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TO: Legislative Commission on Pensions and Retirement 

FROM: Susan Lenczewski, Executive Director 

RE: Actuarial Assumption Changes for MSRS, PERA and TRA 

DATE: November 3, 2015 

 
The Commission is being asked to approve actuarial assumption changes for the Minnesota 
State Retirement System (MSRS) General Employees Retirement Plan, the Public Employees 
Retirement Association (PERA) General Employees Retirement Plan and the Teachers 
Retirement Association.  The requested assumption changes are consistent with the 
recommendations of the actuary for each pension plan, upon completion of a six-year 
experience study.   

The Commission may (i) approve the assumption changes and thereby allow the pension plans 
to use the new assumptions in their next annual valuation, (ii) take no action and thereby allow 
the assumption changes to take effect approximately one year from now or (iii) reject or modify 
the assumption changes.  

Pursuant to Minnesota Statutes § 356.215, Subd. 18(b), all actuarial assumptions used in the 
preparation of actuarial valuations for the pension funds, except the “interest rate” assumption, 
may be changed only with the approval of the Commission or, in the absence of Commission 
action, such changes automatically take effect one year after the changes are received by the 
Commission.  The interest rate assumption, which is set forth at Minnesota Statutes § 256.215, 
Subd. 8, may be changed only by legislative action.   

Attached for the Commission’s consideration are the following: 

 Letter dated September 3, 2015, from the MSRS Executive Director reporting that the MSRS 
Board of Directors had approved certain actuarial assumption changes upon the 
recommendation of MSRS’ actuary in connection with the completion of an experience study 
for the period July 1, 2008, through June 30, 2014, and requesting the Commission’s 
approval of the changes. 

 Letter dated October 9, 2015, from the PERA Interim Executive Director reporting that the 
PERA Board of Trustees had approved certain actuarial assumption changes upon the 
recommendation of PERA’s actuary in connection with the completion of an experience 
study for the period July 1, 2008, through June 30, 2014, and requesting the Commission’s 
approval of the changes. 

 Letter dated September 2, 2015, from the TRA Executive Director reporting that the TRA 
Board of Trustees had approved certain actuarial assumption changes upon the 
recommendation of TRA’s actuary in connection with the completion of an experience study 
for the period July 1, 2008, through June 30, 2014, and requesting the Commission’s 
approval of the changes.  
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 Chart entitled “Proposed 2015 Actuarial Assumption Changes” setting forth each Plan’s 
current and proposed actuarial assumptions for the following: 

 Price inflation 

 Payroll growth 

 Merit salary scale 

 Retiree mortality 

 Disabilitant mortality 

 Active member mortality 

 Retirement rates (for normal, Rule of 90 and early retirements) 

 Withdrawal rates following termination of employment 

 Disability rates 

 Marital status 

 Form of payment (optional annuity forms) 

All proposed changes set forth in the chart were approved by the respective governing 
board, except use of mortality improvement scale MP-2015.  The governing boards had 
approved the use of the “MP-2014 improvement scale” before the more up-to-date mortality 
improvement scale, MP-2015, was issued.  MP-2015 is based on more current data than 
MP-2014 and use of MP-2015 is anticipated to have less of an impact on each plan’s liability 
than use of MP-2014 because the mortality improvement is slightly less with increasing age.  
For these reasons, each of the governing boards will be asked to approve the use of MP-
2015 at its next meeting and is expected to approve this change.  Accordingly, the 
Commission is being asked to approve the use of MP-2015, in place of MP-2014, along with 
all the other assumption changes, with the understanding that the Commission’s approval of 
MP-2015 will take effect with respect to each of MSRS, PERA and TRA, only if and when the 
respective governing board approves the use of MP-2015.   

