
Teachers Retirement Association 
Board of Trustees Meeting 

Wednesday, January 23, 2019 - 9:30 a.m., Room 414 

1. Call to Order 

2. Approval of Minutes - 
a. p. 1-4 Meeting minutes - November 14, 2018 [ACTION] 

3. Old Business 
a. p. 5-12 

4. New Business 
a. p. 13-50 
a-1 p.51 

b. 

c. p. 53-59 

5. Legislative Update 

6. Director's Report 
a. p. 61-65 

b. p. 67-72 

C. p. 73 

d. Oral report 

7. Public comments 

Strategic Plan - Final Review [ACTION] Jay Stoffel, Barb Deming 

Presentation of Actuarial Funding Valuation and GASB 67 Valuation Reports 
[INFORMATION] Patrice Beckham, Brent Banister, Jay Stoffel, John Wicklund 

Review of CAFR and OLA Audit [INFORMATION] John Wicklund 
(Please bring your CAFR) 

Approve New Actuarial Purchase Factors, Accelerated Annuity Factors, and Level 
Formula Early Retirement Reduction Factors [ACTION] Jay Stoffel, John Wicklund 

Investment update [INFORMATION]-Jay Stoffel, John Wicklund 

Administrative update [INFORMATION] -Tim Maurer 

Upcoming meetings and presentations [INFORMATION]-Jay Stoffel 

Assistant Attorney General update [INFORMATION] - Kathryn Woodruff 

8. Dates of next meetings: 

Board of Trustees Wednesday, March 20, 2019 
Audit Committee Tuesday, March 19, 2019 

Future Board Meetings in 2019 (9:30 am in Room 414) Audit Committee Meetings (9:30 am in Room 414) 
Wednesday, June 12, 2019 Tuesday, June 11, 2019 

9. Adjourn 

Board members may participate by telephone. Members of the public wishing to address the board shall give notice (preferably in 
writing) to either the board president or executive director in advance of the meeting. The board provides members of the public with 
opportunities to address the board at the conclusion of the agenda. Members of the public should limit their comments to three (3) 
minutes and confine comments to matters under the board's jurisdiction and authority. Stakeholder groups wishing to speak to the 
board shall designate a spokesperson. The board reserves the right to determine what issues come before the board at any given time. 



!EXHIBIT 2AJ 

MINNESOTA TEACHERS RETIREMENT ASSOCIATION 
Minutes of the Board of Trustees 

November 14, 2018 

Board President Martha Lee Zins called the meeting to order at 9:30 a.m. Those 
attending in addition to Zins were: 

Board members: Denise Anderson, Will Baumann, Mary Broderick, Paul Moore, Joel 
Stencel, Mary Supple and Marshall Thompson 

TRA Staff: Susan Barbieri, Carol Diedrich, Tim Maurer, Leslie Nagel, Jay Stoffel, and 
John Wicklund. 

Legal Representative: Kathy Woodruff from the Office of the Attorney General. 

Others: Joan Beaver, Lonnie Duberstein, Paul Ehrhard, Charles Hellie, Curt Hutchens, 
Walt Munsterman, Rodney Rowe, and Louise Sundin. 

Called to order at 9:30 a.m. 

2.a. Approval of Minutes 
It was moved by Supple and seconded by Thompson to approve the minutes 
from the September 19, 2018 meeting, with corrections. The motion was passed 
unanimously by the Board. 

4.a. Audit Committee Report/Audit Charter Approval 
Thompson reported that the Audit Committee met on November 13, 2018 and received 
updates on the current audit initiatives. 

Thompson moved on behalf of the committee with a committee second, to 
recommend to the Board to include Amy Jorgenson as the MMB representative 
to the TRA Audit Committee with a committee second. The motion was passed 
unanimously by the Board. 

Thompson noted that the Audit Committee Charter has been divided into two 
documents, the TRA Audit Committee Charter and TRA Internal Audit Charter. 

Thompson moved on behalf of the committee with a committee second to 
approve the TRA Audit Committee Charter with one modification and also the 
TRA Internal Audit Charter with a committee second. The motion was passed 
unanimously by the Board. 
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Minutes, TRA Board of Trustees 
November 14, 2018 

4.b. Improved Money Purchase Rate Approval 
Wicklund said the Board is required every year to approve a rate used for accounts 
eligible for the improved money purchase annuity. There are two active and fifteen 
inactive members in this program. TRA has calculated and proposes a 2.50 percent 
rate for fiscal year 2018. 

It was moved by Anderson and seconded by Baumann to adopt the 2.50 percent 
Improved Money Purchase Rate for the coming year. The motion passed 
unanimously by the Board. 

4.c. Board of Trustees Election: Process/Procedures 
Wicklund noted that the 2019 Board election process is now in the procurement phase. 
The request for proposal for election services was announced in the State Register. 
The Request for Proposal responses are due December 17. The deadline for 
candidates to apply is December 21. At this point we have not received any 
applications. Wicklund reviewed the proposed business rules and schedule for the 
2019 Board of Trustees Election process. 

1-3 
!;1::1 Supple moved, Moore seconded, to approve the Board election process and 
~ business rules described. The motion passed unanimously. 
I\.) 

I 

4.d. Website Analytics 
Barbieri reviewed engagement metrics since releasing the redesign of the TRA website. 
This data shows the number of people that visit the website in a given period of time, 
how long they stay, what pages they view, what sites sent them to us and what devices 
they're using. Thompson suggested that staff develop a search bar for the TRA website. 

4. e. NCTR Annual Conference - Review 
Stoffel noted some highlights and reviewed notes of the conference sessions. 

5 Legislative Update 
Stoffel noted that there is little to report at this time. Results of the recent election were 
reviewed. He noted that a House member will chair the LCPR for the next two years. 

6.a. Investment Update 
Wicklund reviewed the fiscal year 2018 investment return and inflation analysis report 
included in the Board packet. He also reviewed the fiscal year 2019 report and noted 
that the fiscal year to date return was -1.42 percent on assets of $21.53 billion. 

Page I 2 



Minutes, TRA Board of Trustees 
November 14, 2018 

6.b. Administrative Update 
Stoffel provided an update on some staffing changes at TRA. It was previously reported 
that Rachel Barth was hired as Legal/Legislative Director. The retirement systems have 
also hired a new Human Resources Director, Nicole Miner. Stoffel noted that Mansco 
Perry, Executive Director and Chief Investment Officer for the State Board of 
Investment, will be receiving a Lifetime Achievement award at the ninth annual Chief 
Investment Officer Innovation Awards banquet in New York City on December 13. 

Maurer reviewed the October issue of Inside TRAck, which included information on TRA 
rebranding, the state Combined Charities Campaign, Department Spotlight - technical 
operations and Achievement Awards. 

Wicklund and Maurer provided an update on modification to the Duluth field office 
noting that MSRS and PERA staff will be moving into the Duluth office in January 2019. 

Stoffel updated the Board on the Strategic Planning process. We have identified four 
goals and seven strategies. Currently staff is are drafting action plans. Another update 
will be provided to the Board at the January meeting. 

6.c. Upcoming meetings and presentations 
Stoffel reviewed a list of meetings and presentations with stakeholder groups. 

6.d. Assistant Attorney General Update 
Woodruff said that she expects the Kuehne appeal to be argued at the Court of Appeals 
by the time of the January TRA Board meeting. 

7 Public Comments 
Louise Sundin (Minneapolis Committee of 13) - Sundin shared with the Board a handout 
she received at a meeting on how public services impact the economy of the state and 

· Iocal communities. We need to expand on how important we are in the communities. 

Curt Hutchens (EdMN Retired/REAM) - Rachel Barth is very knowledgeable on 
retirement issues and is an excellent addition to TRA staff. The bond rating agency 
factor should be included in the report presented to the Omaha retirement system. 

Joan Beaver (EdMN Retired) - It is important to talk about pensions; the 2018 
legislation isn't a final fix and we need to continue to monitor the situation. 

Page I 3 



Minutes, TRA Board of Trustees 
November 14, 2018 

Chuck Hellie (EdMn Retired/REAM) - The bond rating agency issue helped us get a 
unanimous vote in all the committees, and both the House and the Senate. That was 
an important factor. 

Lonnie Duberstein (REAM) - Would like to commend the TRA Board for coordinating 
the strategic planning process. Would like to commend Tim and his employees on the 
Data Loss Prevention Plan. It is critical in this day and age. He also noted that there is 
a nice article on Luther Thompson in the REAM newsletter. 

Paul Ehrhard (REAM) - one of the goals for REAM is to increase the retiree 
membership on the TRA Board by one. We hope to have the cooperation from the 
present Board. 

