FINAL REPORT

PEACE OFFICERS RETIREMENT SYSTEMS STUDY COMMITTEE

Pursuant to Senate Joint Resolution 1008 which was en-
actad by the Sixty-sixth -General Assembly in 1976 the Study
Committee was appointed with the following members: Senator C,
Joseph Coleman, Senator Warren Curtis, Senator William E, Gluba,
Senator James M. Redmond, Senator Williem P. Winkelman,
Representative Redid . Crawford, Representative WwWilliam W.
Dieleman, Representative Willis E. Junker, Representative Joyce
Lonergan, and Representative James D. Wells.

The Committee elected Senator James Redmond Chairperson
and Representative James Wells Vice Chairperson,

With the passage of House File 1251, Acts of the Sixty-
sixth General Assenmbly, 1976 Session, the Study Coumittee was
obligated to submit any request for actuarisal seervices through a
public bidding procedure, With this constraint upon Conmmittee
progressy the Study Committee held its first meeting on August 27,
1976.

At the firat maeeting the Committee reviewed the scope of
its directive--8JR 1008--which is to undertake a detailed study of
the pension needs of peace and corrections officers and for which
$§6,500 was appropriated for actuarial services. The Coumittee
raviswed curraent Iowa law pgoverning peace officer retirement
systems benefits--Chapters 97A, 97B, 411 Iowa Code. The Committee
received testimony on currant pension trends and the effect of the
Pension Reform Act of 1974 and the effect and future of social
security benefits integrated with state pension benefits,

The Committee heard from individuals representing sheriffs
and deputy sheriffs, state fire marshals, and Department of
Transportation enforcement officers.

The Committee considexed and recommended to the
Legislative Council the rules to be followed to implement the
public bidding for actuarial services. These rules were submitted
to cthe Legislative Council for approval and were approved on
September 8, 1976. At that time the Legislative Council, to whonm
the $6,500 for actuarial services had been appropriated, reserxrved
the right to pass on the selection of bidders for the actuarial
services,

Orn September 8, 1976 a second Study Committee meeting was
held. In addition to hearing from the Department of Transportation
about auto theft investigators and the Department of Social
Services ebout corrections officers, the Committee s$pecified the
services upon which actuariel bids would be received.
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Ir is ipportant to note that the trequired specifici{ey of
services to clearly establish axactly what services would be
required of biddexrs actually required the assistance of experts
that were not available until a contract for services was entered,
Thus the Study Committee was forced to specify exactly what
information they thought vas needed without the careful assistance
and expertise of the pension actuaries. Seversal firms volunteered
their time and talents to provide guidance to the Study Committee.
Of specific mention are: Stepnes and Asgociates, My, Robert Hopson
and Milliwman & Roberston, Inc., Mr. Denis Sullivan.

After evaluation of the hazards that characterize the
duties of peace officers and corrections officers, the Coummittee
voted to study the costs necessary to provida the following groups
with benefits equivalent to those afforded peace officers under
Chapter 411 of the Code oar those afforded conservation peace
officers under Chapter 97B of the Code for:

1. 481 corrections officers at Iowa corrections institutions.

2. 2859 full-time police officers in cities with less than a
population of 8000.

3. 99 eheriffs sad 766 deputy sheriffs.

Prior to publication of the bHid notification, the ,Legis-
larive Service Buresu staff contacted Mr. Johnm Thalackey of the
Department of Social Services and Mr. Gene Kennedy, representing
the Iowa State Sheriffs Associstion, to solicit their assistance in
obtaining the' social securlty numbers of the ipdividuals to be a
part of the astudy. Information upon which actuarial studies can be
made 13 available at the Department of Job Serviece but this
information must be extracted by social security number.

On Qctober 13, 1976 a progress report was made to the
Legislative Council and a subcommittee of the Legislative Council
consisting of Senator Joseph Coleman and Senator James Redmond was
appointed to open bids to be raeceived November 5, 1976, The
Council retained the authority for final approval of the bid
recommended by the sudbcommittee,

- On Qctober 18, 1976, after more than sixty percent of the
social security numbers had been received, the notification for
bids was published ip the Des Moines Regigter.

