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June 19, 2025 

Minnesota Legislative Commission on Pensions and Retirement 
Centennial Office Building, 1st Floor 
658 Cedar St. 
St. Paul, MN 55155  
 
Attn: Susan Lenczewski, Executive Director 

Re: Review of PERA LGCSRP 2019-2023 Actuarial Experience Study 

Commission Members: 

This report presents our review of the July 1, 2019 – June 30, 2023 actuarial experience study for the 
Public Employees Retirement Association – Local Government Correctional Service Retirement Plan 
(LGCSRP, or Plan).  

This experience study was prepared by the Plan’s retained actuary to develop assumptions for the July 1, 
2025 actuarial valuation. The proposed assumptions are based on a review of the Plan’s economic and 
demographic experience during the four-year period from July 1, 2019 through June 30, 2023. 

The proposed assumptions were approved by PERA’s Board and the Legislative Commission on Pensions 
and Retirement (LCPR, or Commission) as required by Minnesota Statutes Section 356.215 Subd. 18. 

Based on our review of the experience study report, we agree that the proposed actuarial assumptions 
are reasonable. The basis for this conclusion is described in the rest of this report. We also encourage the 
LCPR to consider the actuarial methodology update recommended by the Plan’s actuary, which would 
require legislative action. 

Purpose of the Study 

This study was prepared at the request of the LCPR for the benefit and use of the LCPR and the State of 
Minnesota. Its sole purpose is to review the experience study and proposed actuarial assumptions and 
methods used to value the Plan’s actuarial liabilities. These liabilities are used to complete various 
computations for financial reporting and funding/contribution purposes. 

This report may not be used for any other purpose, and VIA Actuarial Solutions is not responsible for the 
consequences of any unauthorized use. Its content may not be modified, incorporated into or used in 
other material, or otherwise provided, in whole or in part, to any other person or entity, without our 
permission.  
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Economic Assumptions 

Economic assumptions play a significant role in determining both the estimated amount of projected 
retiree payments and the “present value” of those payments (i.e., the discounted actuarial liabilities).  

Some of these assumptions are based on system-specific experience (e.g., salary merit increases), while 
others are based on general market expectations (e.g., price inflation). The most important economic 
assumption is the expected investment return, which is based on a set of capital market assumptions 
applied to a fund’s specific investment mix. 

The remainder of this section provides a summary of each recommended economic assumption, along 
with our review and commentary on these proposals. These assumptions include: 
 Price inflation 

 Wage inflation / payroll growth 

 Pay increases for merit and seniority 

 Investment return 
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Investment Return 

Review of the investment return assumption was outside the scope of the July 1, 2019 – June 30, 2023 
experience study for the LGCSRP. Analysis and conclusions for this item can be found in the PERA GERP 
experience study dated June 29, 2023. 

Commentary and detailed analysis can be found in our report reviewing the experience study for PERA 
GERP dated February 16, 2024. 
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Demographic Assumptions 

Demographic assumptions play a significant role in determining the likelihood of projected retiree 
payments; when they will start and end; and the resulting “present value” of those payments (i.e., the 
actuarial liabilities).  

Some of these assumptions are based on system-specific experience (e.g., retirement rates) while others 
may be based on statistics for a larger group (e.g., mortality), especially when the system’s data set over 
the study period isn’t large enough to be “credible” on its own.  

The remainder of this section provides a summary of each recommended demographic assumption, along 
with our review and commentary on these proposals. These assumptions include: 

 Retirement rates 

 Withdrawal (i.e., termination before retirement eligibility) 

 Disability 

 Mortality 

 Miscellaneous and technical assumptions 
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Retirement 

Retirement rates are a key assumption because they determine when members’ benefits are expected to 
begin. This has a substantial effect on liabilities and recommended contributions. 

Retirement rates are entirely system-specific and heavily influenced by plan provisions. Relevant guidance 
includes: 

 ASOP 27 recommends the actuary consider job-related factors, plan design and incentives, social 
insurance programs like Social Security and Medicare, and the availability of other employer plans 
like savings plans and postretirement health coverage. 

 Section II.C.(2) of the LCPR Actuarial Standards requires retirement rates to be based on gender, 
age and/or years of service, or duration of eligibility unless experience shows otherwise. Section 
II.D.(4) requires that members active beyond the latest assumed retirement age should be 
assumed to work one year beyond the valuation date and then retire.  

 Section VI.C. of the LCPR Actuarial Standards specifies the process to be followed when the 
retained actuary evaluates demographic assumptions. 

