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FINAL REPORT

RETIREMENT PROGRAMS SUBCOMMITTEE

Senate Joint Resoclution 11 passed by the Genmeral Assembly
in 1977 called for the Legislative Council to establish a jolint
interim subcommittee of the Senate and House Committees on State
Covernment for a comprehensive study of the public retirement
systems in this state and the feasibility of the establishment of a
single integrated retirement system for all public employees with
study given to social security coverage for all public employees,
including the adequacy of benefits for both past and future
retirees, actuyarial soundness of the various funds, and methods of
financing benefirs. 1In addition to these items, the Legislative
Council also assigned the Subcommittee the task of overseeing the
study of the actuarial soundness of the Judicial Retirement Systen.
The General Assembly appropriated $15,000 in S.J.R. 11 and $2,500
in §.F. 163 for actuarial studies. Members of the Subcommittee
are:

Senator Minnette F, Doderer, Chairperson
Representative W. R, Monroe, Vice Chairperson
Senator Robert Carrx

Senator John Nystrom

Senator Forrest Schwengels

Senator Tom Slater

Representative Diane Brandt

Representative Reid Crawford

Representative William Griffee

Representative Ingwer Hansen

The Legislative Council granted the Subcommittee four
meetings.

At its first meeting the Subcommittee was provided in-
formation by the staff of the Legislative Service Bureau relating
to contributions and benefit 1levels of the public retirement
systems in Iowa and in other states.

Discussion at the first two meetings of the Subcommittee
centered around the kinds of information which the Subcommittee
wished to be obtained from actuarial studies. A wide-ranging 1list
of proposed actuarial studies with studies relating to each of the
public retirement systems compiled from suggestions of Subcommittee
members, was sent to a number of actuarial firms located throughout
the United States and notice of a bid letting was published in the
Des Moines Register. A copy of the invitation to bid is attached
to this Report and by this reference made a part thexeof. The
invitation to bid includes a comparison of the provisions of the
several public retirement systems.

Bids from three different actuarial firms were received by
the Subcommittee and a meeting was held to decide which of the pro-
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posed studies should be conducted in light of <t¢he f{act that the

Subcommittee was appropriated only $17,500 with which to purchase
The Subcommittee granted ti:e bid to Stennes &

actuarial services,.
for actuarilal studies of the

Associates, Inc. for 511,130
following:

1, Pension goals, a comparison of public plans in this state,
a general comparison of public and private plans, general comments
integration with Soeial Security, and a discuscsion

regarding
long-range consolidation of all

concerning the feasibility of a
public plans in Iowa inte one system.

2. An actuarial study of the Judicial Retirement Svstem
including the System's current and projected. liabilities, an
analysis ¢f the actuarial soundness of the system including a
recommendation of appropriate changes, recommendations of actuyarial
funding methods and the most effective approach to funding, and the
cost savings which would be realized by requiring a reduction in
retirement benefits of the members to qualify for concinued pension

benefits for a beneficiary.

3. Cost savings to the state as a percentage of salary if the
Peace Officers’ Retirement System were integrated with Social
Security and the service retirement benefits were offset by a
poxtion of the Social Security benefits earned by the members.

reports were received by the Subcommittee at

The actuarial
mecting and copies are available upon request

its December 14-15
from the Legislative Service Bureau.

In addition to assistance from Mr. Bob Hopson, consulting
actuary from Stennes & Associates, Inc., Mr, Fenton Isaacson and
Mr, Dennis Sullivan, consulting actuaries from Milliman &
Robertson, Inc, were present at several of the Subcommittee
meetings. The Subcommittee asked the «consulting actuaries from
Milliman & Robertson, Inc. to clarify their role in relation to the
Legislature since they are employed as the consulting actuaries
from the Iowa Public Employees' Retirement System by the Department
of Job Service., Mr. Isaacson responded that since the firm of
M{lliman & Robertson, Ine. is empleyed by the adminisctrator of the
system, it would be a conflict of interest for the firm to also be
employed by the lowa General Assembly. He assured the Subcommittee
that his firm will make observations and comments on proposals for
revising the system, review of cost studies developed by the
General Assembly actuary, use of the firm's TIPERS data base,
assistance in formulation of Tequests for special studies, and

assistance in drafting legislation,

Following discussion and a vreview of the actuarial re-

ports, the Subcommittee makes the following recommendations:
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IPERS

1. The formula for computing monthly benefits should be
increased from forty percent <to forty-four percent of the final
five-year average covered wage after thirty years of service, based
upon cost estimates conducted bv Milliman & Robertson, Inc.

2. Benefits for most members who retired between January 1,
1966 and January 1, 1976 should be increased by thirty percent for
members who retired after twenty years of service with a one and
one-half percent increase for every year of service in excess of
twenty years of sexvice up to forty-five percent increase for
thirty or more years of service, The cost of the increase will be
paid from interest which accrues to the Fund in excess of the six
and one-half percent interest rate assumption used by the
consulting actuaries.

