to read and understand the full actuarial reports for each of the 
aforementioned funds.

Valuation Results
The results of the valuations are summarized in the following table. For all plans, except LRF,
because the asset returns are smoothed over five years in the valuation, the actuarial value of assets 
is less than the market value of assets. The funded ratios on that basis are lower and the deficiencies 
are higher than the market value results. The LRF valuation is based on the market value of assets, 
consistent with valuations since July 1, 2000.

Accrued Liability
Funded Ratio

Contribution Deficiency/ (Sufficiency)
(% of Pay)

Plan
Actuarial Value

of Assets

Market 
Value

of Assets
Actuarial Value

of Assets

Market Value
of Assets

Statutory 
Amortization 

Date
SERF 82.97% 92.39% 1.82% (1.02)% 2041
SPRF 74.69% 83.37% 8.58% 1.52% 2038
CERF 70.41% 78.14% 4.48% 1.86% 2038
JRF 52.82% 58.87% 10.24% 7.27% 2039
LRF 3.29% 3.29% $21,463,000 per year* $21,463,000 per year* 2026
* This fund is closed to new hires and the deficiency is expressed as a dollar amount rather than a percent of payroll.
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Members of the Board
December 15, 2014
Page 2

The fundamental financing objective of the fund is to establish contribution rates which will remain 
approximately level as a percentage of active member payroll from generation to generation and 
meet the required deadline for full funding. 

A contribution deficiency means that over the long run, without further changes or favorable 
actuarial experience, the contributions scheduled to be made to the fund will not meet the goal of 
full funding by the statutory amortization date. All of the plans currently have contribution 
deficiencies on an actuarial value of assets basis. However, SERF has a contribution sufficiency on
a market value of assets basis and the SPRF is projected to have a contribution sufficiency on a 
market value of assets basis when the scheduled additional 2.5% of pay in member and employer 
contributions is reflected. For the CERF and JRF, plan changes affecting members hired after June 
30, 2010 and June 30, 2013, respectively, are also expected to ultimately reduce the cost of the plan.

The following actuarial assumption and plan changes were recognized this year in the 
valuations for funding purposes:

For all Funds except LRF, separate pre-retirement and post-retirement investment return 
rates which implicitly valued the post-retirement benefit increases were changed to a single 
investment return assumption and an explicit assumption for post-retirement benefit 
increases. 

The assumed post-retirement benefit increase rate was changed from 2.0% per year 
indefinitely to 2.0% per year through 2015 in the SERF and LRF and through 2033 in the 
CERF, and 2.5% per year thereafter. The assumed post-retirement benefit increase rate was 
changed from 1.0% per year indefinitely to 1.0% per year through 2017, 1.5% per year from 
2018 through 2032, and 2.5% per year thereafter in the SPRF. (There was no change to the 
Judges assumed post-retirement benefit increase; it remains at 1.75% indefinitely.)

Effective July 1, 2014, for all funds, the funding ratio threshold, on a market value of assets 
basis, that must be attained to pay an increased post-retirement benefit increase to benefit 
recipients was changed from one year to two consecutive years. 

As a result of the additional liability from the post-retirement benefit increase rate
assumption change, the amortization date was extended by 1 year in SERF and SPRF, per 
Minnesota Statutes, Section 356.215, Subdivision 11(c). 

In the SERF, member and employer contribution rates as a percent of pay increased from 
5.0% to 5.5% beginning the first day of the first full pay period beginning July 1, 2014.  In the 
CERF member contribution rates as a percent of pay increased from 8.60% to 9.10% and 
employer contribution rates as a percent of pay increased from 12.10% to 12.85% beginning 
the first day of the first full pay period beginning July 1, 2014.

In the SPRF, the interest assumption used to determine optional form conversion factors was 
changed from an actuarial equivalent rate consistent with the post-retirement discount rate to 
a fixed rate of 6.5%. 
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Actuary’s Certification Letter
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Members of the Board
December 15, 2014
Page 3

In the JRF, the 10-year certain and life thereafter optional form of payment is no longer 
available.

The Elective State Officers Retirement Fund (ESORF) was administratively consolidated 
with the Legislators Retirement Fund (LRF) on July 1, 2013. This change first affects 
financial reporting for the fiscal year ending June 30, 2014. The current actuarial valuation 
includes a separate calculation of the ESORF actuarial accrued liabilities. Benefit provisions 
for both retirement plans are unaffected by the merger. 

In the aggregate, the basic financial and membership data provided to us as of June 30, 2014 by 
MSRS appears reasonable in comparison to last year, and we have relied upon the data as submitted 
in performing the actuarial valuation and in preparing trend data schedules. The actuarial cost 
method and the assumptions related to asset valuation, investment return, earnings progression and 
active member payroll growth are specified by state statute. All other assumptions are based on 
actual experience with changes recommended by the prior actuary, adopted by the MSRS Board, 
and approved by the Legislative Commission on Pensions and Retirement (LCPR). The 
assumptions and methods used meet the parameters set by Actuarial Standards of Practice. 

Guidance regarding the selection of economic assumptions for measuring pension obligations is 
provided by Actuarial Standards of Practice (ASOP) No. 27. A revision of ASOP No. 27, applicable 
to valuation dates on or after September 30, 2014, will guide assumption setting for future 
valuations. Currently, the investment return assumption is select and ultimate, with a rate of 8% per 
year to June 30, 2017, and 8.5% thereafter.  A recent review of inflation and investment return 
assumptions for accounting purposes developed a recommended range of 6.99% to 7.92% for 
assumed investment return. For future actuarial valuations, the impact of using economic 
assumptions within the reasonable range to measure costs for funding purposes will be to increase 
liabilities, unfunded liabilities, and required contribution rates. The impact will vary by plan, but as 
an indication of the potential impact of changes in assumed economic assumptions, SERF actuarial 
accrued liabilities determined for accounting purposes (based on assumed investment return of 
7.90% and assumed inflation of 2.75%) were approximately 5.5% greater than the liabilities 
determined for funding purposes. Absent any other assumption changes, the increase could 
potentially be two or three times greater, depending upon where the economic assumptions fall 
within the reasonable range. Additional review and discussion will be required before the next 
valuation.

To the best of our knowledge and belief, the valuations were performed in accordance with 
generally accepted actuarial principles and procedures, the requirements of Minnesota Statutes, 
Section 356.215, and the requirements of the Standards for Actuarial Work established by the 
LCPR.  In our opinion, the results of the reports reflect the actuarial position of the plans on an 
ongoing basis under the prescribed assumptions, methods, and procedures.
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Members of the Board
December 15, 2014
Page 4

Brian B. Murphy and Bonita J. Wurst are Members of the American Academy of Actuaries
(MAAA) and meet the Qualification Standards of the American Academy of Actuaries to render the 
actuarial opinions contained in this report.  In addition, Mr. Murphy meets the requirements of 
“approved actuary” under Minnesota Statutes, Section 356.215, Subdivision 1, Paragraph (c).  The 
signing actuaries are independent of the plan sponsor.  We are not aware of any relationship that 
would impair the objectivity of our work.

