FINAL REPORT

LEGISLATIVE COUNCIL STUDY COMMITTEE
TO EVALUATE THE ARIZONA STATE RETIREMENT SYSTEM

January 1991



FINAL REPORT

LEGISLATIVE COUNCIL STUDY COMMITTEE
TO EVALUATE THE ARIZONA STATE RETIREMENT SYSTEM

January 1991



This final report of the Legislative Council Study Committee to Evaluate the Arizona State
Retirement System is submitted to the Speaker of the House of Representatives and the
President of the Senate pursuant to Laws 1989, Chapter 310, section 22.
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BACKGROUND

Laws, 1989, Chapter 310, provided for the establishment of a fifteen member study commiitee
to examine numerous issues relating to the Arizona State Retirement System (see
Attachment A). Specifically, the study committee was charged with examining the following:

1.

10.

11.

12.

J

ASRS’s current benefit structure, compared to benefits provided by other states
retirement systems and private pension systems.

The partial health and accident insurance premium payments authorized for ASRS
retirees with ten or more years of credited service and their dependents pursuant to Laws
1988, Chapter 307, section 1. :

The sufficiency of the statutes relating to the Arizona State Retirement System and Plan
and whether the existing statutes are being followed and implemented.

The composition, function and effectiveness of the Anizona State Retirement System
Board and the Investment Advisory Council.

The policies regarding post-retirement benefit increases for retired persons.

The policies regarding early retirement incentives and the feasibility of implementing a
corresponding actuarial reduction in benefits. :

Whether the present funding of the Arizona State Retirement System adequately ensures
that advanced funding of the system is provided on a sound actuarial basis.

The feasibility of requiring by legislation or rule a requirement that all proposed
retirement legislation be accompanied by actuarial cost estimates produced by an
independent actuary responsible to the Legislature, indicating the actuarial assumptions
used, the method used to compute the cost, the potential annual cost rates and the total
additional liability created by the proposal.

The present investment guidelines of the system with a policy goal of providing for
allowable investments in order to provide timely payment to the system’s beneficiaries
in their retirement.

The implications of continuing the state’s partial tax exempt status on pensions received
by retired ASRS members.

The feasibility of increasing benefits to future retirees to hold them harmless as a result
of taxing the benefits they receive on retirement.

Any other areas the committee determines is necessary in order to properly evaluate the
Arizona State Retirement System.



COMMITTEE PROCEEDINGS
The study committee held four public meetings as follows:

September 18, 1989 (See Attachment B)

At the study committee’s first meeting presentations were made to help familiarize committee
members with how the Arizona State Retirement System operates and compares with other
public pension plans. Mr. Michael Carter of the Wyart Company presented an analysis of
ASRS retiree spendable income. The analysis compared the spendable income of state retirees
after retirement with the income members were receiving before retirement to determine how
well the retirement plan is providing benefits to its members. Also, Mr. Ed Gallison, executive
director of ASRS, addressed the committee to both explain how the state retirement system
operates and how it compares with other states’ retirement systems, particularly with respect to
benefits. Both Messrs. Carter and Gallison concluded that ASRS compared favorably with
other states’ pension plans. The meeting concluded with Mr. Gallison and several other
members of the audience presenting their respective "wish lists" for proposed legislation during
the 1990 legislative session.

December 11, 1989 (See Attachment C)

The study committee’s second meeting focused on the retiree health insurance premium subsidy
benefit program. In 1988, the legislature passed a retiree health benefit to help offset increasing
health care costs for state retirees. To be eligible for the benefit, retirees had to have at least
ten years of credited service and be either enrolled in their former employers’ health care
coverage or join the coverage offered to retirees by the State of Arizona (FHP currently has the
state contract). Numerous technical and administrative difficulties arose with implementing the
benefit, thus causing a troubled first year for the program. The majority of complaints about
the program came from retirees concerned about: 1) administration of the program; 2) having
to have at least ten years of credited service; and 3) having to join the coverage offered by the
State (if they were not covered by their former employer).

Mr. Ed Gallison, Ms. Cathy McGonigle (DOA Personnel Director) and Mr. Bruce Bodaken
(FHP Regional Vice President) addressed the committee to explain: 1) why the problems arose
during the previous year; 2) what steps have been taken to ensure a smoother program year; and
3) how successful the program has been thus far. The general consensus from both those
making formal presentations and comments from the public was that the retirze health benefit
program is (after a "bumpy" start) working well. Concerns over retirees having to change
insurance carriers, in general, and concems with FHP, in particular, have been mitigated due
to better information provided to retirees about FHP. It was also explained that FHP’s rates
increased only 11% compared with health insurance increases over 20% nationwide. FHP
offers both indemnity and HMO coverage and was the only company to bid on both retirees
under and over age 65. There remained concern over the ten-years-of-service requirement and
several committee members and retirees stressed the need to proportionately reduce the health
benefit for retirees with between five and ten years of credited service.

Laws 1989, Chapter 310 authorized the committee to hire consultants for technical or legal
services as necessary and as approved by Legislative Council. During the second meeting, the
committee reviewed and adopted a proposal for consulting services submitted by the actuarial



firm of Kaufmann and Goble. Subsequently, on December 12, 1989, Legislative Council
approved the committee’s recommendation that the firm of Kaufmann and Goble be hired.
‘The consultants were directed to look at the items specified in Laws 1989, Chapter 310, with
the exception of item #2 (relating to the retiree health benefit program); item #3 (relating to
the sufficiency of statutes); item #8 (relating to an independent actuary responsible to the
legislature); items #10 and #11 (relating to the taxation of retiree pensions); and item #12
(relating to "other" areas). The committee capped the fee for consultant services at $57,820.

January 3, 1990 (See Attachment D)

The study committee met a third time to consider and adopt the following recommendations:

1L

Continue the work of the Legislative Council Study Committee to Evaluate the Arizona
State Retirement System through December 31, 1990.

(Co-chairman Hull explained to the committee that legislation conceming this
recommendation would not be necessary since she and President Usdane can reappoint
the committee on their own motion.)

Extend but reduce the partial health and accident insurance premium payments
authorized for retirees with ten or more years of credited service to retirees with five or
more years of service proportionately as follows:

5 to 5.9 years of service = 50% of the premium payment
6 to 6.9 years of service = 60% of the premium payment
7 to 7.9 years of service = 70% of the premium payment
8 to 8.9 years of service = 80% of the premium payment
9 to 9.9 years of service = 90% of the premium payment

Also, Mr. Gallison and Cathy McGonigle were instructed to determine whether
administration of the retiree health benefit should remain under the Department of
Administration or be transferred to the Arizona State Retirement System. The retiree
health benefit program was originally placed under DOA because it was incorrectly
assumed that the health insurance carriers covering active state employees would also
cover state retirees. After examining the issue, Mr. Gallison and Cathy McGonigle both
agreed that administration of the retiree health benefit program should be transferred to
the Arizona State Retirement System.

[Legislation was introduced during the 1990 legislative session to address these
recommendations and was subsequently signed into law (Laws 1990, Chapter 235)].

Extend the three percent "hold harmless" benefit increase enacted during the 1989
legislative session to September 15, 1990, retroactive to September 15, 1989. (This
benefit was provided to help offset taxation of retiree pension income enacted in response
to the US Supreme Court ruling in Davis v. Michigan.)

[Legislation was introduced during the 1990 legislative session to address this
recommendation and was subsequently signed into law (Laws 1990, Chapter 217)].
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December 5, 1990 (See Attachment E)

At the study committee’s fourth and final meeting, Messrs. Sidney Kaufmann and Don Hurtado
presented the findings and recommendations contained in their Final Report on the Study of
the Arizona State Retirement System (see Attachment F). Mr. Michael Carter, from the Wyatt
Company, was also asked to appear before the study committee to comment on the consultants’
report (see Attachments G and H). Co-chairman Hull explained to the committee and
audience that Messrs. Kaufmann and Hurtado were commissioned by the study committee to
evaluate the Arizona State Retirement System and Mr. Carter was asked by the State Retirement
System Board to respond to the consultants’ report. She noted, however, that it did not tum
into a case of "battling consultants." Instead, the focus of all three consultants’ work was an
emphasis on protecting and helping current and future beneficiaries of the State Retirement
System. Co-chairman Hull emphasized that this remains the objective of the study committee
and she hoped that this kind of cooperative effort was a signal of good things to come.

Following formal presentations, the committee received testimony from the public on various
aspects of the consultants’ report.

Following public comment, the committee considered each of the recommendations contained
in the consultants’ report and adopted this final report. The next section of this report
summarizes the recommendations adopted by the study committee. Staff was asked to draft
legislation accordingly.



RECOMMENDATIONS

The study committee voted on recommendations proposed in the consultants’ final report as
follows:

ITEM 1I: EXAMINE THE CURRENT BENEFIT STRUCTURE OF THE SYSTEM AND

COMPARE IT TO THOSE BENEFITS PROVIDED BY OTHER STATE
RETIREMENT SYSTEMS AND PRIVATE PENSION SYSTEMS

Recommendations

1

The Arizona State Retirement System Statement of Primary Intent presented in Figure
1 [of the consultants’ final report] should be incorporated into State Statutes.

Committee Action: Adopted, but amended to incorporate Michael Carter’s comments
concemning this recommendation. (Minority Report--Attachment I)

The definition of the Trust Fund Nature of the Arizona State Retirement System

presented in Figure 3 [of the consultants’ final report] should be incorporated into State
Statutes.

Committee Action: Adopted. Staff was asked to further consult with legal counsel
concerning this recommendation.

Future enhancements to the Arizona State Retirement System’s basic benefit plan and
structure should be consistent with the statutory Statement of Primary Intent (reference
Figure 1) [of the consultants’ final report].

Committee Action: Adopted. (Note, however, that the reference to Figure 1 is as
amended pursuant to Michael Carter’s comments.)

Amend the Arizona State Retirement System’s present joint and survivor annuity option
to eliminate the option to revoke the election under certain circumstances, and replace
this feature with a one-time election at retirement to take a [sic] actuarially reduced
benefit in favor of a "pop-up" option to provide for the circumstance of the survivor
annuitant dying before the beneficiary.

Committee Action: Adopted.

Major benefit enhancements should not be made to the Arizona State Retirement
System’s present benefit plan and structure. :

Committee Action: Did not adopt.
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The Arizona State Retirement System should regularly and frequently inform active
‘members about the availability of the supplemental, optional employee paid retirement
benefits programs available through their employers.

Committee Action: Adopted.

The Retirement Board should institute an aggressive public information/relations program
designed to bring about a greater awareness among employees, retirees, employers and
Legislators...of the excellence of the Arizona State Retirement System and its outstanding
retirement benefits as compared to other public pension plans and the private sector.

Committee Action: Adopted.

ITEM 4: EXAMINE THE COMPOSITION, FUNCTION AND EFFECTIVENESS OF

THE ARIZONA STATE RETIREMENT SYSTEM BOARD AND THE
INVESTMENT ADVISORY COUNCIL

Recommendations

1

A statutory limit should be placed upon the amount of time allowed for filling a vacancy
on both the Retirement System Board and the Investment Advisory Council.

Committee Action: Adopted.

Consideration should be given to increasing the term of the Investment Advisory Council
members to three, three-year terms.

Committee Action: Adopted.

The statutory experience qualifications for the members of the Investment Advisory
Council should be increased so that all members are required to have at least ten years’
experience as professionals in the investment management field.

Committee Action: Adopted.

Consideration should be given to providing representation on the Retirement Board that
would bring Legislative perspectives to the overall administration of the Arizona State
Retirement System (e.g., this Legislative perspective might be provided by designating the
chairman of the House Government Operations Committee and the chairman of the
Senate Finance Committee, and their successor committees’ chairman as advisory
members).

Committee Action: Adopted.



Consideration should be given to establishing a permanent, ongoing Public Employees
Retirement System Sub-committee to oversee all Arizona public employees retirement
systems, which could function as part of both the House Government Operations
Committee, and the Senate Finance Committee, and their successor committees.

Committee Action: Adopted.
In keeping with the definition of the Trust Fund Nature of the Arizona State Retirement

System as presented in Figure 3 [of the consultants’ final report], the Arizona State
Retirement System should have greater flexibility over its annual budget determination
and expenditures (e.g., exemption from the traditional budgetary review and approval,
and procurement authorities similar to that of the Arizona Public Safety Personnel
Retirement System; or optionally allowing full discretionary expenditure up to some
limitation such as a fractional percentage of total market value of assets).

Committee Action: Accepted for further study.

The Retirement Board should institute a formal, on-going professional development and
education program for all members of the Retirement Board, particularly in subjects on
public employees retirement systems administration, benefit planning and design,
actuarial valuation theory, investment management theory, the Arizona Legislative
process, and other appropriate subjects; and funds should be appropriated for this
purpose to be paid from the Administration Account of the Arizona State Retirement
System.

Committee Acﬁgn: Adopted, but amended to also include advisory members of the
board.

The Retirement Board, and the Director of the Arizona State Retirement System, should
institute a formal, on-going program for active participation by all Retirement Board
members and the Director in the various professional and trade organizations which are
relevant to the activities of a public employees retirement system; and funds should be
appropriated for this purpose to be paid from the Administration Account of the Arizona
State Retirement System.

Committee Action: Adopted.

Additional recommendations adopted by the study committee pertaining to Item 4:

1.

Several of the study committee members noted they had received letters and calls from
persons dissatisfied with recent activities of the ASRS Board. The committee directed
staff to look further at how various states’ retirement systems are administered.

The study committee also agreed that qualifications for the ASRS’s director need to be
prescribed in statute.



ITEM 5: EXAMINE THE POLICIES REGARDING POST RETIREMENT BENEFIT

INCREASES FOR RETIRED PERSONS

Recommendations

1

Future Post-Retirement Benefit Enhancements should be granted only if they are
consistent with the statutory Arizona State Retirement System Statement of Primary
Intent (reference Figure 1) [in the consultants’ final report].

Committee Action: Accepted for further study.

The Post-Retirement Benefit Enhancement Dedicated Trust Fund concept described in
Appendix 9 [in the consultants’ final report] should be statutorily implemented, with the
first annual distribution being made on July first of the first full year following
enactment.

Committee Action: Accepted for further study.

Statutorily require that future Post-Retirement Benefit Enhancements be granted only

if they can be funded via the Post-Retirement Benefit Enhancement Dedicated Trust
Fund (reference Appendix 9) [of the consultants’ final report]; and that Post-Retirement

Benefit Enhancements cannot be funded from increases in the contribution rate or from
the primary Public Employees Retirement Trust Fund.

Committee Action: Accepted for further study.

Consideration should be given to using part of the initial funding capacity of the Post-
Retirement Benefit Enhancement Dedicated Trust Fund to bring the old 1.2% and 1.5%
formula retirees’ benefits up to a benefit based upon the present 2.0% formula...if such
calculation would result in a benefit which exceeds the present benefit.

Committee Action: Accepted for further study (as to cost implications) and amended
as follows: the words "to using part of the initial funding capacity of the Post Retirement

Benefit Enhancement Dedicated Trust Fund" were deleted.

Statutorily provide for future Post-Retirement Benefit Enhancements being granted only
to those retirees who have reached age 65 and who have been retired for three or more
years.

Committee Action: Accepted for further study.

Statutorily prohibit future Post-Retirement Benefit Enhancements from being provided
on an equal, across the board, lump-sum dollar amount basis; and require that such
Post-Retirement Benefit Enhancements be based upon a percentage of retirement benefit
amount, or reflect years of service credit such as providing a fixed dollar amount per year
of service.

Committee Action: Accepted for further study.



Statutorily provide that future Post-Retirement Benefit Enhancements be granted only
as a percentage of the retirement benefit, and not as a fixed dollar amount...and granted
only within the funding availability constraints of the Post-Retirement Benefit
Enhancement Dedicated Trust Fund.

Committee Action: Accepted for further study.

ITEM 6: EXAMINE THE POLICIES REGARDING EARLY RETIREMENT

INCENTIVES WITH A PARTICULAR EXAMINATION ON THE
FEASIBILITY OF IMPLEMENTING A CORRESPONDING ACTUARIAL

REDUCTION IN BENEFITS

Recommendations

1. Early retirement incentives, such as the 2.2% retirement incentive window, should be
statutorily prohibited...unless it can be predetermined that the anticipated quantified
savings will be greater than the incentives’ costs to the Arizona State Retirement System
and, ultimately, to the employers and employees.
Committee Action: Adopted, but amended as follows: the words "statutorily prohibited"
were replaced with "discouraged."

2. The early retirement adjustment factors should be corrected to more closely reflect the

actuarial equivalent benefit.

Committee Action: Adopted.

ITEM 7: DETERMINE WHETHER THE PRESENT FUNDING OF THE ARIZONA

STATE RETIREMENT SYSTEM ADEQUATELY ENSURES THAT
ADVANCED FUNDING OF THE SYSTEM IS PROVIDED ON A SOUND
ACTUARIAL BASIS

Recommendations

L

The Arizona State Retirement System Primary Funding Qbjectives presented in Figure
2 [of the consultants’ final report] should be incorporated into State Statutes.

Committee Action: Adopted, but amended to incorporate Michael Carter’s comments
concemning this recommendation. (Note: The committee adopted the
minimum/maximum funding level concept in general, but felt that further study was
needed to determine what that funding level should be.)



Statutorily establish the objective of maintaining the Arizona State Retirement System’s
Actuarial Value Funding Ratio at a minimum funding level of 1.05 to provide a reserve
for contingencies and losses from unanticipated market and investment volatility.

Committee Action: Adopted with the following amendments: 1) the word "minimum"
was replaced with "target"; 2) the words "of 1.05" are stricken; and 3) the target funding
level is to be determined after further study.

The statutory, actuarially determined contribution rate should be constitutionally shielded
from legislated reduction.

Committee Action: Did not adopt.

Statutorily provide that any actuarially determined overfunding in excess of the Actuarial
Value Funding Ratio’s 1.05 funding level be annually transferred from the primary

Retirement Fund’s assets into the Post-Retirement Benefit Enhancement Dedicated Trust
Fund.

Committee Action: Accepted for further study.

Statutorily require that the Retirement Board contract for an investigation of the
mortality, disability, service and other experiences of the members and employers
participating in the Arizona State Retirement System as of the year ended June 30, 1991;
and that such experience investigation be conducted at least every four years thereafter;
and funds should be appropriated for this purpose to be paid from the Administration
Account of the Arizona State Retirement System.

Committee Action: Adopted, but amended to instead require such a study be done every
five years.

Statutorily require that when the effect of a change in the actuarial assumptions used
for the annual actuarial valuation of the Arizona State Retirement System causes the
contribution rate to change by more than +/- 30% of itself, that the Legislature, in
cooperation with the Retirement Board, commission an independent actuarial review of
the most recent experience study and actuarial valuation with the objective of validating
the changes in the actuarial assumptions; and funds should be appropriated for this
purpose to be paid from the Administration Account of the Arizona State Retirement
System. :

Committee Action: Accepted for further study.



Statutorily require that when the effect of a change in the actuarial assumptions used
for the annual actuarial valuation of the Arizona State Retirement System causes the
actuarial accrued liability to change by more than +/- 20% of itself, that the Legislature,
in cooperation with the Retirement Board, commission an independent actuarial review
of the most recent experience study and actuarial valuation with the objective of
validating the changes in the actuarial assumptions; and funds should be appropriated
for this purpose to be paid from the Administration Account of the Arizona State
Retirement System.

Committee Action: Accepted for further study.

Consider conducting an actuarial study to determine the feasibility and cost-effectiveness
of either fully or partially experience rating the contribution rates of the employers
participating in the Arizona State Retirement System; and funds should be appropriated
for this purpose to be paid from the Administration Account of the Arizona State
Retirement System.

Committee Action: Adopted.

Consider conducting an actuarial study to determine the feasibility and cost-effectiveness
of 100% employer funding of the Arizona State Retirement System, with the initial cost
to convert to this funding approach being paid via eliminating one, or more, of the next
employee pay raises; and funds should be appropriated for this purpose to be paid from
the Administration Account of the Arizona State Retirement System.

Committee Action: Adopted.

ITEM 9: EXAMINE THE PRESENT INVESTMENT GUIDELINES OF THE SYSTEM

WITH A POLICY GOAL OF PROVIDING FOR ALLOWABLE
INVESTMENTS IN ORDER TO PROVIDE TIMELY PAYMENT TO THE
SYSTEM’S BENEFICIARIES IN THEIR RETIREMENT

Recommendations

1

Consideration should be given to increasing the limit on foreign investments to 25% of
the Arizona State Retirement System’s assets, instead of entirely removing this restriction.

Committee Action: Adopted, but amended to specify that the limit be increased "up to"
25%.

Concurrent with the statutory implementation of this Report’s recommendations,

consideration should be given to complete recodification and simplification of the present
retirement statutes.

Committee Action: Adopted.



LIST OF ATTACHMENTS

Attachment A - Laws 1989, Chapter 310

Attachment B - Study committee minutes of September 18, 1989

Attachment C - Study committee minutes of December 11, 1989

Attachment D - Study committee minutes of January 3, 1990

Attachment E - Study committee minutes of December 5, 1990

Attachment F - Final Report on the Study of the Arizona State Retirement System prepared
by Kaufmann and Goble Associates in association with Cyberserv International

Attachment G - Comments on the Post Retirement Benefit Enhancement Concept prepared by
the Wyatt Company

Attachment H - General Comments on the Kaufmann/Cyberserv Study prepared by the Wyatt
Company

Attachment I - Minority Reports



4 4]

ATTACHMENT A

Conference Engrossed

ISSUED BY
. JIM SHUMWAY
Soang " Arizona SECREVARY OF STATE

Thirty-ninth Legislature
First Regular Session
1989

Chapter 310
SENATE BILL 1129

AN ACT

RELATING TO PUBLIC OFFICERS AND EMPLOYEES; PRESCRIBING CONDITIONS UNDER
WHICH A SURVIVING DEPENDENT OF A RETIRED MEMBER OF THE STATE RETIREMENT
SYSTEM MAY CONTINUE TO OBTAIN GROUP HEALTH AND ACCIDENT COVERAGEss
PRESCRIBING ELIGIBILITY OF UNIVERSITY EMPLOYEES FOR HEALTH AND ACCIDENT
INSURANCE; PRESCRIBING CHANGE IN CALCULATION OF TOTAL EMPLOYER
CONTRIBUTION TO RETIREMENT PLAN; PRESCRIBING DUTIES OF THE DEPARTMENT OF
ADMINISTRATION; PRESCRIBING DEFINITIONS; PRESCRIBING PAYMENT OF GROUP
HEALTH AND ACCIDENT INSURANCE PREMIUMS FROM THE STATE RETIREMENT PLAN;
PRESCRIBING CREDIT FOR MILITARY SERVICE; PRESCRIBING CHANGE IN CALCULATION
OF EMPLOYER CONTRIBUTIONS TO ELECTED OFFICIALS' RETIREMENT PLAN;
PRESCRIBING CHANGE IN EMPLOYER AND EMPLOYEE CONTRIBUTIONS TO THE PUBLIC
SAFETY PERSONNEL RETIREMENT PLAN; PRESCRIBING REINSTATEMENT OF SURYIVING
SPOUSES' PENSIONS PREYIOUSLY TERMINATED BY REMARRIAGE; PRESCRIBING PAYMENT
AMOUNTS; PROVIDING FOR TRANSFER OF CREDITED SERYICE BETWEEN RETIREMENT
FUNDS UPON CHANGE OF EMPLOYMENT, PROYIDING ANNUAL BENEFIT INCREASES FOR
EMPLOYEES ON PERMANENT DISABILITY; PRESCRIBING PAYMENT OF GROUP HEALTH
INSURANCE FOR MEMBERS, SURVIVORS, AND DEPENDENTS; PRESCRIBING ELIGIBILITY
FOR A NORMAL RETIREMENT PENSION FOR MEMBERS OF THE CORRECTIONS OFFICER
RETIREMENT PLAN; PRESCRIBING CERTAIN EMPLOYER AND MEMBER CONTRIBUTIONS TO
THE CORRECTIONS OFFICER RETIREMENT PLAN; PRESCRIBING RECALCULATION OF
BENEFITS OF CERTAIN MEMBERS OF THE ARIZONA STATE RETIREMENT PLAN WHO
RETIRED BEFORE A CERTAIN DATE AND RECALCULATION OF THE BENEFIT PAYMENTS TO
MEMBERS AND BENEFICIARIES; PRESCRIBING A PERMANENT BENEFIT INCREASE OF TWO
PER CENT OF THE BASE BENEFITS FOR PERSONS RECEIYING RETIREMENT BENEFITS ON
OR BEFORE A CERTAIN DATE; PRESCRIBING RETROACTIVE TAX BENEFIT EQUITY
ALLOWANCES; PRESCRIBING NORMAL RETIREMENT BENEFIT AMOUNT; PRESCRIBING
REDUCTION IN STATE AID TO SCHOOLS; ESTABLISHING A LEGISLATIVE COUNCIL
STUDY COMMITTEE ON THE STATE RETIREMENT SYSTEM; PRESCRIBING MEMBERS,
PURPOSE, REIMBURSEMENT OF EXPENSES, STAFFING, AND A REPORT; PRESCRIBING
LEGISLATIVE REIMBURSEMENT TO  STATE RETIREMENT SYSTEM; PRESCRIBING
AUTOMATIC TRANSFER OF CERTAIN EMPLOYEES FROM THE ARIZONA STATE RETIREMENT
SYSTEM TO THE CORRECTIONS OFFICER RETIREMENT PLAN; PROVIDING FOR



S.B.