3. The contribution rate for employers should be dincreased
from five and one-fourth percent to five and three-fourths percent
of covered wages and for employeces should be increased from three
and six-tenths percent to three and seven-tenths percent of covered
wages effective July 1, 1979 in order to finance the intent of the
General Assembly to provide benefits of fifty perxcent of final
average salary after thirty vyears of service. Members of the
Subcommittee discussed the advisability of continuing to increase
benefits to fifty percent of the final average salary and discussed
the feasibility of providing cost-of-living 1increases to retired
members instead.

4, Commencing January 1, 1979 those persons who are members
of the Iowa 0ld Age and Survivor's Insurance system which was
abolished on July 4, 1953 should be allowed to repay contributions
which were withdrawn at that time together with 4interest which
would have accrued and receive credit for service under that system
in computed retirement benefits under IPERS.

5. The following technical ¢hanges which were recommended by
Mr. Ed Longnecker, Chief of the IPERS Division of the Department of
Job Service should be enacted:

a. Strike the requirement that hearings be recorded by a
certified shorthand reporter.

b. Strike unclear language relating to termination of
membership of an employee.

c. Revise language so that covered wages do not include wages
paid to a member in the month a member becomes seventy
years of age and therxeafrer,

d. Clarify <that an entire gquarter of a year will be counted
as service if the member earns $300 or more dollars dur-
ing that quarter.
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e, Remove obsolete references to commission instead of
department.

f. Provide for lump sum payment of benefits to beneficiaries
when the member dies hefore the first retirement allowance
is payable.

g. Exempt CETA employees from IPERS coverage unless they opt
to be covered.

h. Exempt certain foreign exchange teachers and visitors and
religious persons who have taken the vow of poverty from
IPERS coverage.

6. Membexrs of the Genmeral Assembly in 1979 should be allowcd
to purchase 1IPERS menmbership for previous service in the General
Assembly by paying the employee's contributions whiech would have
been paid 1f the employee had been a member of IPERS plus the
accunmulated interest.

7. The benefits under IPERS should be <¢hanged for sheriffs
and deputy sheriffs to provide that they may elect to retire after
twenty-five yvears of service at sixty vyears of age without any
reduction in the benefits of forty percent of the average of the
highest five years of compensation. This provision is identical to
the special benefit presently provided for <conservation peace
officers. The increased cost of the benefits will be borne by
additional contributions by the employvee and the county from the
property tax base in the same proportion as regular contributions
paid by the employer and the emplovee.

Peace Officers' Retirement System

1. The defintion of earnable compensation should be <clari-
fied as it relates to overtime pay, holiday pay, shift differential
pay, and vacation pay.

2. The income limits on outside income for accidental and
ordinary disability should not apply after the member reaches
fifty-five years of age.

3. The 1limit on outside earnings of persons on disability
retirement allowances should be changed to the difference betwecen
the retirement allowance and the income the member would be earning
if he or she were still an active member of the system at thc same
grade and rank,.

4, Surviving child benefits should commence at six percent of
the salary payable to an active member having the rank of senior
patrolman of the Iowa Highway Safety Patrol rather than commencing
at twenty dollars per month and being adjusted to the six percent
amount on the next July first,.
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5. The annuity should be abolished, all contributions made to
the annuity savings fund should be returned to the members, and the
retirement allowance for ordinary disability should be changed.

Fire and Police Retirement Systems

1. The changes recommended by the Peace Officers' Retirement
System should also be enacted for the fire and police system.

2. There should be established a single fire and police
retirement system for the state administered by a single board of
trustees in lieu of the separate police system or fire and police
systeme in the forty~four <cities which have established such
systems. The consulting actuary will compute a single contribution
rate for all cities in the system. The funds of the various cities
will be transferred to the state and be administered by the
retirement division of the Department of Job Service., The actuary
would also determine the unfunded liability of each city and would
require each c¢ity to pay a percent of payroll to pay off the
unfunded liability of tht city over a twenty-year period.