..., On November 5, 1976 at 1:00 p.m. the appointed sub-
committee met, and opened the single bid received from Stennes and
Associates, Ioc. (A complete copy of which is attached and wmade a
part of this final report.)

On Novewber 10, 1976, the subcommittee reported to the
Legislative Council, recomsmending the approval of the $6,100 bid.
The Legislative Council approved this did,
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All social gsecurity information received by the Legis-
lative Service Bureau was forwarded to Mr, Hopson at Stennes and
Associates, Inc.

A problem arose in &s much &8 Stennes’' bid did net include
the cost of readying the listed social security numbers into a form
that was computer acceptable. Mrx. .Edward Jones in the computer
division of the Departmant of Job Service assisted the Bureau by
assigning an 1individual to prepare a program which would read the
social security number and extract the eatire fila for manipulation
by the actuaries, The actuaries had the social security numbers
veduced to computar cards and the utnion of these two work products
produced the data file to bae manipulated by the " actuaries. This
paczage was ready for delivery ¢to the actuariss on December 6,
1976.

The final report from the actuaries was received by the
Legislative Service Bureau on February 2, 1977, a copy of which is
attached to this final report.

The Study Committee found thar delay in the acquisition of
ianformation from the actuaries results from the following factors:

1. The Study Committee had to establish and approve a bidding
procedure that was subsequently submitted to the Legislative
Council for approval. The Study Committee Chairperson, Senator
Redmond, had requested the Legislative Service Bureau staff, prior
to the first Study Committee maating, to prepare proposed rules to
govern the bidding procedures which were adopted by the Study
Committee at the first meeting on August 27, 1976, and approved by
the Legislative Council on September 8, 1976,

It was suggestad by several Committee members that a
standard actuarial service bidding procedure be adopted by the
Legislative Council tc :alimipate the delay necessitated by Study
Committee and Council approval. A copy of the Committee's rules is
attached as a model,

2. The next problem confronted by the Study Committee was the
need to determine exactly what information to request from the
actuaries without ©benefit of the expertise and guidance of an
actuary, The Study Committee had to speculate about all the
information that would be necessary to evaluate costs and clearly
specify the specific retirement benefits improvements teo be
studiaed. This wmeans that after the bids are let for the contract
for a specific study, the Coumittee did not have the flexibility to
request additional information, when found mnecessary, without
instituting the entire bidding procedure forxr the services. Thus,
the variance from the original bid specification requires new bids
and any attempt to include language such as "and such additional
actuarial services as nacessary", would not allow the bidders
sufficiant sepecificity to submit their bids for an undetermined

amount of service.
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3. Purther delay in the acquisition of actuarial sexvices
aroge whepn the subcommittee gppointed by the Legislative Council
opened the bids and delayed gaction until approval by the
Lagislative Council,

This delay could be eliminated by delegating to the
subcommittee the authority to accept a bid, thus asllowing immediate
action on the bids without waiting for am approval at the next
following Legislative Council meeting.

Thigs final report is to be forwarded to the appropriate

standing committags for consideration during the first saession of
the Sixty~seventh General Assembly.
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INVITATION TO BID

Sealed bids will be xeceived until 12:00 Roon, November 5, 1976 by the
Legislative Service Bureau, State House, Des Moines, Iowa 50319,
Telephone 515/281-3566. Bids will be opened on November 5, 1976 in
Room 22 of the State House, Des Moines, Yowa 50319.

BIDDER INFORMATION

Bidder's Name: Stennes and Associates, Inc.

;\ddress of Main O0ffice: 2850 Metro Drive

Bloomington, Minnesota 55420

Name of president or owner of firm:

James W, Kemhle, President .

Type of organization (Corp., Partnership, Individual):

Corparation ’ -

If incorporated, indicate which state:

Minpesota

Persons authorized to sign bids and contracts in your name:

J. Robert Hopson

.Person to contact on matters concerning bids and contracts:

J. Robert Hopson —ee




We proposc to furnish actuarial services and make such written

repoxts as required for the services speciffied in this quotation for

the sum of: $6.100.00

(=3

 PERFORMANCE SPECIFICATION POR ACTUARIAL SERVICES QUOTATXON

We aérce to perform an actuariasl study to evaluste the cost
necessary to provide the following specified ratirement benafits to
the following three groups of employees:

1. -481 Corrections officcrs at Iowa corrections institutions.

