
!PERS SUBCOMMITTEE 

of .the· 

STANDING COMMITTEES ON STATE GOVERNMENT 

. Repo't'.t· to, the Legislative Coun.cil • .' '" > 

and the Members of the 

F:irst Session of the Sixty-fifth General Assembty . 

. , 

.-;-

' ... " :- ., ' ,~'. - , . ".' <-;.-

. -. ,. 



• n:-1AL REPORT 

IPERS SUdCOMMITTEE 

of the 

STAI,DIHG COMllITIEES O~ STATE GOVERNMENT 

Representative C. Ray~cna Fisher, Cha1r~an of the House 
Commit~ee on State Government and Representatives Richard Drake and 
harold ~cCormick met with the Commissioners of the Employment 
Se~~rity Commission, Mr. James T. Klein, Mr. Abe Clayman, and Mr. 
George Lundberg acd with Mr. Fenton Isaacson and Mr. Denis 
Sullivan, Cons~lting Actuaries, from Milliman and· Robertson, Inc. 
in June, 1972. Various suggestions were presented to improve the 
Io~a Public Employees Retirement System and were noted by the 
counsulting actuaries who agreed to present a proposal to the 
SUDcommittee of the costs of actuarial studies for each of the 
recooamendations. 

At the June mee~i~g of the Legislative Council, a requesc 
was sub~itted by Representative Fisher and Senator Ja~es A. 
Potge:er, Chairman of the Senate Committee on State Government, 
that a jOint subcommittee of the Standing Committees on State 
Government be authorized to :leet and :1lake recommendations on 
~hanges in the IPERS system. ~ouse members appointed to the 
subcom~itree ~ere Represenca~ives Fisher, Drake and McCormic~ and 
Sena:a members appointed were Senator Gene Glenn, Senator Francis 
~esserly, and Senator John Rhodes. Legislative members of the 
!?ERS AdVisory I~vestrnent Board, Senatcr James Griffin and 
Representative Leonard Andersen, we~e invi~ed to attend 
Subcommittee meetings. 

Mr. ~Qmund Longnecker, IPERS Division of the Employment 
Security CommiSSion, explained thac currently the employer a~d ~he 

eruployee each contribute 3~% of their wages up to $7,800 to the 
:?ERS program and monthly henefits to retirees are computed en the 
basis of one-twelfth o! 1.'5% per year of membership service 
=ult~plied by the average annual co~ered wages of the employee. An 
e~pleyee is vested in the program after eight years employment. 
The syste~ is accuarial:y sound, meaning that present employees' 
co~tributions are not being ~seci for pay~ents to current re~irees. 

One of ehe reasons chat che Subcommittee ~as established 
is that a~cording to actuarial studies, only a 5.5077. contribution 
:ate is needed to fund the system on an accuarially sound basiS and 
a?proxi~ately ~38,OOO,OOO has accumulated in the IPERS fund. One 
of the reascns for the surplus in the fund is that employees who 
terminate their employ~ent be~ore they are vested only receive 
:~e1r contributions plus ~~t9res~ r~ediced and the e~ployer 

~on~ribu~ion remains in the fund. ~~0ther reason is that ~he 
~nte~est earnings have been higher ~han ant1~ipated and the average 
yield is approximately 6% at the present time. 

A series of t~enty-one possible improvements to the IPERS 
system were developed by Cue Subcommi~tee, and actuarial ~tudies on 
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these improvements were conducted by llr. Isaacson and Mr. Sullivan. 
Tile following twenty-one possible improvements w~re considered: 

1. The present syste;,;) \-lith no benefit changes. 

2. Paymer.t of a Clini\;\um benefit of $4.00 per month for edcli 
year of rne~bership service. 

3. Payment of a ruinimum benefit of $5.00 per month for each 
year of membersllip service. 

4. 

s. 

6 . 

7 • 

8. 

Retirement at age 62 and benefits unreduced with 
years of membersilip service. 

Retirement at age 60 and benefits unreduced with 
years of membership service. 

thirty 

thirty 

Retirecent at age 55 and benefits unreduced with 
five years of membership service. 

twenty-

IncI"ease in annual benefit credit from 1. 45% for each 

year of membership se rvi ce to 1. 75%. 

Increase in annual benefit credit from 1. 45% for e<Jch 
year of membership service to 2.00%. 

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

10. 

11. 

1 2 • 

1 3. 

Increase in the covered s ala ry for yea rs 
1972 from $7,800 to $9,000. 

Increase in the covered salary for years 
1972 from $7,800 to $10,800. 

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

Removal of tIle limit on covered salary 
June 30, 1972. 

after June 3D, 

after June 30, 

after June 30, 

for years after 

14. Basing tile retirement benefits on the average covered 
salary during the !lighest 5 of the last 10 years 
employment (assuming a $7,800 salary limit). 

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

16. Vesting of a member after five years of membership 
service rather than eight years membership service. 

17. Increase in me~bership service benefits being paid to re
tirees as of June 30, 1972 by 20%. 
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:'e:-.ef~ts 

the last 

)e:;e:ics 
tr-.e 3.. as t 

i.::enefit.s 
t~le last 

0:1 t: ... e dverag~ 

10 '-'"ears ~..l:'t::' 

or: :~e average 
l:J years .,.;:. tn a 

C:1 the average 
10 years \,,:'t11 a 

SZl.:.<=.~y 

a $9,000 

sal.::ry 
S10,OOO 

~:Jri:ig 

salary 

J u r 1 j~ g 
salary 

5alar:; c.urin£ 
S12,OCO li:-:lit. 