General Recommendations

The Subcommittee was given the task of studying the fea-
sibility of establishing a single consclidated public retirement
system and discussed the concept at every meeting. The
Subconmmittee concludes that alrthough a single <ceonsolidated
retirement system is a valid goal, such a goal would require a
number of years to implement and knowledge by a number of
legislaors of all of the public retirement systems in this state.
In order for the General Assembly to develop and retaln an
oversight of the various public retirement systems, the
Subcommittee discussed establishing a permanent Tretirement
commission composed of members of the General Assembly to review
all bills relating to those retirement systems. The Subcommittee
did not have sufficient time te make recommendations relating to
the duties o0f such a commission, and it recommends that a joeint
subcommittee of the House and Senate Committees on State Government
continue to meet during the legislative session to develop
legislation relating to the establishment of a rerirement
commission,
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INVITATION TO BID

Sealed bilds will be received until 12:00 Noon, September 12, 1977
addressed to the Legislative Service Bureau, State House, Des
Moines, JIowa 50319, Telcecphone 515/281-3566. Bids are tgo be
submitted 1Iin a sealed «c¢nvelop labeled "Pensicn Actuyarial Bids'".
Bids will be opencd on Septezmber 13, 1977, in the Speaker's Room of
the State House, Des Moines, Iowa 50319,

BIDDER INFORMATION

Bidder's Name:

Address of Main Qffice:

Name of president or owner of firm:

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

i{ incorporated, indicate which state:

Persons authorized to sign bids and c¢ontracts in your name:

Person to contact on matters concerning bids and contracts:

We propose to furnish actuarial services and analysis and make
such written reports and oral presentations as required for
services specified in this quoration for the sums listed with

performance request:
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PERFCRMANCE SPECIFICATION FOR ACTUARIAL SERVICES QUOTATION

We agree to perform an actuarial study to evaluate the costs
and provide the requested analysis of the following groups of
employees:

I, 120 active judges, 45 retired judges, 22 spouses receilving
an annuity and 9 inactive judges with funds left in the svstem but
who have not retired. Information for the judges is available 1in
printed form,

2, 136,500 active members and 28,000 retired members of cthe
Iowa Public Employees Retirement System. Information 1is available
on magnetic tape and will have to be accessed by programs written
by the bidder.

3. 509 active and 98 retired peace officers. Information is
available in printed form,

4, 1,906 police in 44 different systems and 1,450 fire
personnel in 36 different systems in cities with az population
greater than 8,000. Information is available only for a fraction
of the members.

SERVICES

The c¢harge to the interim subcommittee 1is to study the
feasibility of the establishment of a single integrated retirement
system for all public employees with an analysis of the impact of
inclusion of or integration with soecial security. A copy of a
summary of the benefit provisiens and the references to the
appropriate Iowa law governing the public pension programs is
attached to this bid form., The actuarial firm selected will bhe
required to assess and compute the <costs of wvarious alternacive
proposals studied both as a dollar figure and as a percentage of
total payroll. 1In addition the actuary will be required to assess

the retirement programs frem the perspective of the overall
objective of the study committee~-to begin a program teoward a
comprehensive retjirement systemn. Toward this objective the al-

ternative plans suggested by the actuaries must reflect:

1. Pension goals for the public retirement system, i.e.
benefits levels, retirement age, service Trequirements, social
security intcraction, etc, Cost to perform analysis:

2. A comparison with the private pension plans available 1in
Iowa. Cost to perform analysis:

3. Beneflt, contribution requirements and other differences
which exist betwaen public pension programs to include the rT=asons
which exist for maintaining differcnces and the direction to be
taken to resolved disparities which are not appropriate., Cost to
perform analysis:
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The actuaries will be required to meet with the subcommittee
te discuss specific alternatives for which actuarial determinations
of costs will be made. Services will require:

I. A meeting with the subcommittee between 20 and 25 days after
this bid 1is selected to explain and advise the committee on a

comparison with private plans and the alternactive pensioen
directions suggested by the actuaries for which detailed cost
estimates could be provided by the actuaries, This session will

include reconmendations for benefits changes to include evaluatien
of the possibilitics of integrating existing benefits with socilal
security, or providiag social securilty where not now avallable,
escalation of post retirement benefits including an analysis of
escalation based wupon the cost-of-living or such other factors
proposed by the actuaries.

The total cost of providing this analysis function will be

.

SPECIFIC COST INFORMATION OF CONCERN TO THE SUBCOMMITTEE.
IJ. JUDICIAL RETIREMENT SYSTEM
1. A review and analysis of system investments, with

recomnmendations of aslternative funding mediums available, Cost ¢
perform study: .

2, Establish initial valuation assumptions relative to
mortality, disability, turnover, investment rerurn, and salary
increases. Cost to perferm study: .

3. Recommendations of actuarial funding methods and the most

effective approach to funding. Cost to perform study: .
4. Evaluation of the systen's current and projected
liabilities. Cost to perform study: .

5. Analysis of actuarial scundress of the svstem including
recommendation of appropriate changes. Cost to perform study:

-

6. What <cost savings would be realized by requiring a
reduction in retirement benefits of the menmber to qualify for
continued pension benefits for a beneficiary. Cost to perform
study: .

