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AUTHORIZATION AND MEMBERSHI?

The Public Retirement Systems Study Ccmmittee is a
committee created by Iowa Ccde section $97B.76. <JUnder tha
the Comm:ttee is directed :o:

stazutory
t secticn

Develc and reccrummend retirement standards and a cocherent
on public retirement systems.

Concinuously survey pension and retirement develcoments in
cther states and in iadustry and business and periodicaily review
the state's policy and standards in view of these develcpments and
charging eccnomic and social conditicns,

3. Review the provisions in the public retirement systems in
effect I1n this state.

4 Review Lndivicdually spcnsored bills relating zo the public
retirement systems.

5. Review  proposals from interested asscclations and
crganizations recommending changes in the state's retirement laws.

6. Study the feasibility of adopting a consolidated retirement
system fcr the public employees of this state.

7. Make recommendations to the general assembly.
Members of the Committee for the 1989-1:1990 biennium are:

Senatcr John P. Xibbie, ZImmetsburg, Co-Chairperscn
Representative Gene Blanshan, Scrancon, Co-Chairperson
Serator Charles 3runer, Ames

Senatcr William W. Dieleman, Pella

Senator Richard P. Drake, Muscatine

Senator Jack Nystrom, Boone

Represenctative Dorothy F. Carpenter, West Des Molnes
Representative Darrell R. Hanson, Manchester
Representative (Charles N. Poncy, Ottumwa
Representative Dennis L. Renaud, Altoona
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MEZTING 2AYS N .389

Tre Commictee neld a twc-day meerning Con September 3 and 5, 1389,
anéd a cne-Zay meeting it Ccteber 31, 1389, Ar trne September
meeting the Committee rteceived oral and written reports Iich tne
Iswa 2Puplic Zmolicyees' Retirement System (IPERS), :tne Puslic 3Safety
Peace Qfficers Rernirement System (POR), and the Judicia. Rev.rement
System:; a pDrogress  Ieport  concernin the study of r2tirement
systems directed b5y 1389 Izwa Acts, chapter 313, section 16 (5.7,
517); and sesst.mcny <Ircm interested associations and individuals
abour present and propesed provisions reiating to the varisus
public retirement systems. At the QOc:icber mMmeetlng represeantatives
2f the Iowa Public EZmplcyees’ Retirement System presented Iinancial
informaticn and reccmmendations regarding specific changes in the
IPERS iaw and -he Committee made decisions on a series of IPERS
reccmmendations £o0r presentaticn -0 the General Assembly in L1980,
it was agreed that recommendat:ions £or public retirement syvs:ioms
cther than IPERS would be cvus‘cered at a meeting tc be held at the
ceginning of the 1990 sessicn,

FRISENTATICNS

On  3September 5, 1389, tne Igllowing gresentations were made ko
the Commitsee:

Mr. Theomas Z., Donahue, Director of the Department of Perssnnel,
and Mr. Greg Cusack of IPERS provided :wo reports, :the actuarial
report from Milliiman and Robertson, Inc. as of June 30, 1988, and a
report  enti:tled "The Iowa Public ZIZImpicoyees' Retirement Syscem:
di1story, Trends, and Anaiysis." They concentrated on the latrer
repert, which gave an overview of public retirement system ctrends
ard (lssues; described the evolution of the IPERS system beginning
in the 1950's; and set forth a list of groups identified as
"underserved" relative to others within public employment based
ipon the Zcllcwing criteria: (1) the degree 92f ©Dpenefit

cemparapllity enjoyed by individual members of the system, (2) the
degree D which the interests of the larger community of employees
i3 served, and (3) the degree to which the financial and benefit

integrizy 3f the overall pension plan is maintained.

Cormiss:oner of Public Safety Gene Shepard, State Treasurer
Michaei fitzgerald, and Trocper Gail Scnwab reported on the Public
Safety Peace Officers Retirement System. They distributed copies
cf the ?CR report and accompanying charts prepared oy TPFiC
Actuaries, 2v7iewed the statistical information, and answered
questicns e gardlng the exper;ence, assumptions, and expectations
With respect ¢ the operaticn of the system.

