
..... ,. ______________________________________________________________________________ _, 

• 

11-~ '09 (m .. J 

SENATE FILE ~// 
.fiUilJ MAR 2 l ll;i/J. By COMMITTEE ON STATE GOVERNMENT 

Passed Senate, Date ______________ __ Passed House, Date. ______________ _ 

Vote: Ayes ________ __ Nays ________ __ Vote: Ayes ________ _ Nays ________ _ 

1 

2 

3 

4 

5 

6 

7 

8 

Approved ________________________________ __ 

A BILL FOR 
An Act relating to the Iowa public employees' retirement 

system by increasing per diem for advisory investment 

board members, changing the maximum age for contribu

tions, increasing the covered wages, reducing the number 

of years required to become a vested member, providing 

for prior service credit, prohibiting retirement credit 

after age sixty-five, permitting retroactive payments, 

allowing full-time employment with benefits after age 

9 sixty-five, increasing the membership benefit formula, 

10 providing a minimum monthly benefit, changing the method 

11 of computing the rate of interest credit for members, 

12 and increasing the percent of common stocks held in the 

13 retirement fund, 

14 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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1 Section 1. Section ninety-seven B point eight (97B.8), 

2 Code 1973, is amended to read as follows: 

3 97B.8 ADVISORY INVESTMENT BOARD. A board shall be es-

4 tablished to be known as the "Advisory Investment Board of 

5 the Iowa Public Employees' Retirement System", hereinafter 

6 called the "board", whose duties shall be to advise and con-

7 fer with the commission in matters relating to the investment 

8 of the trust funds of the Iowa public employees' retirement 

9 system. The powers of the board shall be purely advisory 

10 and the commission shall not be bound in the making of any 

11 investment by the recommendations of the board. The board 

12 shall consist of ~±ve seven members. ~fifee Five of the members 

13 shall be appointed by the governor, one of whom shall be an 

14 executive of a domestl.c life insurance company, one an 

15 executive of a state or national bank operating within the 

16 state of Iowa, and the th1rd shall be an executive of a major 

17 industrial corporation located >·Jithin the state of Iowa, and 

18 two shall be active members of the system, one of whom shall 

19 be an employee of a school district, county school system, 

20 JOint county system, or merged area and one of whom shall 

21 not be an employee of a school district, county school system, 

22 joint county system, or merged area. The president of the 

23 senate shall appoint one member from the membership of the 

24 senate and the speaker of the house of representatives shall 

25 appoint one member from the membership of the house. The 

26 two members appointed by the president of the senate and the 

27 speaker of the house of representatives and the two active 

28 members of the system appointed by the governor shall be ex 

29 officio members of the board. Meme~s-a~pe~~~ea-ey-~e 

30 9evefft~ The members who are executives of a domestic life 

31 insurance company, a state or national b~~. and a major l.n-

32 dustrial corporation shall be paid their actual expenses 

33 incurred in performance of their duties and shall receive 

34 in addition thereto the sum of oewefl"'y--£"~Ye forty dollars for 

35 each day of service not exceeding forty days per year. Ex 
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1 officio members shall receive their actual expenses incurred 

2 in the performance of their duties. The members who are 

3 active members of the system shall be paid their actual 

4 expenses incurred in the performance of their duties as members 

5 of the board and performance of their duties as members of 

6 the board shall not affect their salaries, vacation, or leaves 

7 of absence for sickness or injury. The appointive terms of 

8 the members appointed by the governor shall be for a period 

9 of six years dating from July 4- first of the year in which 

10 they are appointed, but the governor shall designate, in the 

11 case of the original appointees, one who shall serve for a 

12 period of two years, a second who shall serve for a period 

13 of four years, and a third who shall serve for a period of 

14 six years. For the initial appointments one active member 

15 of the system shall serve for a term of two years and the 

16 other active member of the system shall serve for a term of 

17 four years. In the event of vacancy, through resignation 

18 or any other cause, in the membership of the board, the gov-

19 ernor shall have the power of appointment. Appointees to 

20 this board shall be subject to confirmation by a two-thirds 

21 vote of the senate, but in the event of interim appointments, 

22 such confirmation shall be necessary at the next session of 

23 the senate. 