2. 2889 full~time policc officers inm cities with less than a
population of 8,000. Information is available on-approximately
60% of the full-time police officers.

3. 99 sheriffs snd 766 deputy sheriffs. Information is available
on approxinatcly 60X of the sheriffs and deputy shariffs.

The costs;. oth total and ‘excess over current Yowa Public Employec
Retircement Systems benefits as a percentage of salary and’a total cost,
. shall be. deternined for thc following alternatives: R -

1. The costs for each g:oup to be providaed with benefits (other than
disability benefits) iddentical to thoge retireament benefits
‘provided police under the provisions of chaptet &11 Iowa Code
1975 as amended.

Retirement at 55 will be allowed but in no event earlier than five
years aftexr implementation of the 1mproved beneiits ‘oxr at age 65
whichever comes first.

No covered wage limits.

Benefits will be vested and computed on the total years of gervice
as a peace officer under both IPERS and the new system to be estab-
1ished. New system bemefits shal) be offsat by vested IPERS bevne-
fits. IPRERS benefits shall be left in the IPERS fund as a
prercquisite to being counted for new system credit. Benefits
payments shall’ be offset by primary social security benefits an
individual s eligible 'to xeceive after age 65 or disability .
bcnefits an individual is eligibla to receive.

-II. 'The cost to provide benefits imprOVements identical to those
- ~ provided conservation peace officers~-xetire at age 60 after 25
years of: oervice a8 a peace officer.

-2~
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We agree to supply the above information not later than 45 days
after receipt of the basic data necessary to perform the actuarial
study. This agreement is a firm offer and shall not be withdrawn
unless a written. request for withdrawal 1s received by the committee
prior to the date designated for opening bids., If this bid is
accepted, all additioral costs in excess of this bid incurxed by the
Committee to provide services in accordance with this Performance
Specification for Services Quotation, which are not performed by the
bidder submitting this bid, shall be collectible from the approved
bidder submitting this bid together with all legal expenses incurred
in the collection process.

}/-/4%4(4"1/

Autho:}zed Sigfature

Stennes and Associates, Inc.
Firm Nane )

619 Savings and Loan Building

Address
Des Moines Iowa ' 50309
City State 2ip Coda
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DEFINLTIONS.

a. "“Approved bidder" wmeans the bidder selected to
provide the serxrvices specified 4in the Performance
Specification for Services Quotation.

b, "Bidder™ nmeans any firm or individual doing businass .

within _the state of Yowa or out of the gtate who has-

. access to the facilities and the cXpextise. necessary

- to provide the services specified in the Perfornance ’
Specification tor Servxces QuotatiOn. L X

PUBLIC BIDDING rnocznvxz :' =;”;* SR R T IS

a. - Pursuant to ‘the reqnirqments ‘0f. Sectiom 2, ‘Senate ’

© ¥File 1251, Acts of the Sixth-siith‘cenqral.Assembly, ’

1976 Scssion, actuarial sexvices shall Be - incuxred

for the Pecace Offficers' .Retirement Systems Study

Connfttee” suﬁaequent to tha tollowing public‘ bidding -

procadnre. . o . - v . “}: oA
b.  The’ 'comnitteé ' shall"wprepafe -a “?érfordhncefw
Specification foxr: Services - Quotation"™ -form. . An

adVertiscmenc shall be printed in at least one daily °
\ngwspaper in the state of Iowa a8s 2 ‘classified
advexrtisement vith_the heading "Notice to Bidders for
Actuarial Services" which  shall coantain the
following informatxon' ) ' - < .

‘(i) QDue date and time for bid opaning, not less tharn
e ;zfifteen days aftat publication.. C e b ..

PR .-
A

(2) A genexal" sta:enent of ‘the‘-acrqétiai‘.gefvicés
" desired, . oo R S

,_(35' Address,‘-name and ?hbne nnmber.of‘thé pérsoh'_'
"fron vhom official bid forms may be ohtained. )

l' - .

