
FINAL REPORT 

PEACE OFFICERS RETIREMENT SYS~EMS STUDY COMMITTEE 

Pursuant to Senate Joine Resolution 1008 which wa. en­
acted by the S~xty-sixth ·General Assembly in 1976 tha Study 
Commiteee was appointed with the following members: Senator C. 
Joseph Colem~n, Senato~ Warren Curtis, Senator William E. Gluha, 
Senator James M. Redmond, Senator William ~. Winkelman, 
Representative Reid W. Crawford, Representative William W. 
Dieleman, Representative Willis E. Junker, Representative Joyce 
Lonergan, and Represeneative James D. Wella. 

The Committee elected Senator Jamea Redmond Chairperson 
and Representative Jama. Wells Vice Chairperson. 

With the passage of KouBe Fila 1251, Acts of the Sixty­
sixth Genaral Assembly, 1976 SeBsion, the Study Committee was 
obli,ated to submit any request for actuarial services through a 
public bidding procedure. With thil conltraint upon Committee 
progreBSt the Study Committee held itB firlt meeting on August 27, 
1976. 

At the first meeting the Committee reviewed the scope of 
its direccive--SJR 1008--which is to undertake a detailed study of 
the pension needs of peace and ~orrection6 officers and for which 
$6,500 was appropriated for aetuarial services. The Committee 
reviewed current Iowa law governing peace officer retirement 
systems benefits--Chapters 97A, 97B, 411 Iowa Code. The Committee 
received testimony on current pen.ion trends and the effect of the 
Pension &eform Act of 1974 and thaeffect and future of social 
securitr banaf1tl integrated with state pension benefits. 

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

The Committee considered and recom~ended to th~ 
Legislative Council the rules to be followed to implement tll~ 
public bidding for actuarial services. These rules were submitted 
to the Legislative Council for approval and were approved on 
September 8, 1976. At that time the Lesillative Council, to whom 
the $6,500 for actuarial services had been appropriated, reserved 
the right to pass on the selection of bidders for the actuarial 
services. 

On September 8, 1976 a aecond Study Committee meeting wss 
held. In addition to hearins from the Department of Transportation 
about auto theft investicators and the Department of Social 
SerVices about corrections offlcers, the Committee specified the 
service. upon which actuarial bid$ would be received. 
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It is i~portant to note that the required specif1city of 
service. to clearly establish exactly what service. would be 
requirad of bidder. actually required the assistance of experts 
that were not available until a contract for servicea waa entered. 
Thus the Study Committee was forced to apecify exactly what 
information they thou$ht vas needed without the careful assistance 
and experti.e of the penaion actuaries. Several fir.a volunteered 
their time and talenta to provide guidance to the Study Committee. 
Of specific mention ara: SteDnee and A.aoclates, Hr. Robert HopSon 
and Milliman & ROber.ton, Inc., Hr. Deni. Sullivan. 

After evaluation of the hazard. that characterize the 
duties of peace off1cers and corrections officera, the Committee 
voted to study ~he coats neceasary to provide the following groups 
with benefits equivalen~ to thoBs afforded peace officera under 
Chapter 411 of the Code or those afforded conservation peace 
officers ~Dder Cha~ter 971 of the Code forI 

1. 481 corrections officers at Iowa corrections institutions. 

2. 2889 full-time police officers in cities witb less than a 
population of 8000. 

3. 99 aher!ffa and 766 deputy sheriffs. 

Prior to publication of tha bid notification,' the ~l.egi8-
lative Service Bureau staff contacted Mr. John Thalacker of the 
Departmant of Social Services and Mr. Gene Kennedy, representing 
the Iowa State Sheriffs Association, to solicit their assiatance in 
obtaining the' social aecurity numbers of the individuala to be a 
part of the study. Information upon which actuarial studies can be 
made is available at the Department of Job Service but this 
information must be extracted by aoeial security number. 

On October 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 co be received November 5, 1976. The 
Council retained the autho~ity for final approva·l of the bid 
recommended by the subcommittee. 