24 Sec. 2. Section ninety-seven B point eleven (97B.11), 

25 Code 1973, is amended to read as follows: 

2 6 9 7B. 11 CONTRIBUTIONS BY EMPLOYER AND E11PLOYEE. Each em-

27 ployer shall deduct from the wages of each member of the 

28 system a contribution in the amount of three and one-half 

29 percent of the covered wages paid by the employer until the 

30 first of the month after the member's 5e~e~~~e~fi sixty-fifth 

31 birthday or his termination or retirement from employment, 

32 whichever is earlier. The contributions of the member shall 

3 3 be matched by the employer. 

34 Sec. 3. Section ninety-seven B point forty-one (97B.41), 

~ 35 subsection one (1), paragraph b, subparagraph three (3), Code 
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1973, is amended to read as follows: l 

2 (3) For each calendar year from January 1, 1968, through 

3 December 31 , 19 70, wages not in excess of seven thousand 

4 dollars, efte for each calendar year from January 1, 1971 

5 through December 31, 1972, efte-~ke~ee£~e~, wages not in excess 

6 of seven thousand eight hundred dollars, and for each calendar 

7 yE)ar from January 1, 19 73, and thereafter, wages not in excess 

8 of ten thousand eight hundred dollars. 

9 Sec. 4. Section ninety-seven B point forty-one (97B.41), 

10 subsection one (1), paragraph b, subparagraph four (4), Code 

11 1973, is amended to read as follows: 

12 (4) Effective July 1, -496~ 1973, covered wages shall not 

13 include·wages to a member after the first of the month 

14 coinciding with or next following his ae¥ef'!~±e~!<l sixty-fifth 

15 birthday, or after the effective date of his retirement unless 

16 he is re-employed, as provided under section 978.48, subsec-

17 tion 3. 

18 

19 

Sec. 5. Section ninety-seven B point forty-one (978.41), 

subsections eleven (11) and eighteen (18), Code 1973, are 

20 amended to read as follows: 

21 11. "Vested member" means a member who had teminated 

22 employment e£~e~-fie¥i!'!9-e±~e~ (a) prior to July 1, 1973, 

23 after having completed at least eight years of service, Of 

24 (b) on or after July 1, 1973, after having completed at least 

25 four years of service, or (c) after having attained the age 

2 6 of fifty-five • 

27 18. "Membership service" means service rendered by a mem-

2 8 ber after July 4, 19 53, and prior to the first of the month 

29 coinciding with or next following his ~e¥ef'!~±e~k sixty-fifth 

30 birthday. Years of membership service shall be counted to 

31 the complete quarter calendar year. 

32 Sec. 6. Section ninety-seven 8 point forty-three (978.43), 

33 Code 1973, is amended by adding the following new unnumbered 

34 

35 

paragraph: 

NEW UNNUMBERED PARAGRAPH. Each individual who as of July 
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1, 1973 was an active, vested, or retired member and who (1) 

made appl~cation for and received a refund of contributions 

made under the abolished system or (2) has on deposit with 

the retirement fund his contributions made under the abolished 

system shall be entitled to credit for years of prior service 

in the determination of retirement allowance payments by 

filing a written election with the commission between July 

1, 1973, and July 1, 1974, and by redepositing any withdrawn 

contributions under the abolished system together with interest 

as stated in this paragraph. However, this paragraph shall 

not apply to any person who received a refund of any membership 

service contributions. The interest to be paid into the fund 

shall be compounded at the rates credited to member accounts 

from the date of payment of the refund of contributions under 

the abolished system to the date the member redeposits the 

refunded amount. The provisions of the first paragraph of 

this section relating to the consideration given to cred~ted 

amounts shall apply to the redeposited amounts or to amounts 

left on deposit. 

Sec. 7. Section ninety-seven 8 point forty-five (97B.45), 

Code 1973, is amended by striking the section and inserting 

in lieu thereof the following: 

978.45 RETIRE!1ENT AGE AT SIXTY-FIVE. A member's normal 

retirement date shall be the first of the month coinciding 

with or next following his sixty-fifth birthday. A member 

may retire after his sixty-fifth birthday except as other

wise provided in section ninety-seven 8 point forty-six 

(978.46) of the Code. A member retiring after h~s normal 

retirement date, as provided in section ninety-seven B point 

forty-six (978.46) of the Code, shall submit a written notice 

to the commission setting forth the date the retirement is 

to become effective, provided that such date shall be after 

his last day of service and not before the first day of the 

sixth calendar month preceding the month in which the notice 

is filed, except that credit for service shall cease after 
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1 the normal retirement date. Notwithstanding the provisions 

2 of this section and section ninety-seven B point for·ty-six 

3 (97B.46) of the Code, an employer may adopt policies which 

4 prescribe retirement at an age not less than sixty-five years. 