8 Dates of next meetings 
January 23, 2019, 9:30 a.m. - Board of Trustees 
March 19, 2019, 9:30 a.m. - Audit Committee 
March 20, 2019, 9:30 a.m. - Board of Trustees 
June 11, 2019, 9:30 a.m. -Audit Committee 
June 12, 2019, 9:30 a.m. - Board of Trustees 

9 Adjourn 
The meeting adjourned at 11 :25 a.m. with a motion by Broderick, seconded by 
Moore and a unanimous vote by the Board. 

J. Michael Stoffel 
Executive Director 

Martha Lee Zins 
President 
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Dear TRA stakeholders, 

A II too often, it seems as though strategic plans are 

painstakingly conceived and drafted, only to be placed on a physical 

or virtual shelf and forgotten. Left to collect dust. My hope is that this 

time things will be different. 

Throughout this strategic planning process I've expressed the wish 

that this document be a living, breathing expression of who we are 

and the direction in which we want to go. 

TRA is a nimble organization, and our strategic plan reflects an 

ongoing commitment to innovation. As new circumstances and great 

ideas bubble up between now and 2023, we will continually adjust our 

strategic action plans in ways that help us meet our members' needs 

and expectations. 

Our mission is set in stone, but our strategic plan should be 

constantly in motion, ever-evolving. 

Living. Breathing. 

./ ,,. 

Executive Director 
r 



the four goals 

• 1 TRA will provide 
.. information to 

empower members, 
employers, legislators 

and taxpayers to be 
aware and engaged 

about TRA's 
governance structure 
as well as the value of 
a defined-benefit plan. 

Member educational 
materials should be 

clear, accurate, 
accessible and 

presented in innovative 
ways for all life stages. 

TRA will demonstrate 
dedication, stability 

and inclusivity. 
Leadership and staff 

will respect all 
perspectives and 

experiences. 
Succession planning 

and operational 
workforce planning will 
support the transfer of 

knowledge from 
outgoing employees 
and the recruitment 
and retention of new 

and existing 
employees. 

__ Y,,~~ 

_I,_ 

e 

TRA will 
abide by its 
fiduciary duty to ensure 
the financial stability of 
the plan while working 
toward fairness in benefit 
structure and 
contribution rates. TRA 
will continually monitor 
the plan's financial health. 
When needed, TRA will 
recommend adjustments 
to stabilize the fund 
while upholding the 
board's guiding 
principles of shared 
commitment. 
intergenerational equity, 
long-term financial 
sustainability and 
maintaining the 
recruitment/retention 
value of a TRA pension. 

TRA will be a 0 
risk-intelligent 
organization with a 
robust, proactive and 
comprehensive 
risk-management 
program. TRA will 
continue to monitor 
and respond to known 
and emerging risks. 



the strategies 

EVALUATE plan provisions to serve future TRA members, employers 
and taxpayers. 

IMPROVE stakeholder engagement. 

ENHANCE comprehensive risk-management program. 

CREATE framework for analyzing operational business processes. 

DESIGN workforce of the future for benefit plan of the future. 

DEVELOP comprehensive, robust training program. 

IMPROVE employee engagement. 



T RA celebrated the successfu I completion of several major projects in 2018. The years 

long transition from an antiquated member data system to a sleek, secure and highly 

functional .Net online account management system wrapped up. Major bipartisan 

sustainability legislation passed after three years of effort at the state capitol by agency staff 

and dedicated stakeholder groups, putting TRA on track to reach full funding in 30 years. 

Member services was reinvigorated as experienced staff 

assumed leadership roles. Security, audit and information 

technology staff continued implementing new ideas to mitigate 

risk. The agency created a fresh new logo and website as a 

first step toward improving member engagement. 
, f/ 

Now it's time to look forward. With the goals and guiding 

principles of the Board of Trustees top of mind, TRA began 

working on a three- to five-year strategic plan. A team composed 

of a wide range of employees reviewed and reaffirmed TRA's 

mission statement, drafted four overarching goals inspired by 

board discussions, and distilled input from board members, 

employees and stakeholders into strategies and action plans to 

meet those four goals. 



TRA provides retirement, disability and survivor benefits to 

Minnesota's public educators, assisting them in achieving 

future income security. TRA strives to provide benefits that 

attract and retain competent teachers who serve communities 

throughout the state, building a stronger education system. 

TRA is committed to safeguarding the financial integrity of the 

fund and takes pride in providing exceptional, innovative 

services. 

To be an outstanding retirement system pursuing benefits and 

services that exceed members' expectations. 



DRAFT TRA Strategic Plan 2019-2023 

Strategy Action Plan 

Evaluate plan provisions and 
recommend reforms/best 
practices 

Create framework for analyzing 

• Contributon rate analysis 

• Develop statistics and metrics 

• Inventory plan provisions 

• Leaves of absence 

• Modification considerations 

• QDRO policies 

• Return to work - ELSA 

• Amortization period for UAAL 

• Out of state service credit purchase 

• Current state analysis, identify pain points/ synergies 

• Inventory processes 

operational businesses processes • Issue resolution 

• Outside assistance to develop work plan for this strategy 

• Analyze staffing needs by department 

Design workforce of the future for • Technology for the future 
benefit plan of the future • Define role of planning director 

DRAFT 

Owner Timeline 

Rachel lntermed. 

Rachel Near term 

Rachel Near term 

Rachel lntermed. 

Rachel Near term 

Rachel 
lnterm. / long 

Rachel lntermed. 

Rachel/Jay Near term 

Rachel Near term 

Dan research 

Jay, John, Tim 

lntermed. 

lntermed. 

Near term 

lntermed. 

Near term 

Near term 

-11-'u~.L 



DRAFT 
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TRA Strategic Plan 2019-2023 

Strategy 

Develop comprehensive, robust 
training program 

Action Plan 

• Assess knowledge gaps to design and implement a staff training program 

• Define and expand duties of a training coordinator 

• Develop a comprehensive training program for each deprt. 

• Increase risk education for employees 

• Review how TRA does cross-training for measurement of effectiveness 

DRAFT 

Owner Timeline 

Dan/ MT/ supervisors lntermed. 

Julie/ Dan/ MT Near term 

Julie/ Dan / MT lntermed. 

Dan/ Audit/ Security Long term 

Dan/ TBD Long term 

• Define and establish a risk intelligent organization (step #1) 

Enhance TRA's comprehensive risk • Implement a risk intelligent program (step #2) 
management program . . 

• Monitor and respond to known and emerging risks (step #3) 

Improve employee engagement 

• Create and implement a comprehensive employee engagement program 

• Solicit improvement ideas 

• Employer outreach 

Improve stakeholder engagement • Social media and web engagement 

• TRA rebranding 

Near term 

Near term 

Near term 
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CM I EXHIBIT 4A I 

Cavanaugh Macdonald 
CONSULTING, LLC 

' , ' 

Presentation of July 1, 2018 Valuation 
Results to the TRA Board of Trustees 

Presented by: 
Patrice A. Beckham, FSA 
Brent A. Banister, FSA 

January 23, 2019 

www.CavMacConsulting.com 
-£1-V~.L 
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Purposes of an Actuarial Valuation 

• Measure assets and liabilities 

• Determine Required Contribution per 
Chapter 356 (actuarial contribution rate) 

• Evaluate sufficiency of Statutory Contribution 
per Chapter 354 

• Analyze experience (actual vs. expected) in 
last year 

• Report on trends 

2 



., 
Actuarial Valuation 

~ Annual snapshot picture of the system as of a 
single date (July 1, 2018) 

~ Statistical projection of amount/timing of future 
benefits to be paid 

• Different reasonable sets of assumptions would produce 
different resu Its 

• Investment return set in statute 

~ Assets and liabilities are measured and the 
actuarial contribution rate is determined based on 
the funding policy 

3 
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Changes Since Prior Valuation • 
2018 Omnibus Pension Bill contained significant changes 
including: 
• The COLA was reduced from 2.0°/o each January to 1.0% effective 

January 1, 2019. Beginning January 1, 2024, the COLA will increase 
0.1 % each year until reaching the ultimate rate of 1.5%. 

• Beginning July 1, 2024, COLA eligibility changes to normal retirement 
age except for members who retire under Rule of 90 or who are 62 with 
30 years of service. 

• The COLA trigger was eliminated. 

• Augmentation in the early retirement reduction factors is phased out 
over a 5-year period beginning July 1, 2019. Members who retire and 
are at least 62 with 30 years of service are exempt. 