PP

c. 'Bids zeceiVed shall be openea and read aloud ‘&t - the ‘gf

dcsfgnated time and place. . Bids shall-be evaluated
_and tabulated by the committee with the awaxd of the’
. contxrect, ‘rejection of all bids, ox notice of xre~
_opening of the bidding procedure to be made- withia.
.fiftegn days following the opening of the bids-_~~->3 .

o Selection of a bid conforming to thq ?arformaace'

y!8peci££cation for Services Quotation which 1s not the
flowestrbid received shall be accompanied by & wxitten
‘explanation of the Yeasons for the - acceptance of a
higher conforming bjid. 1f the award i not made

 within fifteen days, 311 "bids shall be desmed
rcjected and prices quoted for sexvices shall not be
dgcned bindlng upon bidders._ Selection of the
.approved bidder is deéemed a2 rejection of all quoted
prices for services by other bidders.




3. INSTRUCTIONS TO BIDDERS.

The following prxocedures shall be complied with by all
bidderxs subm;ttzng bids for actuarial sexvices:

a. All bids shall be submitted upon forms provided by
the committes and entitled "Performance Specification'
for Sezviccs Quotation".

2w

 b. Bids ehall be ptepared in ink or typewritten."”

‘ dg='81dders shall speolfy the costs to. be 'allocated

. the . delineated services upon -which bidding ia
0 .solicited "ifan the Performance ' Specification ~fox

‘yﬂ. Sexvices Quotation- and shall specify the costs of R

. such additional services ' necesgary - to, provide the
'-delineated services cnd data. _ U ' .
L d. _All bz.ds~ shall be .Slﬁned by tHé“Tferson haviog.‘
.~ auvthoxity ‘to bind the bidder to . perfornm the
,delineated nervices., . Lo

4. PERFORMANCE SPECIFICATION ron sxxvxcns QUOTATION.'

d. ' The perfornance specificaCion for actuarial studies
shall specify -the kinds of services required, a

. ¢etailed specification of all data to be aggregated,
generated and taBulated, the kinds of reports desixed

.+ ‘and the tiue periods within which the services musgt
».ba; yrovided by the bidder. C L '

,b.;JIhe Quotation forn shall conﬁoin' the'.followiug‘"'
© . gtatement to be signed by a person with: authority
-;3-bind the bidder for contrac:ual servicec.

- . Th1s agreanent %5 a £1rm offer and suall not be wi:hdravn:
unless a writtem Yequest for withdrawal  is received by the
committee prior to the date designated for opening bids., .If this,
bid 1s accepéed,‘ 2ll "additiomal costs in~ ‘excess ~ of this Dbiad
jncurred by . the ‘Committee to provide services in accordance with
this Performence Specification for Services Queotation, which arc
not performed by .the bidder submitting this bid, shall be
vrollactible £xom the 2approved bidder submitting this bid togerher
-with all legel expenses incurrcd in the collection process.. -.——.

M)»éw

Lofaatuxe of person with
thority to bind biddax

. . + -
L]
.




STENNES & ASSOCIATES. INC.

ACTUARIES AND CONSULTANTS

510 SAVINGS ANC LOAN BUILDING
CES MOIMES, IOWA 0309

February 2, 1977 . (515) 2444182

Mr. T. J. Braunschweig

Legal Counsel

Jowa Legislative Service Buread
State House

Des Moines, Iowa 0319

Dear Mr. Braunschweig:

Attached §s a report summarizing the results of the Actuarial
Cost Study for the three groups of lowa employees (Corrections
officers, Police personnel for cities with population less than
8,000 and Sheriffs and Deputy Shariffs).

The study summarizes the estimated costs as prescribed.