5 Sec. 8. Section ninety-seven B point forty-six (97B.46), 

6 Code 1973, is amended to read as follows: 

7 97B.46 SERVICE AFTER AGE SE~N~¥ SIXTY-FIVE. A member 

8 may, on the request of the employer, remain in the active 

9 employ of the employer beyond the date he attains the age 

10 of se¥efl~Y sixty-five for such period or periods as the 

11 employer from time to time shall approve, provided, however, 

12 that credit for such service shall cease when contributions 

13 

14 

15 

16 

17 

18 

cease as provided in section 97B.11. The member shall retire 

from the employment of the err.ployer at the end of the last 

approved period, on the first day of the month next follow1ng 

or coinciding with such date. A member rer:1aining in service 

past his seventy-second birthday shall be entitled to receive 

e retirement allowance under subsections 2 and 3 of section 

19 97B.49 eft-~fie-f~~s~-aay-e~-~fie-mefl~fi-w~~~fl-w~±efi-~he-~e~~ee 

2 0 is-.f±-le€1. connencing '"i th payment for the calendar r:1onth within 

21 which the written notice is submitted to the commission, 

22 except that if he fails to submit the notice on a timely 

2 3 basis, retroactive payments shall be made for no more than 

24 six r:1onths immediately preceding the month in which the written 

25 

26 

27 

28 

29 

30 

31 

notice is submitted. 

Sec. 9. Section ninety-seven B point forty-seven (97B.47), 

Code 1973, is amended to read as follows: 

97B.47 RETIREI.JENT DATE. A member's early retirement date 

shall be the first of any month coinciding '"ith or follm"ing 

his fifty-fifth birthday and prior to his normal retirement 

date, provided such date shall be after the last day of ser-

32 vice. A member may retire on his early retirement date by 

33 submitting written notice to the commission setting forth 

34 the early retirement date which shall ee-fle-mefe-~keR-~i~~y 

35 
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1 first day of the sixth calendar month preceding the month 

2 in which such notice is filed. 

3 Sec. 10. Section ninety-seven B point forty-eight (97B.48), 

4 Code 1973, is amended by striking subsections two (2) and 

5 three (3) and inserting in lieu thereof the following: 

6 2. The first monthly payment of a normal retirement allow-

7 ance shall be paid as of the normal retirement effective date, 

8 which date shall be the later of the normal retirement date 

9 or the first day of the sixth calendar month preceding the 

10 month in which written notice of normal retirement is sub-

11 mitted to the commission. Payment of an early retirement 

12 allowance or an allowance for ret~rement after the normal 

13 retirement date shall be paid as of the effective date of 

14 retirement subject to the provisions of sections ninety-seven 

15 B point forty-five (97B.45), ninety-seven B point forty-six 

16 (97B.46), or ninety-seven B point forty-seven (97B.47) of 

17 the Code. The payments shall be continued thereafter for 

18 the lifetime of the retired member except as provided in 

19 subsection three (3) of this section. 

20 3. If at any time after the first day of the month 

21 coinciding with or next following his fifty-fifth birthday 

22 and until his sixty-fifth birthday, a member who is retired 

23 under this chapter is in regular full-time employment, his 

24 retirement allowance shall be suspended for as long as he 

25 remains in employment. However, employment shall not be 

26 regarded as full-time employment until he receives remuneration 

27 in an amount in excess of two thousand one hundred dollars 

28 for any calendar year. Effective the first of the month 

29 coinciding with or next following his sixty-fifth birthday, 

30 a ret1red member shall be entitled to receive a retirement 

31 allowance after return to covered employment regardless of 

32 the amount of remuneration received. As of the first of the 

33 month coinciding with or next follO~ling the member's seventy-

34 second b~rthday, he shall be entitled to receive a retirement 

35 allowance determined under section ninety-seven B point forty-
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1 nine (97B.49) of the Code, regardless of the amount of 