• Other: augmentation on deferred benefits reduced to 0% beginning July 
1, 2019. Interest payable on refunds to members reduced from 4.0% to 
3.0% effective July 1, 2018. Interest due on payments and purchases 
from members, employers is reduced from 8.5% to 7 .5% effective July 
1, 2018. 

4 
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Changes Since Prior Valuation • 
),i- 2018 Omnibus Pension Bill ( continued) 

• The employer contribution rate increases each July 1 over the next 6 years 
until it reaches the ultimate rate of 8.75°/o in 2023. The employee contribution 
rate will increase from 7.50% to 7.75% on July 1, 2023. The state provides 
funding for the higher employer contribution rate through an adjustment in 
the school aid formula. 

• The investment return assumption was lowered from 8.5% to 7.5%. 

• The amortization date for funding the Unfunded Actuarial Accrued Liability 
(UAAL) was reset to June 30, 2048. 

• A mechanism in the law that provided the TRA Board with some authority to 
set contribution rates (contribution stabilizer) was eliminated. 

5 

-L 1-V'H.L 



-81-V~J. 

Impact of Changes • 

Actuarial Accrued Liability 

Actuarial Value of Assets 

Unfunded Actuarial Accrued Liability 

Funded Ratio 

$28.246 

22.023 

$ 6.223 

77.97% 

$31.500 

22.023 

$ 9.477 

69.91% 

$28.643 

22.023 

$ 6.620 

76.89% 

Normal Cost Rate 8.77% 10.59% 9.16% 

UAAL Amortization Payment 9.16% 12.73% 7.70% 

Expenses 0.32% 0.32% 0.32% 

Total Required Contribution 18.25% 23.64% 17.18% 

Statutory Contribution 15.89% 15.89% 16.10% 

Contribution (Deficiency)/Sufficiency (2.36%) (7.75%) (1.08%) 
Note: Numbers may not add due to rounding 6 



,~~ 

Actuarial Valuation Results - July 1, 2018 
Actuarial Value of Assets Basis 

$ in Billions, Contributions as % of pay 
July1,2017 July1,2018 

(Actuarial Value) (Actuarial Value) 

Actuarial Accrued Liability 

Asset Value 

Unfunded Actuarial Accrued Liability (UAAL) 

Funded Ratio 

Normal Cost (with expenses) 

Amortization of UAAL 

Total Required Contribution 

Member plus Employer Contributions 

Contribution Surplus/(Deficiency) 

27.4 28.6 

21.1 22.0 

6.4 6.6 

76.8% 76.9% 

9.02% 9.48% 

9.41% 7.70% 

18.43% 17.18% 

15.93% 16.10% 

(2.50%) (1.08%) 

Note: Numbers may not add due to rounding 7 
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Actuarial Valuation Results - July 1, 2018 
Market Value of Assets Basis • 

July 1, 2017 July 1, 2018 
$ in Billions, Contributions as % of pay (Market Value) (Market Value) 

Actuarial Accrued Liability 27.4 28.6 
Asset Value 21.3 22.4 
Unfunded Actuarial Accrued Liability (UAAL) 6.2 6.3 
Funded Ratio 77.5% 78.1% 

Normal Cost (with expenses) 

Amortization of UAAL 

Total Required Contribution 

Member plus Employer Contributions 

Contribution Surplus/(Deficiency) 

9.02% 

9.13% 

18.15% 

9.48% 

7.32% 

16.80% 

15.93% 

(2.22%) 

16.10% 

(0.70%) 

Note: Numbers may not add due to rounding 8 



-~ 
Comments • 

~ Actual return of 10.3% on the market value of 
assets 
• Due to asset smoothing method, return of 9.8% on the 

actuarial value of assets 
• Return on actuarial value of assets generated an 

actuarial gain of $254 million 
• Market value is remains greater than the actuarial value 

of assets (deferred net gain of $335 million). Deferred 
gain last year of $190 million. 

9 
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Actuarial Value of Assets • 
~ Due to extreme volatility, market value is not 

used directly in valuation 

~ Asset valuation method used to smooth the effect 
of market fluctuations 

~ Actuarial value is five-year moving average per 
state statute 

~ Net deferred gains at valuation date (market 
value exceeds actuarial value) 

10 



., 
Deferred Investment Experience • 

Asset Smoothing Method 
- Smoothing is based on difference between actual and 

expected return on market value 
- Smoothing period is 5 years 

(Dollars Shown in Thousands) Original % Not 

Amount Recognized 

Year ended June 30, 2018 $ 398,058 80% $ 318,446 

Year ended June 30, 2017 1,342,126 60% 805,276 

Year ended June 30, 2016 ( 1 , 619,440) 40% (647,776) 

Year ended June 30, 2015 (706,091) 20% (141,218) 

Total return not yet recognized $ 334,728 

11 
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Asset Values ($M) • 
Market Actuarial 
Value Value 

Assets, June 30, 2017 $ 21,253 $ 21,063 
• Contributions 789 789 

• Benefit Payments/Expenses (1,848) . (1,848) 

• Investment Income 2,164 2,019 

Assets, June 30, 2018 $ 22,358 · $ 22,023 

Estimated Rate of Return + 10.3°/o + 9.8% 

12 



., 
Actuarial Assets • 

• Actuarial + Market Value = 99°/o 
- Actuarial value < market value 

- Deferred experience is net gain 

• Actuarial gain of $254 million for FY 2018 

• Net deferred gain is about $335 million 
- Last year there was a net deferred gain of $190 million 
- The actual return for FY 2018, which was higher the 

assumption of 8.5% used in the July 1, 2017 valuation, 
increased the net deferred gain (note assumption is 
7.5% for FY 2019 and later) 

13 
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Historical Asset Returns 

30% 

20% 

10% 

0% 

(10%) 

(20%) 

(30%) 

1-6-MVA Return 
-AVA Return 

1-Expected Return 

2005 

10.7% 

5.5% 

8.5% 

2006 

12.3% 

7.6% 

8.5% 

2007 

18.3% 

3.4% 

8.5% 

2008 

-5.0% 

1.8% 

8.5% 

2009 

-18.8% 

3.4% 

8.5% 

2010 

15.2% 

2.4% 

8.5% 

2011 

23.3% 

4.9% 

8.5% 

2012 

2.4% 

4.0% 

8.5% 

2013 

14.2% 

5.7% 

8.0% 

2014 

18.6% 

13.9% 

8.0% 

2015 

4.4% 

12.5% 

8.0% 

2016 

-0.1% 

7.7% 

8.0% 

2017 

15.1% 

9.6% 

8.0% 

2018 

10.3% 

9.8% I 

8.5% 

14 



I'--, 

Historical Asset Values 

S"l - .:.) 

S20 

S15 

SlO 

S5 

so 
2005 20~ 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

Valuation Date (July 1) 

••• Market Value of Assets ---Actuarial Value of Assets 
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Unfunded Actuarial Accrued 
Liability (UAAL $M) 

UAAL July 1, 2017 
- Contributions below Required Rate 
- Expected increase (amortization method) 
- Investment experience 
- Liability experience 
- Other experience 
- Assumption change 
- Benefit provision changes 

UAAL July 1, 2018 

$6,365 

131 
47 

(254) 
(82) 
16 

3,254 
(2,857) 

$6,620 

16 
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Contribution Rates • 
},,- Components: 

• Normal Cost ( ongoing cost) 
• Amortization of UAAL (past service liability) 
• Administrative expenses 

},,- UAAL amortized over a closed period ending 
June 30, 2048 

},,- TRA is funded by statutory contribution rates, not 
actuarial contribution rate, so the amortization 
period has no impact on the actual contributions 
to the Plan 

18 



--~ 
Contribution Rates • 

Valuation Date 
July 1, 2018 July 1, 2017 

Normal Cost 9.16% 8.77% 
UAAL Payment 7.70% 9.41% 
Expenses 0.32% 0.25°/o 
Required Contribution 17.18% 18.43% 
Statutory Contribution 16.10% 15.93% 
Contribution Deficiency (1.08%) (2.50%) 

Reflecting Future Scheduled 0.21 % 
Increases of 1.29% 

(2.50%) 

Note: Results are based on the statutory investment return assumption which was 
8.5% for the 2017 valuation and 7 .5% for the 2018 valuation. 

19 

-1£-V~.L 



-z s-vaa 
Projected Funded Ratio 
{Assuming All Assumptions Met) 

120% -,------------------- 

100% 

80% 

60% 

40% 

20% 

The funded ratio steadily 
increases over time, reaching 

100% in 2042, if all 
assumptions are met. 