Ms. Rebecca Reznicek, Executive Assistant to tnhe Chief Justice,
and Ms, Peggy Sullivan, Director of Finance for zhe Judicial
Department, presented a written report containing financial and
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Mr, Clew:s Walden presented propesals frocm the Icowa State
Zducaticn Asscciaticn. These 1acluded adoption of a "Rule of 30.,°
increases in the covered wage with eventual eliminaticn <f =i
maximum, authorilzation for Dbuy-backs by employees with serwvic
atter 1973, and continuation of ad hoc increases for
retired.

Mz, Don McXee spoke on behalf of the American Federation of
State, County, and Municipai Employees (AFSCME). His presentation
was devoted primarily to the issue of earl retirement for
employees of the Department of Corrections and weight enforcement
officers of the Department of Transportation.

Mr. Ron Dickinson testified on hehalf of the School
Administrators of Iowa. He requested the removal cof the maximum oOn
covered wages, the granting of service c¢redit beyond 30 years, and
cre expansion of buy-back and buy-in provisions.

Mz, Recnald Morden of the Polk-Des Moines Taxpayers Asscciation
":esen*ed comments on the municipal pelice and fire retirement
systems under chapter 4ll. He asked for revisions in the
disability provisions under that chapter, urgin erpnasis 2<n
retrain.ng, rehabilitation, aad the rating of inijuries using a
percentage scale of disabiiity.

On September &, 1989, the following presentaticns were mace :0

-

“ne Commictee:
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f Xirkweood Community College spoke o0
Ccmmunity College Presidents. He saind

-
—
-
-

llable o commun::v ccllege enoloyees de ot
TIAA-CREF benefits availabie
ttusicns. He recommended raising
vnc $30,000 and accelerating the movemeﬂ'
also reccmmended raising the I2ERS henefit calculat:
a level beyendé fifzy gercent He suggestaed a reduct
number o©£f years o: service and age requiremencs
; finalilly, he uggested a study of
employee contributions.

Dl

DM

testho“y con
iens 1n chapters 411 and 37A.
were xhe Icwa
fighters, <the Icwa State
ol Supervisors Assoclation, tne -owa Assocxatl n
Chiefs of : and ?Peace Officers, and <tnre Iowa State
.icemen's ! cion. The Zoilowing fcur reccmmencdaticns were
ented:

1. Provide an additional «three ©percent of £inal average
compensation £or each year sver 22 years of service to age S5 with
a cap cf eighty percent.

ase the benefits to surviving spouses of retirees from
nt to seventy-~five percent of the member's pensiocon.

3. Increase the escalatecr provision f£or persons retiring under
>rdinary disability between July ., 1379 and Jurne 30, 1988, f:icno
~Wenty percent to twenty-five percent, :tc make it ¢onsistent wisth
the escalator provision for those who retired before and after %hat
naricd,

3 T frcm

. Increase the escalator provision £or service reriremen
ihe prasent twenty-five percent £ thirty-five percent.

ons presenting testimony 1n support of these recommendazio
W r. Jehn Daws, Mr. Tcm Ryan, Mr. Rick Conn, Mr. Eugene
Xleincw, and Mr. Gary Herrick.
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nsmas, a Zes Mcines fire fighter, zestified
Sniversicy of Icwa medical review pro cess £
under chapter 41l is not working satisfac
t the review process snould not extend o
procedures, or cther treatment.,

-
2
"

ok

ad

Underwcod, alsc a Des Moines fire fighter, =

tne statutory language governing tfhie presumptl

lung disease tg aveid misconstructicon wilth res

:ses ©of accidental disabiliuy. He also suggest

jeterminations be made by the board of trustees of

loca- - ":ement system, follcowing an examinatlon Dy tne mned:l
bcard.
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M:. William
Municipallit:ies,

cunsel £or the League Sf Iowa
ner of legal orcblems which may arise 1in
connectian with hap er police and [ire retirement systems.
These included quesn;cq uf sccial security coverage and cther
implications i{f new census figures show an increase :in the official
population c¢f some citles to 8 000 or greater or a decrease in :he
officia: pepulation cof other cities to below 8,000.
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Kirkpatrick, an investigatcr with the Department
Qffice of Moctor Venicle Enforcement, socke in
retirement fcr tne DJepartment of ranspor
officers comparable to benefits for other prot
under IPERS.