2 remuneration received. Upon any retirement after reemployment, 

3 a retired member shall be entitled to have his retirement 

4 allowance redetermined under sections ninety-seven B point 

5 forty-eight (97B,48), ninety-seven B point forty-nine (97B. 49), 

6 or ninety-seven B point fifty (97B.50) of the Code, ·,;h~chever 

7 is applicable, based upon the employee's and his employer's 

8 additional contributions, and any membership service of the 

9 employee after his reemployment and prior to his normal 

10 retirement date. 

11 Sec. 11. Section ninety-seven B point forty-nine (97B .4'!) 

12 unnumbered paragraph one ( 1) , Code 19 73, is amended to rt!ad 

13 as follows: 

14 Each member shall, upon retirement ~ or after his normal 

15 retirement date, be entitled to receive a monthly retirement 

16 allowance determined under subsections 1 , 2, and 3 of this 

17 section. Any retirement allowance which is in add~tion to 

the amount being paid to ret~red members eft-o~±y-4 7-,9~6 as 

of June 30, 1973, shall become effective with payments as 
18 

19 

20 

21 

of July 1, 49~6 1973. For members retiring on and after July 

1, 49+6 1973, the retirement allowance as determined herein 

22 shall commence on the effective date of retirement. 

23 Sec. 12. Section ninety-seven B point forty-nine (9JB.4'!), 

24 subsections one (1) and two (2), Code 1973, are amended to 

25 read as follows: 

26 1. For each active member retiring from employment after 

27 July 1, 1973 with fi¥e four or more complete years of service, 

28 a formula benefit shall be determined. The amount of the 

29 monthly formula benefit for each such active member who retired 

30 on or after July 1, 49~6 19·13, shall be equal to one-twelfth 

31 of one and £e~~y-£iYe fifty-seven hundredths percent per year 

32 of membership service multipl~ed by his average annual covered 

33 wages; but in no case shall the amount of monthly formula 

34 benefit accrued for membership service prior to July 1, 1967, 

35 be less than the monthly annuity at the normal retirement 
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1 date determined by applying the sum of the member's accumulated 

2 contributions, his employer's matching accumulated 

3 contributions on or before June 30, 1967, and any retirement 

4 dividends standing to his credit on or before December 31, 

5 1966, to the annuity tables in use by the commission w~th 

6 due regard to the benefits payable from such accumulated 

7 contributions under sections 97B.52 and 97B.53. 

a Commencing July 1 , 19 7 3, for each member who retired· and 

9 commenced receiving, or who became vested in, a retirement 

10 allowance before July 1, 1973, the amount of regular monthly 

11 retirement allowance attributable to membership service that 

12 he received, for June, 1973, or was vested in as of June 30 1 

13 1973, shall be increased in the same proportion as the increase 

14 granted under this subsection for active members retiring 

15 after July 1 , 19 7 3 • 

16 ~. For each act~ve member retiring with less than £~¥e 

17 ~ complete years of service and who therefore cannot have 

~ 18 his benefit determined under the formula benefit of subsection 

19 1 of th~s section and for each vested member a monthly annu~ty 

20 for membership service shall be determined by applying the 

21 member's accumulated contributions and his employer's match~ng 

22 accumulated contributions as of h~s effective ret~rement date 

23 and any retirement d~vidends standing to his credit on or 

24 before December 31, 1966, to the annuity tables in use by 

25 the commission according to his age determined as follows: 

2 6 a. If his normal retirement date coincides 1vi th or follows 

27 July 1, 1967, his age on his nornal retirement date. 

28 b. If his normal retirement date precedes July 1, 1967, 

2 9 and h~s effective date of retirement coincides with or follows 

30 July 1, 1967, h~s age on July 1, 1967. 

31 Sec. 13. Section ninety-seven B point forty-nine (97B.49), 

32 Code 1973, is amended by adding the following ne~; subsection: 

33 NE~I SUBSECTION. For each active member ret~ring on or 

34 after July 1, 1973, and after complet1ng ten or more years 

35 of membersh1p service, the total amount of monthly benefit 
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l 

2 

3 

payable for pr~or service and membership service shall not 

be less than fifty dollars per month. 