We certify that all calculations in respect to .the valuation
were performed on the basis of the assumptions outlined in the
report and that the resuits are true and correct to the best of
our knowledge. . -

" Respectfully submitted

Robert Hopson
Fellow, Society of Actuaries
¥ember, American Academy of Actuaries

JRH:pn
Attachment
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TOWA LEGISLATIVE SERVICE BUREAU
ACTUARIAL COST STUDY
FOR
THREE SPECIFIED GROUPS

OF
IOWA PUBLIC EMPLOYEES

AS OF -

JANUARY 1, 1977

| Prepared and Submitted By

Stennes & Associates, Inc.
Actuaries and Consultants

STENNES & ASSOGIATES. INC




INTRODUCTION

The purpose of this Actuarial Cost Study 3s to provide cost estimates
for improved benefits for three specific groups of lowa Public Employees.
These three groups are Corrections Officers at Iowa Correctional Imstitutions,
full-time Police Officers in cities.uith Tess than 8,000 population and the
Sheriffs and Deputy Sheriffs in the State of Towa. The study is divided into
two parts; the first part is to provide cost estimaies‘to'modify the present
IPERS benefits to benefits similar to the present benefits under Chapter 41].9f.;
the Iowa Code excluding disability benefits. The ‘second part of the cost study
was to provide the increase in cost necessary to modify the normal retirement
age from age. 65 to age'ﬁo and 25 years of service.

Part 1 of the study aiso prescribes “new system benefits shall be ofTset
by vested IPERS benefjts. IPERS ‘benefits shall be left in the IPERS fund as a
preréquisite to being counted for the new system -credit. Benefit payments shall
be b??set by,primafy Soc%a1.SeCUrity benefits an individual {is eligible to receive
after age 65 or disability benefits an individual §s-eligible to receive."

-1- STENNES & ASSOCIATES. INC.
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VALUATION INFORMATION

In the attempt to define the scope of this study, a meeting was held on
September 8, 1976, at which time the general oﬁt]ine of the possible benefits

were discussed along with the method of optaining the valuation information.

The original idea was to provide the Social Security number of the employees
involved for the three groups and to match these Social Security numbers against
the IPERS system to obtain the necessary employee valuation information. It was
originally contemplated that 100% df the empioyees in the three groups would not

be availabIe to include in the cost study. The Social Security numbers were
provided to us by T. J. Braunschweig on November 16, 1976. These numbers, however,
had to be coded by our firm before they could be matched against the IPERS system.
This coding included an analysis of the data in order to be able to split the
valuation information into three separate groups. In doing this, one group of
Social Security numbers provided was not included because it was from a city which
already had a Chapter 411 police and fire system, The femaining numbers were coded,
punched and sorted and presented to Ed Jones for matching against the IPERS system.
This amounted to 1,794 separate Social Security numbers. Of this number, 125
records were‘not selected because they were either not on the IPERS system or

they were not currently active. Thus, the number of selected records was 1,669.

STENNES & ASSCCIATES. INC.
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‘ In processing these records, there was an additional 225 records which
were not included because they were either duplicate Social Security numbers

| or the information in the IPERS system was of such nature that it could not be

read by the computer. Therefore, the final number included in the cost study
was reduced to 1,444, |

Since the employees (1,444) do not repreéent 100% of the groups involved,
the actuarial costs as reported herein specify the costs as a level percent of
compensation. Assuming the final 1,444 included employees are representative
of the total group, salary, service and attained age wise, these level percentage
costs should be used to multiply by the salaries for the included groups to get

the final dollar costs involved.

STENNES & ASSOCIATES. INC.




DESCRIPTION OF BENEFITS
The benefits described in this section are divided into two parts.
PART 1

(Benefits similar to Chapter 411 benefits)

Normal Retirement Date - Age 55 and 22 years of service but not greater

than attained age 70. Should the participant reach age 70 without having 22
years of service, the benefits are pro-rated by the ratio of years of service

divided by 22.
Normal Retirement Benefits - 50% of the participant's final average salary

prior to normal retirement date plus the return of the participant's accumulated
contributions made after January 1, 1977 on his normai, retirement date. These
benefits were offset by the participant's vested IPERS benefits and a portion

of his projected Social Security benefits at his retirement date. This is dis-
cussed further under the Social Security Benefit section. One-half the benefit
continues to the surviving spouse should the retired participant die first.