Respectfully submitted, 

Brian B. Murphy, FSA, EA, MAAA 

Bonita J. Wurst, ASA, EA, MAAA 

BBM/BJW:ah
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Summary of Actuarial Methods and Assumptions
The actuarial methods and assumptions that follow are prescribed by 

also used on computation of  Actuarially Determined Contributions found in 

tions can be found online at .

State Employees Retirement Fund

Actuarial Methods

1. Actuarial Cost Method:

2. Asset Valuation Method:

4. Change in Methods since the 7/1/2013 Valuation:

.
     
Actuarial Assumptions*

1. Investment Return: 
 Select and Ultimate Rates:

3. Salary Increases:

4. Payroll Growth: 

5. Mortality Rates:

6. Retirement:

7. Withdrawal:

8. Disability:

9. Allowance for Combined Service Annuity:

 Combined Service Annuity
10. Administrative Expenses:

11. Refund of  Contributions:
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State Patrol Retirement Fund

Actuarial Methods

1. Actuarial Cost Method:

2.  Asset Valuation Method: 

4.  Change in Methods since the 7/1/2013 Valuation:

.
 
Actuarial Assumptions*

1. Investment Return: 

 Select and Ultimate Rates:

 

3. Salary Increases:

4. Payroll Growth:

5.  Mortality Rates:

6. Retirement: 

7. Withdrawal: 

8. Disability: 

9. Allowance for Combined Service Annuity:

10. Administrative Expenses: 

11. Refund of  Contributions: 
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Summary of Actuarial Methods and Assumptions
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Correctional Employees Retirement Fund

Actuarial Methods

1.  Actuarial Cost Method: 

2.  Asset Valuation Method: 

4.  Change in Methods since the 7/1/2013 Valuation: 

.
     
Actuarial Assumptions*

1.  Investment Return: 
     Select and Ultimate Rates:

3.  Salary Increases: 

4.  Payroll Growth: 

5.  Mortality Rates

6.  Retirement:

7.  Withdrawal: 

8.  Disability: 

9.  Allowance for Combined Service Annuity: 

10. Administrative Expenses:

11. Refund of  Contributions: 
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Judges Retirement Fund

Actuarial Methods

1.  Actuarial Cost Method:

2.  Asset Valuation Method: 

4.  Change in Methods since the 7/1/2013 Valuation: 

.
 
Actuarial Assumptions*

1.  Investment Return: 

     Select and Ultimate Rates:

3.  Salary Increases: 

4.  Payroll Growth:

5.  Mortality Rates:

6.  Retirement: 

7.  Withdrawal: None
8.  Disability: 

9.  Administrative Expenses: 

10. Refund of  Contributions: Account balances for deferred members accumulate interest until normal    
     retirement date and are discounted back to the valuation date 

F
u

n
d

in
g A

ctu
arial V

alu
atio

n
 R

esu
lts

2042_19911_CC14.indd   129 1/7/15   3:37 PM



Summary of Actuarial Methods and Assumptions 

Legislators Retirement Fund*

 Actuarial Methods

1.  Actuarial Cost Method:

2.  Asset Valuation Method: Market value

 State of  Minnesota General Fund appropriations
4. Change in Methods since the 7/1/2013 Valuation:

.

Actuarial Assumptions**

1. Investment Return: 

3.  Salary Increases:

4.  Payroll Growth: 

5.  Mortality Rates:

     c. Disabled: Not applicable
6. Retirement:

7. Withdrawal:

8. Disability:

9. Allowance for Combined Service Annuity: 

10. Administrative Expenses:

11. Refund of  Contributions:
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Changes in Actuarial Assumptions 

State Employees Retirement Fund
•  

•  

State Patrol Retirement Fund
•  

•  

Correctional Employees Retirement Fund
•  

•  

Judges Retirement Fund
•  

Legislators Retirement Fund
•  
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ANNUITY OPTION SELECTED
                                                                   
Retirement     50%             75%                 100%

State Employees 
    

    Terminated Deferred 

State Patrol
    

Correctional Employees
    

 

Judges
     All 

    

    All Deferred 

 

PERCENTAGE MARRIED AND BENEFICIARY AGE

                                      
                                              Males    Females                       Males                    Females

State Employees   
State Patrol 
Correctional Employees 
Judges                  

        

Member Information

Retirement
     Fund

Other Assumptions 

Form of  Payment
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Actuarial Tables

Salary Increase Rates

State Employees Retirement Fund

Judges Retirement Fund

Legislators Retirement Fund

                       

State Patrol Retirement Fund

Correctional Employees 
Retirement Fund

                        Salary Scale

      Service Years            Increase

 

                        Salary Scale

      Service Years            Increase

 

 
 

                        Salary Scale

      Service Years            Increase
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Actuarial Tables (continued)

Mortality Rates

State Employees Retirement Fund

  Rates (%)*
                            Healthy                                            Healthy                                      
                Pre-Retirement Mortality**             Post-Retirement Mortality**        Disability Mortality 

Age                Male            Female                            Male           Female                    Male           Female 

State Patrol Retirement Fund

  Rates (%)*
                            Healthy                                            Healthy                                      
                Pre-Retirement Mortality**             Post-Retirement Mortality**        Disability Mortality 

Age                Male            Female                            Male           Female                    Male           Female 
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Correctional Employees Retirement Fund

     Rates (%)*
                            Healthy                                            Healthy                                      
                Pre-Retirement Mortality**             Post-Retirement Mortality**        Disability Mortality 

Age                Male            Female                            Male           Female                    Male           Female 

Judges Retirement Fund

     Rates (%)*
                            Healthy                                           Healthy                                      
                Pre-Retirement Mortality**             Post-Retirement Mortality**        Disability Mortality 

Age                Male           Female                             Male           Female                    Male           Female  
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Actuarial Tables (continued)

Mortality Rates

Legislators Retirement Fund

                                                    Rates (%)*
                            Healthy                                           Healthy                                      
          Pre-Retirement Mortality**            Post-Retirement Mortality**         

Age                Male            Female                            Male           Female                      
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Retirement Rates

                                                  
Age          Percent Retiring                         

50 7.00%  
51 6.00  
52 6.00  
53 6.00  
54 3.00  
55 65.00  
56 50.00  
57 30.00  
58 20.00  
59 20.00  
60+ 100.00  

                                                  
Age          Percent Retiring                         

60 0.00%  
61 0.00  
62 8.00  
63 5.00  
64 8.00  
65 25.00  
66 20.00  
67 10.00  
68 30.00  
69 10.00  
70 100.00  

                                                  
Age          Percent Retiring                         

60 0.00%  
61 0.00  
62 40.00  
63 30.00  
64 30.00  
65 40.00  
66 30.00  
67 25.00  
68 25.00  
69 25.00  
70 30.00
71+ 100.00  

State Patrol Retirement Fund

Judges Retirement Fund Legislators Retirement Fund
Correctional Employees 
Retirement Fund