Sec. 14. Section ninety-seven B point fifty-three (97B.53), 

4 subsections two (2) and seven (7), Code 1973, are arr~nded 

5 to read as follows: 

6 2. If the employment with the employer of a member is 

7 terminated pr~or to his retirement, other than by death, but 

8 after he has either (a) completed at least e±gft~ four years 

9 of service, or (b) has attained the age of fifty-five, he 

10 shall receive a monthly retirement allowance commenc~ng on 

11 the first day of the month next follow~ng or coinciding with 

12 the date he attains the age of sixty-five, if he is then 

13 alive, or, if the member so elects in accordance w~th sect~on 

14 97B.47, commencing on the first day of any month coinciding 

15 or next following the date he attains the age of fifty-five 

16 and prior to the date he attains the age of sixty-five, and 

17 

18 

continuing on the first day of each month thereafter durlng 

his l~fetlme, provided the member does not receive prior to 

19 the date his retirement allowance is to commence a refund 

20 of accumulated contributions under any of the provisions of 

21 thls chapter. The amount of each such monthly retirement 

22 allowance shall be determined as provlded in eiL~er section 

23 97B.49 or in section 9/B.SU, whichever is appllcable. 

24 7. Any member whose employment is terminated after one 

25 year of employment but before he has accumulated £~ve four 

26 or more years of employment, either under the provisions of 

27 this chapter or as a result of prlOr service cred~ts, may 

28 elect to leave his accumulated contributions in the retirement 

29 fund. In the event he returns to public employment at any 

30 time within £~ve four years after this termination of 

31 employment, he shall be entitled to resume membership in the 

32 system with the same credits for prior service and accumulated 

33 contributions that he had earned when his original employment 

34 was terminated. No interest shall be credited on his 

35 accumulated contributions nor on his employer's accumulated 
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1 contributions during the period from the time of his 

2 termination of employment to his resumption of employment. 

3 Any member who has resumed employment under the provisions 

4 of this subsection shall not be eligible for any second period 

5 of absence from membership as a result of termination of ser-

6 vice ~ft~~i-fte-sfie~i-fi~¥e-eee~-effi~ieyea-£e~-e-~e~±ee-ef-£:¥e 

7 yeefS-ef-ffiefe-~f~~e-ea~e-e£-~s~~e~eft-e£-eM~ieymeRe. 

8 Sec. 15. Section ninety-seven B point seventy (97B. 70), 

9 subsection one (1), paragraph d, Code 1973, is amended to 

10 read as follmvs: 

11 d. Mean assets shall include fixed income investments 

12 valued at cost or on an amortized basis, and common stocks 

13 at market values or cost, whichever is lower. 

14 Sec. 16. Section three (3) of this Act shall take effect 

15 on and be in force retroactive to January 1, 1973 upon publica

if', tion as provided in section eighteen ( 18) of this Act. sec-

17 tions one (1) and two (2) and four (4) through sixteen (16), 

18 inclusive, of this Act shall become effective on July 1, 1973. 

19 Sec. 17. Section ninety-seven B point seven ( 9 7B. 7) , sub-

20 section s~ven (7), unnuwbered paragraph one (1), Code 1973, is 

21 amended to read as follows: 

22 7. The total cost price of common stocks held by the re-

23 tirement fund shall not exceefl 'ee!'l twenty-five percent of 

24 the total value of the retirement fund. The cos·t price of 

25 stock invest~ents in any one corporation shall not exceed 

2.6 fl.ve percent. of the m2.x1mum amou:ot which may be invcsteC: in 

27 stocks .. Not. more thu.n five percent of the issued stock of 

2 8 any one cor;:>ora tion me:y.- be owned by the fund. For puq>os es 

29 of this chapter va:J.ue consists of cash, ·the par value or \.:h-

30 paid balance of all unma·tured or unpaid investments requ:i..r-

31 ing the payrr.2nt of a fixed amount. at payme.11t date, and t~~e 

3Z cost price of all other investments. 'l'he total cost of cum-

33 mon stocks purchasc:;d during any year shZill not exceed twent1''-

34 five percen·;: of all moneys collected under chapte:c 97!3 togetl1er 

35 wich J.nvestment income received by the system during th<tt 
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1 year. 