 Proposed resolution LCPR15-R1 for adoption by the Commission of the proposed actuarial 
assumption changes. 
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2015 Proposed 
Actuarial Assumption Changes 

MSRS-General, PERA-General, and TRA 

Economic Assumptions ............................................... p. 1 
Demographic Assumptions ......................................... p. 2-5 
Miscellaneous and Technical Assumptions.................. p. 5 

 

Economic Assumptions 

 MSRS-General PERA-General TRA 

Price inflation 
Current 2.75% 2.75% 3.00% 
Proposed No Change No change 2.75% 

Payroll growth 
Current 3.50% 3.50% 3.75% 
Proposed No change No change 3.50% 

Merit salary scale 
Current Service-based scale,  

sample rates: 

 Year 1 = 10.25% 
 Year 5 =  5.45% 
 Year 10 =  4.15% 
 Year 15 =  3.45% 
 Years 17+ =  3.25% 

Service-based scale,  
sample rates: 

 Year 1 = 11.78% 
 Year 5 = 5.72% 
 Year 10 = 4.17% 
 Year 15 = 3.45% 
 Years 18+ = 3.25% 

Service-based scale,  
sample rates: 

 Year 1 = 12.00% 
 Year 5 =  7.25% 
 Year 10 =  6.40% 
 Year 15 =  5.25% 
 Year 20 = 4.00% 
 Years 25+ =  3.50% 

Proposed Service-based scale,  
sample rates: 

 Year 1 =  14.00% 
 Year 5 =  5.25% 
 Year 10 =  4.25% 
 Year 15 =  4.00% 
 Year 20 = 3.75% 
 Years 25+ =  3.50% 

Service-based scale,  
sample rates: 

 Year 1 =  11.50% 
 Year 5 = 5.50% 
 Year 10 = 4.50% 
 Year 15 = 3.90% 
 Year 20 = 3.75% 
 Years 26+ = 3.50% 

Service-based scale,  
sample rates: 

 Year 1 =  9.50% 
 Year 5 = 7.00% 
 Year 10 =  6.25% 
 Year 15 =  5.00% 
 Year 20 = 4.10% 
 Years 26+ =  3.50% 
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Demographic Assumptions 
 MSRS-General PERA-General TRA 

Mortality  

Retiree mortality 
Current    

Males RP-2000 Annuitant Gener-
ational Mortality Table, 
white collar, mortality im-
provement scale AA 

RP-2000 White Collar Male 
Annuitant Generational 
Mortality Table 

RP-2000 White Collar Male 
Annuitant Generational 
Mortality Table, set back 2 
years 

Females RP-2000 Annuitant Gener-
ational Mortality Table, 
white collar, mortality im-
provement scale AA  

RP-2000 White Collar Fe-
male Annuitant Genera-
tional Mortality Table, set 
back 2 years 

RP-2000 White Collar Fe-
male Annuitant Genera-
tional Mortality Table, set 
back 3 years 

Proposed    
Males RP-2014 White Collar Male 

Healthy Annuitant 

Mortality Table, set for-
ward 2 years, MP-2015* 
improvement scale 

RP-2014 White Collar Male 
Healthy Annuitant Genera-
tional Mortality Table, set 
forward 2 years
, MP-2015* 
improvement scale 

RP-2014 White Collar Male 
Healthy Annuitant Mortal-
ity Table, set back 3 years, 
rates at ages before 70 
multiplied by 0.80 and rates 
at ages over 70 multiplied 
by 1.478, with some blend-
ing of rates around age 70
, 
MP-2015* improvement 
scale 

Females RP-2014 White Collar Fe-
male Healthy Annuitant 
Mortality Table, MP-2015* 
improvement scale 

RP-2014 White Collar Fe-
male Healthy Annuitant 
Generational Mortality Ta-
ble, multiplied by 0.9 at all 
ages, MP-2015* improve-
ment scale 

RP-2014 White Collar Fe-
male Healthy Annuitant 
Mortality Table, set back 3 
years, rates at ages before 
75 multiplied by 0.85 and 
rates at ages over 75 multi-
plied by 1.362, with some 
blending of rates around 
age 75
, MP-2015* improve-
ment scale 

Disabilitant mortality 
Current    

Males RP-2000 Disabled Mortality 
Table, no setback 

RP-2000 Disabled Retiree 
Mortality Table, set back 4 
years 

Age-related rates, based 
on experience 

Females RP-2000 Disabled Mortality 
Table set forward 5 years 

RP-2000 Disabled Retiree 
Mortality Table, set for-
ward 7 years 

Age-related rates, based 
on experience 

                                                 
* Refer to page 6 for important information regarding the mortality improvement scale (MP-2015 and MP-2015). 
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Demographic Assumptions 
 MSRS-General PERA-General TRA 

Mortality  

Disabilitant mortality, cont. 