3ds:'r:g retite~e:1t ~e~efi:s or: the average salary 
t~e hig::est 5 :. as t 10 years with ~o salary 1 i:;:::' t • 

A copy of a :is:ir:g of the possible i~provewen::s a~d 

their e~:ec:s en tile curre~r necessary 5.507% con~ribution level ~s 

a::dc:i~ec. ~:1d ty J:~is r~fere:1ce :r..ac.e a par:: cf this Report. 

held , -
~ .. ::,e COt:iI"ittee 

af~ectej ~y IPERS cha.:1ges 
p~b:ic heClring 

(:,oth e!l"iployers ana 
:{ove:;,bcr an..: 

e:':l?loyees) 
a~:owed to comment ~~cn the twect7-one ?ossible i~provecen:s. 

of asscc:'d.t:ons :le:t ~ogec~ler ar:.c >!an:.' 
~stdb':"is~cc. a 
i:lt:1<.:a::.io!';s :rcw. 

~0ir.t Cc~~c~l Ch 

::.he JOi:1t Ccu~cil. 

IP!:":RS ,.;:. tn 
:!err:bers 

a sir.g:e sec 0: 
of t.he ';cir.t 

recc:\
Ccu:1c:.l 

are: 

Co~servatic~ Pdr~ Officers Asscciat.io~ 
Iowa Assccia:ioc cf State, Cou~t~ and ~unicipa: E~plcyees 
!0wa Fis!~ and Ga~e Of~ice[s AssGciatio~ 

:cwa ~uni~ipal ::~d~ce ASS0Ciat:o~ 

:OWd School F8Cci Services Asscciat~on 
:owa S:a:e Astiesso:s Associat~o~ 

iowa St.ate AS3cc:at:~~ of Counties 
:owa S:ate ~6ucatio~ Asso~i2~icn 
:i'...!:1ic.i;::d:' C:';::'l S~r',"'~c8 ~m?10yees Associatic:1 
Sta:e of i~wa E~p!cyees ~sscciati0~ 

T;:e J:"'ir:.t Co:...:n.:il ":"€ccrt.:le::cieo :lle ~ol:c~o/::::g pr::pesal :::c: 
~~?r0vl~g ::.;:e :o~a ?~biic ~~~~oyees 1e:!re~ent System: 

i • Se~~f:t5 cnder t~e :?[~S 

3f~er five years :~s:ea~ 

pro g raUl s:~ c u:' U 
c~ eight years as 

in :hc 
I..i.nder curren:: 

i a~..: • 9iB.53) 

£:lployees ~hc ~ere covered un~er the 
S~rVIV0r3 Ins~ranc~ Syste~ BS of :u:y 1, 1953 
·..;i::licraawr:. t~lei.~ n;o:1ey i!:"c;n that syste:..::: :;ave 
:.~e:r .:..:r:glaal ccnt:-i~~t:'-.)ns ~i:t~ :'r.:e!:"85t. 

J. . . 

Old Age 
and subsequently ~ave 
t~e right to rei~ves: 

: e',' e 1 
::.':.- ~0urly e;~I"p..;.0yees :"n8 te:l. yt:ars as 
;~.OO setvice for 

fot ea...::: 
?ar ~o~t:: eor eac!! yaar of ~e~bers~~~ 

w0r~lng 30 hcurs ~r less per week, and $5.00 p~t 

yea~ of ~e!~bership s8rvi~~ !or chose work!ng nore 30 hours ~er 
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4. Allowance should be made for retirement at age 60 without 
a 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 payments under this plan should be adjusted 
to keep the program actuarially sound. 

6. Tile montilly formula benefit should be changed to 1.B5 
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 in 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 
~ducation Association, the Cedar Rapids Education Association, and 
tile Polk Suburban Education Association expressed support for the 
stand of the Iowa State Education Association. 

Other groups presenting their positions 
pro~osed improvements were: 

Iowa Association of School Boards 
League of Iowa Municipalities 

on the 

Iowa State Association of Highway Commission Employees 

The Commitcee [ecommends: 

1. The IPERS system should remain actuarially sound. 

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

IPERS 

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

4. Employees who are vested, current, or retired members 
of IPERS and who were covered under the Iowa Old Age 
and Survivors Insurance System at its termination on 
July I, 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 
should be paid to all retired members with ten or more 
years of membership service. 
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6. ~err.ber5 ~hc have thIrty years or mere cf membe;shi? 
servi~e should be allowed ~o retire at sixt7 years 0f 
age wi~h no loss in ~cnthly benefits. 

7. "rhe covered wages should be increased ~ram S7,80Q per 
~ear to 510,800 per year. 

8. T~e ~onthly for~u:a benefi~ shou:d be i~creased from 
1.~5% ?er year of membership service multiplied by 
t~e annua: average covered ~ages to 1.50%. 

9. It is generally understood that the General Assembly 
~ill be ~equired to increase ~he amount of state aid 
?a:d to school districts in the fou~dation formula 
in order to assist school cis trices in meeting t~eir 
increased financial obligations. 

• 