 MSRS 2014 Comprehensive Annual Financial Report - 137

                            Percent Retiring                                                                

Age              Rule of 90 Eligible              All Others                      

55 20.00% 5.00% 
56 15.00 5.00 
57 15.00 5.00 
58 15.00 5.00 
59 20.00 6.00 
60 20.00 7.00 
61 22.00 12.00 
62 40.00 22.00 
63 30.00 16.00 
64 30.00 18.00 
65 40.00 40.00 
66 30.00 30.00 
67 25.00 25.00 
68 25.00 25.00 
69 25.00 25.00 
70 30.00 30.00 
71+ 100.00 100.00

State Employees Retirement Fund

                                                  
Age           Percent Retiring                        

50 5.00%  
51 3.00  
52 3.00  
53 3.00  
54 5.00  
55 55.00  
56 12.00  
57 12.00  
58 10.00  
59 10.00  
60 10.00  
61 10.00  
62 30.00  
63 30.00  
64 30.00  
65 50.00  
66 50.00   
67 50.00  
68 50.00  
69 50.00  
70+ 100.00
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Actuarial Tables (concluded)

Disability Retirement Rates

State Employees Retirement Fund
                         

Correctional Employees 
Retirement Fund

Legislators Retirement Fund

                         

Judges Retirement Fund
                         

State Patrol Retirement Fund
                         

                      Disability Retirement Rates

      Age                 Male           Female

 

                      Disability Retirement Rates

      Age                 Male           Female

 

                      Disability Retirement Rates

      Age                 Male           Female

 

                      Disability Retirement Rates

      Age                 Male           Female

 

                            MSRS 2014 Comprehensive Annual Financial Report -                             138

F
u

n
d

in
g 

A
ct

u
ar

ia
l V

al
u

at
io

n
 R

es
u

lt
s

2042_19911_CC14.indd   138 1/7/15   3:37 PM



                            

                                                                       

        Years of        Withdrawal Rates

        Service          House         Senate                    

   

 

Withdrawal Rates*

 MSRS 2014 Comprehensive Annual Financial Report - 139

State Employees Retirement Fund

Correctional Employees 
Retirement Fund

Judges Retirement Fund

   

Summary of Actuarial Methods and Assumptions

State Patrol Retirement Fund

Legislators Retirement Fund

                            Withdrawal Rates                                             

                               After Third Year               

      Age                  Male          Female                    

 

 60 0.00 0.00 

                            Withdrawal Rates                                             

                               After Third Year               

      Age                  Male          Female                    

 

 60 0.00 0.00 

                            Withdrawal Rates                                             

                               After Third Year               

      Age                  Male          Female                    

 

 60 0.00 0.00 
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State Employees Retirement Fund

State Patrol Retirement Fund

    consecutive years. 

Correctional Employees Retirement Fund

Judges Retirement Fund

    consecutive years. 

Legislators Retirement Fund
•  

Changes in Plan Provisions 
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Actuarial Accrued Liability (AAL)

(Dollars in thousands)

                                                     Defined Benefit Retirement Funds

  State
  Employees

  State 
  Patrol

Correctional
 Employees  Judges  Legislators*

Active Members 
    Retirement Annuities
    Disability Benefits 0
    Survivor Benefits
    Deferred Retirements 0
    Refunds
Total Active Members
Deferred Retirements
Former Members Not Vested 0 0
Benefit Recipients
Unclassified Employees
    Retirement Fund
    Contingent Liability               0 0 0 0

Total AAL $12,445,126 $800,421 $1,122,474 $298,233 $250,860

 

* 
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                                                      Actuarial   Actual Contribution Rates                Recommended      Sufficiency/
Retirement Fund   Valuation Date        Employee     Employer    State         Total              Rate             (Deficiency)

State Employees  

State Patrol*  

Correctional Employees  

Judges** 

Legislators***  

 

Financial Section
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Actual Contribution Rates as Compared to 
Actuarially Recommended Rates
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                  State              State       Correctional           
                                   Employees       Patrol        Employees           Judges     Legislators 
                                      
A.  UAAL at the Beginning 
     of the Year

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

  1. Normal Cost and Expenses
  2. Contributions
  3. Interest on A, B1, and B2
  4. Totals (B1+B2+B3)

C.  Expected UAAL at 
  End of the Year (A+B4)

D. Increase (Decrease) Due to 
  Actuarial Losses (Gains) Because of 
  Experience Deviations from the Expected

  1. Age and Service Requirements $(13,597) $(699) $13 $751 $(133)
  2. Disability Requirements
  3. Death-in-Service Benefits
  4. Withdrawals
  5. Salary Increases 
  6. Investment Return
  7. Mortality of Annuitants 20,793 (2,925) 1,505 (1,072) 18 
  8. Other items (47,246) (1,710) (3,532) 2,494 586 
  9. Totals

E.  UAAL at End of Year Before 
  Plan Amendments and Changes 
  in Actuarial Assumptions (C + D9) 

F. Change in UAAL Due to 
  Changes in Plan Provisions 0 0 0 0 0 

G.  Change in UAAL Due to Changes 
  in Actuarial Assumptions

I.  Administrative Consolidation of the

J.  UAAL at the End of the Year  $2,118,854 $202,551 $332,170 $140,705 $242,602  

Schedule of Changes in Unfunded 
Actuarial Accrued Liabilities (UAAL)

(Dollars in thousands)

Defined Benefit Retirement Funds
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     Actuarial         Contribution            Contribution    
     Valuation   Funded       Sufficiency/   Funded       Sufficiency/
      Date    Assets Ratio      (Deficiency) Assets  Ratio     (Deficiency)

State Employees Retirement Fund 

State Patrol Retirement Fund  

Schedule of Actuarial and Fair Value Funding Progress

Last Ten Fiscal Years
(Dollars in thousands)
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N/A
N/A
N/A

N/A
N/A
N/A
N/A

Actuarial Basis Fair Value Basis
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     Actuarial         Contribution            Contribution    
     Valuation   Funded       Sufficiency/   Funded       Sufficiency/
      Date    Assets Ratio      (Deficiency)      Assets  Ratio     (Deficiency)

Correctional Employees Retirement Fund 

Judges Retirement Fund

 MSRS 2014 Comprehensive Annual Financial Report - 145

N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A

Actuarial Basis Fair Value Basis
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 Year Ended Actuarially Required Actual Covered Actual Member Annual Required  Actual Employer Percent 
 June 30  Contribution Rate (A) Payroll (B) Contributions (C) Contributions [(A)x(B)]-(C)] Contributions  Contributed

State Employees Retirement Fund  

 

State Patrol Retirement Fund 

Correctional Employees Retirement Fund 

* 

Schedule of Contributions from the Employer(s) 
and Other Contributing Entities 
Last Ten Years 
(Dollars in thousands)
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Year Ended Actuarially Required Actual Covered Actual Member Annual Required  Actual Employer Percent 
 June 30  Contribution Rate (A) Payroll (B) Contributions (C) Contributions [(A)x(B)]-(C)] Contributions**  Contributed