1129

EXCEPTIONS; PROVIDING FOR TRANSFER OF ASSETS FROM THE ARIZONA STATE
RETIREMENT SYSTEM TO THE CORRECTIONS OFFICER RETIREMENT PLAN; MAKING
TECHNICAL CORRECTIONS; REIMBURSING AN ACCOUNT FOR CERTAIN  AMOUNTS
SUBTRACTED; PRESCRIBING A REPORT; AMENDING SECTIONS 38-651.01, 38-781.01,
38-781.05, 38-781.41, 38-810, 38-843, 38-855, 38-856, 38-857, 38-881,
38-885, 38-891 AND 38-901, ARIZONA REVISED STATUTES; AMENDING TITLE 38,

CHAPTER 5, ARTICLE 2.1, ARIZONA REVISED STATUTES, BY ADDING SECTION
38-781.42; AMENDING TITLE 38, CHAPTER 5, ARTICLE 4, ARIZONA REVISED
STATUTES, BY ADDING SECTION 38-846.03; AMENDING TITLE 38, CHAPTER 5,
ARIZONA REVISED STATUTES, BY ADDING ARTICLE 7; PROVIDING FOR CERTAIN

REPEAL, AND PROVIDING FOR CONDITIONAL ENACTMENT.

1 Be it enacted by the Legislature of the State of Arizona:

Sec. 22. Legislative council study committee on the statd
retirement system; purpose

A. A legislative council joint study committee on the state
retirement system is established consisting of five public members who are
knowledgeable in public or private retirement systems and are appointed
jointly by the president of the senate and the speaker of the house of
representatives, five members of the senate who are appointed by the
president of the senate and five members of the house of representatives
who are appointed by the speaker of the house of representatives. The
president of the senate and the speaker of the house of representatives
shall each appoint one member of the committee as cochairman.

B. The committee shall evaluate the state retirement system and its
structure, operation and accomplishments. In particular, the committee
shall examine:

1. The current benefit structure of the system and compare it to
those benefits provided by other state retirement systems and private
pension systems.

2. The partial health and accident premium payments authorized for
certain retired members of the Arizona state retirement plan and their
dependents pursuant to Laws 1988, chapter 277, section 3 and Laws 1988,
chapter 307, section 1. The committee shall also examine the effect on
the Arizona state retirement system and current retirees if the benefits
authorized pursuant to those laws were modified or eliminated but replaced
with another benefit program.

3. The sufficiency of the statutes relating to the Arizona state
retirement system and plan and whether or not the existing statutes are
being followed and implemented.

4. The composition, function and effectiveness of the Arizona state
retirement system board and the investment advisory council.

5. The policies regarding post-retirement benefit 1increases for
retired persons. -

6. The policies regarding early retirement incentives with a
particular examination on the feasidility of implementing a corresponding
actuarial reduction in benefits.

7. wWhether the present funding of the Arizona state retirement
system adequately ensures that advanced funding of the system is provided
on a sound actuarial basis.

8. The feasibility of requiring by legislation or house and senate
rule a requirement that all proposed retirement legislation be accompanied
by actuarial cost estimates produced by an independent actuary responsible
only to the 1legislature indicating the actuarial assumptions used, the
method used to compute the cost, the potential annual cost rates and the
total additional 1iability created by the proposal.
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9. The present investment guidelines of the system with a policy
goal of providing for allowable investments in order to provide timely
payment to the system's beneficiaries in their retirement.

10. The implications on continuing the state tax exempt status on
pengions received by retired members of the Arizona state retirement
system,

11, The feasibility of 1increasing benefits to future retirees to
hold them harmless as a result of taxing the benefits they receive on
retirement.

12, Any other areas the committee determines is necessary in order
to properly evaluate the Arizona state retirement system.

C. Members of the committee are not eligible to receive
compensation but are eligible for reimbursement for expenses pursuant to
title 38, chapter 4, article 2, Arizona Revised Statutes.

D. The committee shall provide a report of its findings and any
recommendations to the president of the senate and the speaker of the
house of representatives on or before December 31, 1989,

E. The staff and the actuary employed by the Arizona state
retirement system shall provide the committee with any necessary technical
services. The committee may use personnel employed by the legislative
council for necessary technical, administrative and operational services
and, with the approval of the legislative council, may hire consultants
for technical or legal services as necessary from monies appropriated to
the legislative council. The 1legislature shall appropriate necessary
monies to reimburse the 1legislative council for the hiring of the
consultants from the Arizona state retirement system fund.

(SECTION 22 OF LAWS 1989, CHAPTER 310 ONLY)
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THE LEGISLATIVE COUNCIL STUDY COMMITTEE
TO EVALUATE THE STATE RETIREMENT SYSTEM

DATE: Monday, September 18, 1989
PLACE: House Hearing Room #3

The meeting was called to order at 9:40 a.m. by Speaker Hull, Co-chair,
and roll call was taken:

MEMBERS PRESENT:

Speaker Jane Dee Hull, Co-chair Senator Jeff Hill
Representative Nancy Wessel Senator Jones Osborn
Representative Susan Gerard Senator A.V. "Bill" Hardt

Lowell Sutton
Alan Maguire

Richard Smith
William Adler

MEMBERS EXCUSED:

Senator Doug Todd, Co-chair
Senator John Mawhinney
Representative Carmen Cajero
Darrell Guy

Mrs. Hull asked the private sector members of the Committee to introduce
themselves and give their backgrounds:

WILLIAM ADLER, an insurance agent with New York Life, stated he works in
the pre-retirement planning area and spent a great amount of time working
with people in State Retirement as a consultant.

LOWELL SUTTON said he had worked in the retirement area for 40 years in
Arizona and South Dakota. Now retired, he was the former Administrator
for the Public Safety Personnel Retirement System, the Judges’ System and
the Elected Officials’ System for 18 years.

ALAN MAGUIRE explained he was formerly the active employee on the State
Retirement Board and Deputy State Treasurer for Arizona. He is currently
working for Rauscher, Pierce, Refsnes, Inc., an investment banking firm.

RICHARD SMITH, Chairman of the Department of Finance at Arizona State
University, stated he was involved in a market valuation study of the
State Retirement Plan last spring.
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Mrs. Hull explained that DARRELL GUY is President of the Arizona Education
Association.

Mrs. Hull stated the following areas the Committee would be considering:
1. Maximizing Benefits - how to best invest Retirement System monies.

2. Permanent COLA - one that would not bankrupt the System, perhaps
patterning it after the Public Safety System.

3. Sufficiency of the Statutes - statutes need to be recodified and
rewritten. '

4. Board Membership, Powers and Duties - review the Legislative Council
Study of 1983. )

5. State’s 5-Year Contribution - how it affects the Retirement System.

6. Davis Michigan Case - what to do for future State retirees in light of
that decision.

7. Health insurance.
8. DOC Transfer to Separate Retirement Group - lack of health benefits.

Mrs. Hull introduced Senator Webster from Missouri, who was in attendance
to Tearn more about the Arizona Retirement System.

MICHAEL CARTER, an Actuary with the Wyatt Company, presented an Analysis
of the Arizona State Retirement System Spendable Income (copy filed with
original minutes). He explained how the Arizona System stands relative to
other public and private sector systems.

Mr. Carter explained that the Spendable Income Analysis compares the
spendable income of a retiree after retirement with the income that member
was receiving before retirement, to determine how well a retirement plan
is providing benefits to its members. He stated the factors used in
determining pre-retirement spendable income are the social security tax,
federal tax, state contributions and tax, work-related expenses, and
personal savings.

Mr. Carter pointed out that the Arizona Retirement System does not have an
automatic cost-of-living increase like some states, but rather depends
upon the Legislature to provide increases. The only inflation protection
the retiree has is provided by Social Security.
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Richard Smith inquired whether the Analysis considered a married couple
situation in addition to a single individual because the cost adjustments
would be higher as a result of reducing a married couples’ child rearing
expenses. Mr. Carter explained that the retiring employee would have
already adjusted their life style before retiring.

Regarding private savings, Mr. Smith noted they were taken out before
spendable income in figuring the pre-retirement spendable income but
nothing was factored back in for the post-retirement figure. Mr. Carter
explained it would typically be assumed they would cover post-retirement
medical expenses.

Representative Evans asked if the graphs were based on projected unit
credits. Mr. Carter stated there was no relevance in terms of the
benefits being delivered because the contribution level does not impact
the level of the benefits, however the reverse is true.

Mr. Adler asked what the impact would be since he assumed the report was
based on option 1, which is the maximum benefit under the Plan and did
not take into consideration any of the other six options. Mr. Carter
confirmed option 1 was used because in typically doing a spendable
analysis you look at what the normal option would be. Mr. Adler said he
would disagree and the dollar amount could range from 15% to 20% less.

In response to Speaker Hull, Mr. Carter explained the study was not
prepared with any preconceived notion. He said the System inquired and
he had heard that other systems do spendable income analyses from time to
time.

Speaker Hull asked if a past study, instead of a future analysis, wouldn’t
show the Legislative increases of $40.00 to 3% over the last 10 years.
Mr. Carter stated it would be correct that ad hocs would show up and maybe
it wouldn’t look as serious, however, ten years ago we were experiencing
double digit inflation and even the ad hocs did not keep up.

Speaker Hull inquired what percentage of working income retirement is
based on. Mr. Carter stated the figure used most often is 70% of gross
pre-retirement income.

Mr. Carter explained that the average retiree today receives $25,000 per
year, has 22 to 26 years of service and is 62 years of age. He said
there are also a number of people retiring with less than $25,000 income
and less than 25 years of service.

Mr. Carter exp]éined that the Arizona Retirement System is a defined
benefit system and an individual takes a reduction in benefits if they
retire early.
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Mr. Carter, in reviewing the charts contained in the Wisconsin Report,
explained that private sector retirement benefits in general are lower
than the public sector because private sector plans are generally non-
contributory, the cost being totally the obligation of the employer. He
pointed out another reason for lower benefits in the private sector is
that you would typically expect higher pay in the private sector while the
public sector employee makes less money but is provided more security in
post-retirement years.

Representative Evans noted a number of states were using investment
experience and inquired whether a projected 8% investment which realized a
10% return would net a 2% adjustment. Mr. Carter responded if the actual
investment return exceeded the assumed investment return, yes it could be
used to provide benefits or to decrease the contribution rate.

Mr. Adler asked if there were any states that vest. Mr. Carter explained
in the Arizona program, as is typical with other states, five or more
years of service are considered vested and may draw a retirement benefit.
If the employee elects to withdraw, they are forfeiting the state-provided
benefit. He said most private sector plans have also moved to a 5-year
vesting provision.

ED GALLISON, Director of the State Retirement System, explained how the
Arizona State Retirement System operates and compares to other states.

He referenced the Wisconsin Study (filed with original minutes) as being
right to the point. He explained the purpose of a retirement system is to
attract competent employees to the public sector. He explained the
handout entitled Section L - Statistical Tables (filed with original
minutes).

Mr. Gallison stated the State Retirement agenda was as follows:

1. Automatic COLA (cost of living adjustment) - it is the biggest gap
between Arizona’s System and others around the country.

2. Equity in the System - retirees feel the Legis]atufe went back on a
promise.

3. Health Insurance - consideration of the ten-year eligibility provision.

4. Administration of Retiree Insurance - look at effectiveness from the
retirees perspective.

5. Davis/Michigan Case - assure future retirees an equal increase.

6. Funding - problem with volatility in contribution rates; look at
vested employee contribution rate.
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7. Investment Advisory Council - they would like to make a presentation
before the Committee regarding amendments to the statutes on removal of
restrictions on certain assets.

8. Indemnification of Council Members - liability problem; consider how
other states address it.

9. Procurement Code - possible exemption.

Mr. Gallison, in summary, stated that as far as benefits go, Arizona does
not compare favorably with other states, however, 1looking at the
contribution rate as compares to other states, it’s a bargain. He
stressed that retirees do not like change; they want consistency.

Representative Gerard questioned how many "double-dippers" the Arizona
Retirement System had. Mr. Gallison said they did not have any figures,
but thought it was a small percentage.

Representative Evans inquired if all of the inequities within the System
had been taken care of in regard to peopie who fell through the cracks.
Mr. Gallison said all of the extreme cases had been but there were other
problems they don’t know how to address because of the differences in
when they retired, their base salary, and their age when they retired.

Senator Osborn, with respect to the COLA, questioned whether any
characteristics had been developed to initiate it. Mr. Gallison said they
had not settled on any formula which would be appropriate but they had
done cost analyses in the past on some types of COLAs. His personal
preference would be to see an actuarial funded plan.

Representative Wessel asked if there were any figures available on how
many people opted for early retirement. Mr. Gallison said they are still
counting, but he would gquess by the end of the window, November 15,
between 3,500 and 4,000 would retire out of 8,500 eligible. In response
to Rﬁpresentative Wessel, he added that the majority of them were school
teachers.

Senator Hardt asked Mr. Gallison if he had changed his mind about the
fixed contribution. Mr. Gallison responded he hadn’t but thought it
presented problems because when politics are involved with contributions,
rates change.

Senator Osborn stated that most of the State’s ad hoc changes had been in
the area of benefit increases. He questioned how the employee
contribution rate would be affected if all of those were dropped and a
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permanent actuarial funded COLA were instituted. Mr. Gallison stated it
would basically be experience related because you would see just the

types of changes that would take you from last year’s rate to this year’s
rate.

Speaker Hull thanked staff for the information they had compiled for the
Committee members and said they would be sending Committee members the ASU
study and the Legislative Council study. She told the members to call her
office with anything they wanted included on the next agenda.

DR. ROBERT J. LETSON, Legislative Chairman of CARE (Coalition of Active
and Retired Employees) expressed the following concerns of the CARE Board:

1. COLA - need to address equity of the Plan and System.

2. Health Insurance - strongly support the continuation of the benefit
for employees and dependents as it was passed.

3. Tax Equity 3% Provision - feel the provision of law contained in the
retirement section was a contractual agreement that their benefits
would not be taxed.

4. Integrity of the System - want the Legislature to maintain an actuarial
required rate, whatever that might be.

DOROTHY KRAUSE, President APEA/AFSCME, representing the AFSCME Retirees,
expressed the following concerns:

1. Opposed to allowing the Legislature to simply remove funds as if they
were a savings and loan association.

2. Need escalator for retirees with more than 45 years credited service,
which Legislature did not enact last year.

3. Need annual automatic increases. Twenty states have a cost-of-living
adjustment built into the System.

4. Institute a 3% hold harmless clause for all persons employed before
September, 1989 who subsequently retire, to fulfill what they believe
is the state’s contractual agreement.

5. Normal retirement should be reduced to 85.

6. Correctional officers must have parity in the 3% hold harmless and
health insurance benefits.
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7. Juvenile Corrections employees must be properly covered by their
current retirement system when the Department of Corrections splits in
1990.

8. Turn accumulated unused sick leave into retirement service credit.

9. Employee contribution to Retirement System must be at a fixed fair
level.

Representative Wessel questioned Ms. Krause’s rationale for wanting to
reduce normal retirement to 85. Ms. Krause responded it would give those
people who have put in the time the benefit of retiring and give employers
the opportunity to replace higher pay level employees with people at a
lower pay scale. Mrs. Wessel pointed out that employees want to work

longer these days.

Speaker Hull adjourned the meeting at 12:00 noon.

ectfully submitted,
]

Rosetta B. Cutty
Committee Secretary
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Minutes of the

LEGISLATIVE COUNCIL STUDY COMMITTEE
TO EVALUATE THE STATE RETIREMENT SYSTEM

December 11, 1989
Senate Hearing Room 2
The meeting of the Legislative Council Study Committee to evaluate the State

Retirement System was called to order at 9:45 a.m. by Co-chairman Todd.

Members Present

Senator Osborn Representative Cajero
Senator Hardt Representative Evans
Co-chairman Todd Representative Gerard

Representative Wessel
Co-chairman Hull

William Adler
Darrell Guy
Alan Maguire
Richard Smith

Members Absent

Senator Hill
Senator Mawhinney
Lowell Sutton

Others Present

(See attached sign-in sheet)

The following corrections were made to the minutes for the meeting of September
18, 1989:

Page 5, the fourth paragraph, line 2, strike "not"
Page 6, in the paragraph numbered "5", strike "85" and insert "80"

Speaker Hull made a motion that the minutes of September 18, 1989 be approved
as corrected. Representative Wessel seconded the motion. The motion carried.

Edwin C. Gallison, Director, Arizona State Retirement System, gave the
legislative history and background of the retiree medical insurance program.
Mr. Gallison stated that in 1988, SB 1235 was introduced as a "$35 across the
board participation” in group health insurance plans, with a benefit to be
provided from the retirement fund for retirees with ten or more creditable years
of service in the plan. Also introduced in the House of Representatives was a
companion bill to SB 1235. Mr. Gallison explained that during this time, the
Department of Administration (DOA) was receiving bids for group insurance plans
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which allowed retired State employees to participate at their own cost, however,
DOA found they were experiencing drastic rate increases, especially from the
indemnity carriers. Mr. Gallison gave the Committee examples of the rate
increases. In regard to these increases, Mr. Gallison further explained the
ramifications for the retirees. As a result, SB 1235 was amended and passed
the Legislature containing the provisions that a single under 65 benefit would
be $95 a month and a single benefit would be $65 a month.

Mr. Gallison further explained that with the passage of SB 1235 (Laws 1988,
Chapter 277), it was understood they would be looking at that "family of
insurance carriers" that the State had contracted with to also provide insurance
for other retired members of ASRS. Mr. Gallison said in addition to the passage
of SB 1235, HB 2143 was introduced that provided assistance for financing
premiums for dependents. Mr. Gallison gave the figures for the companion
benefits and stated that the benefits were designed to "hold harmless" the
retirees from the rapidly increasing health insurance premiums. After the
passage of HB 2143 (Laws 1988, Chapter 307), DOA assumed they would contact
those carriers and there would be an open enrollment period with an effective
date of January 1989. Mr. Gallison informed the Committee that the carriers
responded to DOA with "no way." Mr. Gallison stressed that since DOA was
mandated by legislation to provide a plan, the premium structure had to be
redesigned and a bidding process put in place to select a carrier. Mr. Gallison
testified that finally a carrier was selected by mid-October, which left very
lTittle time to provide information on open enrollment to the retirees.

Mr. Gallison stated that as of November 19, out of nearly 35,000 retired members
and their beneficiaries, there are 25,800 that are eligible for the health
insurance benefits. Mr. Gallison pointed out that in addition to the DOA plan,
the ASRS will pay the benefits if a member is eligible to participate in a former
employer’s group plan. Mr. Gallison informed the Committee there are 4,078
members that are participating and that are also eligible for other plans and
10,300 participating through DOA. Mr. Gallison noted that these are not all FHP
participants, but also those that are retired State employees and continue to
participate in the other plans in which they are eligible. Mr. Gallison
concluded that in total, the ASRS is paying a benefit for 14,380 retirees out
of 25,802 eligible retirees. Mr. Gallison emphasized that this does not include
any activity from the open enrollment period they are experiencing right now.

Mr. Gallison estimated there are 67 per cent of those eligible receiving benefits
from the legislation and roughly 6,000 that are in the category with five to nine
years of service and feel they have vested rights after five years of service.
Mr. Gallison stated the cost of prorating the benefit for the five to nine year
category would be relatively Tow. Mr. Gallison informed the Committee that this
leaves only 500 retirees that are not eligible for some assistance in their
health benefits. Mr. Gallison emphasized that the plan enacted by Arizona is
the envy of other States.

Mr. Gallison further informed the Committee that the cost actuarially to fund
the plan for this year was less than four-tenths of one per cent for both the
employee and employer and for next year it will be less than three-tenths of one



Legislative Council Study Committee Page 3
to Evaluate the State Retirement System
December 11, 1989

per cent. Mr. Gallison concluded that ASRS is presently paying almost $1.5
million per month for those participating in other employer plans and almost $1
million per month for those participating through DOA.

In response to Senator Todd’s questions, Mr. Gallison explained that ASRS is
basically both a payroll service/funding agent. Mr. Gallison stated that for
those participating in other plans, the ASRS pay those employers the appropriate
amounts toward their participants’ medical costs. For participants covered
through DOA, the ASRS withholds the difference from retirement checks in addition
to paying the amount that is due. Mr. Gallison emphasized that ASRS is not
involved in the administration of the insurance contract.

Speaker Hull asked if a check was simply issued to a retiree, would that money
be taxed. Mr. Gallison answered that any time there is a cash benefit, it would
affect a person’s income tax.

Representative Cajero questioned Mr. Gallison if the retirees were to receive
a check, would they be free to pick their own carrier. Mr. Gallison answered
that the representatives from FHP would have to answer that, but it was his
opinion that this would dilute the entire underwriting process.

Discussion ensued regarding the prorating of benefits for the approximately 6,000
retirees who are vested with five to nine years of service. Mr. Gallison stated
that the cost would be six one-hundredths of one per cent, for a total of nine
one-hundredths of one per cent.

Regarding the 4,000 members that Mr. Gallison testified were being paid through
their former employers, Mr. Adler asked if that was a trend that appeared to be
decreasing as far as employer participation and their payments are concerned.
Mr. Gallison answered that the numbers have been increasing as new retirees enter
the eligibility field, but he sees the trend reversing because those employers
are becoming more reluctant to cover retirees.

Cathy McGonigle, Assistant Director, Personnel Division, Department of
Administration, testified to the Committee that the role of DOA is to procure
the insurance coverage and to administer it at affordable rates. Ms. McGonigle
informed the Committee that the number of retirees has increased in the plan from
2,000 to approximately 15,000 State retirees and their dependents. Ms. McGonigle
stated that this year the open enrollment process was easier, because of advance
planning. Ms. McGonigle gave information on a consumer awareness committee that
has been established to meet with FHP. In regard to retirees being provided the
money or subsidy to enable them to chose their own insurance carrier, Ms.
McGonigle stressed that from DOA’s perspective the viability of the program needs
to be considered.