0% +--~~-~~-~~~-~~~-~~-~~~-~~~-~~-~~~-~~~-~~-~~-i 
2018 2021 2024 2027 2030 2033 2036 2039 2042 2045 2048 
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Comments on 

Funding Valuation 

~ Most significant impacts on the current valuation were the 
benefit and assumption changes in legislation 
• Unfunded actuarial accrued liability is now $6.6 billion 

• Contribution deficiency is 1.08% 

~ Investment return for FY 2018 was higher than expected 
which increased the net deferred asset gain 
• Return on market value was 10.3°/o. Return on actuarial value was 9.8% 

• Net deferred gain of $335 million ($190 million net deferred gain last 
year) 

~ Contribution deficiency {based on actuarial value of assets) 
decreased from 2.50% last year to 1.08% this year. 
• Contribution deficiency is 0. 70%, using the market value of assets 

~ Experience study to be performed in 2019 with results 
presented to the Board at the August meeting 

21 
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ASOP 51 • 

~ New ASOP on Assessment and Disclosure of Risk 

• Applies to funding valuations, projections and pricing of proposed 
plan changes 

• Effective for work products with measurement date on/after 
November 1, 2018 so not applicable to the July 1, 2018 valuation 

• "Risk" is defined as the potential of actual future measurements 
deviating from expected results due to actual experience that is 
different than the actuarial assumptions 

• Assessment of risk does not necessarily have to be quantitative 
(numerical). It may be qualitative. 

. 23 
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ASOP 51 • 
~ Actuary is to identify risks that may affect the Plan's future 

financial condition (unique to each Plan) 

~ Examples in ASOP 51 that are relevant for most public plans 
• Investment risk: potential that actual return will be different than 

expected 

• Longevity risk: potential that mortality experience will be different 
than expected 

• Membership/covered payroll risk: potential that the number of 
active members may not be stable and/or covered payroll will not 
increase as assumed 

• Contribution risk: risk that contribution rates are not sustainable or 
that fixed contribution rates may prove to be inadequate 
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ASOP 51: Disclosure of Risk 

~ Plan maturity measurements - actuary should calculate and 
disclose plan maturity measures, which in the actuary's 
professional judgement, are significant to understanding the 
risks associated with the Plan 

~ ASOP suggestions include: 
• Ratio of market value of assets to payroll (asset volatility ratio) 

• Ratio of net cash flow to market value of assets 

• Ratio of retired liability to total liability 

• Ratio of actives to retirees 
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TRA Historical Membership • 
250 

- V, 
0 200 
0 
0 ... 
\"""( - ..., 

150 C: ::s 
0 u 
C. ,_ 

100 .s::. 
V, 
'- 
QJ 
.c 
E 

50 OJ 
2 

The active to in-pay ratio was 2.0 in 2005 and 1.2 in 2018. 
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Funded Ratio Under Different 
Actual Investment Returns 
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Funded ratio = Actuarial value of assets divided by Actuarial Accrued Liability. 
27 
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Asset Volatility Ratio 

~ Equal to Market Value of Assets divided by covered 
payroll 

~ Indicates the impact of volatility in investment return 
on the plan's contribution rate 

~ Consider trend as well as historical comparison 

~ Factors contributing to large ratios 
• Increasing assets as the plan moves to fully funded status 

• Maturing of plans 

• Decline in the active membership and payroll 
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Investment Return Risk Metric: 

Asset Volatility Ratio • 

2000 $17,749,580 :1 $2,704,575 6.56 
2003 13,061,606 2,952,887 4.42 
2006 17,764,526 3,430,645 5.18 
2009 13,833,826 3,761,484 3.68 
2012 16,689,941 : 3,871,809 4.31 
2015 20,446,091 4,261,626 4.80 
2018 22,357,570 4,832,917 4.63 

Assets and covered payroll are in thousands of dollars. 
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Investment Return Risk Metric: 
Asset Volatility Ratio • 

~ Impact of a return 10°/o lower than expected (-2.5%) 

Asset 
Volatility 
Ratio 

Amortized 
Over 30 Years 

Amortized 
Over 30 Years 

(no smoothing) (with smoothing) 

4.0 

5.0 

6.0 

2.32% 

2.90% 

3.48°/o 

0.46% 

0.58% 

0.70% 
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Investment Return Assumption 
Sensitivity Analysis • 

Investment Return Assum2tion 
6.50% 7.50% 8.50% 

Normal Cost Rate 11.84% 9.16% 7.20% 
Amortization of U AAL 12.00% 7.70% 4.16% 
Expenses 0.32% 0.32% 0.32% 

Total Required Contribution 24.16% 17.18% 11.68% 

Contribution Sufficiency/(Deficiency) (8.06%) (1.08%) 4.42% 

Actuarial Accrued Liability Funding Ratio 68.12% 76.89% 86.02% 

Actuarial Accrued Liability ($B) $32.3 $28.6 $25.6 

Unfunded Actuarial Accrued Liability ($B) $10.3 $6.6 $3.6 

All assumptions used in the alternate scenarios are the same as the valuation assumptions other than investment return. 
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Covered Payroll Risk 
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FYE 6/30 

- Covered Payroll (left scale} --Payroll Increase (right scale) 

Note: Minneapolis Schools merged into TRA in 2006 and Duluth merged in 2016. 
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GASB 67 Valuation 

~ Accounting standard first applicable in FY 2014 
• Applies to CAFR disclosures only 

• Does not affect funding calculations 

~ Separate report with different calculations 
• Projection of future assets under certain constraints is 

required to determine the Single Equivalent Interest Rate 
(SEIR) or discount rate 

• Assets are not projected to be depleted 
• Use 7.50°/o return to discount benefit payments 
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GASB 67 Terminology • 
> Total Pension Liability (TPL) 

• Actuarial Accrued Liability using the SEIR 

> Fiduciary Net Position (FNP) 
• The market value of assets 

> Net Pension Liability (NPL) 
• NPL = TPL- FNP 

• Since the discount rate is the investment return 
assumption this year, the NPL is essentially the UAAL on 
a market value basis 
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GASB 67 Results 

($ in Billions) • 
June 30, 2018 June 30, 2017 

Total Pension Liability (TPL) $ 28.643 $ 41.220 
Fiduciary Net Position (FNP) 22.362 21.258 
Net Pension Liability (NPL) $ 6.281 $ 19.962 

Funded Ratio 78.07% 51.57°/o 

Discount Rate 7.50% 5.12% 

Numbers may not add due to rounding 

Note: TRA will allocate GASB 67 results and other related notes and disclosures to 
its employer units in the spring of 2019 for their GASB 68 reporting in the fall of 2019. 
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GASB 67 Sensitivity Analysis 
($ in Billions) • 

1% Decrease Current Discount 1 °/o Increase 
(6.50%) Rate (7.50%) (8.50%) 

TPL $ 32.330 $ 28.643 $ 25.601 
FNP 22.362 22.362 22.362 
NPL $ 9.968 $ 6.281 $ 3.239 

Funded Ratio 69.17°/o 78.07°/o 87.35% 

Numbers may not add due to rounding 

Note: Because the TPL and the FNP are of similar magnitude, the NPL is 
significantly smaller than the TPL. When the TPL changes due to the discount 
rate change, the NPL changes by the same dollar amount, but it is a much 
larger proportionate amount. 
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Teachers Retirement Assocla+m EXHIBIT 4A-1 

1. Funding Valuation, Actuarial 
Value of Assets FY14 FY15 FY16 FY17 FY18 

Assets, Actuarial Value 18,181,932 19,696,893 20,194,279 21,062,789 22,023,000 

Actuarial Accrued Liability 24,528,506 25,562,155 26.716,216 27.427.702 28,643,000 

Unfunded Actuarial Accrued Liability (6,346,574) {5,865,262} (6,521,937} (6,364,913} (6,620,000} 

Investment Return Assumption 8.41% 8.44% 8.47% 8.50% 7.50% 

Funded Ratio-Actuarial Value 74.1% 77.1% 75.6% 76.8% 76.9% 

2. Funding Valuation, Market Value 
of Assets FY14 FYlS FY16 FY17 FY18 

Assets, Market Value 20,289,594 20,441,993 19,420,131 21,253,486 22,358,000 

Actuarial Accrued Liability 24,528,506 25,562,155 26,716.216 27.427.702 28,643,000 

Unfunded Actuarial Accrued Liability (4,238,912) (5,120,162} (7,296,085} {6,174,216} (6,285,000} 

