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¢ Teachers Retirement Association

Pension funds serve 1/2 million

TRA

Public teachers/admin.
(except Duluth/St. Paul)

State universities
Community colleges
Charter schools

MEMBERSHIP

77,356 active members

12,756 deferred, vested
members

53,529 benefit recipients

MSRS

= State employees
= U of Minnesota
= Metropolitan Council

= Legislators and staff

= State Patrol

= Correctional
MEMBERSHIP

= 54,522 active DB members

= 16,000 deferred, vested DB
members

= 29,582 DB benefit recipients

EMPLOYEE OPTIONS

= 80,000 deferred
compensation

= 65,000 health care savings

PERA

City

County

Non-teaching school
district employees
Police & Fire
Correctional
Minneapolis Employees
(MERF)

MEMBERSHIP

154,506 active members

= 48,747 deferred, vested

members
84,280 benefit recipients



Retirement Systems of Minnesota

r\-'IjI'I[H.'S[Jt.l ST.IT.'L' RI.‘[il'L'!'.ﬂL'[].l.’ S\'.‘;EL‘I]'I s

SBIl investment returns

Periods ending 6/30/2011

30%

NOTE: SBI returns
exceeded 8.5% in
20 of past 31 years.
Returns fell below

8.5% in 11 years, 20%
five of which were
in most recent
decade.
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2010 pension bill cut costs by $5.9 billion

Plan Cost reduction

MSRS General $ 0.650 billion

MSRS Correctional $ 0.045 billion

MSRS State Patrol $ 0.062 billion

PERA General $ 2.800 bhillion

PERA P&F $ 0.625 billion

PERA Correctional $ 0.015 billion
TRA | si7SObiln |
TOTAL $ 5.947 billion

Source: Mercer Consulting FY 2010 actuarial reports
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MSRS General Plan funding history

Actuarial Value Market Value
98.7%

93.7% 90.2% g5 g0y 87.3% 85-6%* 88.5% 86.1%*

Year 2007 2008 2009 2010 2011 2007 2008 2009 2010 2011

18.3% -5% -18.8% 15.2% 23.3%

Return 18.3% -5% -18.8% 15.2% +23.3%

o5 General Plan Contribution Rate History
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*2011 funding ratios are estimated
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MSRS General Plan financial status

Fiscal Year Fiscal Year Fiscal Year
MSRS 2009 2010 2011*

Value ACTUARIAL MARKET ACTUARIAL MARKET ACTUARIAL MARKET

"'ab"'t'es $10.5 billion  $105 billion  $10.3 billion  $10.3 billion  $10.6 billion  $10.6 billion
$9 billion $6.9 billion $9 billion $7.6 billion $9.1 billion $9.2 billion
Unfunded

Liabilities $1.5 billion $3.9 billion $1.3 billion $2.7 billion $1.5 billion $1.4 billion
Fun_ded 85.9% 65.6% 87.3% 75.0% 85.6% 86.1%
Ratio

Sufficiency/ (1.5%) (6.38%) (.99%) (3.9%) (1.2%) (1.1%)
(Deficiency) of pay of pay of pay of pay of pay of pay

*2011 are preliminary estimates
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& Minnesota State Retirement System  Public Employees Retirement Association + Teachers Retirement Association
MSRS State Patrol Plan funding history
Actuarial Value Market Value
95.4% 96.3%
85.8% 85.0%

80.5% 83.0% 79 704

2007 2008 2009 2010 2011
18.3 -5% -18.8% 15.2 23.3%

Year gelliy 2008 2009 2010 2011
Return ReE:H’ -5% -18.8% 15.2 23.3%

'—H—'—'\________\ Contribution rate history

Current rate: 10.4% employee/15.6% employer
July 1, 2011: 12.4% employee/18.6% employer

1973
1974
1975
1976
1977
1978
1979
1980
1981
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011

—&®— Employee —#— Employer
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MSRS State Patrol Plan financial status

Fiscal Year Fiscal Year Fiscal Year
MSRS 2009 2010 2011*

Value

Assets

Unfunded
Liabilities

Sufficiency/
(Deficiency)