Judges Retirement Fund  

Legislators Retirement Fund* 

Elective State Officers Retirement Fund* 
 

*   
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Actuarial Valuation        Active Member                                             Percent Increase        
           Date                        Count                       Annual Payroll           Average Annual Pay         In Average Pay

State Employees Retirement Fund  

State Patrol Retirement Fund  

Correctional Employees Retirement Fund  
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Schedule of Active Member Valuation Data
Last Ten Fiscal Years
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Actuarial Valuation        Active Member                                             Percent Increase        
           Date                        Count                       Annual Payroll           Average Annual Pay         In Average Pay

Judges Retirement Fund  

Legislators Retirement Fund*  

Elective State Officers Retirement Fund*  
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State Employees Retirement Fund  

State Patrol Retirement Fund  

Correctional Employees Retirement Fund 
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Schedule of Retirees and Beneficiaries
Last Ten Fiscal Years 

Valuation       Added to Rolls                  Removed from Rolls       Rolls at Fiscal Year End         % Change      Average
    Year                              Annual                               Annual                              Annual              in Annual       Annual
  Ended        Number     Allowances        Number    Allowances     Number       Allowances         Allowances    Allowance
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Judges Retirement Fund  

Legislators Retirement Fund*  

Elective State Officers Retirement Fund*  
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Valuation       Added to Rolls                  Removed from Rolls      Rolls at Fiscal Year End         % Change       Average
    Year                            Annual                                 Annual                             Annual              in Annual       Annual
  Ended      Number     Allowances          Number    Allowances     Number     Allowances          Allowances    Allowance

* 
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State Employees Retirement Fund  

State Patrol Retirement Fund 

Correctional Employees Retirement Fund 
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Valuation
Date

 Active Member        Retirees and         Active Member

 

Reported Assets   (1)         (2)         (3)

 Portion Covered by
Reported Assets Funded

Ratio

Solvency Test
Last Ten Fiscal Years
(Dollars in thousands) 

Actuarial
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Judges Retirement Fund 

Legislators Retirement Fund*  

Elective State Officers Retirement Fund* 
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Valuation
Date

 Active Member        Retirees and         Active Member 

 

Reported Assets   (1)         (2)         (3)

 Portion Covered by
Reported Assets Funded

Ratio

Actuarial
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       Actuarial           Actuarial                                                                         UAAL as a
      Valuation                    Actuarial                        Value of          Unfunded Actuarial         Member            Percent 
         Date      Accrued Liabilities                  Assets              Accrued Liabilities          Payroll            of  Payroll

State Employees Retirement Fund  

State Patrol Retirement Fund 

Correctional Employees Retirement Fund 
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Summary of Unfunded Actuarial Accrued 
Liabilities (UAAL)
Last Ten Fiscal Years
(Dollars in thousands)
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       Actuarial           Actuarial                                                                         UAAL as a
      Valuation                    Actuarial                        Value of          Unfunded Actuarial         Member            Percent 
         Date      Accrued Liabilities                  Assets              Accrued Liabilities          Payroll            of  Payroll

Judges Retirement Fund 

Legislators Retirement Fund* 

    

Elective State Officers Retirement Fund*
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GASB Statements No. 67 and No. 68
Actuarial Valuation Results

the pension liability and pension expense reported in the  in this CAFR. 
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Actuary’s Certification Letter

December 15, 2014

Board of Directors
Minnesota State Retirement System
60 Empire Drive, Suite 300
St. Paul, MN 55103-3000

Re: 2014 Comprehensive Annual Financial Report (CAFR)

Dear Members of the Board:

We have prepared and presented to you our actuarial valuations for accounting and financial 
reporting purposes for the State Employees Retirement Fund (SERF), the State Patrol Retirement 
Fund (SPRF), the Correctional Employees Retirement Fund (CERF), the Judges Retirement Fund 
(JRF) and the Legislators Retirement Fund (LRF) as of June 30, 2014. These annual reports provide 
information that is intended to comply with the Governmental Accounting Standards Board 
(GASB) Statements No. 67 and No. 68. These calculations have been made on a basis that is 
consistent with our understanding of these accounting standards.  

GASB Statement No. 67 is the accounting standard that applies to the financial reports issued by 
retirement systems. GASB Statement No. 68 establishes accounting and financial reporting 
requirements for state and local government employers who provide their employees (including 
former employees) pension benefits through a trust.

In this Comprehensive Annual Financial Report (CAFR), the Schedule of Changes in Net Pension 
Liabilities and Related Ratios and the Schedule of Contributions from Employers and 
Nonemployers in the Financial Section have been prepared by MSRS based on information 
included in reports on the annual actuarial valuation prepared by Gabriel Roeder Smith & Company 
(GRS). MSRS was responsible for preparing the Schedule of Employer Allocations and the 
Schedule of Pension Amounts by Employer. Annual actuarial valuation reports for funding 
purposes as well as for accounting and financial reporting purposes are available on the MSRS 
website. In order to gain a full understanding of the actuarial condition of the system, it is important 
to read and understand the full actuarial reports for each of the aforementioned funds.

Valuation Results
The results of the June 30, 2014 GASB Statements No. 67 and No. 68 valuations are summarized in 
the following table (Dollars in Thousands).

Plan
Total Pension 

Liability
Plan Fiduciary 

Net Position
Net Pension 

Liability Ratio(1)

Pension 
Expense/ 
(Income)

Single 
Discount 

Rate
(a) (b) (a) – (b) (b) / (a)

SERF $  13,120,176 $  11,498,604 $  1,621,572 87.64% $  (257,887) 7.90%
SPRF 826,673 667,340 159,333 80.73 13,082 7.90
CERF 1,353,386 877,056 476,330 64.80 23,637 6.82
JRF 381,511 175,556 205,955 46.02 13,246 5.78
LRF(2) 146,499 8,258 138,241 5.64 16,555 4.29
(1)Plan Fiduciary Net Position as a Percentage of Total Pension Liability
(2)The Legislators Retirement Fund is currently funded on a pay-as-you-go basis
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Actuary’s Certification Letter

Members of the Board
December 15, 2014
Page 2

The following actuarial assumption and plan changes were recognized this year in the 
valuations for GASB Statements No. 67 and No. 68 purposes:

The single discount rate was changed from 6.63% on July 1, 2013 to 7.90% for the SERF,
from 6.08% on July 1, 2013 to 6.82% for the CERF, from 5.57% on July 1, 2013 to 5.78% for 
the JRF, and from 4.63% on July 1, 2013 to 4.29% for the LRF.

The assumed post-retirement benefit increase rate was changed from 2.0% per year 
indefinitely to 2.0% per year through 2015 in the SERF and LRF and through 2065 in the 
CERF, and 2.5% per year thereafter. The assumed post-retirement benefit increase rate was 
changed from 1.0% per year indefinitely to 1.0% per year through 2018, 1.5% per year from 
2019 through 2045, and 2.5% per year thereafter in the SPRF. (There was no change to the 
Judges assumed post-retirement benefit increase; it remains at 1.75% indefinitely.)

Effective July 1, 2014, for all funds, the funding ratio threshold, on a market value of assets 
basis, that must be attained to pay an increased post-retirement benefit increase to benefit 
recipients was changed from one year to two consecutive years. 