In response to Senator Todd’s questions, Ms. McGonigle stated that FHP did the
majority of the work on the open enrollment publicity program, but it was a
collaborative effort with DOA and ASRS.
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Bruce Bodaken, Regional Vice President, FHP, Inc., reviewed the background of
FHP and their involvement with the retiree program. Mr. Bodaken testified that
FHP Health Care is one of the largest federally qualified health maintenance
organizations in the United States and was founded in Long Beach, California in
1961 and now has over 500,000 members. Mr. Bodaken informed the Committee that
in 1982 Medicare selected FHP to be the first HMO in California to offer an
alternative to traditional Medicare through a Medicare risk contract with the
Federal government - called the FHP Senior Plan. Mr. Bodaken stated that FHP
came to Arizona in 1985, and now Arizona has a membership of nearly 60,000
members. As a result of Arizona’s most recent open enro]]ment there is a
currently a retiree membership of approximately 14,000.

Mr. Bodaken stated that in 1988 FHP responded to the request for proposals issued
by the State for the retiree program. Mr. Bodaken outlined the reasons that FHP
was chosen by the State for the program and distributed to the Committee
information on the options that are available to the retirees (Attachment A).
Mr. Bodaken informed the Committee that FHP issued a newsletter to all retirees
to notify them of the open enrollment period and met with thousands of retirees
throughout the state and enrolled over 8,000 retirees.

Mr. Bodaken related the problems that were encountered in 1988 with having only
three weeks to conduct open enrolliment for the retirees. Mr. Bodaken stated that
at the request of DOA, the enrollment period was extended for two weeks to
further accommodate the retirees. Mr. Bodaken emphasized that FHP and the State
did everything they could within the time frames allowed to assure the retirees
that there was an FHP option which allowed them to stay with their previous
physician, i.e., the indemnity option, but still there was confusion. Mr.
Bodaken informed the Committee that FHP has maintained a close working
relationship with DOA and ASRS and their hard work has paid off. Mr. Bodaken
said that out of a membership base of 14,000 members, only five retirees have
"dropped" from the program.

Mr. Bodaken noted that the rate increase that FHP offered for the retiree
program, effective January 1, 1989 was only 11 per cent and that is well below
other insurers. Mr. Bodaken pointed out to the Committee that FHP was the only
company willing to bid on both the under age 65 early retirees as well as the
over 65 population and without this program, many retirees would have a difficult
time finding insurance at a reasonable rate. Mr. Bodaken conc¢luded that FHP was
committed to the State of Arizona retiree program and stressed the importance
of continued cooperation between FHP, ASRS, DOA and the Legislature.

Discussion ensued between Senator Osborn and Mr. Bodaken regarding underwriting
insurance for large groups. Senator Osborn commented that he had the impression
from Mr. Bodaken’s testimony that the larger the group for underwriting, the
lower the rates would be. Mr. Bodaken explained that their largest group is the
Medicare risk group, but FHP receives reimbursement for this program from the
Federal government, and although Arizona’s retiree program was their largest
account in Arizona, at this time there was not enough experience with this
account to give an accurate answer to Senator Osborn’s questions.
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In response to questions from Representative Cajero, Mr. Bodaken answered that
all hospitals in Pima County will accept FHP reimbursement for the indemnity
option, but on the HMO plan there is a provider list for doctors and hospitals.

Representative Gerard stated that she had the impression from her constituents
that the HMO was the only option available. Mr. Bodaken replied that the HMO
was an easier process, with less paper work to complete.

Mr. Adler asked Mr. Bodaken what the effect would be should an option be allowed
for members of the ASRS to opt to have payments made directly or indirectly
through increases in compensation so they can insure themselves with their own
carrier. Mr. Bodaken expressed great concern and stated that each category, over
65 and under 65, would have their own difficulties in obtaining coverage, with
emphasis on the high cost and eligibility problems that would be encountered.

Mr. Adler asked Mr. Bodaken to explain the concept of "adverse selection." Mr.
Bodaken stated that any time you underwrite an insurance product, you "get the
good with the bad" and usually with a large enough account there should be
reasonable rate increases, but if there is a smaller population that is in a
high risk category, it is called "adverse selection." Mr. Bodaken stated that
if a number of retirees opted out of the program, with the possibility that those
retirees were the healthiest, that would leave the highest risk retirees in the
account and this would have an impact on the rates or perhaps the insurer’s
ability to make the program work.

Representative Wessel asked Mr. Bodaken why the five members out of 14,000 left
the program. Mr. Bodaken answered that two of the five had alternative coverage,
and he would have to obtain the remaining information for her at a later time.

Speaker Hull explained for those present that she would be making a motion for
the Committee to go into a session to discuss the hiring of an actuary. Speaker
Hull stated that the retirement bill allowed for an actuarial study to be
conducted and as the retirement system is extremely complicated to understand,
the Committee felt they could use professional help in evaluating the system.
Speaker Hull added that public testimony would be heard by the Committee after
this session was completed.

Speaker Hull made a motion that pursuant to section 38-431.02, subsection D,
A.R.S., an actual emergency exists and that a meeting be held immediately for
the purpose of considering and making a recommendation regarding the hiring of
a consultant for the Legislative Council Study Committee to Evaluate the State
Retirement System. Representative Wessel seconded the motion.

Senator Todd informed those present that the Committee members were the only ones
that were allowed to ask questions of the Staff and participate in the discussion
as a result of Speaker Hull’s motion.
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Speaker Hull added that the reason this was taking place so quickly was because
the study would be conducted through Legislative Council and the Legislative
Council meeting was scheduled for tomorrow.

The motion carried.

Lisa Hardy, House Research Analyst, gave a brief explanation of the procedures
that took place to locate a actuarial firm to conduct the study of the State
retirement system. Ms. Hardy stated that Speaker Hull and Senator Todd met with
several actuaries that were recommended and decided on the firm of Kaufmann &
Goble. Ms. Hardy reviewed for the Committee the firm’s qualifications.

Ms. Hardy briefed the Committee on the proposal received from Kaufmann & Goble
and stated that it corresponded to the items that are set forth in SB 1129 (Laws
1988, Chapter 310), except for items 2, 10 and 11.

Senator Todd said that one of the goals of the study was to compare Arizona’s
retirement system to other systems and Kaufmann & Goble, among other
qualifications, have a broad background in that area.

Mr. Adler pointed out that since the Committee was scheduled for sunset at the
end of this month and given the amount of money involved for the study, should
the Committee’s actions be contingent on the Committee’s extension?  Senator
Todd answered that extending the Committee by legislation was the plan, but if
the legislation did not survive, the two respective standing committees that deal
in retirement could benefit from the study. Senator Todd added that the Speaker
of the House of Representatives and Senate President could also name a Committee.

In response to questions from Senator Hardt, Speaker Hull stated that two actuary
firms were considered and Kaufmann & Goble had the most impressive credentials
with a willingness to work with legislative staff and the firm would be able to
have information prepared for the Committee by February.

Ms. Hardy informed the Committee that the total cost of the study represented
a 35% reduction from the original proposal from Kaufmann & Goble, which was
originally $87,325 and now is a minimum of $57,820, with a maximum of $64,275.

In response to questions from Representative Cajero, Speaker Hull stated that
th legislation states that any studies were to be conducted through Legislative
Council and financed by the retirement system. Speaker Hull added that some of
the concerns of retirees will be addressed by this study and listed 1) the COLA
issue in comparison with other states 2) the early retirement issue and 3)
whether the present funding adequately ensures that there is a sound actuarial
basis. Speaker Hull stated that a suggestion has been made to attach an
actuarial statement to legislation if it relates to retirement.

Speaker Hull made a motion that the Study Committee to Evaluate the State
Retirement System recommend to Legislative Council that the Committee contract
with Kaufmann & Goble to perform the actuarial work. Representative Wessel
seconded the motion.
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Speaker Hull stated that she had been informed that a cap needed to be
established for the study and included in her motion.

Speaker Hull restated her motion that the Study Committee to Evaluate the State
Retirement System recommend to Legislative Council that the Committee contract
with Kaufmann & Goble to perform the actuarial work and that a cap be set at
$57,820. The motion carried.

Senator Todd stated that the Committee would now return to the regular meeting
and public testimony would be heard.

Dr. David Smith, Chairman, Coalition of Active & Retirement Members (ASRS) Care,
testified that his organization supported the current benefit for retirees and
supported expansion to include retirees with five to nine years of service on
a reduced benefit basis.

Marie Galloway, Assistant Finance Director, Payroll Department, Tucson Unified
School District, informed the Committee of the problems her department encounters
with the program. Ms. Galloway stated that there were communication problems
and explained the billing problems the payroll department had to handle.

Senator Todd informed Ms. Galloway that this was significant information that
should be discussed with DOA or FHP.

Dorothy Krause, President APEA/AFSCME Retiree Chapter, testified to the Committee
that she is in favor of providing benefits on a siiding scale to those with five
to ten years of creditable service.

Mrs. G. Leon, a retired educator, distributed to the Committee copies of a Health
Insurance Summary Report (Attachment B). Ms. Leon stated that she was a member
of FHP. Mrs. Leon stated confusion over the operation of the health insurance
premium program through the retirement system.

At the request of Senator Todd, Hattie Blanco, Key Account Executive, FHP,
answered Mrs. Leon’s questions. Ms. Blanco stated that FHP markets a product
called a Senior Plan. Ms. Blanco explained that FHP enhances the program from
Medicare. Ms. Blanco said that with the Senior Plan, FHP is paid directly by
the Federal government and is only available in Maricopa and Pima Counties.

Abraham Baum, a State retiree, informed the Committee that he was a State retiree
with seven years creditable service and he felt that the State program was
unfair to the retirees with five to nine years of creditable service. Mr. Baum
emphasized that in regard to funding assistance, all retirees should be treated
fairly.

Mary C. Bishop, representing herself, asked the Committee for information on an
employee who retires when open enrollment is not being held. Mrs. Bishop was
informed that when an employee retires it automatically makes that employee
eligible for the retirement program.
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Professor Leonard Kazmier, College of Business, Arizona State University,
distributed to the Committee a Position Paper (Attachment C). Professor Kazmier
testified on behalf of State employees who were involuntarily transferred from
the old retirement system to the new system on July 1, 1981. Professor Kazmier
informed the Committee that ASRS currently is calculating old-system benefits
based on the reduced account balances, and thereby was depriving the transferred
employees of the legislative commitment that there would be no reduction in
benefits resulting from the mandated transfer. Professor Kazmier suggested a
revised procedure for calculating the benefits under the old system would fulfill
the commitment from HB 2453 (1980).

Representative Cajero asked if the members from the old system received one more
check per year than the new system retirees. Professor Kasmier stated that he
did not know at this time. Senator Todd stated that the Committee would ask Mr.
Gallison to answer that at a later time.

Representative Evans requested that the Committee and Staff look into the
Department of Corrections (DOC) retirement system and the problems that were
encountered when DOC shifted from the State retirement system to their own plan.

Senator Todd stated that the Committee would try to meet again before the end
of this year to review rough drafts for legislation to be introduced in the next
session.

The meeting adjourned at 11:50 a.m.
Respectfully submitted,

Qlnosred oy N

Charmion Billington, Secrétary

(Attachments on file with original minutes)
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Minutes of

LEGISLATIVE COUNCIL STUDY COMMITTEE
TO EVALUATE THE STATE RETIREMENT SYSTEM

January 3, 1990
Senate Hearing Room 2
Senator Todd, Co-chairman, called the meeting to order at 9:40 a.m.

Members Present

Senator A.V. "Bill" Hardt Representative Carmen Cajero
Senator Jeff Hill Representative Henry Evans
Senator Jones Osborn Representative Susan Gerard
Senator Doug Todd, Co-chairman Representative Nancy Wessel

Speaker Jane Dee Hull, Co-chairman

William Adler
Darrell Guy
Alan Maguire
Richard Smith
Lowell Sutton

Members Absent
Senator John Mawhinney
Others Present

See attached sign-in sheets.

CHRISTOPHER SMITH, Legislative Research Analyst, explained the draft final report
(copy filed with original minutes). He added any Committee recommendations
resulting from today’s meeting would be included in the final report.

Senator Osborn questioned section [.2. regarding the effect on the Retirement
System of modifying or eliminating benefits. He stated he did not understand
the "but" and asked if it was being added as one of the options. Christopher
Smith explained the language was taken directly from S.B. 1129 and was the order
the committee was charged with. He added there were discussions last year in
the conference committee about perhaps eliminating the health insurance premium
subsidy, however he explained you cannot take away a benefit without consent.
He concluded this is a discussion of replacing those benefits with equivalent
benefits.

Senator Todd explained the procedure to be followed by the Committee members
would be to recommend the continuation of the committee and to prepare a bill
for possible introduction.

Representative Evans stated two additional areas needed to be addressed: the 5
to 9 year retirees and the DOC transfer.
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Representative Evans moved that staff be instructed to prepare legislation to
include on a sliding scale the 5 to 9 year retirees for supplemental medical
benefits.

Senator Todd reminded Committee members they were charged with responsibilities
within the Arizona Retirement System and that the Department of Corrections (DOC)
and others were outside the scope of this particular committee in its statutory
charge. He added the Committee has acknowledged that problems exist, but it
would be more appropriate for the DOC problem to be addressed in a piece of
legislation separately and not a recommendation from this Committee.

Representative Wessel seconded Mr. Evans’ motion.

Mr. Adler pointed out that the Committee members received a letter from a widow
which might fall under this part of the bill regarding extension of benefits.

Representative Evans’ motion passed by voice vote.

Speaker Hull explained that she and President Usdane had discussed reappointment
of the Committee until the consultant’s report is finished.

Speaker Hull stated they would have staff look at the letter from the widow.
She also explained that the Davis/Michigan Hold Harmless Benefit Increase had
been discussed and the consultants were looking at it and she thought it would
be wise to consider a one-time three percent increase.

Speaker Hull moved that the Committee draft legislation to include the three
percent hold harmless and make it retroactive to September 15, 1989.

Representative Gerard stated concern that the three percent would not allow
retirees to break even and more research needed to be done in this area.

Senator Todd asked that consideration be given to what the hold harmless does
to unfunded 1iability and added he would have no problem with the Committee
recommending it be included in the proposed legislation for consideration.

Representative Gerard seconded Speaker Hull’s motion.

Mr. Adler stated he had reviewed last year’s actuarial report and the three
percent adjustment cost approximately $80 million, at a difference of about .41%
on the rate.

Senator Todd stated the average overall cost of living is about 2 1/4% for an
average retiree which does not take into consideration other sources of
retirement income.

Representative Evans emphasized that the Committee should be very careful when
adjusting some of the retiree benefits because of the possibility of people

e T B I S A e
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losing other state benefits because of the increase in income and suggested that
the Retirement Board take a look at those caps.

Senator Hull’s motion passed by voice vote.

Representative Gerard asked if there was anything in the proposed report that
addressed the issue of whether or not the Retirement Fund is overfunded. Senator
Todd explained the consultant would be addressing that question in detail.

Christopher Smith explained that the Committee is charged with looking at the
current benefit structure of the System and the consultants will be, without
question, looking at that very carefully. He added there is no question the Fund
is overfunded by actuarial definition, but rather given the actuarial status of
the Fund, there are some who see the potential for increased benefits on one side
and others see the potential for reducing the contribution.

Representative Gerard asked if the issues of valuation methods would be
addressed. Mr. Smith stated there was no doubt in his mind those would be
addressed.

Representative Evans stated he would like the actuary to look at the direct
correlation between the growth of the Plan and the net return on the funds put
in years ago, because the actuarial input today had nothing to do with the
actuarial input years ago.

Senator Todd, in response to Mr. Guy, explained that the recommendations
considered at this meeting are ones that will be in the final report of the
Committee as statutorily composed and the recommendations would then be acted
on by the legislative body. He added the Committee today will finalize the
action of the Committee and its final report, and subject to the action of the
President and Speaker, the Committee would continue in some form.

In response to Sénator Hardt, Senator Todd explained the reason for this meeting
is to recommend legislation from those areas we have looked at and need to be
addressed. :

LISA HARDY, Legislative Research Analyst, asked if the Committee wanted the
proposed legislation as an attachment to the final report or merely noted.
Senator Todd asked it be written as an attachment.

Senator Todd explained that the proposed legislation attached to the final report
would be in rough draft form.

Speaker Hull noted that she was in possession of the letter Mrs. Dickey wrote
and would give it to staff for review and possible consideration by the
Committee.

ROBERT LETSON, representing CARE/VARA, stated CARE feels all employees should
be granted the three percent, including those operating under the law of tax-
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exempt provisions. He said the State had passed a three percent tax equity which
was supposedly to be paid by the State of Arizona, but is being paid by all of
the employers and employees who are not going to receive any of the tax equity.

Speaker Hull stated her recommendation was to take care of employees retiring
this year which would be a part of legislation this session. She added that is
a court case and emphasized that the Legislature did not tax retirees, the
federal courts changed the system.

JEAN MANDELL, wife of a retired teacher, stated she sent a letter to the members
of the Committee and would like that letter considered.

Senator Todd thanked all the members of the Committee and stated they would be
called upon again.

Speaker Hull thanked the Committee members and stated the Committee would be
continued until they received the consultant’s report.

The meeting adjourned at 10:20 a.m.
ectfully submitted,

(R i

Rosatta B. Cutty '?}
Committee Secretary
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MINUTES OF MEETING
LEGISLATIVE COUNCIL STUDY COMMITTEE
TO EVALUATE THE STATE RETIREMENT SYSTEM
December 5, 1990

Speaker Hull, Cochair, called the meeting to order at 1:45 p.m. in
Hearing Room 2 of the House of Representatives.

Members present : Members absent:
Senator Hill Senator Mawhinney
Representative Gerard Senator Hardt
Representative Evans Representative Wessel
Senator Todd Representative Cajero
Speaker Hull Senator Osborn

Mr. Sutton

Mr. Maguire

Mr. Smith

Mr. Guy

Mr. Adler

Speaker Hull gave opening remarks and a brief background of the
Legislative Council Study Committee to Evaluate the State Retirement
System which was provided for by Laws 1989, Chapter 310 to be
comprised of 15 members. She stated the committee held three public
meetings, i.e., September 18, 1989, December 11, 1989, January 3, 1990
and this meeting held today, December 5, 1990. She sincerely thanked
the many people who diligently worked on this committee and assisted
the members in gathering badly needed information. The net results of
this meeting would not have been made possible without the assistance
of many, along with their suggestions .and evaluations.

The Speaker then briefly discussed the agenda by stating the first
presentation of the draft report will be given by Sidney Kaufmann of
Kaufmann and Goble Associates and Dr. Corydon Hurtado of Cyberserv
International Co. The Speaker announced there would be an insert to
the agenda. Since the agenda had already been printed, in order to
legally add to the agenda, I will read the following statement which will
appear in the minutes of this meeting: "Pursuant to A.R.S. 38-431.02,
subsection H, Mr. Carter’s comments will be expanded to include a
response to the consultants’ report, in general, rather than be restricted
to comments on the Postretirement Benefit Enhancement concept.” She
stated that Mr. Carter had looked at the report and the committee would
like his comments. She asked for objections. There being none, this
item is added to the agenda.



The Speaker continued addressing the agenda. After presentations to
the committee there will be public comments, and then there will be
consideration or adoption of recommendations contained in the
consultants’ final draft report. At that time, she stated she would like
for the committee to go through these one by one, accept it, amend it,
and accept it as amended, or defeat it. The final motion will be an
adoption of the study committee’s report.

The Speaker then recognized Mr. Sidney Kaufmann and Dr. Hurtado
with Kaufmann and Goble Associates and Cyberserv International, Co.
respectively.

I'm Sydney Kaufmann and Dr. Corydon Hurtado is at the overhead
projector. Dr. Hurtado said what he was going to attempt today was to
place their study into perspective as authorized by SB 1129. There
were a number of items requested in that legislation but we were
retained only to address certain of those items: 1, 4, 7 and 9. He stated
they looked at a variety of previous studies and data and would not go
into detail on all items as it is outlined in their report. He continued to
outline where all of their material and computerized data was obtained
and how they incorporated it into their findings.

Dr. Hurtado continued at length to review the overhead projections on
the screen, a copy of which is on file.

Overhead #1 consisted of the cover sheet; #2 related to Study Authority
and Data Collecting Process; #3 - The Study’s Overriding Issues; #4 -
Recommendations Overview; #5 - The Strategic Objectives; #6 -
Strategic Objectives, continued. Some questions were asked throughout
the presentation, and responded to by Dr. Hurtado - including
overfunding in a few other states, and some review of their programs.
He stated that most of the questions asked are answered in the appendix
report. He encouraged members of the committee to look carefully at all
35 of their recommendations, which contain only 4 Postretirement
Benefit Enhancement Dedicated Trust Fund recommendations. There
are a great number of very important issues addressed in the 31
recommendations and it is hoped the attendees will give some
consideration to them and not focus their attention on Postretirement
Benefit Enhancement alone. Several recommendations have been made
to include in state statutes many very important things:

Definitions - intent of the retirement system - the trust fund nature of
the retirement system - primary funding objectives -to provide a
protective mechanism to the Postretirement Benefit Enhancement
Dedicated Trust Fund itself - and to provide an ongoing mechanism for
providing a better dialogue between the legislature and the retirement
board itself.



The other three strategic objectives were: 1. To bring about a greater
awareness among employees, employers and legislators of the excellence
of the retirement system and its outstanding benefits as compared to
other states. 2. To foster in the overall administration of the retirement
system consideration of concepts of moral obligations to the members -
equity in the way in which postretirement benefits are awarded and the
short and long range affordability to the members, employers and
taxpayers of all the retirement plan and benefit enhancements.
3. Market demand and evaluating the need for benefit plan
enhancements and the concept of employing alternative forms of
employee benefit programs to reduce the ultimate taxpayer burden.

Some discussion ensued with reference to the various figures and
statistics that had been given and Mr. Kaufmann clearly stated to the
committee that we do not have final solutions for the committee, we only
have given you our recommendations and a legitimate starting point for
initiating a program and once and for all putting to bed the issue of
how much money is available from the performance of the system to the
high cost of living benefits. $400 million in a 105% ratio is not the final
solution. It was the one we felt comfortable with in making our
recommendations to you. We don’t want to imply that this is the only
way of addressing this issue.

Mr. Adler inquired as to what will happen that will no longer require
$400 million of overfunding to be available for the fund. And, what
effect will transferring $400 million have on the contribution rate,
because that money will no longer be available? Dr. Hurtado responded
by saying the $400 million of overfunding will have the impact of
removing $400 million from the resources of the retirement system in
terms of providing for the ongoing funding of the benefits that are
mandated by law. There is a question that once that $400 million is
specifically earmarked for retiree benefits it will not be available for any
other purpose other than postretirement benefit enhancements.

Mr. Adler stated that in a recent Wyatt report it indicates that a 5 year
history of the system did not realize overfunding until 1987. Prior to
that there was an underfunding and there was no relation to assets. My
question is, for what reason in your estimation have the actuaries built
in an overfunding situation over the last 3 years and why don’t we need
it anymore to the extent we can transfer the money into a separate
fund?

The Speaker stated this is a legislative study and in the end the
decisions will be made by the legislature as to whether they want to
retain overfunding or not. This is a policy decision and we need the
input of this committee but there are approximately 85 more members
of the legislature who have their opinions.