Proposed    
Males RP-2014 Male Disabled Re-

tiree Mortality Table, set 
forward 2 years, MP-2015* 
improvement scale 

RP-2014 Male Disabled Re-
tiree Generational Mortal-
ity Table, set forward 1 
year, MP-2015* improve-
ment scale 

RP-2014 Male Disabled Re-
tiree Mortality Table, with-
out generational improve-
ment 

Females RP-2014 Female Disabled 
Retiree Mortality Table, set 
forward 4 years
, MP-2015* 
projection scale 

RP-2014 Female Disabled 
Retiree Generational Mor-
tality Table, set forward 6 
years, MP-2015* Improve-
ment scale  

RP-2014 Female Disabled 
Retiree Mortality Table, 
without generational im-
provement 

Active member mortality 

Current    
Males RP-2000 White Collar Em-

ployee Generational Mor-
tality Table, set forward 3 
years, mortality improve-
ment scale AA 

RP-2000 White Collar Male 
Employee Generational 
Mortality Table, set for-
ward 5 years 

RP-2000 White Collar Male 
Employee Generational 
Mortality Table, set back 5 
years 

Females RP-2000 White Collar Em-
ployee Generational Mor-
tality Table, set back 1 
year, mortality improve-
ment scale AA  

RP-2000 White Collar Fe-
male Employee Genera-
tional Mortality Table, set 
back 3 years 

RP-2000 White Collar Fe-
male Employee Genera-
tional Mortality Table, set 
back 7 years 

Proposed    
Males RP-2014 Employee White 

Collar Male Employee Mor-
tality Table, set forward 1 
year, MP-2015* improve-
ment scale 

RP-2014 White Collar Male 
Employee Generational 
Mortality Table, set for-
ward 1 year, MP-2015* im-
provement scale 

RP-2014 White Collar Male 
Employee Mortality Table, 
set back 6 years, MP-2015* 
improvement scale 

Females RP-2014 Employee White 
Collar Female Employee 
Mortality Table, MP-2015* 
improvement scale 

RP-2014 White Collar Fe-
male Employee Genera-
tional Mortality Table, set 
back 1 year, MP-2015* im-
provement scale 

RP-2014 White Collar Fe-
male Employee Mortality 
Table, set back 5 years, 
MP-2015* Improvement 
scale 

 

                                                 
* Refer to page 6 for important information regarding the mortality improvement scale (MP-2015 and MP-2015). 
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Demographic Assumptions 
 MSRS-General PERA-General TRA 

Retirement rates - current 

Age 

Normal 
Unre-
duced 

Early 
Rule of 

90 
Early 

Reduced 

Normal 
Unre-
duced 

Early 
Rule of 

90 
Early 

Reduced 

Normal 
Unre-
duced 

Early 
Rule of 

90 
Early 

Reduced 

55 - 20% 5% - 20% 6%  50% 7% 
56 - 15% 5% - 20% 6%  55% 7% 
57 - 15% 5% - 20% 6%  45% 7% 
58 - 15% 5% - 20% 7%  45% 8% 
59 - 20% 6% - 20% 8%  45% 10% 
60 - 20% 7% - 20% 8%  40% 12% 
61 - 22% 12% - 25% 12%  45% 16% 
62 - 40% 22% - 35% 20%  45% 20% 
63 - 30% 22% - 25% 16%  40% 18% 
64 - 30% 16% - 25% 18%  45% 20% 
65 40% - 18% 35% - 35% 40% - 40% 
66 30% - - 25% - - 35% - - 
67 25% - - 20% - - 30% - - 
68 25% - - 20% - - 30% - - 
69 25% - - 20% - - 30% - - 
70 30% - - 20% - - 35% - - 
71+* 100% - - 100% - - 100% - - 

