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Teacherso Fund fo
1930 Burnt Boat Drive
PO Box 7100
Bismarck ND 58507-7100

Telephone: 701 -328 -9885
Toll free: 800 -952 -2970
Fax: 701 -328 -9897

Email: rio@state.nd.us
Website: www.nd.gov/rio




TFFR Website

www.nd.gov/rio




Type of System

TFFR 1s a qualified defined benefit public
pension plan.

Benefit funding comes from three sources:

Employee contributions
Employer contributions
Investment earnings




TFFR Investment Performance
and Asset Allocation as of
June 30, 2009

Fixed Income
35%

Total 1 Year 3 Years 5 Years 10 Years 20 Years
Fund -27.33% -6.90% 0.98% 1.95% 6.83%

Total Assets
$1.3 Billion
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TFFR Funded Ratio (AVA)
1977 - 2009
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Projected Funded Ratios Under
Alternative Employer Contribution Rates
Increase Assumed Effective July 1, 2011

Actuarial Funded Ratio

FY 2012 Employer
Employer Contribution Funding Period
Contribution Rate % Increase Increase* 2009 2019 2029 in 2039

8.75% 0.00% $0.0 78% 41% 15% Infinite
9.75% 1.00% $4.9 78% 43% 20% Infinite
10.75% 2.00% $9.7 78% 45% 26% Infinite
11.75% 3.00% $14.6 78% 47% 31% Infinite
12.75% 4.00% $19.4 78% 48% 36% Infinite
13.75% 5.00% $24.3 78% 50% 42% Infinite
14.75% 6.00% $29.1 78% 52% 47% Infinite
15.75% 7.00% $34.0 78% 53% 52% 71 years
16.75% 8.00% $38.8 78% 55% 57% 20 years
17.75% 9.00% $43.7 78% 57% 63% 10 years

18.75% 10.00% $48.5 78% 59% 68% 4 years

* In millions. Amounts will increase after FY 2012 in line with growth of covered payroll.

Assumptions:
(1) 8% Net investment returns for FY 2010 and later years
(2) No change in member contribution rate (7.75%) or benefit provisions
(3) 0.5%/year decrease in number of active members
(4) No actuarial gains or losses except as due to investment returns
(5) Based on 2009 actuarial valuation, adjusted for 2009 legislation
Gabriel, Roeder, Smith & Company




Market Recovery??

A Historically, extreme downturns have usually bee
recoveries.

A Consider the size recovery needed to get back to
0 58% in FY 2010, followed by constant 8% retur

0 OR 17.25% for each of the next 5 years, follows
thereatfter.

d OR 10.94% return for the next 30 years.
AUnl i kely wedll be abl e




Projected TFFR Actuarial (AVA) Funded Ratic
based on variable investment returns for FY 2
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Note: Funded ratio estimates using actuarial value of assets (AVA) are based on following assumptions: Variable investment
returns for 2010 (24%, 16%, 8%, 0%, -8%, -16%, -24%) and 8% investment returns for 2011 and all future years.




MEMBER BENEFIT CHANGES

Red (clearly illegal) < > Green (clearly legal)

RETIREES ACTIVE AND INACTIVE EMPLOYEES NEW
EMPLOYEES

Vested Vested Vested Vested Nonvested

Retirement Retirement Accrued Future Any
No Benefit Any
Changes Eligible (Normal) | Eligible (Early) Benefits Benefits Benefits Benefits

6,466 1,056 1,068 7,667 1,698 700 per yr (est.)




20090 Study

A Comprehensive Review of TFFR plan
Study Group

d Contributions
d Investments
0 Benefits

0 Expenses

0 Legal issues

A Submit Funding Improvement Legislation in




Active and Retired TFFR MemL;
1972009

e N\ 9,707
\ vl—/ Tier1 9,001

Tier 2 706
9,707

- Active Teachers =——Retired Members




2008-09 TFFR Active Member
Retirement Eligibility Profile

B Previously Eligible for
Retirement
C—Newly Eligible for Retirement

A— Total Eligible for Retirement
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Membership

Individual Membership
Certified to teach
Under contract
Tier 1 T Current members
Tier 217 New hires and returning refunded

members on/after July 1, 2008

Service Credit
700 compensated hours = 1 year

If compensated for less than 700 hours,
service credit Is granted In proportion

Example: 650 hours/700 = .929 year




Definitions

Vesting

Three years of service T Tier 1 members
Five years of service I Tier 2 members
Entitled to lifetime benefit when eligible

Employer Contributions

8.25% of salary (Increasing to 8.75% July 1, 2010)
Not part of account value

Employee Contributions

7.75% of salary
Earns 6% interest




Salary

Earnings In eligible employment for
teaching, supervisory, administrative,
and extracurricular services.




Taxation of Employee
Contributions

Employee contributiaiederrag berdagh a sa
reduction or Iin lieu of a salary increase.

Model O = Taxed
Model 1 = Salary reduction
Model 2 = In lieu of salary increase




Model Usage

Model O
10 employe
5%

Model 3
7 employer
3%

Model 1
Modepartial 99 employe
14 employer 44%

6%

Modeif2!
93 employe
42%