In the SERF, member and employer contribution rates as a percent of pay increased from 
5.0% to 5.5% beginning the first day of the first full pay period beginning July 1, 2014.  In the 
CERF, member contribution rates as a percent of pay increased from 8.60% to 9.10% and 
employer contribution rates as a percent of pay increased from 12.10% to 12.85% beginning 
the first day of the first full pay period beginning July 1, 2014.

In the SPRF, the interest assumption used to determine optional form conversion factors was 
changed from an actuarial equivalent rate consistent with the post-retirement discount rate to 
a fixed rate of 6.5%. 

In the JRF, the 10-year certain and life thereafter optional form of payment is no longer 
available.

The Elective State Officers Retirement Fund (ESORF) was administratively consolidated with 
the Legislators Retirement Fund (LRF) on July 1, 2013.  This change first affects financial 
reporting for the fiscal year ending June 30, 2014.  The LRF actuarial valuation includes 
ESORF actuarial accrued liabilities in both the beginning and end of year numbers.  Benefit 
provisions for both retirement plans are unaffected by the merger.

In the aggregate, the basic financial and membership data provided to us as of June 30, 2014 by 
MSRS appears reasonable in comparison to last year, and we have relied upon the data as submitted 
in performing the actuarial valuation and in preparing trend data schedules. All demographic 
actuarial assumptions are prescribed by Minnesota Statutes, the Legislative Commission on 
Pensions and Retirement (LCPR), or the MSRS Board of Directors. The economic assumptions are 
based on a review of inflation and investment return assumptions dated September 11, 2014. We 
developed a recommended range of 6.99% to 7.92% for the assumed investment return; at MSRS’ 
direction we used 7.9% as the long-term expected investment rate of return for purposes of these 
actuarial valuations.
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Members of the Board
December 15, 2014
Page 3

To the best of our knowledge and belief, the methods and assumptions used in the actuarial
valuations meet the parameters set by generally accepted actuarial principles and procedures 
(ASOPs), generally accepted accounting principles (GAAP) applicable in the United States, the 
requirements of Minnesota Statutes, Section 356.215, and the requirements of the Standards for 
Actuarial Work established by the LCPR.  In our opinion, the results of the reports reflect the 
actuarial position of the plans on an ongoing basis under the prescribed assumptions, methods, and 
procedures. 

Brian B. Murphy and Bonita J. Wurst are Members of the American Academy of Actuaries and 
meet the Qualification Standards of the American Academy of Actuaries to render the actuarial 
opinions contained in this report.  In addition, Mr. Murphy meets the requirements of “approved 
actuary” under Minnesota Statutes, Section 356.215, Subdivision 1, Paragraph (c).  The signing 
actuaries are independent of the plan sponsor.  We are not aware of any relationship that would 
impair the objectivity of our work.

Respectfully submitted, 

Brian B. Murphy, FSA, EA, MAAA 

Bonita J. Wurst, ASA, EA, MAAA 

BBM/BJW:bd
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Summary of GASB Statements No. 67 and No. 68 
Actuarial Valuation Results

(Dollars in thousands)

State Employees 
Retirement Fund

State Patrol 
Retirement Fund

Actuarial Valuation Date

$1,621,572  $159,333 

    Differences Between Expected and Actual Experience

Total Pension Expense (Income)  $(257,887)  $13,082 

Single Discount Rate

 •  
    the  of  this report. 
 •  
 •   
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Correctional 
Employees 

Retirement Fund
Judges 

Retirement Fund Retirement Fund

 $476,330  $205,955  $138,241 

 $23,637  $13,246  $16,555 

G
A

SB
 Statem

en
ts N

o. 67 an
d

 N
o. 68 A

ctu
arial V

alu
ation

 R
esu

lts

2042_19911_CC14.indd   161 1/7/15   3:37 PM



                     MSRS 2014 Comprehensive Annual Financial Report - 162

Summary Deferred Outflows (Inflows) of Resources 
Arising from Current Reporting Period

(Dollars in thousands)

State Employees 
Retirement Fund

Actual Experience

Total Differences between Expected and Actual Experience in the measurement of  the Total 
 $(44,023)

 pension expenses for 
the differences between expected and actual experience in the measurement of  the Total 

 pension expenses for 
the differences between expected and actual experience in the measurement of  the Total 

 $(1,477,308)

 pension expenses due 

 pension expenses due 

Actual Earnings on Pension Plan Investments

 $(1,051,376)

 pension expenses due 

 pension expenses due 
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State Patrol 
Retirement Fund

Correctional 
Employees 

Retirement Fund
Judges 

Retirement Fund Retirement Fund

 $(5,771)  $4,103  $5,080  $(237)

6 6

          0

 $30,058  ($147,067)  $(8,416)  $11,201 

6 6

          0 

 $(61,630)  $(78,799)  $(16,046)  $(1,039)
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Summary of Pension Expense (Income) 

(Dollars in thousands)

State Employees 
Retirement Fund

State Patrol 
Retirement Fund

Service Cost

            0            0

Employee Contributions

Administrative Expenses

       0

difference between expected and actual experience in the

pension plan investments

Total Pension Expense (Income)  $(257,887)  $13,082

                     MSRS 2014 Comprehensive Annual Financial Report - 164

G
A

SB
 S

ta
te

m
en

ts
 N

o.
 6

7 
an

d
 N

o.
 6

8 
A

ct
u

ar
ia

l V
al

u
at

io
n

 R
es

u
lt

s

2042_19911_CC14.indd   164 1/7/15   3:37 PM



Correctional 
Employees 

Retirement Fund
Judges 

Retirement Fund Retirement Fund

           0           0            0

         0                                                  
0

 $23,637  $13,246  $16,555
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Summary of Actuarial Methods and Assumptions 
(Dollars in thousands)

Actuarial Methods

1.  Actuarial Cost Method:  

2.  Asset Valuation Method:  Fair value of  assets

 State Employees

 
 Correctional Employees

  recent years)

  threshold required for an increase is reached for two consecutive years.
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Actuarial Assumptions

1.  Investment Return:

3.  Salary Increases:  

     Fund. (State Employees)

5.  Payroll Growth:

6.  Administrative expenses:

 

     Retirement: Employees) 
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Actuarial Tables

Salary Increase Rates

State Employees Retirement Fund
                         

Judges Retirement Fund

2.75% per year
                       

Legislators Retirement Fund

4.75% per year

                         

State Patrol Retirement Fund

Correctional Employees 
Retirement Fund

                        Salary Scale

      Service Years            Increase

 

                        Salary Scale

      Service Years            Increase

 

 6 6.00 

 
 

                        Salary Scale

      Service Years            Increase

 

   
 

168
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GASB 

requirements for the information presented in this 

context and details. The information contained in this 

The  shows a 

This data allows readers of the report to review trends 

The  displays in detail 

and rate information. The  

past ten years. 

information about the memberships and information about 
the employers that participate in the funds. The 
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Introduction

State Employees Retirement Fund

                                                                     2005                   2006                    2007                    2008                                          

Additions  

  Investment Income 

Total Additions 

Deductions 

Total Deductions 

Change in Net Position 

Schedule of Changes in Fiduciary Net Position

(Dollars in thousands)
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The  

options selected.  

a broader historical picture of the activities at MSRS. For 

 will similarly 
increase for members with comparable years of service. 

 and 
  found in this .