Richard Lampshire 0f the Iowa Retired Teachers Associlation

equested that the bonus for current IPERS beneficiaries be placed

cn a permanent basis and that twenty-five percent of the investment
margin sver ilabilities be dedicated to current beneficiaries.

<=

_on Lindenberg of zhe Iowa Ffish and Game Conservation
Asscclaticn requested changes in statutes governing the
program for state empicyees, to provide that expiration
-eave beyond ninety days woulid no longer be :equ-.ed and
rovements in disability benefits would be subject to
oargalnl.g. He also recommended reducing the early
pernalty for conservaticn peace officers retiring befcre
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! Ropert V. Armstrong of the Des Moines Fire Department
reccrmended cthat the disadbility provision under chapter 411 oe
changed to include recognition of the degree of the member’s
disabilicy. de also suggested increasing pensions for police and
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five gerscnrel after 15 years DOy  One percentc Der year wrTiloa
maximum of sixty percent L3 reached at 35 years of service

Sozmer  Senacor  2cbern M. Carr, ncw Dubugue County Treasurer,
recommendad  remeval 2f tne 30-year limitaticn :“ue' tne Rule 2f 32
and alsc reccmmended e2xpanding  the  "buy-dack” provision under
IPERS.

Mr. Wesley Smitnh presented recommendations on berali oI the
(PIRS Improvement Associaticn. The reccmmendatlcns were:

L. Give scme -ype of credlt to a retiree with over 130 yesars oI
service.

Z. Remowe =tnhne ceiling on :he covered wage and nave employees and
erployers pay contributions vased on the total salary.

1. Revise "option 4" to provide more flexibllilcy as to cenefics
15 Tne sSpcuse L cases where the couple s ac longer together.

. S:tucdy the fesasibility and cost of changing the Rule <f 32 zo
tne Rule o 30, s0 that where the employee's age plus years of
service equals 30 there would be no lcss 1n retirement beonefits.
Alsc consider removing the 30-year limitatizen,

5. Reconsider the action taken a few years ago wherepy tne cdeastn
ceneflic to a Dbeneficiary was drastically reduced if an 2mplcyee
died pricr to retirement.

5. Zxztend the crediting of interest gn the emplovee's
contridbution so  that interest carned after the time of retirement
would be credited to the employee

Mr. DJave Baker of the Alliance of Iowa Police and rfire

Retirement Systems reported to the Committee that the Alliance 1is

active and will assist in obtaining.information f£rom the wvarious
clti acerning their police and fire recirement systems.

Mr. larry Hardy appeared cn benhalf of the Iowa Correctisons
Assccilatisn concerning early retirement benefits under IPERS icr
sorrectiznal workers. Jde recommended legislaticn to remcve Irom
the Director c¢f Corrections and the Director of Pergornel the
authcrity o determine which job classes should de covered and
urged tne expansicn of coverage to include more correcticnal
workers, 1cluding employees 5f judicial district deparzments i
correctigonal serviges.,

Mr. Gcrdon Sweltzer, Direc:o: Cf the Motor Yehicle Divisicn, arnd
Mr, RAaiph Ager, Director of Mot Vehicle Enforcement, testiflied cn
oehalf of the Department of Transoorta»Lon concernlqg the lnclusion
of aQtor vehicle enforcement officers in the ‘"protecticn

occcupaticn"  cateqory eligible for =early retirement under IPERS.
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tober 31, cthe following presentations were nade o the

g Cusack ©of IPERS opresented informaticn on zoss:idle
nhancement opticons and related costs. He reported tra:s
' + OTr L.539 percent of covered payroll, can be cons.dered
essible for beneflt enhancements without Jecpardizin the
pillcsy cf R fund. Estimates were presentad {cr several
icns, iLncluding:

Accelerazing the annual increments <:toward :the st atusory
ed wage <ceiling of $40,000. Zstimates wer2 glven £92T an
dse Irom 52,000 per vear to $3,000 per year and to $4,00C ger

2. Allowing service credit Ior years of service beyond 30 at the
same wvalue per year as service nct exceediag 30 years. EZstimates
were g.ven based on a 3l-year maximum, a 36-year maximum, and 2o
maxilmum

3. Providing that the accounts of those who terminate before
retirement would accrue value over time. Estimates were given £for
(1) <treating an emplcyee acccunt as a money purchase pian upcn
termination, eligible £for draw-down at the normal recirement age;
and (2) indexing, at termination, the amount of the eno'ﬁ* 22'3
recirement gensicn entitlement by applying a factor <cied to
inflaticn experience.

4. Providing to those who take refunds at terminatisn act only
thelr own contribution plus interest but also a share of the
employer's contribution at the rate of 1/30 of the emplover
centributicon multiplied by the employee's years of service.

. Allowing unrestricted buy-backs for active, vested, or
retired members.

6. Implementing a “"controlled" cost of living adjustment £or
etirees, designed tc compensate for a targeted percentage cf the
revious year's rise in inflation. The adjustment would be tied o
R 1

by
d's ability to pay and legislative action £
ation. Estimates were given for three percent, fou
., and five percent COLAs.

7. Amending the Rule of 92 to remove the requirement for 30
years of service in order to qualify.

8. Impiementing the Ruie of 90, including a requirement £or a
ninimum of 30 years of service.
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1. Increasing rhe existing amount paid
hetween January . L . and July &,
"dividend" <checks resenting a percenzage
parefit. Zstimare ' given for an
increase and an : f.ve percent
gension Lncome.
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ding an annual "dividend"” tO persons wiho
Zstimates were given for an efiective
an effec=mive (five percent iacrzase .
censisn income.

13, Changing zhe formula so that the maximum years
ne fsrmula weuld ne 25 rather than 308.

i3, Cha 1gin Tne formua so tnra:c the maxinoum
distribution would be 55 percent rather than the present S0
>f final average compensation.

Crhanging formul
'uthn weuld 50 per
enc.

a n tne maximum
cent ne than tih present

.5. Stcpping emplovee contributions afiter 30 years of service.

7. cpping both employee and emoloyer contributions after 30
vear eF e*vxce.

8. Prcviding a one-time cost of living adjustment of four
percent T3 all retirees.

Mr, Cusack aiso presented a summary showing &the various
enhancement options Dby c¢ost, number of persons imnachec, and zthe
.PERS Divisicn's assessment as to the deg*ee each option would
assist Lo meering the obijectives of attracting, retaining, and
fairiy treasing employees.

lurning o specific recommendations, Mr. Cusack said =zhe
recemmendations reflect +the IPERS Division's <cconcern that the
suiding 3cals snoulid be to (1) begin building tcday the retirement
plan the state needs to meet the challenge of the future, (2)
select those benefit enhancement opticns which most successfully
deliver «the greatest good to the greatest number of employees, (3}
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cncose Thsse sptions wnlch best correct existing Inequities oetween
and zmong  varicus  Croups  within IPERS, and (4) Zerermine tnhose
IDTLIAS wnolsh Moest ably serve the twin cthlectiwves of attracting and
TaTaLning gualllty empiloyees,

The IFERS reccmmendations were as follcows:

i, That che Jeneral Assemply allow, effective January L., 1391,
active, wvesta2d, and retired persons who have taken ref""cs notna
past o articipate In unrestricted buy-backs. Cost: $7.370,74i8

.33%)

2. That IFERs continue to provide, o persons who retired prisrsc
= January 1, 1976, a dividend check equivalent to 120% of cnelr
mcntnhly pensicn check. Cost: No additional cost. (Centinuation acs
axisting .Level 15 zullt into base cost ¢f plan at $2,239,915%).