Ordinary Death Benefit - Equal to one-fourth (1/4) the final average compen-

sation at date of death payable to the surviving spouse plus a child's benefit

equal to $20.00 per month until age 22.
Accidental Death Benefit - Equal to one-half (1/2) the final average compen-

sation at date of death payable to the surviving spouse plus a child's benefit

equal to $20.00 per month until age 22.
Withdrawal Benefit - A ratio not greater than one times the final average

compensation at the date of withdrawal, first available at age 55 should with-
drawal occur prior to age 55, plus the accumulated contributions at that date,
The ratio §s years of service divided by 22 but not greater than one, if the

terminating participant has at least 15 years of service.
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Adjustment of Benefits After Retirement or Death - Benefits are adjusted

each year by one-half {1/2) the difference between the retfrement benefit
currently available upon retirement and tﬁe original retirement benefit, such
adjustment added to the original benefit. The current retirement benefit is
calculated for the 1ike rank or position which was held at the actua) retirement

date.

PART II
The Benefits measured under Part Il are the service retirement benefits

available under IPERS, The extra cost of Part Il of the study benefits was
measured by comparing the normal cost of retirement benefits assuming a normal
retirement age of 65 versus the normal cost of service retirement benefits
assuming a normal retirement age of 60 and at least 25 years of service. Should
one of the'participants attain age 70 without 25 years of service, the benefit
was modified to reduce the normal retirement benefit at age 70 to a fraction of

the IPERS benefit, such fraction being years of service divided by 25.
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SOCIAL SECURITY BENEFITS

The original specifications for the job called for an offset of primary
Social Security benefits an individual {s eligible to receive after a§e 65.
In the private plan sector, it is possible to “integrate" a plan with Social
Security benefits. Should a plan be integrated, the maximum offset available
is 83 1/3% of sald Social Security benefits if the amount of the offset is
computed on the basis of the Social Security Act in effect at the time in which
the offset 1s first appiied. This would be the case involved in this study.
This 83 1/3% reduction is the maximum reduction.a11cwed if the plan is to be a
“qualified plan”. Should the plan provide benefits other than a straight life
énnuity_upon the normal retirement date, or the normal retirement date be less
than age 65, or the plan provide for death benefits prior to the normal retire-
ment date, the 83 1/3% has to be reduced depending on the previously mentioned
benefits as actually provided by the plan. The advantages for a plan to be a
"qualified plan" for IRS purposes is that the contributions made by the employer
are tax deductible while at the same time, these same contributions need not be
included in the employee's income for tax purposes until the date of actual
retirement. While it is obvious that the contributions made by the State to
fund the cost of the employees' benefits under this study need not involve any

tax considerations to the State, there is still a question whether contributions

made under a plan which provided for larger offsets than 2llowed would be includable

in the employee’s income for tax purposes.
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A common offset percentage used in the private sector is 50%. The rationale
behind this 50% offset is that the cost of the Social Security benefits provided
for each member is split 50-~50 between the employee and the employer. Since the
empioyer is picking up the tab for half the Social Security benefit costs, it is
logical to provide for a reduction of half the Social Security benefits provided
with the other half belonging to the employee‘and not s0 included in the reductior

The costs of the benefits under Part I of the study and shown in the follow-
ing sections, have been calculated using the following percéntage offsets of
projected Social Security Benefits - - 0%, 50% and 60%. 0% was chosen in order
to get a feel for the basic costs of the benefits which would be similar to the
cost as provided under Chapter 411, 50% was used because of the rationale as
previously discussed. 60% was chosen as a compromise position between the 50%

rationale and the 83 1/3% maximum.

FUNDING METHOD
The funding method used to provide the cost estimates in this study is the
Aggregate Funding Method. This was chosen in order to be consistent with the
funding methods as reqﬁired under Chapter 411 and Chapter 87A of the lowa Code
and what is used under the Chapter 978 IPERS system. This is also generaliy

recognized as the strongest or most conservative valuation method.

VALUATION COST RESULTS

The valuation information used was obtained as previously stated, from the

IPERS system. This information was based on employee data as of 1-1-76. Because
this survey was to be used by the Legislature which convened in 1977, I felt it
advisa61e to up-date the information obtained from the IPERS system to January 1,
1977. This was done by projecting the salary levels obtained as of 1-1-76 to

1-1-77 by 7%. All other necessary valuation data in the study is also based on
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the dJanuary 1, 1977 valuation date.