On 9~tober 18, 1976, after more than sixty percent of the 
B'ocial security nUlBbera had been received, the notification for 
bids was published in the Des Moinea Regiater • 

... On 1I0;'elllb.erS. 1976 at 1:00 p,lII. the appointed Gub­
com~ittee lIlet',:' and openeci the aingle bid received from Stennes and 
A$$oclate~,I~c::._(A complete copy of which Is attached and made a 
pari of this fi~.l rep~rt.} 

On November 10, 1976, tbe subcommittee reported to the 
Legislative Coullcil, raco.mending the appro"al of the $6,100 hid. 
The Legislative Council approved chis bid. 
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All social 
lative S8~vice Bureau 
Associatet, Inc. 

aeeurity information received by the Leli.­
was forwa~ded to Mr. Bop.on at Stennes a~d 

A problem arose in as much a. Stennes' bid did not include 
the cost of readying the listed social seeurity numbers into a form 
that was computer acceptable. Mr. ,Edward Jones in the computer 
divialon of the Department of Job SerVice aasisted the Bureau by 
assigning an indiVidual to prepare a program which would read the 
social sacuriey number and extract the entire file for manipulation 
by the actuaries. Tbe aetuarie. had the .ocial aecurity numbers 
reduced to computar earda and the union of these two work products 
produced the data file to be manlpulated by the 'actuaries. This 
package was ready for delivery to the actusrie. on December 6, 
1976. 

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

The Study Committ~e found that delay in the acquisition of 
information from the actuaries results from the following factors: 

1. The Study COlll1llittee had to establish and approve a bidding 
procedure that was sub.equently 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 me.tiDg, to prepare proposed rules to 
govern the bidding procedures which were adopted by the Study 
Committee at the firat lIIeeting on August 27, 1976, and approved by 
the Legislative Council on September 8, 1976. 

It was suggested by several Committee members that a 
standard actuarial service bidding procedure be adopted by the 
Legislati~e Council to ;aliminate the delay necessitated by Study 
Committee and Council approval. A copy of the Committee's rules is 
attached as a model. 

2. The next p~oblem confronted by the Study Committee vas the 
need to determine exaetly 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 
info~mation that would be necessary to .valuate co.ts andClearly 
specify the specific retirement benefits improvements to be 
.tudied. This means that after the bids are let for the eon tract 
for a .pecific study, the Committee did not have the flexibility to 
request additional information, when found necessary, without 
instituting the entire bidding procedure for the services. Thus, 
the variance from the original bid specification requires new bids 
and any attempt to include languace .uch as "and such additional 
actuarial services a. nec8s.ary", would not allow the bidder& 
.utfic1ent apacificity to submit their bids for an undetermined 
amount of service. 
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3. Pureher delay in the acquisition of 
~rose when the subcommittee eppointed by the 
opened the bids and delayed act ton untll 
Legislative Council. 

actuarial serviees 
LegislatiVa Couneil 
approval by the 

Thie delay could be eli~in&ted 
subcommittee tb. authority to accept & bid. 
action on the bids witbout waiting for an 
following Legls1ative Council meetina. 

by delegatius to the 
thus allowins im~ed1ate 
approval at the next 

This final report i8 to b. forwardsd to the appropriate 
standing committe •• for consideraeion during the first ses8ion of 
the Sixty-.eventh General Ass.mbly. 
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SCDled bids will be received until 12:00 Noon, Nove~b.r 5, 1976 by [he 
Leeis lat ive Service Bureau, State Ilouse, Des Moi_nes, lowa 50319. 
Telephone 515/281-3566. Bids will be opened on November 5, 1976 '" 
Room 22 of tho State Bouse, Des Moines, Iowa 50319. 

BIDDER INFOlMATION 

Biddar's Name: ____________ ~S~t~en~n~e~s~a~nd~A~s~s~o~ci~a~te~s~!_I~n~c~. ______ ~ ______________ __ 

Address of ,Main Off1ee: ____ ~28~5~O~M~et~r~o~~~r~iv~e~ ____________ ~--________________ _ 

Bloomington, Minnesota 55420 

Name of president or owner of firm: 

James W. Kemble. presjdent 

Type of or&an~~ation (Corp., Partnership, Individual): 

Corporatjon 

If incorporated. indicate which state: 

Minnesota 

Persous authorized to sign bids and contracts in your name: 

J. Robert lIopson 

_Person to contact on matters concerning bids and contractS: 

___ • ___ -..,. _____ ..;;J.:.. • ..:R""Oc:.b.:;.;c~t H0.2s~o!!.!n'__ ____________ . __ - __ . 
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BID 

We propose ~O furnish actuarial services and ~ake such written 

reports as req~ired for ~he services specified in this quotation for 

the su~ of: __ ~$~6~.~]~QwQ~QP~ ______ __ 

P£RFOBJ1ANCE SPECIFICATION POR ACTUARIAL SEltVICES QUOTATION 

~e agrce to perform an actuarial study to evaluate the cost 
nceesa*ry to provide the fo~lowing spocified ratire~ent b~nafit. to 
the following three groups of employees: ' , 

1. ,,481 Corree,tiol's officers 'at 10".' corrections institutions. 