All the information contained in the schedules of this 
section was extracted from the database records of MSRS 

                                              2009                      2010                        2011                        2012                    2013                 2014
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State Patrol Retirement Fund

                                                   2005                    2006                    2007                2008                                           

Additions  

  Investment Income       

Total Additions 

Deductions 

Total Deductions
  
Change in Net Position 

Schedule of Changes in Fiduciary Net Position

(Dollars in thousands)

Correctional Employees Retirement Fund

                                                   2005                    2006                    2007                2008                                           

Additions 

  Investment Income       

Total Additions 

Deductions 

Total Deductions

Change in Net Position 
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                                            2009                       2010                       2011                        2012                     2013                  2014
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                                            2009                       2010                       2011                        2012                     2013                  2014
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Legislators Retirement Fund*

                                                                      2005                    2006                     2007                    2008                                        

Additions 

  Employer Contributions   0 0 0 0 
  Investment Income       

Total Additions 

Deductions 

Total Deductions

Change in Net Position 

Judges Retirement Fund

                                                                       2005                   2006                     2007                    2008                                        

Additions 

  Investment Income       

Total Additions 

Deductions 

Total Deductions

Change in Net Position 
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Schedule of Changes in Fiduciary Net Position

(Dollars in thousands)
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                                               2009                      2010                       2011                       2012                     2013                   2014

0 0 0 0 0 0
    

 

  

                                               2009                      2010                       2011                       2012                     2013                   2014
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Unclassified Employees Retirement Fund

                                                                  2005                       2006                    2007                     2008                                        
Additions     

  Investment Income       

Total Additions 

Deductions 

Total Deductions

Change in Net Position 

Elective State Officers Retirement Fund*

                                                                  2005                       2006                    2007                     2008                                        

Additions 

  Employer Contributions  0 0 0 0 
  Investment Income       
    (Net of Expenses)  0 0 0 0 

Total Additions 

Deductions 

  Refunds  0 0 0 0 

  Other Expenses  0 0 0 0 
Total Deductions

Change in Net Position 
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Schedule of Changes in Fiduciary Net Position

(Dollars in thousands)
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                                                2009                       2010                    2011                        2012                   2013                 2014

    

 

  

                                          2009                        2010                     2011                       2012                       2013                

0 0 0 0 0
    

0 0 0 0 0

0 0 0 0 0

0 0 0 0 0
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Minnesota Deferred Compensation Fund

                                                             2005                       2006                   2007                   2008                                        

Additions      

 Investment Income      

Total Additions

Deductions 

  Total Deductions 

Change in Net Position

 

                                                             2005                       2006                   2007                   2008                                       

Additions 

   Investment Income        

Total Additions 
 
Deductions 

   Total Deductions

Change in Net Position 

                             MSRS 2014 Comprehensive Annual Financial Report - 178

Schedule of Changes in Fiduciary Net Position

(Dollars in thousands)

Health Care Savings Fund
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                                                2009                         2010                      2011                       2012                    2013                    2014

 

                                                2009                    2010                      2011                      2012                       2013                      2014
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Hennepin County Supplemental Retirement Fund*

                                                            2006                       2007                      2008                   2009                                      

Additions 

  Investment Income      

Total Additions

Deductions 

Total Deductions 

Change in Net Position

Schedule of Changes in Fiduciary Net Position

(Dollars in thousands)
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                                               2010                      2011                    2012                 2013             2014
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State Employees Retirement Fund  

State Patrol Retirement Fund  

Correctional Employees Retirement Fund  

Fiscal Year 
Ended 

June 30

Employee
Contributions

Employer
Contributions

Investment
Income

Other
Income Total

Actual
Covered
Payroll

Percentage
Employer

Contributions*

Schedule of Revenues by Source

(Dollars in thousands)
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Fiscal Year 
Ended 

June 30

Employee
Contributions

Employer
Contributions

Investment
Income

Other
Income Total

Actual
Covered
Payroll

Percentage
Employer

Contributions*

Judges Retirement Fund 

Legislators Retirement Fund** 

Elective State Officers Retirement Fund** 
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Fiscal Year 
Ended 

June 30 Annuity Benefits Administrative Expenses Refunds Other Expenses Total

State Employees Retirement Fund 

State Patrol Retirement Fund 

Correctional Employees Retirement Fund 
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Schedule of Expenses by Type

(Dollars in thousands)
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Fiscal Year 
Ended 

June 30 Annuity Benefits Administrative Expenses Refunds Other Expenses      Total

Judges Retirement Fund 

Legislators Retirement Fund* 

Elective State Officers Retirement Fund* 
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Correctional Employees Retirement Fund

                                                                      2005                    2006                    2007                   2008                                        

Benefits by Type 

Refunds by Type 

State Patrol Retirement Fund

                                                                      2005                    2006                    2007                   2008                                        

Benefits by Type 

Refunds by Type 

State Employees Retirement Fund

                                                                     2005                    2006                    2007                  2008                                         

Benefits by Type 

Refunds by Type 
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Schedule of Benefits and Refunds by Type

(Dollars in thousands)
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                                      2009                        2010                       2011                       2012                        2013                    2014

                                      2009                        2010                       2011                       2012                        2013                    2014

                                     2009                         2010                       2011                  2012                        2013                   2014
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Elective State Officers Retirement Fund* 

                                                                       2005                    2006                     2007                  2008                                       

Benefits by Type** 

Refunds by Type
There were no refunds for the past ten years.

Legislators Retirement Fund* 

                                                                       2005                    2006                     2007                  2008                                        

Benefits by Type** 

Refunds by Type 

Judges Retirement Fund

                                                                       2005                    2006                     2007                  2008                                        

Benefits by Type 

Refunds by Type 

Death  0 0 0 0 
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Schedule of Benefits and Refunds by Type

(Dollars in thousands)
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                                  2009                     2010                         2011                       2012                         2013                            

                                  2009                     2010                        2011                       2012                         2013                         2014

                                   2009                    2010                        2011                       2012                         2013                         2014

0 0 0 0 0 0
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                                   Entry Age                                 Entry Age                     Attained Age                        Service Credit
 Fiscal Year
   Ended        Male        Female       Total          Male    Female     Total Male     Female    Total  Male      Female     Total

State Employees Retirement Fund 

State Patrol Retirement Fund 
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Active Members Average Age Tables

(In Years)

Averages for All MembersAverages for New Members                                                                                                                              

2042_19911_CC14.indd   190 1/7/15   3:38 PM



                      Averages for New Members                                                  Averages for All Members

                                Entry Age                                Entry Age                       Attained Age                        Service Credit
 Fiscal Year
   Ended       Male        Female       Total          Male    Female     Total Male     Female    Total  Male      Female     Total