ACTUARIAL

$725 million

$584 million

$141 million

(12.2%)
of pay

MARKET

$725 million

$450 million

$275 million

62%

(24.2%)
of pay

ACTUARIAL

$683 million

$567 million

$116 million

53%

(7.8%)
of pay

MARKET

$683 million

$489 million

$194 million

71.5%

(15.1%)
of pay

ACTUARIAL

$707 million

$563 million

$144 million

79.7%

(5.1%)
of pay

MARKET

$707 million

$568 million

$139 million

80.3%

(4.7%)
of pay

*2011 are preliminary estimates
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Actuarial Value Market Value
84.0%

74.3%

Year Rriliy 2008 2009 2010 2011

2007 2008 2009 2010 2011
18.3% -5% -18.8% @ 15.2% 23.3%

Return BEEEY LY -18.8% 15.2% 23.3%

Correctional Plan Contribution Rate History
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MSRS Correctional Plan financial status

Fiscal Year Fiscal Year Fiscal Year
MSRS 2009 2010 2011*

Value

Assets

Unfunded
Liabilities

Sufficiency/
(Deficiency)

ACTUARIAL

$821 million

$590 million

$232 million

(6.05%)
of pay

MARKET

$821 million

$457 million

$364 million

55.6%

(9.77%)
of pay

ACTUARIAL

$851 million

$604 million

$247 million

71.0%

(4.7%)
of pay

MARKET

$851 million

$525 million

$326 million

61.7%

(7.0%)
of pay

ACTUARIAL

$919 million

$638 million

$281 million

69.4%

(5.5%)
of pay

MARKET

$919 million

$648 million

$271 million

70.5%

(5.2%)
of pay

*2011 are preliminary estimates



Retirement Systems of Minnesota

Minnesota State Retirement System « Public Employees Retirement Association « Teachers Retirement Association
PERA General Plan funding history
Actuarial Value Market Value
73.3% 73.6% 70 ggp 0-4% 74.8%* 77.5% 45 004 75.5%*

66.0%

53.8%

Year 2007 2008 2009 2010 2007 2008 2009 2010 2011

18.3% -5% -18.8% 15.2% +23.3%

Return eV -5% -18.8% 15.2%

8.00%
7.00%

6.00%
5.00% / \ .o o

4
4.00% T‘—‘—‘—‘—‘—W
3.00%

200% ... Currentrate: 6.25% employee, 7.25% employer
1.00%
0.00%

1973 1975 1977 1979 1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011

—e—Employee —a—Employer

*2011 funding ratios are estimated
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PERA General Plan financial status

Fiscal Year Fiscal Year Fiscal Year
PERA 2009 2010 2011*

ACTUARIAL MARKET ACTUARIAL  MARKET  ACTUARIAL  MARKET

S EEBY 5188 bilion  $188billion  $17.2billion  $17.2billion  $18.1billion  $18.1 billion
$13.2billion  $10.0billion  $13.1billion  $11.3billion $13.5billion  $13.7 billion

Unfunded
Liabilities $5.6 billion $8.8 billion $4.1 billion $5.9 billion $4.6 billion $4.4 billion

Funded

; 70.0% 53.8% 76.4% 66.0% 74.8% 75.5%
Ratio
Sufficiency/ (2.67%) (6.73%) 0.8% (1.7%) 0.1% 0.3%

(Deficiency) of pay of pay of pay of pay of pay of pay

*2011 are preliminary estimates
12
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Minnesota State Retirement S_\'.‘;t(.'!]] = Public F.rr:}‘rlm’-:.‘n.‘s Retirement Association = Teachers Retirement Association
|| ] hd "
PERA Police + Fire Plan funding history
Actuarial Value Market Value
97.5%

91.7% 88.4% g3 594, 87.0% g 0y, 86.4%

Year gl 2008 2009 2010 2011 2007 2008 2009 2010 2011

Return BEEYS -5% -18.8% 15.2% 23.3%

18.3% -5% -18.8% 15.2% 23.3%

16%

2%
H Contribution rate history e
12%

TN e

8%

6%

Current rate: 9.6% employee, 14.4% employer*
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Minnesota State Retirement Svstem « Public 1‘1::1plm ees Retirement Association * Teachers Retirement Association