2. 2889 fuli-'tl"e-pdlic~ officers In citia. "ith less'thaD a 
population of 8,000. lnfor=ation is available on'approximately 
60% of the full-time police officers. 

3. 99 sheriffs,and 7,66 dep,nCy ahed,ffs. InforJftation is available 
on approxblately 60% of the sheriffs and deputy sheriffs. 

-','. ". . . ···l?:· :~.~:~:. ~\ .,; . " :".-. _ . '.. . 
The,' costa;, "D,otbtotaland 'excelJS over c'UrreJ1t IOWA, Public Employc( 

Retirement Syst'eliis-bene£itsas 8 percentage. of salary and'l1 total cost, 
s1\a11 be .. 4e1:81'llline4 for the following alternatives: ,. 

,. , '-. . "''-''''0 -

1. The costs for each grO,\lp to be provided with benCi:fits (other than 
disability benefits) 'i'dentical to those, retirelllene beJ10fitB 
'provided' police' \lnder' the provisions of' ch'apter 41f. iowa Code 
1975 as 8l11ended. 

Retirement at 55 will be allowed but in no event earlier than five 
years after implementation of tbe improved benefits or at age 6S 
whicbever comes first. 

No covered wage li.its. 

Benefits will be vested and computed On tbe total years 'of aerv!ce 
as a peace officer under both IPERS an4 the new SYRt!m to be est~b­
lished. New systell\ benefits shall be off sot by vested IPEKS bene­
fits. IPRRS benefits shall be left in the IPERS fUJ1d as a 
prercqu1siteto l>",ingcounted for new system credit. Benefits 
paYlllents shallbe'offset by prillarY aocial s,~curity benefits an 
individual is eligible' to r,eceive after aS8 65 or ditiabilit-y 
b,~nefits an individual i6 eligible to receive • 

.... , " 

II. T~e ~ost to p~ovide benefits i~provementa' identical to those 
pro,ide~conservation peace, officers--retire at 8se 60 after 25 
years ot service as a peace officer. 

-2-



We agree to supply the above information not later thaft 45 dayn 
after receipt of the basic data necessary to perfor~ the actuarial 
study. This agree~ent is a firm offer and shall not be withdrawn 
unless a written. request for withdrawal is received by the committee 
prior to the date designated for opening bid~. If this bid is 
accepted, all additional costs in excess of this bid incurred hy the 
Committee to provide services in accordance with this Perfor~ance 
Specification for Services Quotation. which are not performed by the 
bidder submitting ~his bid, shall be collectible frOm the approved 
bidder submitting this bid together with all legal expenses incurred 
in the collection process • 

. J 17~ . 
,/ .f'{. ' .~t/ 

Stennes and Associates. Inc. 
Firm Name 

619 Savings and Loan Building 
Address 

Des Moines Iowa 50309 
City State Zip Code 

.' 
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1. DEFINITIONS. 

2. 

: 

a. "Approved bidder" lIIe411\5 the bidde!:" selected co 
provide the services specified in the Performance 
Spee~fication for Services Quotation. 

b. ":8idder" means any firm or individual dOing business. 
within .the state of Iowa or out of the ·ctate who hAs· 
access' to thefacilit:tes and tn. cxpertise neceSSKry 
to provide the services specified in the Performance . 
Specification for Serv~ces Quotation. . ~~!~" . . ·i:~· .. 

l'VllLIC lnD])r~.G l'~O·C~~UU. ',:':".',: .• :,'" ' ... : ::~ ::'~:;~.'.\:~. '''<' .. '': .:: : __ : 
a •. Pursuant to ·the .requ1re.ments " of,.Section 2, '·Senate 

File 1251, Acts of the Sixth-sixth 'Ceneral,Assembly, 
1976 Session, actua1:ia1.. sC1:vices anall:' ~ e . illcul:%.ed 
for the Peace Off:tcers I, .Retirement Syst:e:ms Stully 
Collim:tt tee' s,uTls equen t to the~ following pulllic . bidd1ng 

.; 

procedure~ :,' .. . " ' .. '. ,::. " ,., 
'. . .; .. . . . ' 

b. The' . committee shall" "prepare'" a ' "perfol.",uance' ' .. 

c. 