Correctional Employees Retirement Fund 

06/30/12

Judges Retirement Fund 

  MSRS 2014 Comprehensive Annual Financial Report - 191

2042_19911_CC14.indd   191 1/7/15   3:38 PM



State Employees Retirement Fund
 

 

 Totals

 

  

State Patrol Retirement Fund

        

 Totals

Monthly 
Benefit Amount

Number of 
Retirees

Retirement Type Option Selected

Monthly 
Benefit Amount

Number of 
Retirees

Retirement Type

                 1                     2                       3                          Life      I        II    III

                 1                     2                     3                          Life      I        II   III

Option Selected
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    Type: Option:

          Retired members  Life    
         Joint and Survivor annuity

                                                               III      

    Type: Option:

          Retired members  Life    
         Joint and Survivor annuity

                                                               III      

Schedule of Retired Members by Type of Benefit
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Correctional Employees Retirement Fund

 

 Totals 

 

Judges Retirement Fund

 

 Totals

Monthly 
Benefit Amount

Number of 
Retirees

Retirement Type

                1                      2        3                     Life                      I        II   III

Option Selected

Monthly 
Benefit Amount

Number of 
Retirees

Retirement Type

                1                     2                      3                      Life                     I                    II              III

Option Selected
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    Type: Option:

          Retired members  Life    
         Joint and Survivor annuity

                                                               III      

    Type: Option:

          Retired members  Life    
         Joint and Survivor annuity

                                                               III      

2042_19911_CC14.indd   193 1/7/15   3:38 PM



 

 Totals

Member         Survivor

Monthly 
Benefit Amount
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Number of 
Retirees Life                          I                      II          

Option SelectedRetirement Type

Option:
  Life    
  I         Joint and Survivor annuity    

Schedule of Retired Members by Type of Benefit

Legislators Retirement Fund*
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State Employees Retirement Fund

                              Years Credited Service
                                                          0-5        5-10        10-15         15-20       20-25        25-30           30+        Totals
Retirement Effective Dates
Period 7/1/04 to 6/30/05:

Period 7/1/05 to 6/30/06:

Period 7/1/06 to 6/30/07:

Period 7/1/07 to 6/30/08:

Period 7/1/08 to 6/30/09:

Period 7/1/09 to 6/30/10:

Period 7/1/10 to 6/30/11:

Period 7/1/11 to 6/30/12:

Period 7/1/12 to 6/30/13:

Period 7/1/13 to 6/30/14:

Period 7/1/04 to 6/30/14:
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State Patrol Retirement Fund
                                                                                              Years Credited Service
                                                         0-5         5-10        10-15        15-20       20-25        25-30           30+        Totals
Retirement Effective Dates 
Period 7/1/04 to 6/30/05:

Period 7/1/05 to 6/30/06:

Period 7/1/06 to 6/30/07:

Period 7/1/07 to 6/30/08:

Period 7/1/08 to 6/30/09:

Period 7/1/09 to 6/30/10:

Period 7/1/10 to 6/30/11:

Period 7/1/11 to 6/30/12

Period 7/1/12 to 6/30/13:

Period 7/1/13 to 6/30/14:

Period 7/1/04 to 6/30/14:
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Correctional Employees Retirement Fund
                                                                                              Years Credited Service
                                                         0-5         5-10        10-15        15-20       20-25        25-30           30+        Totals
Retirement Effective Dates 
Period 7/1/04 to 6/30/05:

Period 7/1/05 to 6/30/06:

Period 7/1/06 to 6/30/07:

Period 7/1/07 to 6/30/08:

Period 7/1/08 to 6/30/09:

Period 7/1/09 to 6/30/10:

Period 7/1/10 to 6/30/11:

Period 7/1/11 to 6/30/12

Period 7/1/12 to 6/30/13:

Period 7/1/13 to 6/30/14:

Period 7/1/04 to 6/30/14:
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Judges Retirement Fund
                                       Years Credited Service
                                                          0-5        5-10        10-15      15-20        20-25         25-30           30+        Totals

Retirement Effective Dates
Period 7/1/04 to 6/30/05: 

Period 7/1/05 to 6/30/06: 

Period 7/1/06 to 6/30/07: 

Period 7/1/07 to 6/30/08: 

Period 7/1/08 to 6/30/09:

Period 7/1/09 to 6/30/10: 

Period 7/1/10 to 6/30/11: 

Period 7/1/11 to 6/30/12: 

Period 7/1/12 to 6/30/13: 

Period 7/1/13 to 6/30/14: 

Period 7/1/04 to 6/30/14: 
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Legislators Retirement Fund***
                                     Years Credited Service
                                                          0-5        5-10        10-15      15-20          20-25        25-30          30+          Totals

Retirement Effective Dates
Period 7/1/04 to 6/30/05: 

Period 7/1/05 to 6/30/06: 

Period 7/1/06 to 6/30/07: 

Period 7/1/07 to 6/30/08: 

Period 7/1/08 to 6/30/09: 

Period 7/1/09 to 6/30/10: 

Period 7/1/10 to 6/30/11: 

Period 7/1/11 to 6/30/12: 

Period 7/1/12 to 6/30/13: 

Period 7/1/13 to 6/30/14: 

Period 7/1/04 to 6/30/14: 
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Elective State Officers Retirement Fund***
                              Years Credited Service
                                                           0-5          5-10       10-15      15-20         20-25      25-30          30+        Totals
Retirement Effective Dates
Period 7/1/04 to 6/30/05: 

Period 7/1/05 to 6/30/06: 

Period 7/1/06 to 6/30/07: 

Period 7/1/07 to 6/30/08:

Period 7/1/08 to 6/30/09: 

Period 7/1/09 to 6/30/10: 

Period 7/1/10 to 6/30/11: 

Period 7/1/11 to 6/30/12: 

Period 7/1/12 to 6/30/13: 

Period 7/1/04 to 6/30/13: 
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Participating Employer 

State Employees Retirement Fund 

State Patrol Retirement Fund 

Correctional Employees Retirement Fund 

Judges Retirement Fund 

Legislators Retirement Fund 

Participating Employer 

Unclassified Employees Retirement Fund** 

Health Care Savings Plan** 

Independent School District (ISD)   
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Schedule of Principal Participating Employers

                   Fiscal Year 2014
      Active                           % of Total
  Employees       Rank    Active Members  

                   Fiscal Year 2014
    Covered                         % of Total
  Employees       Rank       Total Fund  

                   Fiscal Year 2005
    Active                         % of Total
Employees      Rank     Active Members

                   Fiscal Year 2005
  Covered                         % of Total
Employees      Rank        Total Fund
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Schedule of Principal Participating Employers

Minnesota Deferred Compensation Fund (MNDCP)**

Hennepin County Supplemental Retirement Fund** 

                        Fiscal Year 2014
      Covered Employees    Rank    % of Total FundParticipating Employer           

                   Fiscal Year 2009***
  Covered Employees  Rank   % of Total Fund
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Schedule of Participating Employers