3



Mr. Kaufmann stated we are paying $300 million a year as of June 30,
1989 in retirement benefits. What we tried to do was to make different
scenarios available to give you an idea as to how long we think, within
an acceptable range, we might run that postretirement benefit fund
under different scenarios. Mr. Kaufmann further stated that he would
caution everyone that in looking at the exhibits that give rise to the
summary results that you realize them as not only absolutes but more
as indications of approximately how this fund would work. Certainly it
will change based on the underlying demographics of the system itself,
the rate of new members coming into the system and who subsequently
retire, but we feel this is a legitimate exercise that will enable you, the
audience, and the study group to realize the various impacts of running
down a PRBE at different rates. I can’t suggest to you the right
approach. I can suggest to you that my absurd example of 133% COLA
in the first year is not the right approach.

Mr. Evans stated that he had seen a table revealing 29 other states that
have a PBRE, or perhaps it was 29%. Mr. Kaufmann stated his belief
that 29 other states do not have a PRBE. California, however, operates
similarly to our plan. In most states, if they have a COLA, it is most
likely to be automatic. Discussion continued, mostly reiterating previous
points made. Statistics were again reviewed.

Senator Todd was recognized. He asked Dr. Hurtado to comment on the
politics and other aspects of dealing with this matter of ownership of the
overfunded dollars. I believe you attributed this to retiree contributions.
Dr. Hurtado stated he did not have the statistics to be specific, however,
because of salaries going up dramatically it could be that maybe they
didn’t contribute as much as the current active members. Discussion
continued. It was suggested that the actuaries take an active part in this
area. Figures were produced based on the actuarial assumptions. Mr.
Sutton stated that the Public Safety retirement actuaries generate this
type of information every 5 years, based on length of service, amount
of contributions, etc. Mr. Kaufmann stated that the Wyatt Company has
published the numbers that relate to the portion of the assets that reflect
retiree contributions, liabilities, employee-employer contributions, roughly
40-30-30%.

Speaker Hull inquired how many states’ retirement funds are in serious
trouble besides the state of Massachusetts, how many states’ retirement
funds are now being totally funded by state contributions because there
is no money to pay out benefits and of those states how many of those
states have COLAS. Dr. Hurtado stated this information is contained in
Appendix 2 and he will collate the information for her.
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Mr. Kaufmann was recognized. He stated he is trying to get some kind
of comparison between the cost of getting the PRBE dedicated trust fund
started and the cost for a more traditional permanent automatic type of
COLA. He referred the members to Figure 4 on the 4th page following
page 31, to an overhead which showed data creating this draft and
information derived from the Wyatt study report projecting the cost for
the 3.5% capped COLA being provided every 2 or 3 years projected
through the year 2013. He continued to discuss these numbers and
figures.

The Speaker asked Mr. Kaufmann if he would once again go over some
of the findings and legislative recommendations and then have Mr.
Carter speak. She specifically wanted him to review the purpose behind
the fund, which is not legislatively addressed. Mr. Kaufmann said one
of the things they have attempted to do with the recommendations in
Figures 1, 3 and 4 is to provide a frame of reference within which the
retirement system is administered and in which the benefit
enhancements are awarded. Figure 1 statements put into focus really
what is the purpose of the retirement system - what it is supposed to
achieve. Figure 2 focuses attention on the primary funding objectives of
the retirement system and Figure 3 defines the retirement system
properly as a trust fund, and incorporates the definition into state
statutes. Dr. Hurtado added additional comments defining the three
items more explicitly. It is felt that state employees should be
encouraged by the retirement system to complete a full 30-year service
career and discourage early retirement and to encourage extended
employment. We believe the fiscal liability of the retirement fund in the
long run is attendant and closely aligned to career retirement. He then
discussed years of service compared to how much retirement
compensation is received, etc. Many concepts of this subject were
discussed, i.e., social security, etc. He continued discussing Figures 2 and
3 at length.

Mr. Kaufmann stated that what is contained in the above referenced
subjects is not earmarked toward one constituency or another. It is
viewed from the standpoint of what overall will provide something
reasonable to active employees measured against retired employees,
understanding that in any retirement system there is no equity. Nothing
is fair in a retirement system.

The Speaker then stated that the committee will go over all of the
recommendations that have been discussed. Some are simple and
understandable, others are controversial. Later on during the meeting
each item will be gone over thoroughly again and if there is agreement
they will be accepted. If not, a vote will be taken and any disagreements
will be entered.



The Speaker then recognized Mr. Carter of the Wyatt Company who
gave two presentations - one regarding the enhanced benefits and one on
the whole consultants’ report. The Speaker stated that for purposes of
legality in rules, we do have a quorum present therefore this committee
can vote on the proposed recommendations.

Mr. Carter addressed the committee and stated he welcomed the
opportunity to return to Arizona - he loves our state. Concerning the
PRBE concepts, he referred to the report that was presented to the
ASRS Board on November 16th. The PRBE concept is a funding
methodology to provide future nonguaranteed cost of living adjustments.
Reference nonguaranteed, from a member’s viewpoint, a permanent
guaranteed COLA is definitely the preferred approach and this provides
nonguaranteed COLAS and there is a funding impact on the ASRS. In
essence, the program would transfer, actuarial gains would transfer
investment gains from the main plan to the PRBE account whenever this
105% ratio is exceeded. This means the regular contribution rate to the
ASRS will not decrease as it has in the past due to favorable experience.
Therefore the PRBE process is not a free ride and is not a no cost item.
He stated that the ability to grant future benefit improvements in the
ASRS will be impaired by the transfer mechanism since those gains have
been transferred out of the main account. The full cost of that change
will have to be absorbed through changes in the contribution rate.

Mr. Carter said they did do some calculations as to what impact this
initial $400 million transfer would cause under the current funding
provisions, the statutory provisions of the ASRS. The contribution rate
would be about 1% higher after the transfer of the $400 million. It
would be about a 25-28% increase in the contribution rate. If this
committee approves the PRBE concept and legislation is drafted, there
are several items that we believe need to be clarified in the statutes. He
stated that the definition of the actuarial value funding ratio (105%)
criteria, needs to be defined by statute. If the 70% concept is included,
then gross income needs to be tied down. Does gross income mean
interest in dividends only or does it include realized gains? On the fixed
income side, what about the accrual of discount and the amortization of
premium in the bond purchase price? These need to be clarified so there
is no misunderstanding.

Mr. Evans inquired of Mr. Carter about the portfolio transferring the
$400 million. If, for some reason, those stocks or whatever jump up to
$500 million we will have to determine what is going to be distributed -
the actual gross income and not the increase in that particular portfolio,
is that correct?

p . 5 . . . - -
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Mr. Carter responded by saying "Yes, this is my point." The statutes
need to be clarified and clearly indicate what is meant by gross income.
Does that include realized gains, unrealized gains and unrealized losses?
If legislation is drafted, those types of issues will need to be addressed.

Senator Todd said that should a system similar to the PRBE follow our
actions here, some definitions of what needs to be included and excluded
in the computations certainly should be part of this statute.

Some discussion continued. Mr. Carter referred to the projections in
Appendix 10. The fund would not be depleted in 23 years and the
annual payout would exceed 70% of the income of that fund. Mr. Carter
continued with statistics from the report. Mr. Carter stated that a
question arose as they read the report. If the intent is that the
investment be primarily fixed income in nature, that system employees
would be folded into the PRBE account, then the Legislative Council
should be encouraged to look at the legal constraints involved as the
system retirees do have certain guarantees.

Senator Todd advised Mr. Carter this is the subject of considerable
discussion right now between myself, staff, attorney general’s office, etc.

Mr. Carter stated that they would encourage only one trust fund with
separate accounting. Mr. Kaufmann and Dr. Hurtado concurred with
this recommendation.

Senator Todd referred to a statement made by Mr. Carter of the future
benefit improvement. Assuming that something like this is going to
come about, you said "Future benefit improvements in the ASRS may
become almost impossible due to interaction of PRBE funding
mechanism, etc." He asked for the reasoning behind the statement.
Some discussion continued between Senator Todd and Mr. Carter. Some
examples were discussed, i.e. health insurance premium supplement,
implemented by the legislature two sessions ago. This supplement
extended that availability to people who have retired with 5-9 years of
service.

Mr. Adler inquired of Mr. Carter about a study made concerning the
possibility that within the next 20 or so years at the present funding
level that the contribution level would zero out. Mr. Carter stated there
was an asset liability study performed in 1989 and that study did in fact
show there was a probability that continued investment gains could be
generated to such an extent that contributions to the system could be
eliminated. There was also a probability this would not happen. Mr.
Adler then said the 105% would virtually eliminate any probability or
possibility that could ever happen. Mr. Carter said it is a fact that if the



105% transfer mechanism is implemented there would always be a
contribution rate applicable for the ASRS.

Mr. Carter continued by referring to Recommendation #4, Section 1,
Page 1, and concurring with this recommendation. Other
recommendations may be found in the report handed out prior to the
meeting by the Wyatt Company dated November 29, 1990. There needs
to be a greater awareness of the ASRS.

Mr. Carter further stated that the Wyatt Company would concur on
Section 2 of the report, Recommendation #6, that the ASRS should have
greater flexibility over its annual budget determination and expenditures.

Representative Evans was recognized. He stated that in Appendix 6-4 it
shows that Arizona is running 5th in the percentage of assets and 1st in
benefits and he felt that this reflects that Arizona’s programs are
working well. Mr. Carter stated that the Director of the ASRS currently
sits on the Executive Committee of one of the national organizations, so
the ASRS does participate in ongoing programs. If the intent of the
recommendation is to encourage continued participation, that would
certainly be appropriate.

Mr. Carter then referred to early retirement incentives being eliminated,
section 4 of the report. The authors have taken the position that they
should be eliminated. Our comment would be, fully understanding the
significance of what that would involve, that it is contrary to the general
trends within the benefit industry. Oftentimes it is in the best interests
of the public employer to encourage some early retirement and that is
the purpose of the early retirement subsidies and windows. True, early
retirement adds something to the cost. A portion of the 3.82% of pay
that is being contributed into this system is to pay for the subsidized
early retirement. Using the 105% criteria for the actual value funding
ratio again we would hope that that term be clearly defined in statute
so that whatever triggering mechanism is developed, there can be no
misconception as to when it is to be applied and not applied. In
connection with the PRBE concept we would suggest that the 105% level
become a maximum level rather than a minimum. Section 5 statutorily
requires an experience study every 4 years. We would concur with the
suggestion that actuarial assumptions should be based on an experience
study. If you have a statute provision we might suggest a 5 year period
rather than 4 year period.

Mr. Carter referred to Recommendation #6 which requires an
independent actuarial review any time a change in assumptions results
in an increase in the contribution rate of more than plus or minus 30%
or a change in the actuarial accrued liability more than plus or minus
20%. He felt it would be a conflict of interest for him to comment on
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whether or not there should be an independent actuarial review. He
did say, however, if such a provision is implemented I think there should
be exceptions to the plus or minus 30% rule.

Mr. Evans inquired of Mr. Carter if lowering the contribution rate would
serve as a statement of intent. Mr. Carter stated he would leave that to
the determination of attorneys.

Mr. Adler inquired of Mr. Carter whether his concern here in having it
defined as a trust fund has anything to do with a potential conflict with
the IRS. Mr. Carter replied in the affirmative and again stated nowhere
in the statutes is the trust fund defined. This plan is qualified under
Section 401.A of the Internal Revenue Code and this qualifies a plan
assuming that there is a trust and that it is qualified under Section 501
of the Internal Revenue Code.

Mr. Guy inquired of Mr. Carter if he would address the Investment
Advisory Council, about lengthening of the terms, increasing experience,
knowledge of incumbency, etc. Mr. Carter responded by saying I am an
actuary and employee benefit consultant. I am not an asset services
consultant and therefore this is not in my area to comment on
investment related items. Mr. Guy further inquired of Mr. Carter
whether there is any reason why a retirement system would not want to
be funded 100%. Mr. Carter said most retirement plans have that as a
goal - to be fully funded.

In the private sector, the IRS and Congress regulate the contribution
patterns in private sector plans and the concept of that regulation
defining minimum contributions requirements for private sector

- retirement plans to remain qualified is to reach a fully funded status.

Mr. Guy further inquired if there are any estimates of what the cost
would be if we do take all of the retirees and increase them to 2% per
year service. Mr. Carter stated they had not done those calculations.
The Speaker stated she believed that Mr. Kaufmann has done that and
will give them to Mr. Guy.

This concluded Mr. Carter’s presentation

The Speaker recognized Richard Zoller who stated he was appearing only
as a taxpayer. He stated he was an executive in investments for a firm
for over 20 years and is now a member of the Investment Advisory
Council of the ASRS. He felt that one of the most important things the
study pointed out from his perspective, and from the committee’s
perspective, in its recommendations for legislation is Figure 1,
particularly Item B. The primary purpose of the compensation plan is
to provide a total package. If you wish to provide on a competitive basis
then the consultants pointed out that this system does provide a very
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favorable retirement package already. If you start with the assumption
that the retirement system is part of the compensation package, then
that casts a question as to whether or not there should be any cost of
living increases. If the study could be faulted study in any place, it
would be where they pointed out the total retirement income but they
failed to actually include in the calculations social security, and we know
that social security has COLA.

The Chair then recognized Mr. Raymond Klein from Tucson. He stated
he was representing himself and is a member of the University of
Arizona Retirees’ Association. We believe that it is essential that the
trust fund nature of the ASRS funds be put into statute. We recommend
a one time adjustment for retirees who retired with a benefit calculation
factor below 2% which is in the report. We strongly support eliminating
early retirement windows, therefore we disagree with the Wyatt
Company. We agree fully that they create all kinds of inequities. The
proposal in this report does not guarantee any PRBE’s and we would
like a guarantee. The funding mechanism for the PRBE is inadequate
as shown by projections in Appendix 10.

Senator Todd recognized Mr. Ed Louttit, representing the University of
Arizona Retirees’ Association as Chairman of their Legislative Action
Committee. He stated that a letter had been written to legislators on
this committee which should be received in approximately one week,
which will outline the association’s goals (legislative) for 1991. We
would like to provide for a one time adjustment plan for retirees who
retire prior to the 1983 window or in 1984 to bring their pensions up to
that which they would receive had their benefits been calculated at 2%
per year of service. Cost of this should be borne by the ASRS assets.
The association would like to see an extension (not addressed in the
study) to future retirees a 3% tax equity provision to cover all service
credits earned prior to either January 1, 1989 or September 15, 1990 and
index the $2500 exclusion deduction from income to the COLA index.
We need an indexing of the exclusion deduction in an effort to offset the
effects of inflation.

Senator Todd recognized Mr. Robert Letson, a member of the University
of Arizona Retirees’ Association who commended the legislature on
setting up the study and appreciated having an opportunity to meet with
Dr. Hurtado to express our concerns. He said he used to teach statistics
for undergraduate students going into education and ranking is one of
the very basic statistics often used. There are two ways of ranking and
one incorrect way of ranking. This study uses the correct way. He then
continued explaining at length the "ranking" system and the advantages
and/or disadvantages thereto by quoting several examples and many
statistics.
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The Chair recognized Mayne Jamison, representing the Research Study
Committee of the Phoenix Retired Teachers’ Association. The
association has recently written a letter to each of you stating its
position. If there is an overfunded amount it’s because our older retirees
have been denied ability of their purchasing power. Over time we have
never received a COLA. The association opposes retirement incentives
because they create unfair retirement benefits and dilute the system’s
funding. The inevitable result of not having a COLA translates into
what would be a salary cut and incomes have constantly eroded and
should be corrected.

Senator Todd recognized Donald J. Shea, Chairman of the Coalition of
Active and Retired Employees of the ASRS, CARE. CARE has always
regarded the fund as a trust fund and thinks the report supports our
position on this. We feel that a COLA that is not based on ad hoc
increases by the legislature is a necessity. The report also mentions the
issue of equity for those people who retired years ago under formulas
much less favorable than exist at present. We believe this should be
addressed as well.

Senator Todd recognized Patricia Healy, state legislative chairman for
the Catholic Daughters of the Americas. About 15 years ago she
happened to be here as a legislative observer for the League of Women
Voters and remembers discussions about the retirees, and at that point
in time some of them were getting 50% per month. Her understanding
is that such an aberration has been corrected. At that time many years
ago people were contributing 7%, the employee contributed 7% (before
social security was that high) and the employer contributed 7%. That is
possibly how this great overfunded condition came about. Employers
still contribute 7% of taxpayers’ money. She objected: When you pay
compensation and you have expensed it out in your budget it’s not your
property anymore. It’s not the legislature’s property and it truly belongs
in this trust fund. You don’t count the social security and the
contribution rate is not 7% any more. Retirees now put in their money
at 7% and she feels the committee needs to be aware of that. She
thanked the committee and said the Catholic Daughters have a lot of
retired teachers and a lot of retired civil servants. The ASRS fund
certainly is not overfunded.

The Speaker expressed her appreciation to the speakers for their input.
She stated what we have is a list of recommendations and they have
been distributed to members of the committee. She expressed
appreciation to Mr. Kaufmann, Dr. Hurtado and Mr. Carter for the work
they have done and the information they have brought to us.

The Speaker then explained the procedure to be followed. Each
recommendation will be handled separately as many are very complex
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and complicated. If there is not an agreement, I believe we should move
to have that particular recommendation referred for further study, as the
legislature will continue their deliberations on the many aspects of the
report.

RECOMMENDATIONS:
ITEM 1:

Recommendation #1. Senator Todd moved that we accept
recommendation #1 with some amendments to include recommendations
suggested on Page 8 of Michael Carter’s comments: Mr. Evans seconded
the motion, and expressed a desire to incorporate some of Mr. Carter’s
comments in the recommendation. Mr. Maguire stated he had some
problems with this particular recommendation. The Speaker suggested
he present a written minority report to the committee. On voice vote
the motion to adopt recommendation #1 as amended by the inclusion of
Mr. Carter’s comments carried.

Recommendation #2. Mr. Evans moved that recommendation #2 be
adopted as written. Senator Todd seconded the motion. After some
discussion, Mr. Evans amended his original motion by including Figure
3 of the final report. Motion carried. It was also suggested that staff
consult with legal counsel with reference to this partlcular
recommendation.

Recommendation #3. Mr. Evans moved that recommendation #3 be
adopted. Senator T'odd seconded the motion. It should be noted that
the reference to Figure 1 is as amended pursuant to Mr. Carter’s
comments. After further discussion, the motion carried.

Recommendation #4. Senator Todd moved that recommendation #4 be
adopted as is. Mr. Sutton seconded the motion. Motion carried.

Recommendation #5. Senator Todd moved that recommendation #5 not
be adopted. Mr. Sutton seconded the motion. After considerable
discussion, the motion that recommendation #5 not be adopted carried.

Recommendation #6. Senator Todd moved that recommendation #6 be
adopted. Discussion followed with reference that this recommendation
should be related to "retirement" only and exclude any other annuities,
i.e., social security, tax shelter annuities, etc. The committee therefore
agreed to insert the word "retirement" before benefits. Mr. Adler then
seconded the motion. The motion to adopt #6 carried. The consultants
noted that their final report would include the word "retirement" under
this recommendation so the study committee could adopt the
recommendation without amendment.
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Recommendation #7. Senator Todd moved that recommendation #7 be
adopted. The motion was seconded by Mr. Evans. Motion carried.

ITEM 4:

Recommendation #1. Senator Todd moved that recommendation #1 be
adopted. Mr. Evans seconded the motion. Motion carried.

Recommendation #2. Senator Todd moved that recommendation #2 be
adopted. Mrs. Gerard seconded the motion. Motion carried.

Recommendation #3. Senator Todd moved that recommendation #3 be
adopted as is. Mr. Evans seconded the motion. Motion carried.

Recommendation #4. Senator Todd moved that recommendation #4 be
adopted. Mrs. Gerard seconded the motion. Mr. Adler inquired if this
item relates to the manner in which the board is established or is this
merely for the purpose of adding representation from the legislature,
without any voting privileges. The Speaker stated that according to an
Attorney General’s opinion legislators cannot vote as members of the
Retirement Board. They serve as ex-officio members only. Mrs. Gerard
stated that retirement issues will be assigned to the Government
Operations Committee, which she will chair, and she felt that it is
important to have a legislative person serve on the Board who is
knowledgeable on retirement issues. Motion carried.

Recommendation #5. Mr. Evans moved that we adopt recommendation
#5 as is. Mrs. Gerard seconded the motion. Motion carried.

Recommendation #6. Senator Todd expressed some concern with
reference to this recommendation. Mr. Adler suggested that this
recommendation be assigned to a study committee for further study. Mr.
Adler then moved that recommendation #6 be accepted for further study.
Mr. Evans seconded the motion. The Speaker stated she felt the
subcommittee to be assigned should come from the Government
Operations Committee. On voice vote, the motion carried.

Recommendation #7. Mr. Evans moved that we adopt recommendation
#7 as is. Senator Todd seconded the motion. Mr. Adler felt that the
motion should be amended to include "advisory board members of the
board." Mr. Evans amended his motion and the motion carried.

Recommendation #8. Mr. Adler moved that recommendation #8 be
adopted as is. Mr. Evans seconded the motion. Mr. Maguire expressed
opposition to the fact that the subject here is the composition and
effectiveness of the ASRS Board. A lengthy discussion ensued. Dr.
Hurtado stated that their study did included an exhibit which describes
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the make-up of other retirement systems which they had surveyed. He
further stated that in speaking with member groups they did not indicate
that they were not fairly represented. After considerable discussion
relating to many items, the motion to adopt recommendation #8 as is
passed.

Additional recommendations pertaining to Item #4:

1. Several of the study committee members noted they had received
letters and calls from persons dissatisfied with recent activities of the
ASRS Board. The committe directed staff to look further at how various
states’ retirement systems are administered.

2. The study committee also ag'reed that quahﬁcatlons for the ASRS’s
director need to be prescribed in statute.

ITEM 5:

Recommendation #1. Senator Todd moved that we adopt this
recommendation as amended because of the fact Figure 1 had been
amended and changed. Mr. Evans seconded the motion. Mr. Guy stated
that perhaps he had misunderstood, as he was of the impression that all
of the recommendations under Item 5 would be referred for further
study. Some discussion ensued and after further consideration Senator
Todd withdrew the original motion and moved that recommendation #1
be accepted for further study.

Recommendation #2. Senator Todd moved that recommendation #2 be
accepted contingent on further study. Mr. Evans seconded the motion.
Some discussion was held with reference to increasing the 1.2 and 1.5
rates to bring current retirees up. A paper on the monthly cost of this
will be presented. Senator Todd’s motion to accept for further study
carried on recommendations 2, 3, 5, 6 and 7.

Recommendation #4 was accepted for further study as to cost
implications only and was adopted but amended to delete the words "to
using part of the initial funding capacity of the Postretirement Benefit
Enhancement Dedicated Trust Fund."

ITEM 6:

Mr. Evans moved that recommendations #1 and #2 be adopted as is for
further study. Mrs. Gerard seconded the motion and stated she would
not ever vote again for another window. Mrs. Hull suggested that the
words '"statutorily prohibited” be deleted and insert the word
"discouraged”. In discussion, Mr. Adler suggested that possibly the
committee should discuss removing the education sector out of the
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retirement system. The motion to adopt recommendation #1 as
amended and recommendation #2 as is carried.

ITEM T

Recommendation #1: Senator T'odd moved to accept recommendation #1
and that it be amended to incorporate Mr. Carter’s comments on Page
8, Figure 2. Mrs. Gerard seconded the motion. After some discussion
the committee adopted recommendation #1 as amended to incorporate
Mr. Carter’s comments concerning this recommendation. Motion carried.
(Note: The committee adopted the minimum/maximum funding level
concept in general, but felt that further study was needed to determine
what that funding level should be.)