Investment Return Assumption 8.41% 8.44% 8.47% 8.50% 7.50% 

Funded Ratio-Market Value 82.7% 80.0% 72.7% 77.5% 78.1% 

'3. Accounting Valuation - 
GASB Statement Number 67 FY14 FYlS FY16 FY17 FY18 

Plan Fiduciary Net Position 20,293,684 20,446,091 19,424,431 21,258,090 22,362,087 

Total Pension Liability 24,901,612 26,632,080 43,276,817 41.219,904 28,643,023 

Net Pension Liability (4,607,928} (6,185,989} (23,852,386} (19,961,814) (6,280,936} 

Investment Return Assumption 8.25% 8.00% 
8.0% I 3.01% = 7.5% / 3.56% = 

7.50% 
4.66% 5.12% 

Funded Ratio-GASB Stmt #67 81.5% 76.8% 44.9% 51.6% 78.1% 
- T c:; -W}LT, 



MINNESOTATRA ORG 

TEACHERS RETIREMENT ASSOCIATION 
651.296.2409 800.657.3669 fax 651.297.5999 

info@MinnesotaTRA.org 

!EXHIBIT 4CI 

DATE: 

TO: 

FROM: 

SUBJECT: 

January 14, 2019 

Members, TRA Board of Trustees 

Jay Stoffel, Executive Director 
John Wicklund, Chief Financial Officer 

Revised Actuarial Annuity Purchase Factors, Accelerated Provision Factors, and 
Level Formula Early Retirement Factors 

Minn. Stat. Sec. 354.45, subd. 1 requires the TRA Board of Trustees to establish optional 
annuities at retirement for period certain and joint and survivor annuity plans. Minnesota Statute 
specifies the "defined benefit" earned by a teacher for a single life plan at normal retirement age. 
Variations from this definition include retiring before normal retirement, desiring to insure a 
benefit for a specific length of time, or insuring a benefit level for another person for that person's 
lifetime. 

TRA contracts with an actuarial consultant to provide annuity purchase factors to ensure that 
annuity plan options are "actuarially equivalent" with the "No Refund" (single life) plan amount 
established in statute. For members retiring prior to normal retirement age, TRA staff administers 
another set of factors to account for the fact that the member will be receiving benefits for a 
longer period of time compared to the amount of time had they retired at normal retirement age. 
The monthly benefit amounts for the five other annuity plan options are always lower than the 
"No Refund" plan amount because there is a cost in providing some type of guaranteed coverage 
for a time period or continuing a benefit to another person ( optional joint annuitant or OJA). 

The recommended annuity purchase factors are based on the 2015-Mortality Plan (MP) factors 
released by the Society of Actuaries and tailored by Cavanaugh Macdonald for the gender split of 
the TRA membership. The current factors used in the .NET system are based on the Retirement 
Plan (RP)-2000 tables, last updated in 2014. 
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Annuity Purchase Factors 

Under TRA statute, the Board of Trustees is authorized to establish optional annuity plans. The 
six plans described below available to members have heen in place for 25 years. 

1. No Refund (amount defined by statute) 
2. Guamateed Refund 
3. 15-Years Guaranteed 
4. 50% Survivorship 
5. 75% Survivorship 
6. 100% Survivorship 

www.MinnesotaTRA.org 



Members, Board of Trustees 
January 14, 2019 
Page 2 

The five optional plans that offer some sort of guarantee period or optional joint annuitant (OJA) 
feature are calculated from the library of factors provided by Cavanaugh Macdonald. The tables 
factor in a post-retirement investment assumption of 6% during the life of the retiree and OJA, if 
applicable. For the survivorship plans, the tables also account for the mortality component with 
two lifetimes associated with the benefit, rather than one lifetime. 

Accelerated Annuity Factor 

The Accelerated Annuity provision allows a retiring member to receive a two-part benefit: a 
lifetime monthly amount and a temporary benefit amount during the earlier years of their 
·retirement. The member selects when accelerated period will end. The end can occur at age 62, 
65, 66 or social security normal retirement age which is 67 for members born in 1960 or later. 
Typically, the retiring member is using the accelerated period as a bridge that ends when the 
person can draw social security benefits to replace the amount of the accelerated TRA benefit that 
is ending. 

The Accelerated factors recommended by Cavanaugh Macdonald are based on the 6% post 
retirement earnings assumption passed by the 2018 legislature and the number of months the 
accelerated benefit will be received. Previously, they had been based on 6.5% post-retirement 
earnings assumption. The factor used allows TRA to administer the two payment streams 

1-3 (accelerated period and lifetime period) amounts, so that they are actuarially equivalent to a 
:;o person who chose the "No-Refund" Life Plan. 
~ u, 
.i:::. Level Formula Early Retirement Factors 

I 

In 1989, the legislature established the Level Formula multiplier benefit program and decided that 
all members first hired July 1, 1989 or later would only be eligible for the Level Formula 
program. Members hired before that date retained eligibility for the Step Formula Method and 
the "Rule of 90" provision that contains no penalty for early retirement. Less than 10% of TRA 
active members today are eligible for the Step Formula method. 

In recent years, about 2/3 of newly-retiring members have benefits calculated under the Level 
Formula and that will continue to grow as the Step Formula is being phased out. Any of those 
post-1989 members who retire prior to age 66 will have an actuarial reduction applied to their 
benefit, to account for the fact that they will be receiving a benefit longer and TRA will not have 
as much of their contributions (assets) to invest. 

From 1989 through June 30, 2015, the reductions were based on an actuarial equivalent 
calculation reflecting expected mortality and investment earnings foregone. Those rates were 
then supplemented by an augmentation factor, similar to that offered to TRA inactive vested 
members. 

On July 1, 2015, TRA implemented new Level Formula actuarial factors that were not based on 
an actuarial equivalence basis. The reduction for retiring early for those members who achieve 
both the "age 62/30 yrs. of service" measures are lower than members who do not achieve those 
measures. The 2018 legislature has phased out the augmentation for TRA members who do not 
achieve the age 62/30 year service credit target, beginning July 1, 2019 and ending June 30, 2024. 

www.MinnesotaTRA.org 



Members, Board of Trustees 
· January 14, 2019 
Page 3 

The augmentation feature will remain in place for members who reach the age 62/30 yrs. of 
service measure. 

The new reduction factors allow TRA to fully phase-out the augmentation feature that has been 
inherent in these factors since 1989. The phase-out will occur in 1160th decrements over the 60 
months ending June 30, 2024. This implementation schedule was chosen to smooth the impact 
and provide sufficient time for members to plan their retirement. 

Staff Recommendation: 

Staff recommends that the TRA Board of Trustees approve the annuity plan purchase factors, 
accelerated annuity factors, and Level Formula early retirement reductions transmitted to TRA by 
email and described in a cover letter from Cavanaugh Macdonald dated January 10, 2019. 
The plan purchase factors, accelerated and early retirement reductions will be implemented 
effective July 1, 2019. The removal of the augmentation feature within the Level Formula early 
retirement reduction factors for non-age 62/30 retirees will occur over a five-year period ending 
June 30, 2024, as specified in statute. 

Attachments 

www.MinnesotaTRA.org 
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The experience and dedication you deserve 

January 10, 2019 

Mr. Jay Stoffel 
Executive Director 
Teacher Retirement Association of Minnesota 
60 Empire Drive, Suite 400 
St. Paul, MN 55103 

Re: Updated Optional Form Factors 

Dear Jay: 

As you requested, we have prepared updated optional form factors for use by the Teacher Retirement 

8Association of Minnesota (TRA) in calculating member benefits. These factors are provided in an 
:;oExcel spreadsheet in essentially the same format as past sets of factors. 
~ 
~These factors are based on the assumptions approved by the Board and specified in law. In particular, 

1 the following assumptions were used: 

• The mortality table is based on the table used for the valuation - the RP 2014 white collar 
annuitant table, male rates set back 3 years and female rates set back 3 years, with further 
adjustments of the rates. Generational projection uses the MP-2015 scale. This table was 
projected to 2035 and blended 30% male/70% female (70% male/30% female for joint 
annuitants) to achieve a unisex table that is representative of the plan's liabilities. 

• The interest rate for joint life conversions is 6.5% as required by law. 
• The interest rate for single life conversions is 6.0%, reflecting the 7.5% investment return 

assumption and the ultimate COLA provision of 1.5%. 
• The interest rate for the accelerated annuity factors is also 6.0%. Note that these factors do not 

include a mortality assumption since the accelerated annuity amount is paid independently of a 
member's survival. 