3. That IPERS c¢eontinue o provide, to2 perscns whe retirad
cetween January 1, 1978, and July I, 1982, a dividend check
egulvalent =to 80% c¢f <cthe:r menthly pensisn check, Cast: N¢
addizisnal cost. {Centingaticn at ex:isting Level is nuilt 1nzo
base cost of plan at $2,466,410).

4, That =the General Assembly commit t2 changing the basic
formula so that persons retiring at 30 years of service would Dde
eligible to receive 60 percent of their high-three covered sa.ary,
razther than the present S0 percent level. <Cost: $9,934,885 (.43%)
{This is the <ost per one percent increase 1o 1989 dollars arnd
valuazion.)

5 That tne Jeneral Assembly coemmit to a plan which wouid wvalue
mgre  fully =the years of service of terminated, vested members who
had 10 or more vyears of service under IPERS by providiag such

mbers with a benefit ar normal retirement age indexed
'u’timately, at the rate of 4% per vyear) over the time since their
termination. The recommendation is that this be achieved through
an incremental increase of one percent per year. Cost for £fiscal

yvear beginning July 1, 13990: $15,073,619 (.66%)

6. That IPZRS be authorized to develop a "side by side" defined
scatribucion pl » to be implemented January L, 1992, The prcposed
olan would Dbe available ¢to all employees as an optional plan in
addition to  their basic IPERS coverage. Employees electing o
participate wouid be eligible to contribute up to S percent of
their total saiary per year at  their option and this would
accumuiate Llanterest at the rate credited to members' accounts under
“he Dbasic pl n, less management expenses and administrative costs.
The funds in the employee's account would be available o the
amployee eitner upon termination of public employment <or at
retirement.
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Mr Cusack noted tnat [mplementarticon <¢f  ail <nme  IPZRS
recgmmencasisns wouid commit L.a<% sut 2E The L1.39% margin
avallaple Z-r 2rnhancements.

Ms. <Carzsl  Swanscen 2 zne Department of Personnel prasanted
wnformatizcn Ccomplled pussuant TS reguests Srom the [ommitzee 3t the
oravicus meetirg. " Inacluded were infsrmation sn wor<ers'
compensaticon  £0s8:ts  Igr  resident treatmenst Workers at the varicus
menral nea.th and related facilities, 5Hreaxdowns snow.ng e
changes 1o zarly retirement eilgibilicty Zor Depariment of
Correcrions DOSitions ac i1fferen: locations, afscrmaction
seoncernin members wno retired between July 1, 1388, and June 19,
1389, ©&reakdowns showing the number of Jorkers apove and belcw zthe
covered wage, and informaticn showling the average length of service
lcr full-time state empicyees recently terminatiag  chelr
gmMpisyment

Mr. Maurice Baringer previded a further progress r2pcrt o0 nne
mandated study 2% rervirement systems and said the preliminary
report  would ope  ready near the beginaning cf the 1390 Iegisiaczive
3€35s51Cn.

Mr. Robert Johann, a retirad teacher who zock early retirsmen:
At a time wnen the system impcsed a greater genal:ty for earlw
retirement, spoke L~ favor 0f a4 change wiich would reduce --e2
penalty for retirees in his situacicn.