Specif:ication for' Services' Quotation" . fOl."lIl. ',An' 
advert18clllent shall oe print~d in at least one ,daily 

,Jl!~"spaper:i.1) the state of Iowa as a 'clalu!£ied 
advertiselllent wi.th the. heading "llotlce to Bidders for 
Ac.tual:1.al Sen1e'es". wb.ich aba].l contaill the 
following inf<;>rlllation: ' < ' .. ' 

.. ' , .'. : .. . 
(1) ,Due, date and t.illle for bid open~ng" 
, .', '. fifteen 'days aftar pu~l:lcation.· . .'. . .' ., 

1)ot les8 than 
.. ,. 

. . : 
of 

, , ..... : .~' ~ .... 
'actu~rial',~ervie~s (2) A general' s ta'teJ:l8nt 

, , "desil."ed.' ", " 
the 

.... : . . : '. ...' . .' .. .' . . .. ....: .. '.' 
'. . . . .' . . .." . . 

,(3) Address," name and phon,e 'n,umber of 'the pel:son . 
. ' ,.' frol!1 whom offiCi.al bid forms may be ob,tained.' ,:',". . .J.. ..... ..' .... . . . . :,' '.' . " . .... _. .' . . • ,- .. . .., -' . . . . .. 
':8.ids received ahall be oJ>ened anCl read 'aloud 'at:' 'the ,'. ,:' 
<lcsignated time and place. , Bids shall· be evaluat:ed 

,and tabulated by the committee vith the lIward of the' 
contract, "rejectioll of all bids, or notice. of -re­
o'penins of the' bidding procedure, to be made . within· " 

'.fifteen dllys follolfln& the opening of the bids. - ";,..., ' 
.;. ,- . .." -'. . : ~ " ~ '.' . 

" 

;Selection of, a bid conform:Lng to th~ .Perforllla.nce 
·S:p:ecifs.cat:ion for Serv1.c:c5 Quotation which 18 not· .the 
',lovest,;rbi:d re,ce:Lvec1 shall be aecol:lpa'Aicdby a wri t ten 
'';xpi'a\{:lt:tonof' tIl. reasons for the' accepltance of a 
higher.' confol'llling bid. If the award is not JIIade 
within £:f.fteen d·~ys. all. Uda shall be deemed 
r,ej'ccted and pd,ccsquotec1; for service$ shall not be 
dccincd b1,nding ,upon bidders. Selection of the 
,a~~io~ed bidder i~ die~~~ II rej~ction of all quoted 
prices for services by other bidders. 

.' 
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3. t~STRUCTIONS TO BIDDERS. 

The following p~ocedur~s shall be complied with by all 
bidders 8ubmitting ~1ds for actuarial services: 

a. All bids shall be submitted upon forms provided by 
the 'eomlilittee and entitled "l'erfo.rmance Specification' 
for. Sexv1ce8 Quotat.toD". . 

.' .,.:,.' .' 
'. ',' . 

b. B1d8' shall lie prepare.d ,i.n ink .or. I:ypewrltten ... ," 

c·~: · ... ·~~dde~8::·~b~ll·&peeif~· ~h·~·· ~·os ts 't~ be' :~llocate~ . "lo 
. the . delineated serVices upon which bi.dding ie 

.$o1.1<:ited"· 1n the Pe-x-foraallce . Specification'/:or 
'-'. Services: Quotat:iou' and shall' speCify the cc>sts of 

such' .addi tional 8~rv1<:e$ .' necessary co. provide cbs 

d. 

. delineated .services anc! dat~. .' . 
: ': . . .... :. . . . '. 

. All bids "hall be " sIgned by 

. authority to. l>ind 'the bidder 
. delineated seX"r:ices. . ' ... 

'.", .. 
the' person havinu . 

t(1 .' .perform tho . . . 
' . 