As previously discussed, 100% of the eligible gmployees to be included
in this study were not available efther because they were not fnitially sub-
mitted, they were not avaflable on the IPERS system, they were not in an active’
status, or for other data exceptjon reasons. Therefore, the costs results, as
shown below, must be viewed as representative of the entire group. To get the
total dollar cost for the group, it is still necessary to obtafn the salaries
for the particular group in question as of January 1, 1977. To these salaries,
the normal cost percentages can be multiplied to obtain the dollar cost for the
calendar year 1977,

As previously stated, the valuation information obtained from IPERS could
not break down the 1,444 participants by the three respective groups desired
and consequently, care was taken in coding the information received as to the
appropriate source, be they corrections officers, police personnel in cities
with less than 8,000 population or Sheriffs. The normal cost-pércentages were
then calculated for the entire gruop and then for each of the three groups sep-
erately to see if any one particular group had characteristics which would change
the normal cost percentages sfgnificantIy when viewed separately than when the

entire group was considered as a whole.
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PART I RESULTS
NORMAL COST PERCENTAGES

50% 50% Fin. Avg, 50% Fin. Avg
Final Average Less 50% S.S, Less 60% S.S.
Less. Vested Less Vested Less Vested
IPERS Benefit IPERS Benefit IPERS Benefit
Total Group 24.8% 12.9% - 10.6%
Group 1 23.8 11.9 10.0
(Corrections Officers) -
Group 2 20.4 11.0 9.2
Police Officers
Cities tess than 8,000
Group 3 30.3 16.3 12.7

Sheriffs and Deputies

The results show for Group 1; the normal cost percentages do not differ
significantly from the total group normal cost results.

Group 2 costs are somewhat less while Group 3 costs are significantly larger
than the total group costs. The largest single reason for the large costs:
associated with Group 3 when considered separately is the advanced attained
age of the group as compared to .the attained ages of the other two groups.

The costs shown in the above table represent the percentages which would replace
the current percentages which employers contribute to the IPERS system. Also,
it must be remembered that the 50% of the final five-year average salary is
calculated on the total salary earned without the present $20,000 ceiling as
presently contained in the IPERS formula.
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PART II RESULTS

NORMAL COST PERCENTAGE INCREASES

Total Group 5.14%
Group 1

{Corrections Officers) 5.23
Group 2 4,15

Police Officers
Cities less than 8,000

Group 3  5.88

Sheriffs and Deputies

The above costs are shown for the total group and by individual group.

The higher costs associated with Group 3 reflect the higher attained age-

of this group.

The costs percentages are the additional costs as a percent of payroll

needed to modify the normal retirement age from age 65 to age 60 with

25 years of service. These are percentages that are needed in addition

ta the contributions presently being made. The percentages assume the

present IPERS benefit formula will remain unchanged.
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VALUATION ASSUMPTIONS

Mortality: Prior to Retirement

After Retirement

Accidenta) Death Rate:

Withdrawal rates by attained age:

Valuation Interest Rate:

Salary Scale
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6% per annum

7% First Year
5 1/2% Second Year
4% Thereafter

STENNES & ASSOCIATES. INC.




AGGREGATE COST FUNDING METHOD

The aggregate funding method fs one 6f the family of projected
benefit cost methods. An estimate of the projected monthly benefit
payable at retirement {s initially required to determine costs and
Tiabjlities under this method.

The present value of future benefits 1s equal to the valﬁe of the
projected benefit payable at normal retirement discounted back to the member's
current age. Discounts include such ftems as interest, mortality, etc.

The present value of future benefits also includes a lidbility for payment
of benefits prior to normal retirement for early retirement, vesting or
death,

The present value of future normal costs contribution- is equal to
the difference between the present value of future benefits and the asseis.
As such, a past service liability is not determined but gll past and future
costs are funded over the future.

The normal cost is determined by expressing the present value of future
normat costs as a percentage of salary (dividing by the present va!ug of

future salary).
Actuarial gains and losses are automatically included in the normal

cost and amortized over the future.
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