Retirement rates - proposed 
 Unreduced Reduced Unreduced Reduced Tier I † Tier II ‡ 

Age 
Nor-
mal 

Rule 
of 90 

Tier  
   I † 

Tier 
   II ‡ 

Nor-
mal 

Rule 
of 90 

Tier 
   I † 

Tier 
   II ‡ Early 

Unre-
duced Early 

Unre-
duced 

55 - 15% 4% 4% - 20% 5% 5% 5% 35% 5% - 
56 - 15% 4% 4% - 15% 5% 5% 10% 35% 5% - 
57 - 12.5% 4% 4% - 15% 5% 5% 10% 35% 5% - 
58 - 12.5% 4% 4% - 15% 6% 5% 10% 35% 5% - 
59 - 15% 6% 5% - 15% 7% 6% 14% 35% 5% - 
60 - 15% 8% 5% - 15% 8% 7% 17% 35% 6% - 
61 - 20% 10% 10% - 18% 10% 9% 20% 35% 15% - 
62 - 30% 20% 15% - 35% 20% 15% 25% 35% 15% - 
63 - 25% 18% 15% - 25% 20% 15% 25% 35% 15% - 
64 - 25% 18% 15% - 25% 25% 15% 25% 35% 20% - 
65 35% - - 20% 32.5% - - 25% - 35% 30% - 
66 30% - - - 25.0% - - - - 40% - 35% § 
67 25% - - - 20.0% - - - - 35% - 30% § 
68 25% - - - 17.5% - - - - 30% - 25% § 
69 22% - - - 15.0% - - - - 30% - 25% § 
70 30% - - - 17.5% - - - - 35% - 35%  
71+* 100% - - - 100% - -  - 100% - 100% 

                                                 
* Members reaching 100% retirement eligibility will delay retirement one year 
† Tier 1:  Pre-7/1/1989 hires 
‡ Tier 2:  Post-6/30/1989 hires 
§ Coordinated Tier 2 members age 62 with 30 or more years of service have 5% added to their early retirement rates 
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Demographic Assumptions 
 MSRS-General PERA-General TRA 

Termination of employment (withdrawal) 
Current Select rates, first 3 years: 

 Males Females 
1st year 45% 48% 
2nd year 14% 15% 
3rd year 9% 10% 

Ultimate rates based on 
age, beginning at 6.90% 
(males)/8.55% (females) at 
age 20, gradually declining 
to 0% at age 55. 

Select rates, service-based: 
 

1st year = 40% 
2nd year = 15% 
3rd year = 10% 

Ultimate rates based on 
age, beginning at 8.4% at 
age 20, gradually declining 
to 0% at age 55. 

Select rates, first 3 years: 

 Males Females 
1st year 45% 40% 
2nd year 12% 10% 
3rd year 6% 8% 

Ultimate rates based on 
age, beginning at 3.70% 
(males)/4.5% (females) at 
age 20, gradually declining 
to 0% at age 55. 

Proposed Service-based table.   
Withdrawal rates begin at 
20% (males)/24% (females) 
in Year 1 and gradually de-
cline to 1% for both after 30 
years of service. 

Service-based table.   
Withdrawal rates begin at 
25% in Year 1 and gradually 
decline to 1% (males) and 
1.5% (females) after 30 
years of service. 

Service-based table. 
Withdrawal rates begin at 
32% (males)/29% (females) 
in Year 1 and gradually de-
cline to 0.5% for both after 
25 years of service. 

Disability rates 
Current Age-related rates.   Age-based table.  Age-related rates.   

Proposed Lower rates, adopt same ta-
ble for males/females.   

Rates lowered to approxi-
mately 60-75% of current. 