4. PERForJfANCE SPECIFICATION FOa SERVICES QUOTATION • . . '. 
B. '. The pe1:forlllaa.ce 8'Pacification for actuarial Gtudies 

shall specify ·the kinds of serVices requi~ed. a 
detailed specifieation of all data to be aggref,at~d, 
gener&~ed and taDulated. the kinds.of reports desired 

' ... and the ti\Ae periods within which the s ervi cas JllUS t 

:-.. bs· provided by ,the Didder • . ' '. . .. '. 
b.·'rh~·:' qU~~'a~1on 'f~~J:l '~hall :.~~nt~in· the"following 

,' .. "·atatement to bes1gned by a person with· authority. to 
. : .. ·bSond the bidder for contractual serviee.. ' .. 

. ". '. . . . ..:" . " " ',.. ',' ... '.. . . . 
~. Thj~ 'Ilgreement :L~ a fit'llloffer and s!lall not .be 'w1tl1l1r~lIm '. 

unless . a' 'yriteen request for' vithdrawlll': is received by thr.· 
e01ll1llittee" pr10'r to the date designated for. 01)cni~g bids. ,If tM.!:. 
bid is accepted. :' all . additional costs in. 'excost! of this },id 
incurxed by. the :Committee to pxovide services in accordance with 
th~s Perform~nce Specification for Services QuotaCion, which arc 
not perfox~e4 'by ~he ~iddcr ~ubaittlng this bid, shall be 
collectible £11:0111 the 'approvel! bidder subl1litting this bid together 
with all le&al e~penses: incurred in the collection process._ 

ifrJ?~~> ' 

" 

of person with 
to bind bidder 

, ' 
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STENNES 8c ASSOCIATES. INC. 
ACTUARIES AND CONSUI.TANTS 

February 2. 1971 

Mr. T.J. Braunschweig 
Legal Counsel 
Iowa Legislative Service Burea~ 
State House 
Oes Moines. Iowa 50319 

Dear Mr. Braunschweig: 

61. SAVINO. AHO LOAH aUILotNO 
cD MOINes. IOWA .osee 

~lS' 244-4' •• 

Attache<1is a report SIIlIIIariz·1ng the results of the Actuarial 
Cost Study for the three gr()upsc;f'Iotia-emplo-yee.s (Corrections 
officers. Po,l ice pe.rsonnel for cities wjth population less than 
8.()()Oand Sher1ffsand'Deputy Sher·if-iis). " 

The stu~ summarizes the estimat~d costs as prescribed. 

We certify that all calcula-tions inrespee:t to the valuation 
were performed on the basis of the assumptions ou~linedin the 
report and that· the results ar.e true and correc.t' to, the best" of 
our knowledge-

JRH:pn 

Attachgent 

, . 

DtS MOINES 
l()$ ANGELES FORT WOI'-lli 

• 
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INTRODUCTION 

The purpose of this Actuarial Cost Study is to ,provide cost estimates 

for improved benefits for three ~pecifi~ groups of Iowa Public Employees. 

These three groups are Corrections Officers at Iowa Correctional Institutions. 

full-time Police Officers in cities with less than 8.000 population and the 

Sheriffs and Deputy Sheriffs in the State of '-Iowa •. The study is divided into 

two parts; the first part is ~ provide cost estimates to modify the present 

IPERS benefits to benefits similar to the present benefits under Chapter ~ll of 
. . -.'~."... . . - , - _.' _. 

the Iowa Code excluding disability benefits. The 'second part of the cost study 

was to provide the increase in cost necessary to modtfy the n9rmal 'retirement 

age frolllage 65 to age '60 llnd 25 years of -service. 

Par.t I Of the study alsoprescfibes "new systel!l benefits shal,l be offset 

by v~sted IPERS benefits. IP!RS 'benefits shall be left in the IPERS fund as a 

prereqUisite to being counted for the new system 'credit: Benefit payments shall 

be offset by, primary Social ,Security benefits an individual is eligible to receive 

after age 65 or disability benefits an individual is ,eligible to receive.-

" 

'.t· _,' 

" -~ .. :- :-:-:. 

" 
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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 outline of the possible benefits 

were discussed along with the method of obtaining 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 100l of the employees in the three groups would not 

be available 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 t,lley could be matched against the IPERS system. 

This coding included an analysis of the data in order to b~ 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 remaining 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. 

-2-
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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 represent 1~ 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. 

-3-
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DESCRIPTION OF BENEFITS 

The benefits described in this section are divided into two parts. 

PART I 

(Benefits similar to ChaPter 411 benefits) 

Normal Retirement Date - Age 55 and 22 y~ars 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 normal, 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 is years of service divided by 22 but not greater than one. if the 

terminating participant has at ieast 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 retirement benefit 

currently available upon retirement and the original retirement benefit, such 

adjustment added to the original benefit. The current retirement benefit is 

calculated for the like rank or position which was held at the. actual retirement 

date. 