City of  Cottonwood
City of  Crookston
City of  Crosby
City of  Crosslake
City of  Crystal
City of  Dassel
City of  Dawson
City of  Deephaven
City of  Deer River
City of  Detroit Lakes
City of  Dilworth

City of  Duluth
City of  Dundas

City of  East Bethel
City of  East Grand Forks

City of  Eden Valley
City of  Edina
City of  Elk River
City of  Ely
City of  Eveleth
City of  Faribault

City of  Floodwood
City of  Foley
City of  Forest Lake
City of  Gaylord
City of  Gilbert
City of  Glencoe
City of  Golden Valley
City of  Goodhue
City of  Grand Marais
City of  Grand Rapids

City of  International Falls

City of  Isanti
City of  Isle
City of  Jackson
City of  Janesville
City of  Jordan
City of  Kasson
City of  Keewatin
City of  La Crescent

City of  Lake City
City of  Lake Shore
City of  Lakeville
City of  Le Center
City of  Le Sueur

City of  Lino Lakes

City of  Little Falls
City of  Littlefork

City of  Madelia
City of  Mahtomedi
City of  Mankato
City of  Maple Grove
City of  Maple Lake
City of  Maplewood
City of  Marble
City of  Marietta
City of  Marshall

City of  Medina
City of  Melrose

City of  Milaca
City of  Minneapolis
City of  Minnetonka
City of  Montevideo

City of  Monticello
City of  Moorhead
City of  Moose Lake
City of  Mora
City of  Morris
City of  Mound
City of  Mounds View
City of  Mountain Iron
City of  Nashwauk
City of  Nevis

City of  New York Mills
City of  Newport
City of  Nisswa
City of  North Oaks

City of  Oak Grove

City of  Oakdale
City of  Orono
City of  Osakis
City of  Osseo
City of  Owatonna

City of  Ramsey
City of  Red Lake Falls
City of  Redwood Falls

State

State of  Minnesota

Cities

City of  Aitkin
City of  Akeley
City of  Albert Lea
City of  Albertville
City of  Alexandria
City of  Anoka
City of  Apple Valley

City of  Aurora
City of  Austin
City of  Babbitt
City of  Balaton
City of  Battle Lake
City of  Baudette
City of  Baxter
City of  Bertha
City of  Blaine

City of  Blue Earth
City of  Bovey
City of  Brainerd

City of  Brooklyn Center

City of  Browerville
City of  Browns Valley
City of  Buffalo
City of  Buhl
City of  Burnsville
City of  Caledonia

City of  Cannon Falls
City of  Carlton
City of  Chanhassen

City of  Chisholm

City of  Clarissa
City of  Cleveland
City of  Cloquet
City of  Cohasset

City of  Coleraine

City of  Columbus
City of  Coon Rapids
City of  Corcoran
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Schedule of Participating Employers (continued)

City of  Robbinsdale
City of  Rochester
City of  Rockford

City of  Rosemount
City of  Roseville
City of  Rush City
City of  Rushford
City of  Sandstone
City of  Sartell 
City of  Sauk Centre
City of  Sauk Rapids

City of  Scandia
City of  Shakopee
City of  Silver Bay
City of  Slayton
City of  Sleepy Eye

City of  St. Anthony
City of  St. Charles
City of  St. Cloud
City of  St. Francis
City of  St. James

City of  St. Michael

City of  Staples
City of  Stephen
City of  Stewartville
City of  Stillwater
City of  Thief  River Falls
City of  Tonka Bay
City of  Tower
City of  Tracy
City of  Truman

City of  Vernon Center
City of  Victoria

City of  Wabasha
City of  Wadena

City of  Warroad
City of  Waseca

City of  Wells
City of  West Concord

City of  Wheaton
City of  White Bear Lake
City of  Willmar
City of  Windom
City of  Winona
City of  Woodbury

City of  Zumbrota

Stearns County
Steele County
Stevens County
Swift County
Todd County
Wabasha County
Wadena County
Waseca County

Watonwan County
Wilkin County
Winona County

Independent School Districts (ISD) 
and other Educational Entities

Townships

Town of  Fayal
White Bear Township
Town of  White

Counties

Anoka County
Becker County
Beltrami County
Benton County
Blue Earth County
Brown County
Carlton County
Carver County
Cass County

Clay County
Clearwater County
Cook County

Dakota County

Faribault County
Fillmore County
Goodhue County
Grant County

Isanti County
Itasca County
Kanabec County
Kandiyohi County

Lake County
Lake of  the Woods County
Le Sueur County
Lincoln County
Lyon County
Marshall County
McLeod County
Mille Lacs County
Mower County
Murray County
Nicollet County
Nobles County
Norman County
Olmsted County
Ottertail County

Ramsey County
Red Lake County
Redwood County
Renville County
Rock County
Scott County
Sherburne County
Sibley County
St. Louis County
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Freshwater Education District
Great Expectations School

New Visions Academy

AFSCME

Anoka Conservation District

Arrowhead Library System
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Schedule of Participating Employers (concluded)

Becker County SWCD (Soil and Water Conservation 
  District)
Beltrami Area Service Collaborative
Benton County SWCD

  Authority)

Brown County SWCD
Carlton County SWCD
Carver County CDA (Community Development 

Carver County SWCD

Chippewa County SWCD

Crosslake Communications
Dakota Communications Center
Dakota County CDA
Dawson Municipal Liquor Store

Duluth Entertainment Convention Center (DECC)

Duluth Teachers Retirement Fund Association
Duluth Transit Authority

Enterprise Minnesota
Fillmore County SWCD

Freeborn County SWCD

Greenwood Connections

Kandiyohi SWCD

Lincoln County SWCD
Littlefork Medical Center
LOGIS (Local Government Information Systems)

Mahnomen SWCD
Marshall County SWCD

Metropolitan Airports Commission
Metropolitan Council
Metropolitan Mosquito Control District

Mille Lacs SWCD

Minnesota Association of  Secondary School 

Minnesota Conservation Corps

Minnesota Crop Improvement Association

  (MGEC)

Minnesota Safety Council
Minnesota Sports Facilities Authority
Minnesota Valley Transit Authority

Morrison SWCD
Mower SWCD

New River Medical Center

Nicollet SWCD
Norman County SWCD

North St. Louis SWCD
Northern Dakota County Cable Communications   

Red River Valley Conservation Service Area
Red Rock Rural Water System

Redwood SWCD

Renville County SWCD

Rice County Auditor/Treasurer
Rice County SWCD

Rice Creek Watershed District

Scott County SWCD

South Metro Fire Department
South St. Louis County SWCD

  Commission
Spirit Mountain Recreation Area

St. Cloud Metropolitan Transit Commission

State Fair
Stearns County SWCD
Steele County SWCD
Stevens SWCD

Traverse Des Sioux Library

  Development Commission

Veolia Environmental Services

West Metro Fire Rescue
West Ottertail County SWCD
Western Lake Superior Sanitary District  
Wilkin County SWCD

2042_19911_CC14.indd   206 1/7/15   3:38 PM



2042_19911_CC14.indd   207 1/7/15   3:38 PM



Email: info@msrs.us
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