No change 

 

Miscellaneous and Technical Assumptions 
 MSRS-General PERA-General TRA 

Marital status 
Current Males 85% are married 

Females 70% are married 
Males 75% are married 
Females 70% are married 

Males 85% are married 
Females 65% are married 

Proposed Males 80% are married 
Females 65% are married 

Males 80% are married 
Females 70% are married 

No change 

Form of payment (optional annuity forms) 
Current  Males Females 

25% J&S -- -- 
50% J&S 15% 15% 
75% J&S 10% 0% 
100% J&S 50% 25% 
Single Life remaining 

 Males Females 
25% J&S 5% 5% 
50% J&S 15% 5% 
75% J&S 10% 5% 
100% J&S 30% 15% 
Single Life 40% 70% 

 Males Females 
25% J&S -- -- 
50% J&S 8.50% 13.0% 
75% J&S 12.75% 6.5% 
100% J&S 59.50% 32.5% 
Single Life 19.25% 48.0% 

Proposed  Males Females 
25% J&S -- -- 
50% J&S 15% 15% 
75% J&S 15% 10% 
100% J&S 50% 30% 
Single Life remaining 

 Males Females 
25% J&S 10% 10% 
50% J&S 15% 10% 
75% J&S 10% 5% 
100% J&S 35% 15% 
Single Life 30% 60% 

 Males Females 
25% J&S -- -- 
50% J&S  10% 13.5% 
75% J&S 10% 6.5% 
100% J&S 60% 35.0% 
Single Life 20% 45.0% 
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Mortality Improvement Scale (MP-2014 and MP-2015) 
 
The Board of Directors of the Minnesota State Retirement System (MSRS), the Board of Trustees of the 
Public Employees Retirement Association (PERA) and the Board of Trustees of the Teachers Retirement 
Association (TRA) approved the use of the “MP-2014 improvement scale” before the more up-to-date 
mortality improvement scale, MP-2015, was issued.  MP-2015 is based on more current data than MP-
2014 and use of MP-2015 is anticipated to have less of an impact on each plan’s liability than use of MP-
2014 because the mortality improvement is slightly less with increasing age.  Because of this, the execu-
tive directors of MSRS, PERA and TRA will be seeking their respective Board’s approval of the use of MP-
2015, in place of MP-2014, and expect to receive this approval.  The Commission is being asked to ap-
prove the use of MP-2015 now, as part of all the other assumption changes, with the understanding that 
the Commission’s approval of MP-2015 will take effect with respect to each of MSRS, PERA and TRA, only 
if and when the respective Board approves the use of MP-2015. 
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PROPOSED RESOLUTION 
 

For adoption by the  
Legislative Commission on Pensions and Retirement 

At its Meeting on November 3, 2015 
 

General State Employees Retirement Plan of the  
Minnesota State Retirement System 

General Employees Retirement Plan of the 
Public Employees Retirement Association (PERA-General)  

Teachers Retirement Association (TRA) 

 
 

WHEREAS:  
 

1. The Legislative Commission on Pensions and Retirement 
(“Commission”) has the authority, pursuant to Minnesota Statutes § 356.215, 
subd. 18, to approve changes to actuarial assumptions, other than postretirement 
interest and preretirement interest, proposed by the governing board of a pension 
fund, or allow such changes to go into effect one year after receipt of the 
changes, without action by the Commission;   
 

2. The governing boards of the Minnesota State Retirement System, 
the Public Employees Retirement Association and the Teachers Retirement 
Association, have requested that the Commission approve changes to the 
actuarial assumptions used in the preparation of actuarial valuations of their 
respective pension fund, as presented to the Commission in the document 
entitled “2015 Proposed Actuarial Assumption Changes;” 

 
NOW, THEREFORE, BE IT RESOLVED that the Commission hereby approves 

the changes to the actuarial assumptions, as set forth in the “2015 Proposed Actuarial 
Assumption Changes,” effective beginning with July 1, 2016, actuarial valuation, except 
that the assumption change relating to use of the mortality improvement scale MP-2015 
shall not take effect with respect to each pension fund unless and until approved by the 
governing board of the pension fund. 