111, IOWA PUBLIC EMPLOYEES RETIREMENT SYSTEM

1. Disability for 1PERS. What additional cost as a dollar
figure and percentage of pavroll will be incurred to provide all
IPERS employces with disability benefits eqgual to either:

a., Disability benefits for state employees, section
79.20, Iowa Code 1977,
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b. Disability benefits similar to those provided peace
officers, section 411.6, Iowa Code 1977.

c. What reduction in contribution requirements will be
realized if all disability benefits are offset by social security
or a reasonable portion of social security benefits received for
disability.

Cost to perform study a, b and e¢: .

2, What are the current and projected 1liabilities of <the
system, What 1s the unfunded 1liability. Cost to perform the
study: .

3. Assuming all other benefits remain the same, what wi1ll be
the 1increased cost to the system for providing the following
alternative benefit increases {(including a description of the
assunptions made in determining costs):

a, Increase the pexcentage of final average salary {rom
40X to 427, 447, 46X, 487 or 50X%. Cost to perform study:

b. Provide for early retirement without loss of benefits
at age 62 or 60. 1s the current reduction in retirement benefics
of 6% per year for early retirement an accurate assessment of the
increased costs for early retirement? Cost to perform study:

c. Provide for retirement based upon length of service,
i.e. 35 years and out, or 30 years and out, Cost to perform study:

d. Provide for escalation of post retirement benefits
increasing benefits by consumer price index not to exceed cither
1%Z, 2%, 3% or 4%, Cost to perform study: .

4., What is the cost to allow retired or members of the former
public retirement system prior to 1953 to buy back retirement bene-
fits with contributions of accumulated contributions. Cost to per-
form study: .

iv, PEACE OFFICERS (Chapter 974, 1977 Towa Code}, POLICE AND FIRE
SYSTEMS (Chapter 411, 1977 lowa Code)

1. What savings would be 1realized by 1including peace of-
ficers, police and fire within social security and providing fox an
offset for all benefits received from social security against
existing pension and disability levels. Cost to perform study for

peace officers: . Cost to perform study for all police
and fire systems: .
2, Establish initial wvaluatien assumptions relative to

mortalicty, disability, turnover, investment return, and salaxy
incrcases. Cost to perform study for the peace officers system:
. Cost to perform study for the police and fire systems:

*




Page 5

3. Recommendations of actuarial fundfng methods and the most
effective approach to funding. Cost to perform study: .

4, Evaluation of the system's current and projected 1li~
abilities, Cost to perform study for peace officers retirement

system; . Cost to perform study for police and fire
systems: .
5. Analysis of the actuarial soundness of the system

including recommendation of appropriate changes. Cost to perform
study: .

V. Provide a <c¢omparison between the Iowa Public Employees'
Retirement System, the Judicial Retivement System and the Peace
Cfficers' Retirement System to compare to total average pension
benefirs earned to the total average contribution by the member.

Cost to perform study: .

Because funds are linmited, detailed cost studies may
necessarily be curtailed by fund limitations, for this reason
specific cost estimates for service are needed to afford the
subcemmittee the information wupon which to assess priorities and
select specific questions for analysis.

We agree to supply the above information not latery than 45
days after receipt of the basiec data necesary to perform the
actuarial study. This agreement is a firm offer and shall not be
withdrawn wunless a written request for withdrawal is received by
the committee prior to the date designated for opening bids. If
this bid is accepted, all additional costs in excess of this bid
Incurred by the Committee to provide services 1in accordance with
this Performance Specificiation for Services Quotation, which are
not performed by the bidder subamitting this bid, shall be <col-
lectible from the approved bidder submitting this bid together with
all legal expenses incurred in the collection process.

Authorized Signature

Firm Nanme

Address

Zip Lode




In addition to the information requested on the invitation
to bid, the committee would also like bids to compute the following
information for the Iowa Public Employees Retirement System:

1. The cost of providing increased benefits to IPERS retirees
as provided in Section 2 of Senate File 396, which is
enclosed. Cost to perform Study:

2. The cost of providing increased benefits to persons

retiring from IPERS after January 1, 1976 and before
January 1, 1976 as follows:

30%Z increase for those eligible retirees with 20 years
of service and an additional 1%% increase for each addi-
tional year of service up to a 45% increase for those
eligible retirees with 30 or more years of service.

Cost to perform Study:

3. Recommendations of funding methods for providing the
increased benefits and an analysis of whether a portion
of the cost could be taken from the fund and providing
for repayment of the unfunded liability over a twenty-
year period. Cost to perform Study:

We agrce to supply the above information not later than 45
days after receipt of the basgsie data necessary to perform the
actuarial sctudy. This agreement 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 bids. If
this bid is accepted, all additional costs in excess of this bid
incurred by the Committee to provide services in accordance with this
Performance Specification for Services Quotation, which are not per-
formed by the bidder submitting this bid, shall be collectible from
the approved bidder submitting this bid togethexr with all legal
expenses incurred in the collection process.

Avthorized Signature

Firm Name

Address

City State Zip Code
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