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TFFR Funded Level Improving

ccording to TFFR’s consultant,

the TFFR pension plan
is beginning to show signs of
funding improvement thanks to
recent outstanding investment
performance and the benefit and
contribution changes made by the
2007 Legislature.

Each year, TFFR’s actuary
performs an actuarial valuation
to determine if the contributions
paid by members and employers,
along with investment earnings,
are adequate to pay the retirement
benefits for current and future
retirees. The annual valuation
tracks changes over time

and warns of possible future
problems and issues. The 2007
report provides the following
information:

Membership
As of July 1, 2007, the TFFR plan
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represented 17,257 active, inactive,
and retired members. The average
age of the 9,599 active members
was 44.7 years; average service
was 14.5 years; and average annual
salary was $41,810. There were
6,077 retirees and beneficiaries
receiving average annual benefits
of $17,208. There were also 1,581
inactive members.

While active membership has
decreased an average of 0.5% per
year over the past 10 years, the
number of retired members has
grown an average of 3.1% per

year. Currently, there are 1.6 active
members for each retiree (down
from 2.2 actives per retiree 10 years

ago).

Asset Levels

Market value of assets increased
from $1.7 billion in 2006 to $2.03
billion on June 30, 2007. Last year’s
net investment return was 20.04%,
which was well above the 8.0%
investment return assumption.

Actuarial Results

According to the 2007 actuarial
report, TFFR’s unfunded actuarial
accrued liability (UAAL) decreased
from $510 million to $459 million.
The GASB Annual Required
Contribution (ARC) rate decreased
from 12.29% to 10.15%. This is
greater than the 7.75% employer
contribution rate currently
required by law. The shortfall

Continued on page 4

public school teachers.

Your retirement board is dedicated to ensuring a financially strong
pension fund for the benefit of North Dakota’s active and retired

Front row, from left: Clarence Corneil, Mike Gessner, Lowell Latimer.
Back row: Kelly Schmidt, Bob Toso, Wayne Sanstead, Kim Franz.

TFFR Board

Governor Hoeven
recently appointed
Bob Toso to
represent school
administrators on
the TFFR Board.
Clarence Corneil
was also appointed
for another five year
term to represent
retired members.
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TFFR: Just a
Retirement Plan?

Someone once told me about a
teacher who was concerned
about retirement and outliving her
financial resources. She said she
enjoys fast food once in awhile, but
doesn’t want to be on the “other
side” of the drive up window in
retirement.

So do you need to worry about
retirement? It's sometimes easy

to take your retirement plan for
granted and not recognize its true
value. After all, TFFR is “just a
retirement plan,” so what's the big
deal?

As a new teacher, just entering

the work force, retirement is a
long way off. Salary is the main
concern after all, that’s what pays
the bills. But just think, in addition
to salary, the average new teacher
who continues until retirement will
receive a lifetime pension benefit
which will be worth over $700,000
at that time. Not bad for “just a
retirement plan.”

For a mid-career employee, with
15-20 years of teaching experience,
your pension plan is taking on
importance. You can see the

“Rule of 85” on the horizon, and
when reviewing your annual
benefits statement, you notice
your retirement benefit amount
growing. In addition, TFFR’s
disability and death benefits have
caught your attention by now.
Pretty good deal, you think, even if
TFFR is “just a retirement plan.”

Maybe you're a ready- to-retire
teacher, with 30 or more years

of teaching service. If so, you
clearly recognize the value of your
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pension plan. You've attended
pre-retirement planning sessions
and have learned about your TFFR
benefits, Social Security, health
insurance, financial and estate
planning. You understand that
an average retiree will receive
about 60% of final average salary
from TFFR, and when added

to Social Security benefits, you
should receive about 90% of your
pre-retirement earnings. That's
pretty valuable stuff from “just a
retirement plan,” and something
to look forward to when the time
is right.

Of course, as a retiree, you know
better than anyone that you can
count on your TFFR benefit check
being promptly deposited into
your bank account each and every
month. You know your benefits
can’t be reduced and will be paid
for life. It’s interesting to note that
within about three years of your
retirement, you have received all
of your contributions back in the
form of pension benefits. And

after a couple more years, you've
received the employer’s share as
well. For the remainder of your
life, your pension benefit payments
are funded by investment earnings.
Now that’s a real bargain, and

true financial security from “just a
retirement plan.”

While TFFR is not intended to

be your sole source of retirement
income (you'll need Social Security
and other retirement savings

to keep up with inflation and
maintain a comfortable standard
of living), your defined benefit
pension plan does a pretty good
job of providing steady retirement
income for your lifetime.

And, unless you want to, you
shouldn’t have to work at the drive
up window in retirement.

Administrative Rules Hearing

A public hearing has been scheduled for January 17, 2008 at 1:00

pm in the Ft. Union Room at the State Capitol to address proposed
amendments to ND Administrative Code Title 82. The purpose of the
proposed amendments is to implement new state statutes.

The proposed rules address the Teachers” Fund for Retirement
definitions; participation provisions; retirement benefits; disability
benefits; and right to a formal hearing and appeal.

A copy of the proposed rules may be viewed at www.nd.gov/rio or
may be requested by writing or calling the Retirement and Investment
Office. Oral or written comments will be accepted until 5:00 pm on

January 31, 2008.
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Every year, NDRIO publishes a Comprehensive Annual Financial
Report (CAFR). This report provides a detailed look at investment,
financial, actuarial, and statistical information. The report has received
the Certificate of Achievement for Excellence in Financial Reporting.
The complete report is posted on the NDRIO website at www.nd.gov/
rio. In addition, copies of the report may be requested by calling the
administrative office.
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(negative margin) between the rate mandated by
law and the rate necessary to fund the UAAL in 30
years improved from -4.54% to -2.40%. However, the
funding period remains infinite.

The funded ratio (the ratio of the actuarial value of
assets to the actuarial accrued liability) is 79.2% as of
July 1, 2007, an increase from 75.4% last year. Based
on market values rather than actuarial values of
assets, the funded ratio improved to 91.9%, up from
83.0% last year.

Future Projections

As a result of strong investment performance in the
past few years, TFFR has asset gains of $280 million
which have not yet been recognized in the actuarial
value of assets because of the five-year averaging of
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investment gains and losses. These asset gains will be
recognized over the next four years, unless needed to
offset future investment losses. Long-term projections
show that this, coupled with the contribution
increase and benefit changes enacted by the 2007
legislature, should greatly improve funding over the
next ten years, assuming an 8% annual market return
net of expenses, no actuarial gains or losses, and no
other changes in plan provisions. Investment returns
greater or less than 8% could cause future funding
projections to vary considerably from year to year.

Details of the July 1, 2007 actuarial valuation report
are included in the NDRIO 2007 Comprehensive
Annual Financial Report (CAFR) which is available
on the NDRIO website or by request from the
administrative office.
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