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Public Employees’ Retirement Board 
April 10, 2014 
 
 
Topic: Actuary Assumption – Administrative Expense 
  Change beginning with fiscal year 2014 valuation 
 
Recommended Board Motion:  
 
To accept the proposed administrative expense assumption. 
 
The approval of this assumption will have the following impacts: 

• Normal cost for each plan will increase by the amount of the administrative 
expense percentage (or amount for VFCA) 

• Amortization periods will increase since the portion of the contribution 
allocated to the UAL payment will decrease. 

 
 
Under GASB 67, administrative expenses are not to be considered net against 
investment returns, but must be recognized as a separate item. MPERA should 
develop a separate administrative expense assumption for each system. 

 
• Prior investment return assumption assumed that administrative expenses 

were to be deducted in determining the investment return assumption 
 

• Recommend a specific assumption for administrative expenses as an 
addition to normal cost based upon three year averages 
 

• Under GASB 67, rate of return is assumed net of investment expenses, 
but not administrative expenses (See GASB paragraph 44) 

 
GASB paragraph 44. For each future period, if the amount of the pension plan’s 
fiduciary net position is projected to be greater than or equal to the benefit 
payments that are projected to be made in that period and pension plan assets 
up to that point are expected to be invested using a strategy to achieve the long-
term expected rate of return, the actuarial present value of benefit payments 
projected to be made in the period should be determined using the long-term 
expected rate of return on those investments. The long-term expected rate of 
return should be based on the nature and mix of current and expected pension 
plan investments over a period representative of the expected length of time 
between (a) the point at which a plan member begins to provide service to the 
employer and (b) the point at which all benefits to the plan member have been 
paid. For this purpose, the long-term expected rate of return should be 
determined net of pension plan investment expense but without reduction 
for pension plan administrative expense. The municipal bond rate discussed 
in paragraph 40 should be used to calculate the actuarial present value of all 
other benefit payments. [bold added] 
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Cheiron prepared the attached letter on the administrative expense assumptions 
for each of the PERB administered plans. All plans would utilize a percent of 
covered payroll percentage that would be part of the normal cost calculation for 
the respective plan. VFCA is the exception to a percent of cost method and will 
utilize a set dollar value.  
 
The administrative expense assumptions were prepared on a three year average 
and exclude the cost of the MPERAtiv project.  
 
 
 
Board Motion  

Accept Cheiron’s recommendation to change the actuary assumption for 
the Administrative Expenses effective beginning with the valuation 
performed for fiscal year 2014. This would fulfill the GASB requirements 
and keep a consistent Rate of Return for the PERB administered plans 

 
 Other: 
 
 
 
 
 
 
 
 
 
 
_________________________________  
Moved by 
 
 
_________________________________  
Seconded by 
 
 
_________________________________  
Vote 
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