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STANDIRG COMMITTEES ON STATE GOVERNMENT

Represenctative C. Raymend Fisher, Chairman of the House
Commitree on State Government and Representatives Richard Drake and
harold MeCormick wmet with the Commissioners of the Emplovment
Security Commission, Mr., James 7. Klein, Mr, Abe Clavman, and Mr.
George Lundberg &and with Mr. Fentcn Isaacson and Mr. Denis
Sullivan, Consulting Actuaries, from Milliman and. Robertson, Inc.
in June, 1972, Various suggestions were presented to improve rhe
Iowa Public¢ Employvees Retirement System and were noted by the
counsulting actuaries who agreed t¢ present a proposal to the
Subcommittee of the costs of actuarial studies for each of the
recoamendations.

At the June meesting ©of the Legigslative Council, a reguest
was subnitted by Representative TFisher and Senator James A.
Potgetery, Chairman of the Senate (Ccocmmittee on Stace Government,
that & joint subcoumittee of the Standing Committees on State
Gevernment be authorized t¢ =meet and wmake recommendations on

changes 1ia the IPERS systen. House members appointed to the
supcommittee were Representatives Fisher, Drake and McCormick and
Senate members appointad were Senator Gene Glenn, Senator Francis
Messerlv, and Senatcer John Rhodes., Legiglative members of the
IPERS Advisory Iavestnent Board, Senatcr James Griffin and
Representartive Leonard Andersen, vere invited to attend
Subcommittee meetings. '

Mr, EZdmund Longnecker, ILPERS Division of the Empioyment
Security Cowmission, explained that currently the emplover aand the
enployee each contribute 3%7% of their wages up to $§7,800 to zthe
iPLRS preogram and monthly tenefits to retirees are computed cn  the
casis of one~twelfth of 1.45% oper year of membership service
multiplied by the average annual covered wages of the emplovee. An
emplevee is vested in the program after eight years emplcvaent,
The system is actuarially sound, meaning that present emplovees'
contriburtions are not being used for payments to current retirees,

One o©of the reasons that the Subcommicttee was estabiished
is thar according to actuarial studies, caly a 5.507% coatribution
Tate is needed to fuad the system on an actuarially sound basis and
approximately $38,000,000 nas accumulated in the IPERS fund. One
of thhe reascns for the surpius in the fund is that employees who
terminate their emplovaent before they z2re vested only receive
thelr conctributions plus “nterest crediced and the emplover
zontribucion remains 4n the fund. Lneother reason is that the
intevest earnings have been higher than anticipated ané the average
vield is approximately 6% at the present time.

A series of twentv-one possible improvements to the IPERS
system were developed by the Subcommittee, and actuarial studies on
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these improvements were conducted by Mr. Isaacson and Mr. Sullivan,
The following twenty-one possible improvements were considered:

1.

2.

The present svstew with no benefit changes.

Pavmert of a miniwmum benefit of $4.00 per month for each
vear of membership service.

Payment of a winimum benefit of $5.00 per month for each
yvear of membership service.

Retirement at age 62 and benefits unreduced with thirty
vears of membership service.

Retirement at age 60 and benefits unreduced with thircty
vears of membership service,.

Retirement at age 55 and benefits unreduced with twenty-
five vears of membership service,

Increase in annual benefit credit from 1.45% for each
vear of membership service to 1.75%.

Increase in annual benefit credit from 1.45% for each
year of membership service to 2.00%.

Computation of the annual benefit «credit of 1.45% for
each year of membership service at 2.00% for each year of
future membership service.

Increase in the covered salaxy for years after June 30,
1972 from $7,800 teo $9,000,

Increase in the covered salary for vears after 30,
1972 from $7,800 to $10,800.

Increase in the covered salary for years after June 30,
1972 from $7,800 to $12,000,

Removal of the limit on covered salary for years after
June 30, 1972,

Basing the retirement benefits on the average c¢overed
salary during the highest 5 of <the last 10 years
employment (assuming a $7,800 salary limit).

Increase of the retirement benefit credit for each year
of prior service from 1.10% to 1.25%.

Vesting of a member after five vyears of membership
service rather than eight vears membership service.