PART II 

The Benefits measured under Part II are the service retirement benefits 

available under IPERS. The extra cost of Part II 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 BENEFtTS 

The original specifications for the job called for an offset of primary 

Social Security benefits an individual is eligible to receive after age 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 said Social Security benefits if the amount of the offset is 

computed on the basis of the Social Security Act in effect ~t the time in which 

the offset is first applied. This would be the case involved in this study. 

This 83 l/~ reduction is the maximum reduction allowed if the plan is to be a 

"qualified plan". Should the plan provide benefits other than a straight life 

annuity 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 allowed 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 spl it 50~50 between the employee and tr,e employer. Since the 

employer is picking up the tab for half the Social Security benefit costs, it is 

logical to provide for a reduction of half the Social Sec~rity benefits provided 

with the other half belonging to the employee and not so included in the reduction 

The costs of the benefits under Part I of the study ~nd shown in the follow­

ing sections. have been calculated USing the following percentage offsets of 

projected S?cial 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 posHion between the 50% 

rationale and the 83 1/3% maximum. 

FUNDlf'iG ME11l00 

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 required under Chapter 411 and Chapter 97A of the Iowa Code 

and what is used under the Chapter 97B IPERS system. This is also generally 

recognized as the strongest or most conservative valuation method. 

VALUATION COST RESULTS 

The valuation infonnation 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 whtch convened in 1977, r felt it 

advisable 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 01'1 
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the January 1. 1977 valuation date. 

As previously discussed, 100% of the eligible employees to be included 

in this study were not available either because they were not initially sub­

mitted, they were not available on the IPERS system, they were not in an active' 

status. or for other data exception 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 1s still necessary to obtain the salaries 

for the particular group in question as of January 1. 1977. To these salaries, 

the nonnal 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 ~oding 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 percentages 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 characte~istics which would change 

the normal cost percentages significantly when viewed separately than when the 

entire group was considered as a whole. 
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PART I RESULTS 

NORMAL COST PERCENTAGES 

S~ 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% lO.6:t 

Group 1 23.8 11.9 10.0 
(Corrections Officers) -

Group 2 20.4 11.0 9.2 
Po 1 ice Offi cers 
Cities "ess 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 lar9~r 
than the total group costs. The largest single reason for the large costs, 
associated with Group 3 when considered separately is the advanced attaineq 
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 
pr~sently contained in the IPERS formula. 
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Total Group 

Group , 
(Corrections Officers) 

Group 2 
Pol;ce Officers 
Cities less than 8,000 

Group 3 
Sheriffs and Deputies 

PART II RESULTS 

NORMAL COST PERCENTAGE INCREASES 

5.14% 

5.23 

4.15 

5.88 

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 liS 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 

to the contributions presently being made. The percentages assume the 

present IPERS benefit formula wi 11 remain unchanged. 
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VALUATION ASSUMPTIONS 

Morta 1 i ty: Prior to Retirement 

After Retirement 

Accidental Death Rate: 

Withdrawal rates by attained age: 

Valuation Tnterest Rate: 

Salary Scale 
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'51 GAM Table projected to 
60 Male and Female 

'71 GAM Table 

6.5 deaths per 10,DOO prior 
to termination 

20 
25 
30 
35 
40 
45 
50 
55 

17 .5% 
10.0 

5.0 
2.5 
2.5 
2.5 
2.0 
o 

6% per annum 

7'1. First Year 
5 1/2% Second Year 
4'1. Thereafter 
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AGGREGATE COST FUNDlNG METHOD 

The aggregate funding method is one of the family of projected 

benefit cost methods. An estimate of the projected monthly benefit 

payable at retirement is initially required to determine costs and 

liabilities under this method. 

The present value of future benefits is equal to the value of the 

projected benefit payable at normal retirement discounted back to the member's 

curren~ age. Discounts include such items as interest. mortality. etc. 

The present value of future benefits also includes a liability 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 assets. 

As such, a past service liability 1s not determined but all past and future 

costs are funded over the future. 

The normal cost is determined by expressing the present value of future 

normal costs as a percentage of salary (dividing by the present value of 

future salary). 

Actuarial gains und losses are automatically included in the normal 

cost and amortized over the future. 
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