Plan actuary’s recommendation:  

 Amend the LCPR actuarial standards to remove the required assumption that active members 
currently at the 100% decrement age or older (age 70 for this plan) will delay retirement and retire 
one year after the valuation date. Instead, the actuary recommends that the Plan assume these 
members retire mid-year like other members. 

 Increase the rate of assumed ‘unreduced retirements’ at many ages less than 70, with some 
isolated decreases at ages 63, 64, and 66. 

 Increase reduced early retirement rates at several ages. 

Plan actuary’s rationale: The proposed rates are adjusted from current rates to reflect observed July 1, 
2019 – June 30, 2023 experience. In general, proposed rates lie between current rates and observed 
experience with more weight given to the last three years of experience. 

The measurements were prepared on a liability-weighted basis since retirement decisions are often 
correlated with the value of expected pension benefits.  

The Plan actuary also recommends no change to the retirement assumption for terminated vested 
members5. They provide commentary that the effect of this assumption is relatively minor since benefits 
are approximately actuarially adjusted for any early retirements. 

  

 

5 Current assumption is that these members will choose a refund of employee contributions if greater than the actuarial value of 
a deferred annuity. Those expected to elect an annuity are assumed to defer receipt until normal retirement age. 
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Actuarial Methods 

The calculation of recommended contributions relies on several actuarial methods for determining the 
unfunded liability as well as developing an actuarial contribution that is intended to pay down (i.e., 
“amortize”) the unfunded liability. They include: 

 Asset valuation method 

 Actuarial funding method 

 Unfunded liability amortization period and method  

 Post-retirement benefit increases 

 Projected payroll 

Most of these methods are prescribed by State Statute or the LCPR’s Actuarial Standards. Selecting some 
of these methods is also influenced by ASOPs or other guidance, including: 

 ASOP 4, Measuring Pension Obligations and Determining Pension Plan Costs or Contributions 

 ASOP 44, Selection and Use of Asset Valuation Methods for Pension Valuations 

 The Society of Actuaries Report of the Blue Ribbon Panel on Public Pension Plan Funding 

 Conference of Consulting Actuaries Public Plans Community - Actuarial Funding Policies and 
Practices for Public Pension Plans 

Although the latter two documents are non-binding for the actuarial profession, they provide useful 
considerations when selecting actuarial funding methods. 

Review of the actuarial methods was outside the scope of the July 1, 2019 – June 30, 2023 experience 
study for the LGCSRP. Analysis and conclusions for these items can be found in the PERA GERP experience 
study dated June 29, 2023. 

Commentary and detailed analysis can be found in our report reviewing the experience study for PERA 
GERP dated February 16, 2024. 
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Cost Impact 

Section VI.E. of the LCPR’s Actuarial Standards specifies that the systems must measure the cost impact 
of any assumption change. The measurement must present the change in “the dollar amount of the UAAL, 
the change in the Actuarial Liability Funded Ratio, the change in the normal cost rate and the change in 
the UAAL contribution rate.” 

The Standards specify that the assumption changes should be measured in the following order: 

1. Mortality 
2. Retirement 
3. Termination of employment 
4. Disability 
5. Salary increases 
6. Interest rate/investment return assumption 
7. Other 
8. Payroll growth 

 
PERA provided an assumption request letter to the LCPR dated December 17, 2024 which lists the 
proposed assumption changes. They also provided a separate letter from the retained actuary dated June 
10, 2024 which summarized the required cost impact measurements. 

The cost calculations contained all the required items (e.g., change in funded ratio and normal cost rate) 
and were presented in the following order: 

 Mortality assumption 

 Retirement rates, withdrawal rates, disability rates and miscellaneous assumptions (e.g., 
marriage, spouse age difference, form of payment, and missing participant data)  

 Merit/seniority pay increases 

The recommended assumption changes are expected to slightly decrease Plan liability measurements, 
increase funded status, and increase contribution sufficiency. 

We note that the cost calculations reflected two deviations from the requirements of Section VI.E. of the 
LCPR’s Actuarial Standards: 

 The cost impact of items 2 through 4 and 6 through 8 above were measured in aggregate instead 
of presented separately; and 

 The cost impact of item 5 above (salary increases) was measured last instead of in the prescribed 
order. 

We do not believe this deviation is meaningful since the overall contribution rate, accrued liability, and 
funded status changes from the aggregated assumption changes are relatively minor. However, we 
encourage providing the additional cost impact details in future actuarial experience study reports. 