Increase in membership service benefits being paid to re-
tirees as of June 30, 1972 by 20%.
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L 3asing retirement sernefils o1 [ne average
the fnighest 35 ¢f the last 10 vears with a $9,00C salarxy
L. B3asing refivement hHenelits on the average salary duriag
the  highest 3 eof the last 1O vears witn a $10,600 salary
Pimit
20C, asing retiremepnt Leneiits ¢ the average salary curing
tie nighest 3 of the last 10 vears wicth a $12,0C00 linmizw,
Zi. Basing ra2tirement denefits on the average salary dZuring
the highest 5 ¢f the Zast L0 wears withn no salary limit,

A copy of a3 listirng <¢f the possibie diunprovements and
thelr effects cn the current necessary 5.507% contribution levei iIs
attached and Ly phis reference made a part ¢f this Report.

“he Committee held =2 publiic higaring in Novesmber and
zroeuvps affected by IPERS changes ({both employers and emplovees)
were allowed to comment upcn Lthe twentwv-cne possible improvemenis.

Manw of the  emplovee asscciations met togetaer an<
astablisned a Zoint Council on IPERS with a single set o recsai-
meng¢ations frem the Joint Council, Members ¢f the Jeint Ceuncil
are:

Conservation Parx Sfficers Asscciaticen

lova Asscciation ¢f State, County and Municipal Emplicvees

Tcwa Fish and Game Oilicers Aasscciation

icwa Municipal Finance Asscoclation

Iowa School Foed Services asscciation

Iocwa State ASsessQors aAssociatiorn

Lowa State Assocciation of Counties

lows State zducaticon asscclaticen

dunicizal Civil Service implovees assoclaticn

State of Towae Emplovees asscciation

Toe Jodint Council recommended the follcowing prapesal fcox
Lmproving tine Iowa P2ublic Eumpliovees Retirement Svstem:

i. Senefits undexr tze IPERS oprogram shculd vest in  the
emplovee after five vears .nstead of eight vears as under current
Law. {Code 1371, 973.5321)

2. Enplovees whe were ceversed under the Iowa OQld  Age nd

L vors lasvrance Svstenm as of Sulv i, 1933 and subseguently have
iraawn taeir money frcm thal sSvstewn have the right te relnvest
criginal centridbutiona with interest.

3. ine 1PERS program shcuid Include 3 ninimum benefit level
for  hourly euplovees who nave worYwed ten vears orv e as fclliows:
34.300 per monrh for eachr vear of menmbership service for those
worxiag 30 hcurs or less per week, and $5.0¢ pev montzx for eaci
vear of nembership service for cthose working aore f.aza 30 hours per
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4. Allowance should be made for retirement at age 60 without
a4 loss or decrease in benefits with 30 years of membership service.

5. All law enforcement officers covered by the IPERS program
should be able to retire after 25 years of membership service at
age 55. The members pavments under this plan should be adjusted

to keep the program actuarially sound.

6. The monthly formula benefit should be changed to 1,85
percent per year of membership service multiplied by the annual
average covered wages instead of 1.45 percent as under present law.
(Code 1971, 978.49)

7. Covered wages as prescribed 1in Code 1971, 97B.41 be
increased from $7,800 to $12,000.

Representatives of these groups appeared before the
Subcommittee and affirmed their support for the recommendations of
the Joint Council, In addition representatives of the Des Moines
Lducation Asscociation, the Cedar Rapids Education Association, and
the Polk Suburban Education Association expressed support for the
stand of the Iowa State Education Asscciation.

Other groups presenting their positiomns on the IPERS
proposed improvements were:

Iowa Association of School Boards
League of Towa Municipalities
Iowa State Association of Highway Commission Employees

The Committee recommends:
1. The IPERS system should remain actuarially sound.

2. The 3 1/27% matching contributions by the employer and
the employvee should not be increased.

3. Benefits under the IPERS program should vest after four
years' employment instead of the current eight years.

4. Employees who are vested, c¢urrent, or retired members
of TIPERS and who were covered under the Iowa 0ld Age
and Surxvivors Insurance System at 1ts termination on
July 1, 1953 and have withdrawn their money from that
system should have the opportunity to reinvest their
original contributions together with interest.

5. A minimum monthly retirement benefit of fifty dollars
shnould be pailid to all retired members with ten or more
vyears of membership service.
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Members whe have thirty years cr mecre of membership
service should be allowed to retire at sixtv years of
age with no leoss in menthly benefits.,

ihe covered wages should be increased from $7,830 ner
rear te $10,800 per vear.

r
s
<n

hiv foraula benefit should be increased from
r vear of membership service multiplied by
al average cocvered wages to 1.50%,.

is gzenerally understood that the General Assembly
I be required to increase the amount of state aid
4 te school districts in the foundatioa formula

& order to &assist school districts in meeting their
creased firancial obligarions.
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