The Speaker by-passed recommendation #2 and discussed
recommendation #3. Senator Todd moved that the committee do not
accept recommendation #3. Mr. Evans seconded the motion. Mrs.
Gerard inquired as to the background of this recommendation. Mr.
Kaufmann stated this was suggested so as to protect the integrity of the
retirement fund. He further stated that the constitution provides that
the contribution rate will be determined by the actuary on an annual
basis, and they are recommending this mechanism whereby this portion
of law can not be overridden. Mr. Maguire stated he would support the
motion. The motion to not adopt recommendation #3 carried.

The Speaker then addressed recommendation #2. Senator Todd moved
that recommendation #2 be accepted with certain amendments. Mrs.
Gerard seconded the motion. In discussion, Mr. Guy referred back to the
report where this had been discussed and stated he must oppose the
motion unless there is something in there that allows for increased
benefits. Senator Todd suggested the word "minimum" be deleted and
the word "target" be inserted. The motion to adopt recommendation #2
as amended by inserting the word "target", striking the words "of 1.05"
and target funding level to be determined after further study, carried.

Becommendation #4. The Speaker stated she felt this recommendation
addressed Mr. Guy’s suggestion. @ Mr. Guy then moved that
recommendation #4 be accepted for further study. Mr. Evans seconded
the motion. Motion carried.

Recommendation #5. Mr. Sutton moved that recommendation #5 be
amended to require that a study be done every 5 years instead of every
4 years. Senator Todd seconded the motion. Motion carried.

Recommendation #6. Mr. Adler moved that recommendation #6 be
accepted for further study. Mr. Evans seconded the motion. Motion
carried.

15



Recommendation #7. The Speaker stated that she felt this
recommendation likewise would require more study by the Government
Operations Committee. Mr. Adler moved that recommendation #7 be
accepted for further study. Mr. Evans seconded the motion. Motion
carried. .

Recommendation #8. Senator Todd moved that recommendation #8 be
adopted. Mr. Evans seconded the motion. Motion carried.

Recommendation #9. Senator Todd moved that recommendation #9 be
adopted. Mr. Evans seconded the motion. Motion carried.

ITEM 9:

Recommendation #1. This recommendation relates to increasing the
limit on foreign investments to 25%. The Speaker stated she felt that
this had been discussed by either this committee or another committee,
who suggested the 25% needs to be increased. Dr. Hurtado stated they
did not feel that the 25% should be exceeded. Mr. Guy moved to accept
recommendation #1 and insert the words "up to" before the figure 25%.
Mr. Evans seconded the motion. Motion carried.

Recommendation #2. Senator Todd moved that recommmendation #2
be adopted as is. Mr. Evans seconded the motion. Motion carried.

Mr. Adler asked whether or not the legislature should have an actuary
to back up the ASRS actuary. Mr. Kaufmann responded by saying it
never hurts to have two opinions. Several closing remarks were made
by the committee members.

Senator Todd then moved to accept the final report to evaluate the ASRS
as it was distributed, along with the amendments and minority reports
thereto. Mr. Evans seconded the motion. Motion carried.

At 6:30 p.m. Mr. Evans moved that the meeting be adjourned. Senator
Todd seconded the motion. Motion carried.
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Dear Representative Hull and Senator Todd:

Transmittal formation

Kaufmann and Goble

Associares

ACTUARIES AND CONSULTANTS

Kaufmann and Goble Associates, in association with Cyberserv International Co., is
pleased to present this Final Report on the Study of the Arizona State Retirement System.
Our work was conducted in conjunction with the work of the Legislative Council Study
Committee as set forth in Items 1, 4, 5, 6, 7 and 9 of Senate Bill 1129. Our Final Report:

m Describes our Data Collection, Interviewing, and Data Analysis Processes.

m Presents comprehensive Displays, Exhibits and Summaries of the data we collected.

m Presents a review and discussion of the Findings associated with each

Recommendation.

Management Summary

Simply stated, we have made a number of important recommendations. These
recommendations are intended to achieve the following strategic objectives:

m To incorporate into State Statutes, a definition of the Primary Intent of the Arizona

State Retirement System.
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@ To incorporate into State Statutes, a definition of the Trust Fund Nature of the Arizona
State Retirement System.

m To incorporate into State Statutes, a definition of the Primary Funding Objectives of
the Arizona State Retirement System.

m To incorporate into State Statutes, a Protective Mechanism that will provide for the
maximum feasible security for the Arizona State Retirement System’s assets; and to
shield the assets from both wide swings in the investment marketplace, and from

capricious reductions in the statutorily required and actuarily determined contribution
rate.

m To incorporate into State Statutes, the Post-Retirement Benefit Enhancement Trust
Fund concept to provide a self-perpetuating and self-funding mechanism to provide
reasonable and affordable postretirement benefit enhancements without the
requirements of continually increasing contribution rates and placing the burden of
payment of current unfunded benefit enhancements upon future employees.

m To incorporate into State Statutes, an On-going Mechanism that will provide for
sufficient dialogue between the Legislature and the members of the Retirement Board;
and that will provide for a better and continuing understanding of the intricacies of

the Legislative process and the complexities of the administration of the Retirement
Statutes.

m To bring about a greater awareness among employees, retirees, employers and
Legislators...of the excellence of the Arizona State Retirement System and its
outstanding retirement benefits as compared to other public pension plans and the
private sector.

m To foster, in the administration and legislation of the Arizona State Retirement System,
consideration of the concepts of Moral Obligation to the members, Equity in
awarding of Post-Retirement Benefit Enhancements, and the short- and longrange

affordability to members and employers of all retirement plan and benefits
enhancements.

m Tofoster, in the administration and legislation of the Arizona State Retirement System,
consideration of the concept of market demand in evaluating the need for benefit
plan enhancements, and consideration of the concept of employing alternative forms

of employee benefit programs which would reduce the ultimate burden to the
taxpayer.

We prepared a "rank scoring” analysis of the Arizona State Retirement System’s overall
retirement benefits, as compared to those of 68 other public employees retirement
systems. The Arizona State Retirement System ranks number 1.

We derived this composite ranking by using a "rank scoring” technique. We ranked each
surveyed retirement system’s various retirement benefits factors in relation to those of all
the other surveyed retirement systems.
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The retirement benefits factors we “rank scored" for this analysis are:

Member contribution rate.
Employer contribution rate.
Integration with Social Security,
An automatic COLA.

The retirement formula percentage multiplier.

Benefit amount at 30 years of service with a salary in the final year of
$15,000, with the final average salary being actuarily graded up to that
amount.

m Benefit amount at 30 years of service with a salary in the final year of
$30,000, with the final average salary being actuarily graded up to that
amount.

Conclusion

It should be recognized that, no matter how substantial or how adequate a public
employees retirement system'’s benefits, employees and retirees will always seek even
greater benefits. This is an inevitable phenomenon. In its evaluation of future requests
for post-retirement benefit enhancements, the Legislature should contemplate the
recommended statutory statements of the Primary Intent and the Trust Fund Nature of
the Arizona State Retirement System. Then, grant the requests when appropriate, but
have the courage to say "no", when the requests are too costly or unwarranted.
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We will be pleased to answer any questions which may arise regarding the contents of
this Report.

Sincerely yours,

KAUFMANN AND GOBLE ASSOCIATES CYBERSERV INTERNATIONAL CO.
Sidney T. Kaufmann, F.S.A. Corydon D. Hurtado, Ph.D.
President President
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SECTION 1. ITEM 1: EXAMINE THE CURRENT BENEFIT
STRUCTURE OF THE SYSTEM AND COMPARE IT TO

THOSE BENEFITS PROVIDED BY OTHER STATE

RETIREMENT SYSTEMS AND PRIVATE PENSION SYSTEMS

1.1

Recommendations

1.

The Arizona State Retirement System Statement of Primary Intent
presented in Figure 1 should be incormporated into State Statutes.

The definition of the Trust Fund Nature of the Arizona State Retirement
System presented in Figure 3 should be incomorated into State Statutes.

Future enhancements to the Arizona State Retirement System’s basic
benefit plan and structure should be consistent with the statutory
Staterment of Primary Intent (reference Figure 1).

Amend the Arizona State Retirement System’s present joint and survivor
annuity option to eliminate the option to revoke the election under certain
circumstances, and replace this feature with a one-time election at
retirement to take a actuarially reduced benefit in favor of a “pop-up”
option to provide for the circumstance of the survivor annuitant dying
before the beneficiary.

Major benefit enhancements should not be made to the Arizona State
Retirement System’s present benefit plan and structure.

The Arizona State retirement System should regularly and frequently
inform active members about the availability of the supplemental, optional
employee paid retirement benefits programs available through their
employers.

The Retirement Board should institute an aggressive public
information/relations program designed to bring about a greater
awareness among employees, retirees, employers and Legislators...of
the excellence of the Arizona State Retirement System and its
outstanding retirement benefits as compared to other public pension
plans and the private sector.



1.2 Findings

We prepared a "rank scoring" analysis of the Arizona State Retirement
System’s overall retirement benefits, as compared to those of 68 other
public employees retirement systems (reference Appendix 4, pages 4-2 and
4-3). The Arizona State Retirement System ranks number 1 in overall
retirement benefits.

We derived this composite ranking by using a "rank scoring” teChnique. We
ranked each surveyed retirement system’s various retirement benefits factors
in relation to all the other surveyed retirement systems.

The retirement benefits factors we "rank scored" for this analysis are:

Member contribution rate.

Employer contribution rate.

Integration with Social Security.

An automatic COLA.

The retirement formula percentage multiplier.

Benefit amount at 30 years of service with a salary in the final year of $15,000, with
the final average salary being actuarially graded up to that amount.

® Benefit amount at 30 years of service with a salary in the final year of $30,000, with
the final average salary being actuarially graded up to that amount.

The retirement benefit amount provided by the Arizona State Retirement
System equals or exceeds about 73% of the surveyed public employees
retirement systems, and compares favorably with another 20%. Details of
this survey are presented in Appendix 2. The benefit amounts ranking data
is presented in Appendix 4, pages 44 and 4-5.

The Arizona State Retirement System’s employer contribution rate is less
than about 95% of the surveyed public employees retirement systems, and
is more than only two of the surveyed retirement systems. The Arizona
State Retirement System’s member contribution rate is less than about 73%
of the surveyed public employees retirement systems. This analysis is found
in Appendix 4, pages 4-6 and 4-7.

The Arizona State Retirement System’s retirement formula percentage
multiplier equals or exceeds about 77% of the surveyed public employees
retirement systems. Further this percentage multiplier is about 11% more
than the overall average for the surveyed retirement systems, but is about
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25% less than the maximum percentage multiplier. This analysis is found in
Appendix 4, page 4-8.

In order to examine the “cost/benefit" of the retirement benefit amount
provided by the Arizona State Retirement System, we caiculated the dollars
per member and employer contribution rate for the surveyed public
employees retirement systems. This "cost/benefit" calculation provides a
measure of the value of the retirement benefit in terms of its cost to the
members and employers. The Arizona State Retirement System’s dollars
per member contribution rate exceeds about 80% of the surveyed retirement
systems; and the dollars per employer contribution rate exceeds about 97%

of the surveyed retirement systems. This analysis is found in Appendix 4,
pages 4-9 and 4-10.

In addition to the number one ranking of overall retirement benefits, an
analysis of salary averages indicates that the Arizona State Retirement
System’s Active Member salaries are generally comparable to, and
somewhat greater than, the salaries of other Arizona public and private
employees’ wages. This analysis is presented in the following Table 1 which
summarizes data presented in Appendix 2, page 2-12:

TABLE 1: SUMMARY OF AVERAGE SALARY DATA

Public Employers * 26,448
ASRS Active Members' Salary in 1989 * - 24,057
State of Arizona-State Agencies ' 23,544
Arizona Industry, State & Local Government 2 22,022
Arizona Industry (without government) * 21,946

Footnotes:
1. Arizona Joint Governmental Salary and Benefits Survey 1989,
2. Valley National Bank-Statistical Review 1989

3. -Arizona Department of Economic Security-Annual Planning Information 1989-
1960

On average, annual retirement benefit amount (i.e., $13,260) for new Arizona
State Retirement System retirees in 1989 were approximately 58% of the
Overall Average Annual Salary reflected in Table 1. Further, these average
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benefit amounts are approximately 1.7 times more than the United States
poverty level for a family of two, and are approximately 2.3 times more than
the poverty level for a family of one (reference Appendix 2, page 2-12).

Because the responses to the Private Pension Systems Survey did not yield
sufficient results from which to form statistically reliable conclusions, we did
not employ this data in our analysis. However, it is interesting to note that
none of the five who responded provide any form of COLA, which is broadly
representative of this aspect of the majority of private sector pension plans.

We believe that incorporating the Arizona State Retirement System
Statement of Primary Intent presented in Figure 1, and the definition of the
Trust Fund Nature of the Arizona State Retirement System presented in
Figure 3 into State Statutes will provide the essential structure from which
future employee benefit plan enhancement decisions can be properly made.

Based upon our findings and our analyses, we believe that major benefit
enhancements do not need to be made to the Arizona State Retirement
System’s present benefit plan and structure. However, we do believe that
the Arizona State retirement System should regularly and frequently inform
active members about the availability of the supplemental, optional employee
paid benefits programs available through their employers. Employees
should be encouraged to enhance their overall retirement program through
these and other types of supplemental retirement options.

We believe employees, retirees, empioyers and Legislators need to have a
greater awareness of the excellence of the Arizona State Retirement System
and its outstanding retirement benefits as compared to other public pension
plans and the private sector. In our experience, when these facts become
known, the employee and employer advocacy groups will place less
pressure upon the Legislature and the Retirement Board to increase benefits
when such increases are not truly needed or justifiable. it should be noted
that the 1990 legislature passed HB 2632 which requires the Arizona State
Retirement System to establish an outreach educational program. This
should provide an appropriate mechanism for providing the recommended
communication about the availability of optional, employer provided
retirement benefit programs. .

Implementation of any of these recommendations should take the issue of
impairment of contract into consideration. This is particularly the case with
any statutory changes made to the joint and survivor annuity option.



-

2.1

SECTION 2. ITEM 4: EXAMINE THE COMPOSITION,
FUNCTION AND EFFECTIVENESS OF THE ARIZONA STATE
RETIREMENT SYSTEM BOARD AND THE INVESTMENT

ADVISORY COUNCIL

Recommendations

1.

A statutory limit should be placed upon the amount of time allowed for
filling a vacancy on both the Retirement System Board and the
Investment Advisory Council.

Consideration should be given to increasing the term of the Investment
Advisory Council members to three, three-year terms.

The statutory experience qualifications for the members of the Investment
Advisory Council should be increased so that all members are required
to have at least ten years’ experience as professionals in the investment
management field.

Consideration should be given to providing representation on the
Retirement Board that would bring Legislative perspectives to the overall
administration of the Arizona State Retirement System (e.g., this
Legislative perspective might be provided by designating the chairman
of the House Government Operations Committee, and the chairman of
the Senate Finance Committee, and their successor committees’
chairmen, as advisory members).

Consideration should be given to establishing a permanent, on-going
Public Employees Retirement System Sub-committee to oversee all
Arizona public employees retirement systems, which could function as
part of both the House Government Operations Committee, and the
Senate Finance Committee, and their successor committees.

In keeping with the definition of the Trust Fund Nature of the Arizona
State Retirement System as presented in Figure 3, the Arizona State
Retirement System should have greater flexibility over its annual budget
determination and expenditures (e.g., exemption from the traditional
budgetary review and approval, and procurement authorities similar to
that of the Arizona Public Safety Personnel Retirement System; or
optionally allowing full discretionary expenditure up to some limitation
such as a fractional percentage of total market value of assets).



7. The Retirement Board should institute a formal, on-going professional
development and education program for all members of the Retirement
Board, particularly in subjects on public employees retirement systems
administration, benefit planning and design, actuarial valuation theory,
investment management theory, the Arizona Legislative process, and
other appropriate subjects; and funds should be appropriated for this
purpose to be paid from the Administration Account of the Arizona State
Retirement System.

8. The Retirement Board, and the Director of the Arizona State Retirement
System, should institute a formal, on-going program for active
participation by all Retirement Board members and the Director in the
various professional and trade organizations which are relevant to the
activities of a public employees retirement system; and funds should be
appropriated for this pumpose to be paid from the Administration Account
of the Arizona State Retirement System.

2.2 Findings

No particular needs or problems were indicated with the makeup of the
Investment Advisory Council. However, some mention was made of the
possible desirability of increasing the investment management experience
requirements for future Investment Advisory Council members, and
lengthening their term of office. Consequently, we believe the term of the
Investment Advisory Council members should be increased from the present
three two-year terms to three, three-year terms. We also believe the
statutory experience qualifications for the members of the Investment
Advisory Council should be increased so that all members are required to
have at least ten years’ experience as professionals in the investment
- management field...and not just have "...experience in making investments."

The members of the Investment Advisory Council are non-paid, appointed
volunteers who are usually retired or employed in other full-time
occupations. However, the present Chairman of the Investment Advisory
Council is a retired person who, for the past year, has been performing the
functions of a full-time executive secretary. This Council member’s term of
office will soon end, and the functions being performed will most likely not
be able to be performed by any other Council member. Consequently, we
believe that a need exists for these functions to be formally included as part
of the Arizona State Retirement System’s Assistant Director for Investments
position.

'



SE mS BN BN NS NS S SN S S5 B 5N on A A B SR e .

No major needs or problems were indicated with the overall functionality of
the Retirement Board. During the interview process, the general opinion
was that the Retirement Board was performing in an acceptable manner.
Further, the overall performance of the Director of the Arizona State
Retirement System was rated highly. However, it would be desirable to
incorporate into State statutes, a Statement of Minimum Professional
Qualifications for the Director’s position.

We did observe, however, that there is no on-going professional
development and education program for the members of the Retirement
Board. We believe it is important that all members of the Retirement Board
have an understanding of the state-of-the-art in the field of public employees
retirement systems administration...particularly in the subjects on public
employees retirement systems administration, benefit planning and design,
actuarial valuation theory, investment management theory, the Arizona
Legislative process, and other appropriate subjects. It is also important for
the Retirement Board, and the Director of the Arizona State Retirement
System, to actively participate in the various professional and trade
organizations which are relevant to the activities of a public employees
retirement system.

Generally, communications between the Legisiature and the Retirement
Board have not been as effective as necessary given the complexities of the
Arizona State Retirement System'’s Retirement Plan and overall functions.
One excellent way to mitigate this problem would be to provide the
suggested Legislative representation on the Retirement Board. It should be
noted that increasing the size of the Retirement Board to nine members
would not create a retirement board that deviates at all from the average
size of the retirement boards of the surveyed state employees retirement
systems (reference Appendix 7). Another way to improve communications
and understanding would be to establish less formal, but on-going,
orientation programs for selected key Legislators and their staff in the
"workings" of the Arizona State Retirement System.

One key advantage of Legislative representation on the Retirement Board
is its contribution toward providing an on-going mechanism that will provide
for sufficient dialogue between the Legislature and the members of the
Retirement Board; and that will provide for a better and continuing
understanding of the intricacies of the Legislative process and the
complexities of the administration of the Retirement Statutes.

The Arizona State Retirement System’s Retirement Board roles and
responsibilities are typical of the retirement boards for the majority of other
public employees retirement systems. However, there are other approaches
in use such as that of the Washington Department of Retirement Systems.
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In Washington, all retirement boards have been abolished. The Director of
the Department is appointed by the Governor, serves on the Governor’s
cabinet...and has complete responsibility for all administrative and policy
setting activities. The Arizona State Legislature may want to examine this
and other types of retirement board approaches when considering our other
recommendations.

We believe it is necessary to establish a permanent, on-going Public
Employees Retirement System Sub-committee function (i.e., as part of both
the House Government Operations Committee, and the Senate Finance
Committee, and their successor committees). This Sub-committee function
would oversee all Arizona public employees retirement systems. This will
also provide for a better and continuing understanding of the complexities
of the administration of the Retirement Statutes, and help to maintain a
continuity of understanding within the Legislature.

A recent, extended vacancy on the Retirement Board did cause some
operational and voting difficulties. This was particularly problematic because
of the length of time this position went unfilled.

We analyzed the administrative costs of the surveyed public employees
retirement systems from several perspectives. This analysis is found in
Appendix 6. We found that the Arizona State Retirement System’s
administrative cost per member is less than about 75% of the surveyed
retirement systems (reference Appendix 6, page 6-2).

Also, it should be noted that the Arizona State Retirement System’s budget
per staff position is less than about 70% of the surveyed public employees
retirement systems (reference Appendix 6, page 6-3). In our opinion, this
is not necessarily a favorable finding but, instead, can be viewed as a
confirmation of the Retirement Board’s stated needs to increase its budget
to meet the unmet demands being placed upon the Arizona State
Retirement System for improved member services and modernized
computer systems.

Ancther possible confiming indicator of the above noted need for the
Retirement Board to increase its budget can be found in our analysis of the
administrative costs as a percent of the surveyed retirement systems’ total
market value of assets (reference Appendix 6, page 6-4). The Arizona State
Retirement System’s administrative cost as a percent of market value of
assets is less than about 88% of the surveyed retirement systems.

The issue of budgetary process exemption and control by the retirement
system is a classical issue confronted by all public employees retirement
systems. As in the case of the Arizona Public Safety Personnel Retirement
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System and some other public retirement systems, this issue has been
effectively and successfully resolved. Traditional budgetary restrictions over
a trust fund oriented function inappropriately constricts the fiduciary role of
the trustees. This, in turn, generally results in less than optimum
performance and, in the case of a public employees retirement system, can
impact its capacity to meet its full responsibility to its beneficiaries.

Consequently, we believe the Arizona State Retirement System should have
greater flexibility over its annual budget determination and expenditures.
There are a number of alternative ways this flexibility could be provided. For
example, an exemption from the traditional budgetary review and approval,
and procurement authorities similar to that of the Arizona Public Safety
Personnel Retirement System could be provided. Another way would be to
allow full discretionary expenditure up to some limitation such as a fractional
percentage of total market value of assets.



SECTION 3. ITEM 5: EXAMINE THE POLICIES REGARDING
POST-RETIREMENT BENEFIT INCREASES FOR RETIRED

3.1

PERSONS

Recommendations

1.

Future Post-Retirement Benefit Enhancements should be gfanted only if
they are consistent with the statutory Arizona State Retirement System
Staternent of Primary Intent (reference Figure 1).

The Post-Retirement Benefit Enhancement Dedlicated Trust Fund concept
described in Appendix 9 should be statutorily implemented, with the first
annual distribution being made on July first of the first full year following
enactment.

Statutorily require that future Post-Retirement Benefit Enhancements be
granted only if they can be funded via the Post-Retirement Benefit
Enhancement Dedicated Trust Fund (reference Appendix 9); and that
Post-Retirement Benefit Enhancements can not be funded from
increases in the contribution rate or from the primary Public Employees
Retirement Trust Fund. '

Consideration should be given to using part of the initial funding capacity
of the Post-Retirement Benefit Enhancement Dedicated Trust Fund to
bring the old 1.2% and 1.5% formula retirees’ benefits up to a benefit
based upon the present 2.0% formula...if such calculation would resuit
in a benefit which exceeds the present benefit.

Statutorily provide for future Post-Retirement Benefit Enhancements
being granted only to those retirees who have reached age 65 and who
have been retired for three or more years.