• Early retirement factors are not actuarial equivalent, but are included with the other factors for 
completeness. The factors are based on a fixed reduction as specified in statute. Note that we 
have provided the ultimate factors only. TRA will handle the transition from the current factors 
that include augmentation to these factors that do not include augmentation. Tables are 
provided based upon normal retirement age, although there may be limited need for the age 65 
normal retirement age factors. 



Mr. Jay Stoffel 
January 10,2019 
Page 2 • 
Based on comparing these factors to the prior factors, we would anticipate that monthly benefits will 
often be a little bit higher. Essentially, the better mortality means that the cost of providing extra 
payments upon early death (which is essentially what the optional payment forms provide in a general 
sense) is not as expensive since deaths are expected slightly later, on average. At extreme age 
combinations, this pattern may not .follow. However, the slightly higher optional benefits are not 
expected to cost the system any more or less than what the member would be entitled to by selecting 
the standard benefit. 

Benefits under early retirement, by contrast, are undergoing more significant changes. The law changes 
do not affect those members who retire after age 62 with 30 years of service, but they will affect all 
other members who retire before meeting the eligibility requirements for an unreduced benefit. Cost 
reductions made in the 2018 legislation eliminated the augmentation component currently in the early 
retirement factors. This change is being phased in over a five-year period ending June 30, 2024. 
Consequently, the early retirement reductions following June 30, 2024 will be noticeably greater than 
the reductions are presently, resulting in smaller benefits. 

We, Patrice A. Beckham and Brent A. Banister, are members of the American Academy of Actuaries 
and meet the Qualification Standards of the American Academy of Actuaries to render the actuarial 
opinion contained herein. We are available to answer any questions on the material in this letter or to 
provide explanations or further details as appropriate. We also meet the requirements of "approved 
actuary" under Minnesota Statutes, Section 356.215, Subdivision l , Paragraph (c). 
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Sincerely, 

Patrice A. Beckham, FSA,.EA, FCA, MAAA 
Principal and Consulting Actuary 

Brent A. Banister, PhD, FSA, EA, FCA, MAAA 
Chief Actuary 



Example of New Actuarial Purchase Factors 
July 1, 2019 

Assumptions: 
• Post-1989 hire, 62 years old, OJA same age, 
• 30 yrs of service, 13 yrs- pre-2006 
• High-Five avg. salary= $70,000 

Annuity Plan 6/30/2019 7/1/2019 Impact. 
Benefit/month Benefit/month 

No-Refund $2,685 $ 2,714 $ 29 
Guaranteed Refund Not Shown Not Shown Not Shown 
Guaranteed- 15 years $2,629 $ 2,658 $ 29 
50%-J &S $ 2,581 $ 2,609 $ 28 
75%-J & S $2,532 $ 2,559 $ 27 
100%-J & S $2,484 $ 2,511 $ 27 

1-3 
~ 
~ 
lJl 
(X) 

I 

Accelerated Annuity Provision 62 year old member, Accelerates to age 66 
( 48/months) 

Monthly Life (No Refund Benefit= $2,179/month for Life) 

Months Acceleration Factor 
Current 48 42.54306 
New 48 42.92603 

Temporary Required Life Required 
Reserves Reserves 

Age66 $69,054 $276,226 $345,280 
Current $1,623/month for $ 1,743/month $3,366/month 

48 months (For life) 
New $1,609/month for 48 $3 ,3 52/month 

months 
Difference (Acceler.) $14/month /lower $ 14/month/lower 



Teachers Retirement Association 
Laws of Minnesota (2018) Ch. 211, Article 3, Section 1 

Level Formula Early Retirement Reduction Factors 
For Members First Hired July 1, 1989 -June 30, 2006 (Post-1989) NRA -Age 66 3% Augmentation 

r -··· - .. - l 7 Using Former Actuarial Equivalence Method I ~!se 62 !__30 Yearsof Service I All Other Level Formula 
- -· 

Mortality/ Augmentation Factor at 6% All Years Augmentation Factor at 7% (59-NRA), Augmentation 
Age 2013 Factor Time Value Component 7-1-19 Prior to NRA 66 Component 7-1-19 4%<59 Component 
55 0.58556 0.42302 1.38423 N/A 0.50470 0.35000 1.38423 
56 0.61146 0.45498 1.34392 N/A 0.54160 0.39000 1.34392 
57 0.63908 0.48980 1.30477 N/A 0.57666 0.43000 1.30477 
58 0.66858 0.52778 1.26677 N/A 0.61002 0.47000 1.26677 
59 0.70013 0.56927 1.22987 N/A 0.64182 0.51000 1.22987 
60 0.73394 0.61466 1.19405 N/A 0.70083 0.58000 1.19405 
61 0.77025 0.66442 1.15927 N/A 0.75687 0.65000 1.15927 
62 0.80931 0.71906 1.12551 0.85539 0.76000 1.12551 0.81016 0.72000 1.12551 
63 0.85144 0.77919 1.09273 0.89604 0.82000 1.09273 0.86089 0.79000 1.09273 
64 0.89698 0.84549 1.06090 0.93359 0.88000 1.06090 0.90929 0.86000 1.06090 
65 0.94635 0.91879 1.03000 0.96820 0.94000 1.03000 0.95559 0.93000 1.03000 
66 1.00000 1.00000 1.00000 

Bl,.,_ Iuiv l ~OJtl Green = July 1, 2024 and forward 

Prepared by the Teachers Retirement Association siaHBse"6~f 1/11/2019 10:48 AM 
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TEACHERS RETIREMENT ASSOCIATION 
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!EXHIBIT 6AI 
Date: 

To: 

From: 

January 4, 2019 

TRA Board of Trustees 

Jay Stoffel 
Executive Director 

Subject: Report on IAC/SBI Meetings 

The Investment Advisory Council (IAC) met on November 19, 2018 and the State Board of 
Investment (SBI) met on December 11, 2018. Governor Dayton was absent at the December 11 
meeting. This memo summarizes investment allocation, performance and recent IAC/SBI actions. 

Asset Mix 
For the quarter ending September 30, 2018, the actual mix of SBl's retirement fund assets is shown 
below. It is important to note that the uninvested portion of the private markets allocation, 11.2% of 
total assets, is allocated to public equity. Taking that into account, the fund is close to its asset 
class targets. At quarter end, TRA's assets were $22.8 billion, about one-third of SBl's pension 
assets. 

Asset Class Transitional Actual Mix Market Value 
Policy Targets (in billions) 

Public Equity 49.0% 62.2% $ 43.5 
Fixed Income 16.0 14.0 9.8 
Private Markets* 25.0 13.8 9.7 
Treasuries 8.0 8.3 5.8 
Cash 2.0 1.7 1.2 
Totals 100% 100% $70.0 

* Private markets include private equity, private credit, resources, and real estate. 

Treasuries 
8.3% 

Fixed Income 
14.0% 

Actual Allocation 
Cash 

Public Equity 
62.2% 

60 Empire Drive Suite 400 St. Paul MN 55103 



Performance Summa~ 
Total Fund performance was positive for the quarter, mostly due to performance of the domestic 
equity portfolio and private markets. The S81 total combined funds return matched or exceeded the 
composite index for all periods. Domestic Equity and private markets returns have been 
exceptionally strong for all time periods. Fixed income has exceeded its benchmark for all time 
periods. For all but the 20 year period, actual returns have exceeded the 7.5 percent actuarial 
assumed rate of return. 

Investment Performance (net of fees) 
Periods ending 9/30/18 

Annualized 
Qtr 1 Yr 3 Yr 5 Yr 10 Yr 20 Yr 30YR 

Total Combined Funds 3.5% 9.8% 11.3% 9.1% 9.1% 7.4% 9.2% vs. Benchmark 
Composite Index 3.5 9.3 11.2 9.0 8.6 7.2 8.9 

Domestic Equity 7.0 18.0 16.8 13.3 12.1 7.5 10.2 
BM: Russell 3000 7.1 17.6 17.1 13.5 12.0 7.7 10.4 

International Equity 0.5 1.5 9.7 4.5 5.7 6.1 
BM: MSCI ACWI ex US 0.7 1.8 10.0 4.1 5.2 5.8 

f-3 
~ Fixed Income 0.2 -0.7 2.1 2.7 4.5 4.9 6.4 

~ BM: 8.8. US Aggregate 0.0 -1.2 1.3 2.2 3.8 4.5 6.1 
°' fl..) 

I Private Markets 4.2 16.3 11.3 12.5 9.3 12.3 12.2 



SBl's returns rank in the top decile compared to other large public and corporate funds, as 
reflected below. 