PERA Police & Fire Plan financial status

Fiscal Year Fiscal Year Fiscal Year
PERA 2009 2010 2011*

Value ACTUARIAL MARKET ACTUARIAL MARKET ACTUARIAL MARKET

Liabilities $6.3 billion $6.3 billion $6 billion $6 billion $6.4 billion $6.4 billion

Assets $5.2 billion $4.0 billion $5.2 billion $4.5 billion $5.3 billion $5.3 billion

Unfunded
Liabilities $1.1 billion $2.3 billion $0.8 billion $1.5 billion $1.1 bhillion $1.1 billion

Funded
Ratio 83.2% 63.6% 87% 74.7% 82.2% 82 7%

(1.8%) (7.3%) (4.9%) (4.7%)
of pay of pay of pay of pay

Sufficiency/

(Deficiency) (6.5%) (15.6%)

14
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Minnesota State Retirement Svstem « Public l‘in:}‘rlm'cu Retirement Association * Teachers Retirement Association

PERA Correctional Plan funding history

Actuarial Value Market Value

98.4% 100.1% g4 g0y, 97.3% 95.1% 107.5% o o 97.1%

Year Bwioy 2008 2009 2010 2011 2007 2008 2009 2010 2011
Return BEREYS -5% -18.8% | 15.2% 23.3% 183%  -5% -18.8%  15.2% 23.3%

Correctional Plan Contribution Rate History

Established in 1999, the Correctional Plan has maintained a level
contribution rate; 5.83% employee & 8.75% employer

15
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Fiscal Year

PERA

2009

Minnesota State Retirement Svstem « Public 1‘1::1plm ees Retirement Association

PERA Correctional Plan financial status

¢ Teachers Retirement Association

HiEtaillies $229 million

Unfunded

Liabilities $12 million
Funded o
Ratio 10970
Sufficiency/ 0.55%

(Deficiency)

MARKET

$229 million

$167 million

$62 million

72.93%

(2.19%)
of pay

Fiscal Year
2010
ACTUARIAL MARKET
$250 million  $250 million
$240 million  $210 million
$1 million $4 million
97.25% 84.93%
1.37% (0.42%)
of pay of pay

Fiscal Year
2011*
ACTUARIAL MARKET
$290 million  $290 million
$280 million  $280 million
$1 million $1 million
95.1% 97.1%
0.78% 1.18%
of pay of pay

*2011 are preliminary estimates

16
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Minnesota Stare Retirement S_\'.‘;t(.'!]] « Public F.IT!].‘r'.EJ‘n'-:.'I.'h Retirement Association * Teachers Retirement Association
TRA funding history
Actuarial Value Market Value

87.5%

82.0% 77 205 79.6% 77.9%*

\(:::lg@m 2007 2008 2009 2010 2011
Return BEEZANETZ -18.8%  15.2%  +23.3%

[=]

2007 2008 2009 2010 2011
183% -5% -18.8%  15.2%  +23.3%

Teachers Retirement Contribution Rate History

10.00%

9.00% /- 8—0—0—0—0

8.00% \—%

7.00% o \ ]

6.00% _/ \ A / \!
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3.00%

> 00% Ccurrent rate: 6% emplovee. 6% emnplover
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1.00%

0.00%
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—&— Employee —®— Employer ) ) .
*2011 funding ratios are estimated
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Minnesota State Retirement Svstem « Public 1‘1::1plm ees Retirement Association * Teachers Retirement Association

A

TRA financial status

Fiscal Year Fiscal Year Fiscal Year

RA 2009 2010 2011**
Value ACTUARIAL MARKET ~ ACTUARIAL  MARKET = ACTUARIAL  MARKET

Llcloliitzs $23.1billion  $23.1billion  $21.7 billion  $21.7 billion  $22.0 billion  $22.0 billion

ASSELS $17.9 billion  $13.8billion  $17.3billion  $14.9billion  $17.1billion  $17.2 billion

Unfunded
Liabilities $5.2 hillion $9.3 billion $4.4 hillion $6.8 billion $4.8 billion $4.7 billion

Funded

77.4% 59.8% 79.6% 68.5% 77.9% 78.4%
Sufficiency/ (5.1%) (11.1%) 0.1% (3.8%) (0.4%) (0.2%)
(Deficiency) of pay of pay of pay* of pay* of pay* of pay*

* Incorporates contribution increases scheduled in statute for 2011-2014

**2011 are preliminary estimates 18
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- Minnesota: Prudent and proactive

Unlike many other states, Minnesota'’s public pensions have...
Disciplined funding

» Minnesota has been proactive about correcting problems, with positive effect on
state’s bond rating.