MAJOR ISSUES CONSIDERED BY THE CCMMITTEED

cwa Public Zmplcyees' Retirement System

in 1989 the Committee's consideration of proposed oenefit
enhancements In the JIowa Public Enoloyees Retirement System was
trongly influenced by Department of Perscnnel/IlPERS presenzations
focusing on trends, goals, and overall policy issues. Within the
centext oI maintaining financial soundness and the ability to
attract and retain employees in the future, emphasis was placed on
options  that weuld assist the greups identified by =whe IPERS
Divisieon as "underserved" relative to others within o3oublic

2mpiloyment and cn options that would provide the greatest good o
tne zreatest number of people. The Committee heard recommenda=z.cns
for furtner incentives to early retirement, for example, and for
Jther e2nnancements Dbpenefiting relatively small portions of all
nembers, ou: chose instead o recommend using the available funds
O ggorrect .agquities affecting larger groups of "‘nae'served
seIisons  and O commence programs which would achieve major benefit
annancements cver a pericd of years,

ther Publi¢ Retirement Svstems
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RECCOMMENDATIONS

The Commit-ee’s mmendations Li Del . Tre
ommendations T those of ‘ :
nnel/IPZRS in respecrcs. 2
ase is recommended tne dividend checks of persons who
prior <o January 1976, and persons who retired between

1, 1976 and Jul 1982. Second, the zimetable 1s mcved

for developmenc of a supplemental, optional <defined

e

olan to exist "side by side" with the current LPERS

1. Allow, effective January 1, 1391, active, vested,
persons whe hnave taken refunds in the past tco Dart---pa
unrescriczed osuy-backs.

2. Provide to persons who retired prior to January i, 1975, a
dividend <check equivalent to 156 percent of their monthly pension
check,

Provide to persons who retired between January 1, 1976, and
13582, a dividend check equivalent to 116 percent cf thelr

Commit to changing the basic formula so
30 vyears of service would be eliglble t
' l;gh-'nree covered salary, rather than
Beq.n oy providing a one percent i
vear beginning July i, 1990.

33

~ ry
OO m
m@ @O
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cr Uity W
T o
44

-
u 0
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5. Commit to  a plan which would value more £ully th ears &
service of <cterminated, vested members who had 20 or more years a
service under IPZRS by prcoviding such members with a benefit a
~ormal retirement age indexed (ultimately, atc the rate of four pe

cent per year) over the time since their ctermination. Prcvide tha
th1is be achieved through an incremental increase of one percent pe
year, commencing with the fiscal year beginning July 1, 1390.

L T o AL T 8 I"l\




b &
1.
< (b

W (b,

T m
'

]
LR

LA R |
) be
)

[ N U O P O
—tope

T o0
[

Rl IR VI o T LA ST (TR IS 1

ugpon

-
S
-
-
o
3
3
jo.
-
a
-
jt
-
2
r

U

VS‘.‘EF‘S S\..J.\_../
ruary 1990

ety

SO o
I P
b wn

O rarr Lo
[ O

-3
WO

8]

(1D (DU WD e
1

B

T =
m '
GO
LA T i o
W (@

m v
(VIS

managem
employee's

pin

oy r
(R o T | L B

~ .
fommittee

-
b

L T

U o(r

0.0 wn
U g
OO0 H -0

=3 D s
T3 <y
Moy O
LR VTR

. P
b

Q
00

31 D o (LU

at

O
M ® 30
L BRCIN ' IV @ S B

[

NSy o

‘“D\. lun

®
= )
173

[ B AR T PR

Qo0

M

Wt =«
W

< O W W
DT S

-

-

1V
g
'U :

=3
rU m

!lJ

credi t"'d to mempbers'

account

termipation of

T oxpenses and admini
uid be av
publLC

empl
=

cw,21601ic

iw/dg/20

Ul

m «tr
b 1 OO

Bty O fA < Wt

& BEES

O worr fu
G

e ' (L
[
(a9

<O

U ey
[EE BN 6 )

(8

'pe

1]
(S

1 1 ]

23
m D cr ve ry

T 0

i mrrQ
o I & B R 4
[ A T

93

T
340 O

[SaN ]
RIS

rdae-

.
.

v O Q£
w0
(AN BN T
M I O D IS B
[ 1 B T TR

[+1]