SBI vs. TUCS* Ranking 
Periods ending 9/30/2018 

1 Yr 3 Yr 5 Yr 10 Yr 

6th 8th 8th 8th 

*TUCS - Trust Universe Comparison Service includes public and corporate plans with over 
$1 billion in assets. 

Private Markets - Investment Actions 
On advice of staff and approval of the IAC, the SBI approved six private markets commitments 
totaling $900 million: 

• $300 million with existing real estate manager Blackstone, which will invest in a broad 
range of opportunistic real estate investments focused primarily in the USA and Canada, 
with 20% allocated to real estate investments in Europe and Asia. The intent is to continue 
its successful "buy it, fix it, sell, it" strategy. 

• $100 million with existing real estate manager TA Realty, which will continue its strategy of 
making real estate investments in the U.S., diversified by property type, geography, industry 
exposure and tenancy. 

• $150 million with existing private equity manager Strategic Partners, for a new private 
equity fund dedicated to secondary private equity investing primarily in the U.S. and 
Western Europe. They will seek capital appreciation primarily through the purchase of 
secondary interests in mature, high-quality leveraged buyout funds from investors seeking 
liquidity prior to the termination of these funds. 

• $100 million with existing private credit manager TCW, which has formed the fund to 
originate and invest in loans to middle market companies. 

• $100 million with existing private credit manager Energy Capital Partners, which is 
forming the fund to make credit-oriented investments in existing and new-build energy 
infrastructure assets and companies primarily in North America. The fund will focus on 
primary credit-oriented opportunities in high quality assets and business across the entire 
energy infrastructure value chain including: traditional and renewable power generation; 
midstream pipeline, storage, processing, and transportation assets; environmental 
infrastructure; and energy/natural resource related assets and equipment. 

• $150 million with existing real assets manager Merit, which will invest in mature oil and gas 
producing properties in North America. 

Staff Recognition 
The SBI formally recognized the professional accomplishments of Mansco Perry, SBI Executive 
Director. At the December 11 meeting a proclamation by Governor Dayton was presented 
recognizing many of Mr. Perry's professional accomplishments, and declared December 13, 2018 
as Mansco Perry Day in the State of Minnesota. December 13 was chosen because it was the day 
Mr. Perry received the prestigious "Lifetime Achievement Award' at the Industry Innovation Awards 
banquest in New York City. The Governor's proclamation was read at the award ceremony. 

SBI Members 
This was the final meeting for three members of the SBI: Governor Mark Dayton, State Auditor 
Rebecca Otto, and Attorney General Lori Swanson. Secretary of State Steve Simon was re-elected 
and will continue on the Board. Incoming members are Governor Tim Walz, State Auditor Julie 
Blaha, and Attorney General Keith Ellison. 



2019- 
Unaudite, 

Minnesota Teachers Retirement Association - Investment Return and Inflation Analysis 
Fiscal Year 2019 - Year-To .: -As of December 2018 

Source: Monthly and Quarterly Investment Reports (State Board of Investment) 
Note: Investment performance results are subject to audit by SB/ staff, investment consultants and SBl's external auditor. 

Investment Return: Monthly (dollars in billions) 

TRA Fund July Aug Sept Oct Nov Dec Jan Feb March April May June 
2018 2018 2018 2018 2018 2018 2019 2019 2019 2019 2019 2019 

Monthly Return 1.80% 1.71% -0.03% -5.04% 1.50% -4.23% 

Actual FY-to-Date 1.80% 3.54% 3.51% -1.71% -0.24% -4.45% 

Est. Fair Market Value $22.62 $22.84 $22.79 $21.57 $21.83 $20.82 

Investment Return: Quarterly 
TRA Fund July-Sept Oct-Dec Jan-Mar April-June FY (All) 

Total Quarterly Return 3.51% -7.69% 
Asset Class: 
Domestic Stock: Broad Market (Passive) 7.13% -14.31% 
Domestic Stock: Large Cap (Active) 7.35% -15.51% 
Domestic Stock: Large Cap (Passive) 7.42% -13.84% 
Domestic Stock: Small Cap (Active) 3.92% -20.29% 
International Stocks 0.50% -11.83% .. 
Bonds/Fixed Income -0.50% 1.13% 
Private Markets 4.16% 3.69% 

Historical Fiscal Year Annualized Returns Asset Allocation 
Combined Funds 

1 Year (July 2017 - June 2018) 10.3% 
3 Years (July 2015- June 2018) 8.3% 
5 Years (July 2013 -June 2018) 9.5% 
10 Years (July 2008 - June 2018) 7.8% 
20 Years (July 1998 - June 2018) 6.8% 
30 Years (July 1988 - June 2018) 9.1% 

Policy Target Actual Mix (12131118) 
Public equity 49.0% 58.21% 
Fixed income 16.0% 15.05% 
Private markets* 25.0% 15.77% 
Treasuries 8.0% 9.33% 
Cash '2.0% 1.64% 
*Any uninvested allocation is held in bonds and public equity. 

Inflation Update (Source: Bureau of Labor Statistics, www.bls.gov) 

2018 2019 
June July Aug Sept Oct Nov Dec Jan Feb March April May June 
2018 2018 2018 2018 2018 2018 2018 2019 2019 2019 2019 2019 2019 

Inflation (CPI-W) 246.196 246.155 246.336 246.565 247.038 245.933 
Actual Inflation since June 2018 -0.02% 0.06% 0.14% 0.34% -0.11% 
CPI-W - Inflation Projected -0.20% 0.34% 0.58% 1.Q.~<g -~!% Through June 30, 2019 
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December 2018 

Passwords! Fraud Awareness Week - Recap! 

We have a lot of passwords, and TRA password 
policies require that you use strong passwords and 
that you do not use the same password for multiple 
accounts. Complying with those policies just got 
easier with TRA's new password manager, Keeper 
Security. 

You can sign up by clicking the yellow padlock 
in Chrome ... 

.... 

... and creating an account with your TRA email 
address 

l=l@I ~ I 

Thank you to everyone who attended the TRA 
hosted Fraud training sessions held November 14- 
15. Attendance by staff was even better than last 
year -100 State employees from TRA, HR, and 
MSRS attended! 

For those who could not be present, the Webinar 
of the training sessions is now available on the J:\ 
drive. Click the file, FraudTrainingFinal. wrf and 
the webinar will open immediately . 

n 
@ keeper 

ehunt@minnesotatra.org 

LI Remember Email 

Enterprise SSO Login 

Login 

Create an Account 

Keeper will learn, save and fill in your 
passwords. 

Keeper will even help you generate strong 
_ .swords when you need to change them. 

You can learn more about the features of Keeper 
by going to https://keepersecurity.com/ 
or contacting the security department. 

FRAUD 
AWARENESS AND 
PREVENTION WEEK 

November 11 • 17, 2018 

Staff will need either headphones or working 
speakers to listen. The training PowerPoint itself 
has already been circulated via an All-Staff email 
for those who want to study it in detail. 

We hope everyone enjoyed this week of daily 
fraud facts, training sessions, a new webinar, and 
learning what fraud is and how to fight it in our 
State systems. 

A big thank you to everyone who helped make 
Fraud Week a success in 2018! 

December 2018 



PPCC awards 
In late November, the Public Pension 

Coordinating Council (PPCC) awarded TRA two 
prestigious awards for its financial and actuarial 
reporting for the fiscal year ended June 30, 2018. 
• For the first time in over 10 years, TRA 

received the Funding award signifying that 
TRA has employee and employer contributions 
in place that are sufficient to ensure a fully 
funded status in 30 years. 

• TRA also received the Administration award. 
This award is granted to public pension systems 
who meet standards on plan design, investment 
policies, actuarial valuations, and services 
provided to members. 

/ ~ The Government Finance Officers Association \J of the United States and Canada 

• 
presents this 

AWARD OF FINANCIAL REPORTING ACHIEVEMENT 
ta 

The PPCC is a consortium of three national 
organizations: The National Association of State 
Retirement Administrators (NASRA), the National 
Conference on Public Employee Retirement 
Systems (NCPERS) and the National Council on 
Teachers Retirement (NCTR). 

J. Michael Stoffel 
Executive Director 

Minnesota Teachers Retirement Association 

~w a:.~ard u(Fina11:i~I _Re110rti11g Achi~vcmellf il pnm.-.llftd by tlu: Govermne eu Fi11011Ct Officers 
,,s.mc.1~11on UJ tM. mdmduu/(s) designated. a.~ ilb·tru~:<nml in their gC\"l!rnmenl unit aehlcvlng 0 
~erufi,u1~ of.·lc~,1~elflf!.,t for £c~l/en,:e III F11t011C'1al Reporting. A Certificate of .4chiP11tttte11t 
ts f)l'l'.ffllled to /II~ l(01-ernme111 units wliost aunual firuzm:ia! rtporb· fll't! judgt!d co a~ to 
prr,grom standards cmd re~ms /iJ.C l1igha1 ai,,.·at<d m governnie•1t finandul ll!portmg. 