Statutorily prohibit future Post-Retirement Benefit Enhancements from
being provided on an equal, across the board, lump sum dollar amount
basis; and require that such Post-Retirement Benefit Enhancements be
based upon a percentage of retirement benefit amount, or reflect years
of service credit such as providing a fixed dollar amount per year of
service.

Statutorily provide that future Post-Retirement Benefit Enhancements be
granted only as a percentage of the retirement benefit, and not as a fixed
dollar amount...and granted only within the funding availability constraints
of the Post-Retirement Benefit Enhancement Dedicated Trust Fund.

10
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3.2 Findings

The preference for adding an automatic Cost of Living Adjustment (COLA)
provision was the single highest priority item discussed among all employee
groups and the Retirement Board. However, there was simultaneous
recognition that implementation of such a provision using traditional funding
mechanisms was more costly than most groups felt was realistically
affordable. Further, under Arizona case law, implementation of a statutory,
automatic COLA would establish a contractual liability that might be difficult
to fuffill in future "lean" years and could place the funding integrity of the
Arizona State Retirement System at great risk.

In our opinion, the fully retroactive 3% Cost of Living Adjustment (COLA)
plan as outlined in the Wyait Company’s December 15, 1989 “Arizona State
Retirement Systemn Alternatives for Actuarial Value of Assets and the Cost
of an Automatic COLA" is neither justifiable or affordable. It is also
questionable if a COLA is required in terms of the need to enhance the
market demand of the Arizona State Retirement System. As indicated in the
above “...Cost of an Automatic COLA" Wyatt Company report, this COLA
would increase the present employer and employee contribution rates to
between 7.24% and 7.41%...and would have the immediate effect of creating
an Unfunded Accrued Actuarial Liability of between $700 and $761 million.
In our opinion, this approximate 90% contribution rate increase, and the
immediate elimination of the present "overfunding" position raises a major
issue of affordability.

This COLA affordability issue we raise does not mean that some form of
what we refer to as a Post-Retirement Benefit Enhancement mechanism is
unwarranted. We believe that the Arizona State Retirement System’s
outstanding retirement benefits, as compared to other public pension plans
and the private sector, are not fully comprehended by the employers and
employees. With this recognition placed into context, the concept of
providing some affordable Post-Retirement Benefit Enhancement mechanism
can be more readily understood.

The recommended Post-Retirement Benefit Enhancement Dedicated Trust
Fund concept could provide a self-perpetuating and seif-funding mechanism
to provide reasonable and affordable Post-Retirement Benefit Enhancements
without the requirements of continually increasing contribution rates and
placing the burden of payment for current unfunded benefit enhancements
upon future employees and employers (reference Appendix 9). In
developing this concept, we did consider other optional approaches. We
considered the establishment of a new retirement plan, containing a COLA
feature, for all new employees that would generate the approximate
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equivalent retirement benefit of the present plan. We also considered
employing the concept of using realized net income above the actuarially
assumed investment return rate to fund Post-Retirement Benefit
Enhancements. These various altematives were discarded because we
belleve our recommended Post-Retirement Benefit Enhancement Dedicated
Trust Fund concept to be a substantially superior solution to the specific
issues confronting the Arizona State Retirement System.

The $400 million endowment for the Post-Retirernent Benefit Enhancement
Dedicated Trust Fund would represents a nominal loss of income for the
general Public Employees’ Retirement Trust Fund. However, the effect upon
the contribution rate would be to increase it by about only .6% (i.e., 6/10’s
of 1 %), assuming the same amortization schedule in the case of an
negative unfunded liability as that used in amortizing a positive unfunded
liability.

The current statutes are such that a negative unfunded liability causes a 45
year amortization period to be employed, rather than the normal, declining
13 year amortization schedule. Consequently, we believe the statutes
should be amended to provide for a single, rolling 15 year amortization
period.

Of course, implementing the Post-Retirement Benefit Enhancement
Dedicated Trust Fund concept would mean that .the general Public
Employees’ Retirement Trust Fund would no longer fund Post-Retirement
Benefit Enhancements. The effect should be to make more certain the
financial position of retirees and to resolve the question of ad hoc Post-
Retirement Benefit Enhancements...without continued Legislative intervention.
By continually projecting the funding capacity of the fund, the issue of
affordability can be addressed on an on-going basis and the amount of
each Post-Retirement Benefit Enhancement can be adjusted accordingly.

A major advantage of the Post-Retirement Benefit Enhancement Dedicated
Trust Fund is its robustness in the face of uncertain inflation and investment
retum. [f inflation is high, interest will also tend to be high. But in any event,
the awarding of Post-Retirement Benefit Enhancements are conditioned on,
and limited by, return on investment of the Trust Fund. By adhering to the
concept of the Trust Fund, the Legislature would not be creating retiree
benefit payment obligations that might not be fuffilled in later years.

We believe that incorporating the Arizona State Retirement System
Statement of Primary Intent presented in Figure 1, and the definition of the
Trust Fund Nature of the Arizona State Retirement System presented in
Figure 3, into State Statutes will provide the essential structure from which
future Post-Retirement Benefit Enhancement decisions can be made. By
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following these foundation principles, the Legislature will have a baseline
from which they can make better legislative decisions, and can respond
more appropriately to the pressures placed upon them by the various
employee and employer advocacy groups.

In our opinion, the administration and legislation associated with the Arizona
State Retirement System, should give consideration to the concepts of moral

obligation to the members and equily in awarding Post-Retirement Benefit
Enhancements.

Consideration of these concepts wouid then give rise to discussion of the
following types of conceptual issues:

@ Should the 1.2% and 1.5% percentage multiplier factor retirees’ retiremént benefits
be upgraded to the current 2%?

® Should any Post-Retirement Benefit Enhancement be awarded based primarily
upon need, equity and/or service credit?

® Should Post-Retirement Benefit Enhancements be paid for by assessing present
and future employees and employers through an increase in contribution rates?

® Should retirement benefits be fully, or partially, protected from “inflation" (e.g.,
wage, price, or some hybrid “inflation" index)?

® Does the Arizona State Retirement System have the same obligation to provide a
fully protected retirement benefit to a member who retires with only ten years of

service, as to a member who is a full career service employee with thirty years of
service?

® Should the effect upon taxpayers be considered when evaluating various Post-
Retirement Benefit Enhancements?

The question of the actual loss in purchasing power under the present ad-
hoc COLA method was mentioned. Figure 5 presents an analysis of the
effects upon two retirement benefits from the actual ad-hoc COLA amounts
granted versus what would have been granted had there been an automatic
1/2 CPl COLA with a 3% cap. It is quite interesting to note that the actual
ad-hoc COLA process results in an increased retirement benefit that is about

- 21% to 34% more than what the automatic 3% COLA would have provided.

This finding certainly raises the question of the necessity for an automatic,
across the board COLA. In our opinion, the immediate need in most cases
is not significant. We believe the recommended Post-Retirement Benefit
Enhancement Dedicated Trust Fund is a better intermediate and long-term
solution; and it does not commit the State and other employers to a specific,

contractually obligated COLA benefit that might be difficult to fund in later
years.
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About 49% of the surveyed state public employees retirement systems have
an automatic COLA (reference Appendix 2, pages 2-3, 2-4 and 2-5).
However, about 45% have an ad-hoc COLA and about 6% have some form
of investment return related COLA. We do not have historic data, so we can
not determine if the trend among other state retirement systems is toward,
or away from, automatic COLAS. However, we do not believe that the
Arizona State Retirement System should base its retirement benefit planning
decisions entirely upon the trends among other state retirement systems.
While these trends are important indicators of the overall employee benefits
planning environment, they do not necessarily reflect the Market Demand
conditions within the State of Arizona.

We have calculated the estimated cost to bring the old 1.2% and 1.5%
formula retirees’ benefits up to a benefit based upon the present 2.0%
formula (reference Appendix 10 page 10-7). On average, the effect of this
Post-Retirement Benefit Enhancement would be an increase in the overall
average benefit amount for all retirees from $534 per month to $567 per
month. However, the estimated initlal increase in the retiree payroll would
be about $948,000 per month (i.e., an increase of about 3.8%). We believe
consideration should be given to using part of the initial funding capacity of
the Post-Retirement Benefit Enhancement Dedicated Trust Fund 1o
implement some, or all, of this estimated adjustment.

Figure 4 presents the projected retirement benefits payments as discussed
in The Wyatt Company’s “Asset/Liability Modeling Study" and as adjusted for
deleting the automatic 3.5% COLA in two out of three years. The projected
9% annual growth rate for retirement benefits has been reduced by
eliminating the estimated effect of the 3.5% COLA in two out of three of the
projected future years (i.e.,, (1.035)> x (1.000)' = (1+i)® thus i=2.32%
less/year). As reflected in Figure 4, the COLA's effect upon increasing the
projected total retirement benefits payments is significant. The total
payments by the year 2013 with the COLA would be about $2.4 billion, but
without the COLA the total payments in 2013 would be only $1.4 billion (i.e.,
41% less). The Figure 4 analysis highlights the substantial liability to which
the State, other employers, and the taxpayers, would be exposed should a
statutory, automatic COLA be impiemented.

We have developed four altemative projected estimates for how many years
the Post-Retirement Benefit Enhancernent Dedicated Trust Fund'sinitial $400
million principal contribution might last. These projections include the
factoring in of our recommended 65 and 3 rule (i.e., a retiree must reach the
age of 65 and have been retired for at least 3 years before receiving any
Post-Retirement Benefit Enhancement). This 65 and 3 rule data is found in
Appendix 10, pages 10-12 and 10-13. Using the recommended concept for
distributing the income of the Trust Fund...using only the initial $400 million

14



as the baseline principal (reference Appendix 10, pages 10-15 through 10-
22), the following results could be realized:

® The $400 million would last until about the year 2028 if a 1% Post-Retirement
Benefit Enhancement were provided.

-OR- : :
® The $400 million would last until about the year 2007 if a 2% Post-Retirement
Benefit Enhancement were provided.
-OR-
® The $400 million would last until about the year 2001 if a 3% Post-Retirement
Benefit Enhancement were provided.
-OR-

® The $400 million would last until about the year 1999 if a 4% Post-Retirement
Benefit Enhancement were provided.

Obviously, if a favorable investment return continues into the future, and the
Actuarial Value Funding Ratio grows in excess of the recommended 1.05
minimum funding level, then the amount of income available for distribution
would increase. It is clear from this analysis, that the issue of affordability
which we raise, is of substantial importance when considering granting Post-
Retirement Benefit Enhancements.

Should any future Post-Retirement Benefit Enhancement be provided as a
fixed dollar amount, and not as a percentage of the retirement benefit, it
should be granted on the basis of a retiree’s years of service credit as a
percentage of the defined full service career of 30 years, and it should not
exceed 100% of said Post-Retirement Benefit Enhancement.
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SECTION 4. ITEM 6: EXAMINE THE POLICIES REGARDING
EARLY RETIREMENT INCENTIVES WITH A PARTICULAR
EXAMINATION ON THE FEASIBILITY OF IMPLEMENTING

A CORRESPONDING ACTUARIAL REDUCTION IN
BENEFITS

4.1 Recommendations

1. Early retirement incentives, such as the recent 2.2% retirement incentive
window, should be statutorily prohibited...unless it can be predetermined
that the anticipated quantified savings will be greater than the incentives’
costs to the Arizona State Retirement System and, uftimately, to the
employers and employees.

2. The early retirement adjustment factors should be corrected to more
closely reflect the actuarial equivalent benefit.

4.2 Findings

About 84% of the surveyed state public employees retirement systems do
not have an early retirement incentive (reference Appendix 2, page 2-3).
However, including the Arizona State Retirement System, about 87% allow
early retirement with some form of retirement benefit reduction. We do not
have historic data, so we can not determine if the trend among other state
retirement systems is toward, or away from, providing early retirement
incentives.

In our opinion, early retirement incentives are counter to the recommended
Arizona State Retirement System Staternent of Primary Intent as presented
in Figure 1. Early retirement incentives are most often used in the private
sector as a mechanism to reduce the work force and reduce salary costs.
With the possible exception of limited empiloyee groups, an early retirement
incentive in a governmental setting does not result in reductions in salary
costs in excess of the cost to provide the early retirement incentive. Further,
since the early retirement incentive is not a pre-funded feature of the Arizona
State Retirement System, the effect is to actuarially defer the cost to
employers and employees through increases in the contribution rate.

The current early retirement factors subsidize early retirement at the expense

of the Arizona State Retirement System, its active members and the
participating employers. This raises issues of equity, personnel policy, and
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actuarial valuation. The early benefits are worth more than nomal
retirement. In as much as early retirement is equally available, the system
can be said to be fair. However, since normal retirement is effectively
penalized, the question arises whether policy is 1o encourage retention and
continued employment or work force turnover. Of course, the availability of
early retirement can be a positive recruiting factor.

Consequently, we believe the early retirement adjustment factors should be
corrected to more closely reflect the actuarial equivalent benefit. The
following Table 2 compares Arizona State statutory reductions for early
retirement, with early retirement factors which produce benefits actuarially
equivalent to normal retirement:

TABLE 2: COMPARISON OF EARLY RETIREMENT FACTORS

RETIREMENT AQGE 8% INTEREST STATUTORY REDUCTIONS
1983 GROUP ANNUITY
MORTALITY TABLE
S0 .236 .35
$1 258 40
52 282 48
53 308 .50
54 . 337 85
S§ 370 60
56 3406 68
§7 446 70
58 491 75
59 541 80
60 .590 88
61 .689 88
62 729 91
63 .809 94
64 .898 97

Using Table 2, for example, a 64-year-old normally retiring at 65 may now
retire at a 97% pension. The factor which would truly provide benefits of the
same present value is 89.8%. These figures assume the 183 Group Annuity
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Mortality Table and 8% interest. Higher mortality or higher interest would
provide larger reductions. It is important that actuarial valuations reflect
realistic early retirement reduction factors since the present value of benefits
depends heavily on when early retirement is exercised. Calculation of
required contribution rates, of course, will be influenced by early retirement.

The recommended Arizona State Retirement System Statement of Primary
Intent as presented in Figure 1 also encourages extended employment.
Because the present retirement formula does not limit the number of years
of service, there is a built in form of extended employment motivation. What
is needed is to eliminate early retirement incentives which negate the effect
of this feature.

Implementation of any of these recommendations should take the issue of

impairment of contract into consideration. This is particularly the case with
any statutory changes made to the early retirement adjustment factors.

18
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5.1

SECTION 5. ITEM 7: DETERMINE WHETHER THE
PRESENT FUNDING OF THE ARIZONA STATE

RETIREMENT SYSTEM ADEQUATELY ENSURES THAT
ADVANCED FUNDING OF THE SYSTEM IS PROVIDED ON

A SOUND ACTUARIAL BASIS

Recommendations

1.

The Arizona State Retirement System Primary Funding Objectives
presented in Figure 2 should be incomporated into State Statutes.

Statutorily establish the objective of maintaining the Arizona State
Retirement System’s Actuarial Value Funding Ratio at a minimum funding
level of 1.05 to provide a reserve for contingencies and losses from
unanticipated market and investment volatility.

The statutory, actuarially determined contribution rate should be
constitutionally shielded from legislated reductions.

Statutorily provide that any actuarially determined overfunding in excess
of the Actuarial Value Funding Ratio’s 1.05 funding level be annually
transferred from the primary Retirement Fund’s assets into the Post-
Retirement Benefit Enhancement Dedicated Trust Fund.

Statutorily require that the Retirement Board contract for an investigation
of the mortality, disability, service and other experiences of the members
and employers participating in the Arizona State Retirement System as
of the year ended June 30, 1991; and that such experience investigation
be conducted at least every four years thereafter; and funds should be
appropriated for this pumpose to be paid from the Administration Account
of the Arizona State Retirement System.

Statutorily require that when the effect of a change in the actuarial
assumptions used for the annual actuarial valuation of the Arizona State
Retirement System causes the contribution rate to change by more than
+ 30% of itself, that the Legislature, in cooperation with the Retirement
Board, commission an independent actuarial review of the most recent
experience study and actuarial valuation with the objective of validating
the changes in the actuarial assumptions; and funds should be
appropriated for this purpose to be paid from the Administration Account
of the Arizona State Retirement System.
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5.2

7. Statutorily require that when the effect of a change in the actuarial
assumptions used for the annual actuarial valuation of the Arizona State
Retirement System causes the actuarial accrued liability to change by
more than + 20% of itself, that the Legislature, in cooperation with the

- Retirement Board, commission an independent actuarial review of the
most recent experience study and actuarial valuation with the objective

of validating the changes in the'actuarial assumptions; and funds should -

be appropriated for this pumpose to be paid from the Administration
Account of the Arizona State Retirement System.

8. Consider conducting an actuarial study to determine the feasibility and
cost-effectiveness of either fully or partially experience rating the
contribution rates of the employers particpating in the Arizona State
Retirement System; and funds should be appropriated for this purpose
to be paid from the Administration Account of the Arizona State
Retirement System.

9. Consider conducting an actuarial study to determine the feasibility and
cost-effectiveness of 100% employer funding of the Arizona State
Retirement System, with the initial cost to convert to this funding
approach being paid via eliminating one, or more, of the next employee
pay raises; and funds should be appropriated for this pumpose to be
paid from the Administration Account of the Arizona State Retirement
System.

FEindings

In general, we conciuded that the present funding of the Arizona State
Retirement System adequately ensures that advanced funding of the system
is provided on a sound actuarial basis. However, this situation will be
placed at material risk if the statutory, actuarially determined contribution
rate continues to be legislatively reduced.

We believe it is of vital importance to constitutionally provide a Protective
Mechanism that will provide for the maximum feasible security of the Arizona
State Retirement System’s assets; and to shield the assets from both wide
swings in the investment marketplace, and from capricious reductions in the
statutorily required and actuarially determined contribution rate.

The future cost for repayment of arbitrary reductions in the statutory,
actuarially determined contribution rate will only defer a greater cost into
future years. In other words, it will cost more in the long run than the short
term reduction in contribution expenses. Such actions also impact the
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intermediate security and integrity of the funding status of the Retirement
Fund. The liability for deferred contributions grows like compound interest.
For example, at 8% interest, liability will double in 9 years. That is, a $1
contribution deferred for 9 years would require a $2 current contribution.

We identified 19 of the surveyed state retirement systems with an Assets
Market Value/Liability Funding Ratio in excess of 1.0 (reference Appendix 5,
page 5-2). However, it is interesting to note that this Ratio is greater than
.9 for 26 of the surveyed state retirement systems.

In contrast, only 9 of the surveyed state retirement systems had a Actuarial
Value Funding Ratio in excess of 1.0, while this Ratio is greater than .9 for
23 of the surveyed state retirement systems (reference Appendix 5, page 5-
3).

The Arizona State Retirement System’s Assets Market Value/Liabilily Funding
Ratio ranked fifth among the surveyed state retirement systems, and their
Actuarial Value Funding Ratio ranked fourth. Essentially, Arizona ranked
higher than 90% of the surveyed state retirement systems who provided this
data for both of these ratios (reference Appendix 5).

It is difficult to assess the appropriateness of the actuarial assumptions in
the absence of an experience study. However, an examination of the
investment return interest rate assumptions and the salary increase
percentage rate assumptions of the surveyed state retirement systems
indicates that the Arizona State Retirement System’s rates are well within the
average (reference Appendix 2, pages 2-7 and 2-8). Also, the assumed
rates used by the Arizona State Retirement System appear to be reasonable
and reflect conservative, but sound and prudent, actuarial principles.

When considering the Entry Age Normal (EAN) versus the Projected Unit
Credit (PUC) actuarial valuation methodologies, from the layman’s
perspective, it is important to understand that the EAN method is designed
to produce a constant, level contribution rate, whereas the PUC method can
produce an ever slightly increasing contribution rate. The PUC method will
result in an initially lower contribution rate than the EAN method. So long
as the population of the subject retirement system membership is ever
increasing, the contribution rate under the PUC method will most likely not
materially increase. However, should the subject retirement system
membership population age and decline, the contribution rate under the
PUC method will eventually exceed the contribution rate determined under
the EAN method.

It is difficult to compare the effects upon the overall funding of the Arizona
State Retirement System which result from the change from the Entry Age
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Normal to the Projected Unit Credit actuarial valuation method. However,
as noted to us by the Wyatt Company, the contribution rate for 1990-91 (i.e.,
3.82%) would have been “...no less than 5.49%.." had the Entry Age Normal
actuarial valuation method been employed instead of the Projected Unit
Credit method. Further, the Wyatt Company noted that this 5.49%
contribution rate was estimated based upon stretching the current 13 year
funding period to 45 years. Furthier, the Wyatt Company indicates "...that
the actual Entry Age Normal contribution rate would be slightly above 5.49%
since the impact of the contribution cutback for 1989/90 is likely to have a
larger impact under EAN than under PUC."

It is also interesting to note that 75% of the surveyed state retirement
systems who provided actuarial valuation method data employ the Entry
Age Nomal Method, and only 20% employ the Projected Unit Credit
method. Five percent indicate the use of some other actuarial valuation
method. This information is found in Appendix 2, page 2-7. We do not have
historic data, so we can not determine if the trend among other state
retirement systems is toward, or away from, the Projected Unit Credit
method.

An inspection of the Mercer Meidinger “Investment Performance Evaluation
Report for Periods Ending September 30, 1989" indicates that the total fund
performance for the last ten years was "near the median of the universe,
below the index, and ahead of the median Public Fund." However, this
Evaluation Report notes that total fund performance during the last three
years has not been as favorable as compared to the benchmark groups.
it should be noted that the overall investment income has been in excess of
11% and the overall ten-year investment income is close to 14% per annum.

In our opinion, investments should not be made which yield below normal
market returns, or which are made in the name of any other interest except
that of the beneficiaries of the Arizona State Retirement System. The use of
the investment trust for economic development may well be in keeping with
its nature and purpose. Retirement trusts are encouraged by government
as a source of savings for investment. Investment within Arizona generates
income and tax revenues for the state and job security for Arizona
employees. It is common for pension funds for the building trades to be
invested in building projects. The funds help maintain the building market
and generally receive a favorable rate of return. Regulations allow private
pension plans to invest a percentage in venture capital funds. The effect is
to produce a good rate of return and at the same time foster a dynamic
business environment. In general it would seem reasonable to allow for
similar opportunities to the Arizona State Retirement System, provided
similar limits are placed on the percentage that can be committed and the
rate of retum that will be received.
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Actuarial valuations must be viewed as estimates and projections whose
ultimate reliability will vary depending upon the actual events of the future.
These valuations should not be viewed as absolute.

As for the question of whether or not the Arizona State Retirement System
is overfunded or not, the answer is that it is overfunded. Because, as we
noted previously, actuarial valuations are estimates, the only question is
‘how much is it overfunded." Based upon the two most recent, different
actuarial valuations the amount of the actuarially defined overfunding ranges
from $323.2 million to $509.7 million (i.e., respectively per the “Asset and
Benefit Valuation of the Arizona State Retirement Plan” prepared by
Professors James R. Booth, Ph.D. and Richard L. Smith, Ph.D.; and the
Wyatt Company’s “Actuarial Valuation as of June 30, 1989"). However, these
two reports’ projected overfunding based upon the market value of the
Retirement System’s assets ranges from $956.9 million to $1.133 billion. The
substantially lower projected actuarial overfunding reflects the conservative
and prudent assumptions and methodology used in calculating the actuarial
value of the Retirement System’s assets. ’

Ancther important question related to the issue of overfunding is “who owns
the overfunding.” First, as provided for in the definition of the Trust Fund
Nature of the Arizona State Retirerent System, these assets are held in trust
for the member employees (reference Figure 3). Second, it can be argued
that the majority of the present overfunding is "owned" by the present
retirees and long-time active members...all of whose contributions have
materially contributed to the present overfunded condition. [f this concept
is accepted, then our recommended approach for funding the Post-
Retirement Benefit Enhancement Dedicated Trust Fund concept can be
more readily understood and accepted. The concept that the assets of the
Arizona State Retirement System and/or its overfunding are "owned" by the
State or any contributing employers conflicts directly with the trust fund
nature of the Arizona State Retirement System.