2 Sec. 18. This Act, being deemed of immediate importance, 

3 shall take ef feet and be in force from and after its publica-

4 tion in The Sioux City Journal, a newspaper published in Sioux 

5 City, Iowa, and in The Manchester Press, a ne\o.•spaper published 

6 in Nanches ter, Iowa. 

7 EXPLANATION 

8 Section 1 increases from $25 to $40 the per diem pay for 

9 the appointed members of the Advisory Investment Board and 

10 adds two active members of the system to the Advisory Invest-

11 ment Board. 

12 Sections 2 and 4 terminate contributions at age 65 instead 

13 of at the present age of 70. 

14 Section 3 increases the annual covered salary under IPERS 

15 from $7,800 to $10,800, effective January 1, 1973. 

16 Section 5 redefines "vested member" to allow for vesting 

17 after four years of service, whereas eight years were pre-

18 viously requ1red for vesting. 

19 Section 5 redefines "membership service" so that such ser-

20 vice stops at age 65 instead of at the present age of 70. 

21 Section 6 provides that any active, vested or retired mem-

22 ber of IPERS may get prior service credit by having left IOAS I 

23 contributions in the fund or by repaying by December 31, 1973 

24 the IOASI contributions he wi t.'1dre\.,. plus interest computed 

25 to the time the money is deposited; provided, however, that 

26 this privilege is not available to anyone who at any t1me 

2 7 vli thdrew IPERS contributions. 

28 Section 7 requires that employees retire at age sixty-five 

29 unless the employer requests that the employee continue. 

30 No retirement credit is given for employment after age 65. 

31 Sections 8, 9, and 10 permit retroactive payments up to 

32 6 months if a retired member fails to apply for benefits at 

33 time of retirement. 

34 Section 10 also provides that after age 65 a retired member 

35 can return to covered employment and earn any amount and re-
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1 ceive his full IPERS benefits. A $2100 earnings limitation 

2 would still apply for a retired member between the age of 

3 55 and 65. 

4 Section 11 makes current the references to dates as of 

5 which benefits are effective. 

6 Section 12 increases the membership benefit formula from 

7 1.45% to 1.57% for each year of membership service, andre-

8 duces the service requirement to four years in order to be 

9 consistent with vesting after four years of service. 

10 Section 13 provides a minimum monthly benefit (for prior 

11 and membership service credits combined) of $50.00 per month. 

12 Section 14 reduces the number of years of employment for 

13 vesting in 1PERS from eight to four years. 

14 Section 15 provides that the interest earned by that portion 

15 of the retirement fund invested in common stocks would be 

16 calculated upon the lower of cost or market value, rather 

17 than the market value of the stocks. This would achieve a 

18 more accurate picture of the cash return on investments, and, 

19 consequently give a fairer rate of interest credit to members 

20 of the System. 

21 Section 16 increases the percent of total cost price of 

22 common stocks held by the retirement fund from 10% to 25%. 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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SENATE FILE 411 

FISCAL NOTE 

------- ----

Date prepared March 26, 1973 
Requested by Senator Warren Curtis. 
Prepared in regard to S.F. 411 - An Act relating to the 

Iowa public employees' retirement system by increasing per 
diem for advisory investment board members, changing the 
maximum age for contributions, etc. Following is the fiscal 
effect in dollars of the legislative proposal as required 
by Senate Rule 31. 

Senate File 411 would utilize the total 7 percent 
contribution and the total dollar contribution as follows: 

10,800 Level 
Vesting after 4 years 
Formula 

1.57 
Buy back prior service 
Minimum of $50 after 10 years service 
Base 

Percent 
.371 

NO COST 

.982 

.040 

.100 
5.507 
7.000 

Dollars 
$ 2,831,000 

7,300,000 
299,000 
749,000 

41,230,000 
$s2,4o9,ooo 

The firm of Milliman & Robertson, Inc., Consulting 
Actuaries, Actuary for lPERS has advised that the IPERS plan 
as contained in S.F. 411 is actuarily sound. 

Source: Employment Security Commission 
Ed Longnecker 

Filed GERRY D. RANKIN 
March 26, 1973 Legislative Fiscal Director 
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