Lower costs

» Minnesota public employer contributions are 1.6 percent of total state and local
government spending, compared to 2.9 percent in other states. (Census Bureau)

» Average public employer contribution in other states: 9.4 percent
Substantial employee contributions

» Employees contribute roughly half the cost in Minnesota. Many states have low
or no employee contributions.

» Average employee contribution in other states: 5 percent (NASRA)
Proactive benefit reforms
» Post Fund reformed. Large increases no longer possible.

» Later retirement required. Age 66 is normal retirement age, Rule of 90 eliminated.
Three-fourths of current employees subject to more stringent retirement rules.
anges made in 1989, decades ahead of other states.

19
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Minnesota: Prudent and proactive

» 2010 pension reform legislation: Bipartisan at
the legislative level, shared sacrifice at the
stakeholder level.

» Minnesota is a model for other states in taking
bold, corrective action that is working.

» Making our state pension plans strong for
the future.

20
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APPENDIX

21
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Minnesota State Retirement Svstem « Public 1".::Jplm ees Retirement Association * Teachers Retirement Association

Pension system statistics

MSRS PERA

Average salary $48,000 $34,000

Average length of service 12.7 years 11 years

Average monthly pension $1,600 $1,300

Average retirement age 63 63

Average years of service at retirement 22 19

Average monthly pension — career
employee with 30 years service, age 66
retirement, $50,000 salary, post-1989 hire)

TRA

$49,000

11.9 years

$2,300

61

24

NOTE: Based on 2008 Benefit Adequacy Study

22
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Investment returns: Main funding source

Pensions are a shared responsibility

67m¢ 18¢7 15¢

. Employers i\ Employees
Earnings oY oY

S

Sources of MN public pension fund revenue, 1991-2010

23
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Minnesota State Retirement System « Public l".mplm ees Retirement Association

¢ Teachers Retirement Association

2010 reforms: Shared sacrifice

Post-retirement
adjustments

Vesting

Deferred interest,
inactive members

Contribution rate
changes

Refund interest

Lower COLA to 2%
until 90% funded

Increase from 3to 5
years

(Correctional:
increase from 5to 10
years)

2% for all plans

None

(State Patrol: 2% for
employee and 3% for
employer)

Lower to 4%

Lower COLA to 1% until
90% funded

Increase from 3 to 5 years
(Police & Fire: increase
from 5to 10 years)

1% for all plans for current
inactive; no interest for
future terminating members

.25% employee, employer
(Police & Fire: 0.2% for
employee and 0.3% for
employer

Lower to 4%

Two-year suspension,
then lower COLA to
2% until 90% funded

Remain at 3 years

2% for all plans

2% increase for
employee and
employer, phased in
2011-2014

Lower to 4%

24
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Public pensions help drive
Minnesota’s economy

» Our public retirement systems serve a half-million people.

> In FY 2011, the three Minnesota retirement plans paid 153,210 benefit recipients
more than $3 billion.

» About 90 percent of retirees live and pay taxes in Minnesota. Retiree spending
generates $738.3 million in federal, state and local tax revenue here, according to
the National Institute on Retirement Security’s (NIRS) state-by-state
“Pensionomics” survey.

> Public retiree spending ripples through the economy as one person’s spending
becomes another person’s income. Such spending supports $4.5 billion in total
economic output in Minnesota. (NIRS)

» Expenditures stemming from state and local pensions support 31,274 jobs in
Minnesota that paid $1.8 billion in wages and salaries. Each dollar paid out in
benefits supports $1.43 in economic activity in Minnesota. (NIRS)

25
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