Mr. Rollin Pelton, Chairman of the Investment Advisory Council, has raised
the issue of volatility. The concept of volatility is of substantial magnitude
when considered in light of the issue of "overfunding." Using the market
crash of October 19, 1987 as an example, Mr. Pelton wisely notes that the
value of the Arizona State Retirement System'’s total fund declined by about
6% which equated to about $400 million. During this same period, the Dow
Jones Industrial Average dropped by more than 30%.

The reason the Arizona State Retirement System’s total fund declined only
$400 million was becauss it was invested only about 38% in common stocks
in October 1987. Mr. Pelton suggests that one standard deviation of risk,
if experienced, could cost the Arizona State Retirement System as much as

23



$1.8 billion dollars in market value (i.e., a loss of about 25%). A decline in -

the value of the retirement System’s assets in excess of 15% could be
classified as catastrophic. This concept of volatility is the most important
reason why we believe that the Arizona State Retirement System’s Actuarial
Value Funding Ratio should be maintained at a minimum funding level of
1.05 to provide a reserve for contingencies and losses from unanticipated
market and investment volatility. °

Perhaps the most intriguing information relating to the ensuring of advanced
funding of the Arizona State Retirement System is found in the March 1989
"Asset/Liability Modeling Study“prepared by the Wyatt Company. Page 63
of this Study states *...we project a 25% probability that portfolio D will bring
ASRS to full funding (no contribution) in 2006." The fact that a zero
contribution rate even falls within the realm of statistical probability is
astonishing. [f this condition is practically achievable, then it should become
a major objective for the Legislature, the Retirement Board and the
Investment Advisory Council to achieve. This projection, however, would
most likely not be achieved if this Report’s recommended Post-Retirement
Benefit Enhancement Dedicated Trust Fund concept is implemented.

Although we are recommending conducting an actuarial study to determine
the feasibility and cost-effectiveness of either fully or partially experience
rating the contribution rates of the employers particpating in the Arizona
State Retirement System...and an actuarial study to determine the feasibility
and cost-effectiveness of 100% employer funding of the Arizona State
Retirement System...we are not proponents of either of these funding
approaches. We are recommending that these studies be made in
response to questions and issues which were mentioned during our Study
work.

24



SECTION 6. ITEM 9: EXAMINE THE PRESENT
INVESTMENT GUIDELINES OF THE SYSTEM WITH A
POLICY GOAL OF PROVIDING FOR ALLOWABLE

INVESTMENTS IN ORDER TO PROVIDE TIMELY PAYMENT
TO THE SYSTEM'S BENEFICIARIES IN THEIR RETIREMENT

6.1

Recommendations

1. Consideration should be given to increasing the limit on foreign
investments to 25% of the Arizona State Retirement System’s assets,
instead of entirely removing this restriction.

2. Concurrent with the statutory implementation of this Report’s
recommendations, consideration should be given to complete
recodification and simplification of the present retirement statutes.

6.2 Findings

Throughout the interview process, no one indicated any particularly major
problems or concerns regarding the statutory investment guidelines. The
only exception relates to the issue of the 10% limit on foreign investments.

After discussions with the members of the Retirement Board, and the
Chairman and Vice-Chairman of the Investment Advisory Board, we believe
that increasing the 10% foreign investment restriction to 25% would provide
a reasonable and prudent solution to the constraints presently being felt.
Further, it Is reasonable to expect that the investment policy of the
Investment Advisory Council would most likely not result in foreign
investments exceeding the recommended 25% threshoid.

During 1989, the Investment Advisory Council has reduced investment costs
by approximately $4.5 million. This represents a reduction of about 30% in
the total investment costs. These savings were realized from: 1) manager
fee reductions; 2) reductions in custodial fees; and 3) reduced transaction

costs resulting from anticipated lower portfolio turnover and lower trading
costs. '

The present retirement statutes have evolved over many years. These
statutes have become lengthy and overly complex. We believe that the
statutory implementation of this Report’s recommendations will further
complicate these statutes. Consequently, we believe now is the time to
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7.1

SECTION 7: SUMMARY OF THE DATA COLLECTION
AND ANALYSIS PROCESS

mal D I d Analysi

Data was used and/or collected from three primary sources which are
external to the Arizona State Retirement System and the State of Arizona:

- Several previous studies and other data (reference Appendix 1).

- Our Public Employees Retirement System Data Collection Survey Process
(reference Appendix 2).

- Our Private Pension Systems Survey Data Collection Survey Process (reference
Appendix 3).

The Public Employees Retirement System Data Collection Survey produced
outstanding results. The Data Collection Survey was sent to 69 state public
employees retirement systems which were included in the analytical process.
Completed responses were received from 48 of the 69 surveyed, although
one response was received too late to be included in the analysis. This 70%
return rate is an excellent response rate. As a result, we obtained 100% of
the benefits evaluation data we were seeking for 64 of the 69 surveyed state
public employees retirement systems (i.e.,93%). We obtained 100% of all
of the evaluation data we were seeking for 59 of the 69 surveyed (i.e.,85%).
For the remaining 10 surveyed we obtained varying types of data.

The Survey data, combined with the data collected from the other sources,
was compiled into several analytical formats. These analyses focused upon
five primary functional areas:

- Retirement system benefits.

- Actuarial valuation components.
- Investment components.

- Administrative costs.

- Retirement board composition.

The surveyed state public employees retirement systems’ benefits data was
also used to prepare a Composite Ranking of the overall retirement benefits.
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This Composite Ranking was derived by scoring and ranking several
retirement system benefits factors:

- Member contribution rate.
- Employér contribution rate.

- Retirement benefit amount at 30 years' service for two levels of final average salary
actuarially increased to $15,000 and $30,000 final year’s salary.

- The presence of an automatic cost of living adjustment (COLA).
- Integration with Social Security.
- The percentage muitiplier factor used to calculate benefits.

We also prepared a comparative analysis and ranking of the Dollars of
Benefits Per Percent of Member Contribution Rate, and the Dollars of
Benefits Per Percent of Empiloyer Contribution Rate for the surveyed state
public empioyees retirement systems.

The detailed Composite Ranking and the associated retirement benefils
rankings for the surveyed state public employees retirement systems are
found in Appendix 4.

We examined the surveyed state retirement systems’ actuarial valuation and
investment components. This data is included with the survey data found
in Appendix 2. We conducted an analysis of the funding status/ratio of the
surveyed state retirement systems from two perspectives:

- We examined and ranked the surveyed retirement systems on the basis of their
individual Actuarial Value Funding Ratio.

- We examined and ranked the surveyed retirement systems on the basis of their
individual Assets Market Value/Liabilty Funding Ratio.

We believe a more relative, comparative measure of funding status is
achieved by our Assets Market Value/Liabilty Funding Ratio analysis (i.e.,
defined as the Market Value of Assets + the Actuarial Accrued Liability). This
is especially true when comparing the funding status of different retirement
systems because they all use varying actuarial valuation, investment and
funding assumptions. These rankings and related analyses are found in
Appendix 5.
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We calculated the annual administrative costs for the surveyed retirement
systems per member and per staff position..and we calculated the
administrative costs as a percent of the assets’ market value. The detailed
administrative costs data compilation is included with the survey data found
in Appendix 2. The administrative costs rankings and analysis are
presented in Appendix 6.

We summarized the surveyed retirement systems’ retirement board
composition data by board member category. This data is presented in
Appendix 7.

We collected data relating to several other states’ approach to organizing
and staffing their respective investment management functions. These
contacts were made by telephone and were much less formal and
structured than our other data collection processes. We found four states
who have an investment management function that is separated from their
state retirement systems’ boards of trustees. These states are lllinois,
Wisconsin, Oregon and Washington. However, we found no state where,
as in Arizona, the separate investment management function is dedicated
entirely to the management of their retirement system’s funds. On the other
hand, all four of these other states have a full-time, executive director and
support staff who report directly to their respective investment management
boards.

The Private Pension Systems Survey Data Collection Survey Process yielded
unsatisfactory results. The Private Pension Systems Survey was sent to 32
of the largest companies in Arizona. We also contacted each company by
telephone to request a response to the survey. In spite of this, we received
only five completed surveys. While this data Is useful and is generally
indicative of the private sector pension plan environment, it is not sufficient
to form conclusive findings. Consequently, we have supplemented this
survey data with summary data obtained from the Arizona State Personnel
Division’s "Joint Governmental Salary and Benefits Survey." These findings
resulted from information provided to the Arizona State Personnel Division
by 195 private sector companies. To the extent possible, we have
extrapolated these data to allow for a composite analysis which included the
data from the Private Pension Systems Survey we conducted.
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7.2

Internal D ollecti An

Data was used and/or collected from the following primary sources which
are internally oriented with the Arizona State Retirement System and the
State of Arizona:

- The computerized database of more than 33,000 retirement benefits recipients as
of November 1988 (reference Appendix 10).

- Studies, data and other information relating to the Arizona State Retirement System
(reference Appendix 1).

- Structured interviews with each member of the Retirement Board and the Director
of the Arizona State Retirement System (reference Appendix 8).

- Structured interviews with representatives of several employee and employer
advocacy groups (reference Appendix 8).

The actuarially oriented analysis of the computerized retirement benefits
database was used primarily to develop our recommended Post-Retirement
Bernefit Enhancement Dedicated Trust Fund concept (reference Appendix
9). This analysis summatrized totals of retirees’ benefits by several different
age, years of service and other related categories. -

The Appendix 10 Tables were prepared using a tape containing the retiree
database as of November 1988 provided by the Arizona State Retirement
System. Data from the tape was transferred to a computer disc file. A
computer program was written to sort and tabulate the data by criteria such
as date of retirement and final average salary. Calculations such as final
average salary required, for example, reversing COLA’s to find the original
benefit, reversing the effect of retirement options such as joint-and-survivor
and early retirement, and then dividing by the benefit percentage yielded
from service and date of retirement.

The four Table 11 spread sheets were developed to illustrate the expected
life of the Post-Retirement Benefit Enhancement Dedicated Trust Fund
(reference Appendix 10 page 10-15 through 10-22). The major
complication arose from the assumption that when a Post-Retirement Benefit
Enhancement is given a liability resuits for the life of the recipient retirees.
This actuarial liability reduces the balance that can be used for new
Post-Retirement Benefit Enhancements. To calculate this liability a standard
1979-80 US Life Table was used and a rate of total increase in retiree
benefits was derived from the Wyatt & Company asset valuation. The Table
11 spread sheets dispense new Post-Retirement Benefit Enhancement until
the actuarial sumplus is expended. After that, no new Post-Retirement Benefit
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Enhancement are given although payments continue on Post-Retirement
Benefit Enhancement already granted.

Among the studies relating specifically to the Arizona State Retirement
System we reviewed, and which are listed in Appendix 1, we particularly
analyzed the following:

bl

- Arizona State Retirement Pian - Actuarial Valuation as of June 30, 1989.

- Asset/Liability Modeling Study for the Arizona State Retirement System March
1989,

- Arizona State Retirement System Alternatives for Actuarial Value of Assets and the
Cost of an Automatic COLA, December 15, 1989.

- Arizona State Retirement System Spendable Income Analysis.

- Arizona State Retirement System Investment Performance Evaluation Report for
Periods Ending September 30, 1989.

- Asset and Benefit Valuation of the Arizona State Retirement Plan for The Arizona
Legislative Council, May 8, 1989,

Further, the Wyatt Company was helpful in providing answers to some of the
information requests we made of them.
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FIGURE 1

ARIZONA STATE RETIREMENT SYSTEM
STATEMENT OF PRIMARY INTENT

1. 1t is the policy of the Arizona State Legislature that the primary
intent of the Arizona State Retirement System is to:

a. recruit and retain employees of the highest possible quality.

b. contribute toward providing a total compensation pacKgge
that is generally equivalent to comparable employment in
othier public and private organizations in the State of
Arizona.

c. provide o retirement system and associated retirement
benefits which willmake government employment attractive

employees to remain in government service for such periods
of time as to provide the public employer full benefit of the
training and experience gained by these employees.

d. provide an orderly metfiod of promoting and maintaining a
high level of service to the pubfic through an equitable
separation procedure which is available to employees at
retirement or upon becoming disabled.

2. Generally, it is the intent of the Arizona State Retirement System

to encourage a full 30-year service career, to discourage earfy
retirement, and encourage extended employment.

3. Generally, the intent of the Arizona State Retirement System is
NOT to meet 100% of a member’s post-retirement income
requirements.
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FIGURE 2

ARIZONA STATE RETIREMENT SYSTEM
PRIMARY FUNDING OBJECTIVES

. Keep employer and employee contribution rates at the lowest

possible level while simultaneously providing for the maximum
le retumn on investment, and maintaining an investment

portfollo of the fighest possible caliber.

. Maintain the Actuarial Value Funding Ratio at 1.05 or greater;

and, if the funding ratio declines to less than 1.05, to provide for
its reaching 1.05 in not less than 10 years from the date it fell
below 1.05.

. Meet the defined actuarial Rabiities of the Arizona State

Retirement System through investment activity which is
consistent with the prudent man rule and which meets other
requirements of Arizona State law and the investment
management policies of the Investment Advisory Council.

Figure -2




FIGURE 3

DEFINITION OF THE TRUST FUND NATURE OF THE
ARIZONA STATE RETIREMENT SYSTEM

1. 9t is the policy of the Arizona State Legislature that the Arizona
State Retirement System’s Pubfic Employees’ Retirement Trust
Fund is o trust fund establishied to afford an optimum degree of

to the member employees of the State and its political
subdivisions. ‘The monies and other assets of the Arizona State
Retirement System’s Public Employees’ Retirement Trust Fund
shall not be used or appropriated for any purpose which is
incompatible with the Arizona State Retirement System
Statement of Intent.

2. On the date that this policy is implemented, the Retirement
Board shall deposit all monles and otfier assets of the Arizona
State Retirement System into the Arizona State Retirement
System’s Publc Employees’ Retirement Trust Fund.

3. ALl funds received by the Arizona State Retirement System as
employer and employee contributions shall be depasited into the
Arizona State Retirement System’s Public Employees’ Retirement
Trust Fund.
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FIGURE 4

PROJECTED RETIREMENT BENEFITS PAYMENTS
FOR THE NEXT 25 YEARS

PROJECTED BENEFITS (in $ Billions)

19h9|D9‘1 Lgb | 95 | o7 [1g89| 1 l 3 l §l 1 4 s | 11 [220'13
90 92 94 96 98 2001 101
_ FUTURE YEARS
O VITE 3.5% COLA  + VITHOUT 3.5% COLA

NOTE:

1. The source for this data is the Wyatt Company’s "Asset/Liability
Modeling Study for the Arizona State Retirement Systerm’ dated
March 1989. :

2. The projected retirement benefits have been reduced by
eliminating the effect of the 3.5% COLA in two out of three of the
projected future years.
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FIGURE 5

SAMPLE BENEFITS USING THE ACTUAL AD-HOC COLA
AMOUNTS GRANTED (Page 1 of 2)

Case One: - The member retired effective 1/1/1974.
- The member had 30 years of service.
- The member’s final average salary equalled $1,150 per month.
- The Initial benefit equais $450/month (.0125 x 23.5 x $1,150 plus

.015 x 6.5 x $1,150).
YEAR | AD-HOC COLA LEGISLATION ACTUAL CP! IN Y2 OF | BENEFIT
BENEFIT PRIOR CPl IF 3%
AMOUNT | YEAR UP TO | CAPPED
3% COLA
Initial Benefit (1/1/74) $ 450.00 $ 450.00
1974 | 5% to all retirees 472.50 6.2% N/A 450.00
1975 | No increase ‘ 472.50 11.0% 3.0% 463.50
1976 | 10% if benefit under $500 519.75 7.0% 3.0% 477.41
1977 | No increase 519.75 4.8% 2.4% 488.87
1978 | No increase-benefit over $500 519.75 6.8% 3.0% 503.53
1979 | No increase 519.75 9.0% 3.0% 518.64
1980 | 5% to all retirees 545.74 13.3% 3.0% 534.20
1981 Scale-years retired (8%) 589.40 12.4% 3.0% 550.23
1982 | Scale-years retired (6.75%) 629.18 8.9% 3.0% 566.74
1983 | No increase 629.18 3.9% 1.95% 577.79
1984 | $40/month-all retirees 669.18 3.8% 1.9% 588.77
1985 | $40/month-all retirees 709.18 4.0% 2.0% 600.54
1986 | 60¢/mo. for yrs.retd. +yrs.svc. 734.38 3.8% 1.9% 611.95
1987 | 60¢/mo. for yrs.retd.+yrs.sve. 760.18 1.1% .55% | 615.32
1988 | No increase 760.18 L 4.4% 3_2% 628._85_ |
NOTE: The actual increases are about 21% more than the increases would

have been with an automatic COLA (i.e., $760.18 versus $628.85).

Figure -5
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FIGURE 5

SAMPLE BENEFITS USING THE ACTUAL AD-HOC COLA
AMOUNTS GRANTED (Page 2 of 2)

Case Two: - The member retired effective 1/1/1975
- The member had only 10 years of service.
- The member’s final average salary equalled $1,739 per month.
- The initial benefit equals $250/month (.0125 x 2.5 x $1,740 plus
015 x 7.5 x $1,740)

— ——y

YEAR | AD-HOC COLA LEGISLATION ACTUAL CP!I IN Y2 OF | BENEFIT
BENEFIT PRIOR CPl IF 3%
AMOUNT | YEAR UP TO | CAPPED
3% COLA
Initial Benefit (1/1/75) $ 250.00 $ 250.00
1975 | No increase 250.00 11.0% N/A 250.00
1976 | 10% if benefit under $500 275.00 7.0% 3.0% 257.50
1977 | No increase 275.00 4.8% 24% | 263.68
1978 | Scale-6% increase 291.50 6.8% 3.0% 271.89
1979 | No increase 291.50 9.0% 3.0% 279.74
1980 | 5% to all retirees ' 306.08 13.3% 3.0% 288.13
1981 | Scale-years retired (7%) ‘ 327.51 12,4% 3.0% 296.77
1982 | Scale-years retired (6%) 347.16 8.9% 3.0% 305.68
1983 | No increase 347.16 3.9% 1.95% 311.64
1984 | $40/month-all retirees 387.16 3.8% 1.9% 317.56
1985 | $40/month-all retirees 427.16 4.0% 2.0% 323.91
1986 | 60¢/mo. for yrs.retd.+yrs.svc. 439.76 3.8% 1.9% 330.06
1987 | 60¢/mo. for yrs.retd. +yrs.sve. 452.96 1.1% 331.88
.55%
1988 | No increase 452.96 4.4% 2.2% 339.18 |

NOTE: The actual increases are about 34% more than the increases would
have been with an automatic COLA (i.e., $452.96 versus $339.18).
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FIGURE 6

POST-RETIREMENT BENEFIT ENHANCEMENT DEDICATED
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APPENDIX 1
LIST OF OTHER SURVEY DATA SOURCES
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RESOURCE - GENERAL:

NASRA/NCTR Survey of Systems: 1989

1988 Pension Commission Clearinghouse
Report on State Pension Commissions

Retirement Provisions Survey: 1985-86

Comparative Statistics of Major
State Retirement Systems, 1984-1988
Legislative Finance Papers

1987 Survey of Actuarial Assumptions
and Funding
(plans with 1,000 or more active members)

On Target, 90% - Public Pension Funds 1988

The Business Journal, 1989 Book of Lists
Used: - The top 25 Arizona-based
public companies.

SOURCE:

NASRA - Bert D. Hunsaker
P.O. Box 2875

Salt Lake City, UT 84110-2875
NCTR - Bruce Hineman

P.O. Box 1882

Austin, TX 78767-1882

Foster Higgins & Co., Inc.
Pension Commission Clearinghouse
125 Broad Street

New York, NY 10004

Joyce Gaul

National Education Assoc.
1201 16th St., N.W.
Washington, D.C. 20036-3290
Margaret "Peg" Jones, Director

Fiscal Affairs Program

National Conference of State
Legislatures

1050 17th St., Suite 2100

Denver, CO 80265

Ronald K. Sneill

The Wyatt Company

Greenwich Associates
Office Park Eight
Greenwich, CT 06830
Rick Green

The Business Journal
3737 N. Seventh Street, Suite 200
Phoenix, AZ 85014

- 25 of the largest Maricopa County employers
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RESOURCE - GENERAL:

Arizona Statistical Review
45th Annual Edition: December 1989

Arizona Labor Market Information
Annual Planning Information
1989-90

Joint Governmental Salary and
Benefits Study: 1989

Appendix 1 -3

SOURCE:

Valley National Bank of Ariz.
Economic Planning Division
P.O. Box 71

Phoenix, AZ 85014

Arizona Department of Economic
Security

Research Administration

P.O. Box 6123, Phoenix

Arizona Dept. of Administration
Personnel Division
Compensation Section

1831 W. Jefferson

Phoenix, AZ 85007



RESOURCE - ARIZONA RETIREMENT:

Arizona Revised Statutes
Title 38, Chapter 5 )
October, 1989

Arizona State Retirement Plan
Actuarial Valuation as of June 30, 1989
November 17, 1989

Arizona State Retirement Plan
Actuarial Valuation as of June 30, 1988
December 16, 1988

Asset/Liability Modeling Study
for the Arizona State Retirement System
March 1989

Arizona State Retirement System
Alternatives for Actuarial Value of Assets
and the Cost of an Automatic COLA
December 15, 1989

Arizona State Retirement System
Spendable Income Analysis

Arizona State Retirement Plan
Introduction to the Projected Unit Credit
Actuarial Valuation Method

October 14, 1988

Arizona State Retirement System
Investment Performance Evaluation Report
for Periods Ending September 30, 1989
November 1989

Appendix 1 - 4

SOURCE:
Arizona State Retirement System

Edwin C. Gallison, Director

The Wyait Company

The Wyatt Company

The Wyatt Company

The Wyatt Company

The Wyatt Company

The Wyatt Company

William M. Mercer Meidinger
Hansen Asset Planning, Inc.
3303 Wilshire Boulevard
Los Angeles, CA 90010



RESOURCE - ARIZONA RETIREMENT:

Asset and Benefit Valuation of the
Arizona State Retirement Plan

for The Arizona Legislative Council
May 8, 1989

Arizona State Retirement System
35th Comprehensive Annual Financial Report
for the Year Ended June 30, 1988

Arizona State Retirement System Board
Component Unit Financial Statements
and Additional Information and
Independent Auditor’s Report

Years Ended June 30, 1989 and 1988

Report of the Legislative Council
Study Commission on the
Arizona State Retirement System
January 1, 1983

Minutes of the Arizona State Retirement System
Retirement Board Meetings: 1989-90

Appendix 1 -5

SOURCE:

James R. Booth, Ph.D.
Richard L. Smith, Ph.D.
Professors of Finance
Arizona State University

Arizona State Retirement System

Edwin C. Gallison, Director

Touche Ross

Arizona Legislative Council

Arizona State Retirement System
Edwin C. Gallison, Director



APPENDIX 2
PUBLIC EMPLOYEES RETIREMENT SYSTEM SURVEY DATA

CONTENTS:

® Sample Survey Letter
m Retirement Plan Features Data and Administrative Cost Data
® Actuarial Valuation Data - Funding Information
m Actuarial Valuation Data - Valuation Assumptions Information
m Statewide Salary Comparison Data
m Comparison of Various Salary and Retirement Benefits Data
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January 25, 1990

Mr. Harry M. Descoteau

Executive Secretary

New Hampshire Retirement System
169 Manchester Street, Building 3
Concord, NH 03301

Dear Mr. Descoteau:
This letter is written to request your assistance.