Executive- Director 

NASRA 

Date Jul) 9. 2018 

-------·--· --- 
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Due to popular demand ... 
The new MinnesotaTRA.org website is getting 
l!Ch! 
The development team has designed a slick 

search function that not only meets our security 
requirements but also works efficiently. 

Unlike many out-of-the-box search engines we 
all have used online ( and been annoyed with), ours 

651-296-2409 
800-657-3669 

Videos Resources Financial News 

only returns results for our site-it doesn't throw 
readers out onto the www. That's Nice Thing #1. 

Nice Thing #2 is that it is clean and subtle: a 
simple magnifying glass icon that is highlighted in 
our brand color when you hover over it. Click on it 
and you are taken to a new screen for your search 
term entry and results. 

The new search feature is ready except for some 
final testing. Look for it soon. 

ACCOUNT LOGIN 

About Contact 
·' · •. 'E. ~~ ~ .. ~,,·, ~,. j 1 
- "".:" _''I; . ~--.. ~ '~ r -"'~ f Y:~'·· ,,,Ji } . . - ,_ . # ~· ' . / 

i ' A ~ 

Click on the magnifying glass. On the Search screen, enter a word or phrase. Click search to see a list of 
results. 

e 
TRA I TEACHERS 

RETIREMENT 
4SSOCIATION 

651-291 
800-65 

MEMBERS RETIREES EMPLOYERS Annuity Plans Videos Resources Fina 

apply! 

About 234 results (0 17 seconds) 

B..e.sJqrnnq From Teachinq: When to A1212.!Y. for Retirement Benefits 
https:ilvmwm,nnesotatra.org/ ia-resign,ngfromteach,ng.htrnl 

\'\'hen to apply for retirement benefits. You may apply for retirement no earlier than 180 days before you tenminate teaching service, For many teachers. that day .. 

Qi.s®ili.tv~e 
https·//w·,w1 m1nnesotatrs.org/lMAGESIPDF/d1sab11ilybooklet.pa1 

Fie Format PDrlAdobe Acrobat 

Jul 1. 2014 ... eligibility requirement may apply for a total and penmanent disability benefit from TRA. Disabiity benefits are meant to provide an income if you ... 
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January 2019 

- 
Mailing boosts MyTRA accounts 

In mid-November, TRA sent 3,930 newly vested 
members the vesting brochure and a letter congratulating 
them on accumulating three years of service credit (as of 
July 1, 2018). 

The letter encourages the 
member to go to 
MinnesotaTRA.org to learn more 
about their TRA benefits. 

It also asks them to open a 
MyTRA online account so they 
can keep TRA updated about 
major events in their life such as a 

re, leave of absence, divorce 
or change in beneficiary. 

To evaluate whether we are 
successful engaging our younger 
members, we monitor how many 
new MyTRA accounts are created 
in the month after the letter is 
delivered. 

Your plan for life 

VESTING 
IN THE PLAN 

% increase in MyTRA accounts 

We did see a solid 18 percent increase in account 
creation among 20- to 39-year-olds. 

MyTRA Accounts 

Ages 40-55 Ages '.:iG-G4 tj L_ ____,,,.., 

~ 
--..J 
1--' 

I 

Age, 20-39 

Strategic plan: 
Keeping it 'alive' going forward 

Ages 20-39 Ages 40-55 Ages 56-64 

It is probably not surprising that members 40-55 
v the greatest increase in online accounts-they are 

pn.1oably starting to plan their retirement. (It is a little 
surprising that we have people ages 40-55 who are 
newly vested!) 

TRA's 2019-2023 Strategic Plan is completed! You 
can read it on the Strategic Planning page in SharePoint. 

Updating existing action plans and creating new ones 
should be an ongoing activity now at TRA. This is how 
to keep the plan "alive." 

The work of setting priorities, scheduling, budgeting, 
staffing and monitoring progress of the various action 
plans and strategies now falls to a subcommittee: Dave 
A., Tim, Katie and Jay. 

Because no self-respecting government agency can 
miss an opportunity for an acronym, the subcommittee is 
known as ACES-the Advisory Committee on 
Executive Strategies. 

ACES is an advisory group to the executive team. 
Most of the big decisions will still fall to ET, after 
getting information and ideas from ACES. 

The ACES have already had a couple of meetings 
and plan to meet on the third Thursday of each month. 
This group will continue until a planning director is 
hired. 

January 2019 



Due to popular demand ... 
The new MinnesotaTRA.org website has search! 
The development team has designed a slick 

search function that not only meets our security 
requirements but also works efficiently. 

Unlike many out-of-the-box search engines we 
all have used online (and been annoyed with), ours 

651-296-2409 
800-657-3669 

only returns results for our site-it doesn't throw 
readers out onto the www. That's Nice Thing #1. 

Nice Thing #2 is that it is clean and subtle: a 
simple magnifying glass icon that is highlighted in 
our brand color when you hover over it. Click on it 
and you are taken to a new screen for your search 
term entry and results. 

ACCOUNT LOGIN 

Videos Resources Financial About Contact 

Click on the magnifying glass. On the Search screen, enter a word or phrase. 

leave 

1-3 
elk the magnifying glass again to see a list of results. 

I 
~ 
1RA I TE.\Ctl(AS 

RETIRCM[,-;T 
ASSOCIATIOH 

t 651-296-2409 
'- 800-657.3669 

ACCOUNT LOGIN Q. 

EMPLOYERS Annuity Plans Videos Resources Financial News About Contact 

J 1eav~ 

About 210 results (0 20 seconds) Son oy Relevance • 

Leaves : Teachers Retirement Association /IM) 
nttps t/minnesotatra org.'members/benefitS/leavest 

Purchasing service credit tor the time you were on l•ave can increase your eventual retirement benefit. By taking a leave. vou might rorten service credit 

because ... 

B.eoort leaves · Teachers Retirement Association CT.RA) 
https llminnesmatra orglemp1oyers1reporting-leave/ 

All leaves or absence should be reported lo TRA. whether paid or unpaid. For most laovts. TRA members have the rtght lo purchase service credit ror 
the period ... 0 

Chat 

January 2019 



!EXHIBIT 6CI 

MINNESOTATRA.ORG 

TEACHERS RETIREMENT ASSOCIATION 
651.296.2409 800.657.3669 fax 651.297.5999 

info@MinnesotaTRA.org 

Meetings and TRA Presentations 

Date TRA Staff Group 

1/14/18 Jay REAM Board meeting 

12/16/18 Jay Education MN - Pension Task Force (St. Paul) 

1/11&12/18 John, Jane MSBA Conference (Minneapolis) 

1/15/18 Jay Northfield REAM / EdMN Retired 

2/8/18 Jay, Rick MESPA (Bloomington) 

2/12/18 Jay Stillwater Area REAM 

2/28/18 John MN Rural Educators Association (Rochester) 

4/6/18 Jay MSCF Delegate Assembly 

4/18/18 Jay Southeast REAM (Rochester) 

4/27/18 Jay EdMN Retired(Minneapolis) 

5/9/18 John MASSO (Duluth), 75 

5/21/18 Jay REAM Leadership Conference - Lake Elmo 

6/14/18 John REAM Board Meeting - Roseville, 15 

9/11/18 Jay Ed MN Retired - Detroit Lakes, 60 

9/12/18 John Ed MN Retired - Chisholm, 30 

9/25/18 Jay REAM Annual Conference (TRA & PERA presentation) - Morton, 80 

9/26/18 Jay Committee of 13 Board meeting - Minneapolis, 13 

10/2/18 Jay Ed MN Retired - Brooklyn Park, 60 

10/17/18 Jay S. E. REAM Legislative & Health Conference - Rochester, 80 

10/18/18 Mark, Jane Minnesota Educator Academy conference, RiverCentre, St. Paul 

10/23/18 Jay MESPA Retired - Roseville, 30 

10/31/18 several Omaha School Employees Retirement System - webex conference - 9 plus staff participants 
12/13/18 John REAM Board of Directors, Roseville 

1/17&18/19 Jay, John, MN School Boards Association Annual Conference - Minneapolis Jane 
2/7/19 Rick MN Elementary School Principals Assoc. - Bloomington 

60 Empire Drive Suite 400 St. Paul MN 55103 