We have been retained by the Arizona Legislative Council Joint Study
Committee, co-chaired by Speaker Jane Hull and Senator Doug Todd, to
conduct an evaluation of the Arizona State Retirement System. This
Study Project will include examining certain aspects of the Retirement
System in comparison to private pension systems and other public
retirement systems.

The enclosed spreadsheet shows four sets of data for your retirement
system which we have compiled from various sources including the
NASRA/NCTR Survey of Systems 1989. So that our project data may be
as complete and accurate as possible, we ask that you supply
information for your retirement system in the highlighted blank
sections. Further, should you wish to provide more current
information for any section other than that shown, please feel free
to do.

We ask that you complete the enclosed survey form and, if possible,
return it by February 9 to our associates at:

Cyberserv International Co. for
Kaufmann and Goble Associates
1091 West California Avenue
Mill Valley, CA 94941

‘Thank you for your assistance with this important work for the Arizona

State Legislature.
Sincerely,

KAUFMANN AND GOBLE ASSOCIATES

Appendix 2 - 2



(Page 1 of 3)

N : CONTRIBUTION RATE : ****°HENEFIT AMOUNT""*** : COLA' : EARLY RETIREMENT=#2===%2* . COORD. WITH . |

10 30 YRS. OF SERVICE : Irvest. : Reduction No Radus. :  SOCSEC. .
RETIREMENT SYSTEM : T : Member Employer : Retum Ad : incentive Option Option :
State PERS Teacher : E : % % : $15,000/Ann  $30,000/An : Auto. Felated Hos : Yes: No Yes No Yes No Yes No.

9 : : : :
Alabama 1 : 5,000 7.570 : $8,632 $17.284 1 1 1 1 1
Alaskn 1 : 7.530 9.140 8,578 17,156 1 1 1 1 1
Alagke 1 : : 6.830 $.230 : , 9,650 19,301 : 1 1 1 1 1 LI R
ARIZONA 1 : 3820 3.820 8,578 17,188 : 1 1 1 1 1
Arkansas 1 ¢ 6.000 12.000 : 7.878 4 15,570 1 1 1 1 1
Arkansas 1 H H Q.400 5.400 : 6,754 13,502 1 1 1 1 1 1 H
Catiternie: 1 HE 6.000 13.200 : 9,210 19,561 1 1 1 1 1 1 1 :
Colorado 1 H : 8.000 8,360 : 8,936 17,871 1 1 1 1 1 LI
Connaatiout 1% ¢ 6.000 28.500 8,578 17,188 : 1 1 1 1 1 1
Connectiout 1 HE : 5,704 1,408 : 1 1 1 1 1 :
Delawars 1 cf o 3.000 9.000 : 8,792 13,583 1 1 1 1 1 :
Florida 1 : H 0.000 13.900 : 8,874 13,747 1 1 1 1 1 1
Georgia 1 : 1 6000 13.630 8,788 17,571 1 1 1 1 1
Qeorgia 1 : : 0.250 17.110 : 6,750 13,500 : 1 1 1 1 1 h
Hawail 1 F 7.800 15.000 : 8,579 17,156 : 1 1 1 :
Idaho 1 : : 5.430 9.890 : 7,50t 15,008 1 1 1 1 1 p
liinole 1 H 8.000 2510 : 8,508 17,010 : 1 1 1 1 1 :
{ilincie ., 1 H H 4.909 117 ¢ 5,100 10,200 : 1 1 1 1 1 1 : i
indiana 1 : 3.000 8.000. : 4,501 9,001 1 1 1 1 1 .
Indisns 1 : : 3.000 8.000 : 4,501 9,001 : 1 1 1 1 1
lowa 1 P : 7.163 14,328 :
Kaneas 1 PR 4.000 3.070 : 5,004 11,728 B 1 1 H 1 ;
Kentucky L 9,855 13.1056 9,438 18,978 : 1 1 1 1 1 : 1
Kentucky 1 : 4 5.000 7.450 : 7.589 18,138 1 : 1 1 1 : 1 '
Louisiena 1 : 7.000 10,300 : 10,723 21,445
Louisiana 1 : B 7.300 12.000 : 11,023 21,748 1 1 1 1 1
Maine 1 : : 6.500 17.030 s,078 17,158 : 1 1 1 1 1
Maryland 1 R 3.080 16.820 3,431 9,591 : 1 1 1 1 1
Macsashusette 1 : 5.900 16.200 : 10,723 21,448 1 1 1 1 1
Massachusetts 1 c¢ 0 7.000 : 10,723 21,448
Michigan 1 0.000 8.040 : 6,750 13,600 1 1 1 1 1 .
Minnesota 1 4.500 8.960 : 5,485 10,910
Minnesota 1 370 3.900 §,458 10,910 1 1 1 1 1
Missiesipp! 1 6.500 9.750 : 8,438 16,678 1 1 1 1 1 1 1
Missouri 1 9.200 9.200 : 8,592 17.184 1 1 1 1 1
Missouri 1 H : 0.000 9.900 : 5,704 11,400 1 1 1 1 1
Montana 1 H 7.044 7.459 7.120 14,240 : 1 1 1 1 1
Montana 1 B . 6.000 LX) ¥ A 7.120 14,240 : 1 1 1 Vo 1
Nevada 1 : . 9128 9.125 10,723 21,445 1 1 1 L - 1
New Hampehire 1 HILE 5.580 3.500 7.120 14,240 1 1 1 1 1
New Jorsey 1 : 2.780 14.370 : H 1 1 1 1 1
New Jorsey 1 F 2.950 8.970 : 1120 14,240 : 1 1 1 1 1 g
New Mexico 1 : 7.600 7.600 : 9,675 19,360 1 1 1 1 1 1
New York 1 HE 3.000 16.700 : 8,578 17,186 :
No. Carolina 1 B : 6.000 9.350 : 6,618 13,208 1 1 1 1 1
No. Dakota 1 H 8.750 6.750 5,738 1,472 ¢ A I 1 1 1 1
No. Dakota 1 : H 4.000 5.120 : 8,137 12274 1 1 1 1 1 ‘
Ohio t: ¢ 80 14,000 : 9,450 18,900 : 1 1 1 1 1 1 1
Ohio 1 H : $.500 13710 : $.007 18,014 1 1 1 1 1 1
Okiahoma 1 : 5.500 13.200 : 8,578 17,186 : 1 1 1 1 1 g
Oklahoma 1 : : 2.500 8.000 : 4,578 17,156 1 1 1 1 1
Oregon 1 8.000 11.300 : 7183 14,328 1 1 1 1 1 . 1
Penneyivannia 1 $.000 13220 : 8578 17158 : 1 1 1 1 1
Rhode lsland 1 H : 7.500 12100 : 9,438 10,872 : 1 1 1 1 1
So. Carclina 1 PR 8.000 7.560 : 8,640 16,380 1 1 1 1 t 1
8o. Dakota 1 : $.000 $.000 : 5,628 11,250 1 1 1 1 1
So.Dakota/Opt. 1 H H 8.000 8.000 : 8,578 17,188 1 1 1 1 1 o
Tennesess 1 L 0.000 8,850 : 8,137 7,898 : 1 1 1 1 1
Texas 1 : 6.400 8.000 : 8,578 17,156 1 1 1 1 1
Utah-Contrb. 1 Tt 6000 5.3% 8,578 17,186 : 1 1 1 1 : 1
Utah=-Noncon., 1 : i 0.000 9.600 6,525 13.080 : 1 1 1 1 : 1
VA Supplemtl. 1 1 5.000 8.556 : 6,483 13,560 : 1 1 1 1 : 1
Vermont 1t % 5500 7.540 : 1 1 1 1 1
Vermont 1 : . 0.5% 10.740 : 5,625 11,250 1 : 1 1 1 1
Washington—i 1 : 6.000 11.800 : 8,183 16,368 1 1 1 1 1
Washington-{ 1 H : 6.000 6.280 : 8,183 16,388 1 1 1 1 1
West Virginia 1 H 8.000 6.000 : . 8,183 16,365 : :
Wisconein 1 : : 6.000 8.000 : (X -] 13,78 1 : 1 1 1 1
Wyoming t :r 5570 $.680 : 0,578 17,158 : 1 1 1 1 1o 1 l
TOTAL 47 = : a7 68 87 a7 9 5 s s 58 60 2 17 48 12 51
% TTL.SURVEYED H H H T 40.0% ¢ 6.3% 45.000: 7.9% S2.1% 96.8% 2%  27.4% T72.6%: 19.0% 61.0% :
MINIMUM t 0 0.000 3.070 : $3.43 $7,696 : : : : 1
MAGMUM : o 9.888 25.500 $1,0 $21,748 :
AVERAGE i i 5198 9702 : $7,6a7 $15,430 : ) .
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/ SURVEY QF PUBLIC SECTOR RETIREMENT SYSTEMS: FEATURES AND ADMIN; COST DATA \DATA-COL\SUR-
(Page 2 of 3)

: N : RETIRED *****°ACTIVE****" : "***ADMINISTRATION***"* . ***ADMINISTRATIVE COST DATA ANALYSIS*** *:

1 Q : MEMBERS MEMBERS : Admin. Admin, Total :
RETIREMENT SYSTEM 1T @ {(ine.Swv.  (Not Det.Vested) Admin. Total Siaif Coat Per Coat Per Mambere
State PERS Temcher : € : Bensl) Vested Non-Vest. : Budgst Only Budget Sizs  Member St Per Statt

18 : :
Alabama 1 : 26,119 108,548 $3,351.066  §3,961,688 %0 $25.48 7.2 1,463
Alnska 1 2,008 4,196 3,601 1,406,800 3,622,200 : k4 142.07 52,087 368
Alaska 1 4,633 13,097 13,668 : 1,808,900 5,132,700 : ] 57.52 3,118
ARIZONA 1 31,%6e 61,020 .48 3,088,314 3,066,314 ™ 19.68 9,312 1,908
Arkanses 1 11,707 45,374 T, 1,087,790 125,018,809 40 19.78 26,448 1,3%
Arkansas 1 9,158 9639 309 2122328 2,623,888 45 42.52 LYAL 1,108
California 1 H 230,640 547,587 42,824,000 79,889,000 : 767 85,03 $5,833 1,018
Colorado 1 30,649 $9,300 41,508 8,684,229 9654229 © 128 65.83 69,234 1,052
Connecticut 1 - 13,608 32,500 8,130 : 1,014,766 1,814,766 k1) N2 58,841 1,752
Connectiout 1 H 21,137 56,202 : $,500,000 5,500,000 as na 64,708 9o
Delaware 1 H 9,704 16,306 10,845 1,370,000 8,461,000 : 3 37.00 35,128 M7
Florida 1 102,18 190,587 312,201 9,243,37¢ 11,636,887 : 227 15.28 40,720 2,668
Georgia 1 26,52 50,412 70,449 4,200,052 4,209,082 ] 27.08 61,001 2253
Georgia 1 13,006 24,089 22,998 : 1,960,763 4,385,048 14 7., 72,250 2,598
Hawail 1 - 20,000 50,000 : : S0
idaho 1 16,344 27,608 18410 1,900,000 5,085,000 : 45 30.42 2,222 1,298
llinois 1 43,388 80,000 20000 : 5,271,130 13,286,130 : 13 368.76 51,176 1,392
linole 1 32,870 43,853 31,370 : 3,418,510 9,059,410 : n nn 40,148 1.518
Indiana 1 25,649 43,215 20,942 : 981,934 981,934 28 10.91 37,767 3,482
Inciana 1 1.7 42,260 83,038 : 5,049,618 5,049,616 : 49 3,209
fowa 1 - : :
Kansas 1 hd k Akal 39,290 58,291 an2.28 12,800,000 : [ -] 2028 43,081 AL
Kentucky 1 . 18,599 38,606 12,088 2,279,000 2,874,000 : 45 33.54 50,644 1,497
Kentucky 1 24,327 52,422 30,649 : 2,245,991 2,245,991 70 19.46 32,008 1,649
Louisiana 1 :
Louisiana 1 23,982 243 50,792 : 1,309,508 3,238,831 “ 15.19 29,764 1,969
Mains 1 21,965 44,949 © 2,518,151 5,930,262 : R 3z7.62 34,974 30
Maryland 1 . 46588 57977 2048 3,200,000 10,300,000 : 102 14.07 31,373 220
Maseachusetts 1 2,68 78,383 1,462,000 238,082,000 : L)) 14.66 B, NS 2408
Maseachusetts 1 - :
Michigan 1 2,873 30,458 33,090 2,600,000 2,600,000 19 30.44 136,842 4,496
Minnseota 1 : :
Minnssota 1 12,341 1740 28270 : 1,940,000 3,516,000 : » .42 49,744 1,480
Mississippi 1 30,028 96,434 30,404 - : 3,009,154 3,009,154 7 2444 52,180 2138
Missouwri 1 28812 20968 : 1,438,482 234,256 © 37 35,808 1,308
Missouri 1 10,380 24,53 17,400 5,181,208 17,400 : L] 98.84 112,200 1,138
Montans 1 8,278 10,131 4919 438,200 749,120 " 20.58 39,838 1,939
Montana 1 8.219 2719 H 610,128 810,126 : 17 1676 35,8900 2,142
Nevada < 1 10,206 14,438 30,478 1,782,521 1,782,821 a7 229 48,176 1,492
New Hampehire ~ 1 - 8,308 17,380 17.980 1,191,029 1,191,029 : -] 7.08 41,070 1,485
New Jerosy 1 31,442 70,707 42,020 :
New Jarssy ] ° 57,109 85,108 192,527 : 19462000 19,482,000 : 459 N 42,401 as3
New Mexico 1 11,280 26,324 19,168 : 1,008,000 1,066,000 : 19.13 38,788 2,028
New York 1 . 221,504 269,285 338,284 :
No. Carolina 1 61,219 149,384 61,008 : 2,583,087 4,338,603 : 100 .44 3,67 278
No. Dakota 1 3082 7.438 2192 500,073 1,809,678 : 18 36.99 33,238 901
No. Dakota 1 170,974 5,479 8087 : 1,015,008 3,575,004 14 5.50 72,500 13,19
Ohio 1 66,483 118788 102,861 20,543,500 20543500 @ 248 nan 82,837 1,162
Ohio 1 103,549 276,240 T 12,525,600 13426968 ¢ 20 2.9 54,223 1,844
Okiahoma 1 23,780 33,000 48400 : 1,600,000 3,500,000 : 38 18.68 42,108 2,689
Okiahoma 1 13,448 116,083 40,983 3,203,340 : n 5,499
Oregon 1 50,467 74,853 - 40,091 4,400,000 - 4,400,000 : 100 26.60 44,000 1,654
Pennsyivannia 1 72374 84,997 “4502 : 5,532,000 13,920,000 @ 108 30,42 52,608 1,732
Rhode isiand 1 10,476 14,408 10278 : 1,166,000 1,640,000 : 2 3314 52,955 1,508
So. Carolina 1 - 30,024 164,870 H 6,000,000 6,000,000 : 104 257 57.682 1,981
So. Dakota 1 9,852 17,307 11,442 : 1,482,768 1,462,768 : 20 38.41 49,426 1,287
So.Dakotw/Opt. 1 9,062 17,3%7 11,442 1,482,768 1,462,768 : 30 30.41 48,420 1,287
Tennessse 1 - 49,508 62,303 90,780 B 80 25N
Taxas 1 108,548 165,704 206,784 7,734,691 15,872,548 : 302 13.78 25,012 1.8%8
Utah-Contrib. 1 13,068 48,675 5,012,578 9,138,300 :
Utah=-Nonoon. 1 4,042 42,507 :
VA Suppiemi. 1 . 52,97 148,673 091,621 6,793,500 9,880,920 : 109 2.97 62,326 2,60
Vermont 1t 2,638 204 8,336 94,700 1,225,700 8 8.40 11,838 1,409
Vermont 1 2,433 1,796 5,408 : 99,000 2,032,800 : -] 10.28 12,375 1,204
Washington-i 1 2,048 30,700 1618 : 3,974,086 ™ 72.08 52,998 738
Washington—{ 1 47,571 48,850 5,708 : 7.215,634 137 72.07 52,689 ™
West Virginia 1 : :
Wisconsin ] 70,017 197,908 : 6,900,000 6,900,000 : 162 2.7 42,593 1,654
Wyoming 1 6,600 38,000 B 1,800,000 - 13,800,000 : 18 41.29 100,000 2422
TOTAL 47 2 55,162 156208 35.52% :
% TTL SURVEYED : 100128 64,48 B
MINIMUM 2,000 24 1,616 : $94,700 $17.400 : -] $5.50 $11,838 368
MAXIMUM 230,640 - 547,567 338,064 $42,024,000 $42,82¢,000 : 767 §142.07 $138.842 13,181
AVERAGE 37,241 69,849 52,071 $4,473,541  $13,17097% 87 $34.27 $49.27% 1,967
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URVEY QF PUBLIG SECTOR RETIREMENT

(Page30f3)

NOTES - Member Contribution Rate:

California PERS:
Connectiout PERS:
Delaware St.Emp.:
Georgia PERS:
lows PERS:
Maryiand St.Pen.:
N.Hamp.Ret.9ys.:
New Jeraey PERS:
S.Cavolins Ret.:
Vermont Teachers:

5.0M/mo. over $513

Two-tier aystam—Tles [, Plan B~2%6 up to Soc. Sec.max., 59 on salary above Soc.Sec.; Plan C-5% on ail
3.0% over $6,000 to OASOHI; max. plus 5% over

oid pian=8%; new plans=0.25%

3.7% of max. $40,000 4

non=conty. t0 8.9. wage base; 5.7% on balance

4.6%% to OASDH! baee; 9.2% on beiance

5.03% to 8.73% by sgs

4.0% to $4,800; 6.0% on excess

0-5.5% depending on grouwp.

NOTES - Employer Contribution Rate:

Connecticut PERS:
Comn. Teachers:
Georgia PERS:
Hawall PERS:
lows PERS:
Kansas PERS:

Ky. Teachers:
Masyland Fen.9ys:

Massachuseits Ret.:

N.Hamp.Ret.9ya.:
New Jorsey PERS:
New York Ret.Sys.:
Tenn.Conol. Aet.:
VA.Suppl.Ret. Sys.:

Rate actuarially required
Rate required

old plane12.36%; new plan-17.11%
Rate actuariaily required
5.75% of max. $40,000
Rate required

Rate required

Rate required

Rate required

Rats required

Rats required

Rate required

Rats requiced

Rate required (variable)

Tier it
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ETIRMENT SYSTEMS: VALUATION FUNDING DATA \DATA-COL\S-NCSL-

BENEFIT ACTUARIAL MARKET MARKET : ACTUARIAL : UNFUNDED
OBUGATION VALUE VALUE VALUE VALUE : STATUS
FUNDED FUNDED
State RATIO RATVO
Alabama 1 08r0/e8 $4,601,000,000 : $4,718,000,000 : $4,716,000,000 : 102.50% 102.50% {$115,000.000)
Alnska 1 osro/e7 1,210,009,000 : 1,225,009,000 : 1,267,159,000 104.72% 101.24% {15,000,000)
Alaaka 1 oarsoar 1,908,001,000 : 1,808,437,000 : 1,738,643,000 91.33% 99.66% 6,584,000
ARIZONA 1 0130/08 6,176,409,310 - 6,000,217,5%¢ 7314, 15,628 118.49% 108.25% (500,748,224
Arkanses 1 06/30/89 2,214,966,000 : 2,023,%07,000 2,062,084,000 : 93.10% 91.38% 194,871,000
Arkaness 1 08/30/98 929,748,000 : 1,210,201,000 : 1,168,442,000 : 128.78% 130.16% (280,485,000)
Caiifornia 1 oero/ar 41,337,318,261 33,709,517,608 42,204,316,150 : 102.10% 91.55% 7.627,800,583
Colorado 1 12n31/87 7,210,454,000 : 7.019,255,000 : 6,997,6824,000 : 97.05% 97.25% 191,199,000
Connecticut 1 osszomee 7.090,175,000 : 3,600,763,000 4,136,564,000 58.34% 50.79% 3,489,412,000
Connscticut 1 oa/30/89 $,071.519.549 : 2,796,032,658 : S5.19% 2,460,021,007
Deiaware 1 04/30/89 1,455,300,400 1,404,722,000 1,571,608,824 107.99% 96.52% 50,668,400
Florida 1 07/—i89 27,370,000,000 : 17,558,000,000 : 17,663,000,000 : 64.53% 64.15% 9,811,000,000
Georgia 1 08/30/88 8,653,433,000 : 6,771,409,000 : 7,465,588,000 : 86.27% 78.25% 1,882,024,000
Qeorgla 1 08/20/88 2,752,237,000 : 1,921,175,000 : 2,734,638,000 : 99.26% £9.80% 831,002,000
Hawail 1 : H :
idaho 1 07/01/69 1,790,000,000 : 1,364,400,000 1,580,024,024 88.76% 75.80% 433,600,000
flinole 1 06/30/88 10,922,000,000 : 6,889,500,000 : 7.055,000,000 : 64.50% 62.90% 4,052,500,000
lilnoie 1 08/30/89 3,752,134,283 : 2,5080,198.846 2,658,941,996 76.14% 68.77% 1.171,838,437
Indisna 1 os/30/08 4,637,200,850 : 1,401,8629,138 1,408,551,957 20.12% 28.96% 3,435,659,723
indinne 1 08/30/00 2,521,018,241 2,502,420,755 2,683,011,018 108.82% 99.26% 19,589,486
lows 1 : : :
Kaneas 1 01/01/88 2,727,447,200 : 2,542,089,100 : 3,184.818,389 @ 116.77% 93.20% 185,358,200
Kentucky 1 osraovar? 3,799,290,000 : 2,562,340,000 : 2,674,437,000 : 70.39% 87.44% 1,238,950,000
Kentucky 1 08/30/88 2,257,963,497 2,398,63%,047 2,540,850,816 : 112.53% 105.70% {128,670.350)
Louislana 1 : : H
Louisians 1 08s30/80 3,786,238,700 2,019,831,530 : : 53.35% 1,768,404.170
Maine 1 08/30/88 2,776,670,599 : 799,758,200 : 870,575,284 : 31.35% 28.T% 1,977.912.3H11
Maryland 1 0ano/es 14,142,578,283 : 9,0008,500,588 8,889,489,647 062.96% 69.70% 4,273,905,767
Massachuseits 1 01/01/88 6,331,000,000 : 2,670.000,000 : 2,670,000,000 4217% 42.17% 3,661,000,000
Massachusetts 1 B B B
Michigan 1 Qdrao/es 3,386,800,000 : 3,683,000,000 3,541,000,000 : 104.55% 108.16% (276,200,000)
Minnesota 1 : : :
Minnesota 1 oswer 1,589,508,000 : 1,518,483,000 : 1,631,357,000 : 102.63% 95.53% 71,022,000
Mississippi 1 06/30/89 5,324,657,000 3,600,283,000 : 4,208,686,000 79.04% 67.78% 1,715,364,000
Missouri 1 : : B
Missour 1 07/01/88 1,266,733,000 : 1,179.828,000 : 1,230,510,338 : 97.14% 93.14% 86,906,000
Montana 1 o7/01/80 999,351,700 561,349,964 620,814,560 : 62.12% 56.17% 438,001,779
Montana 1 07/01/%8 948,736,228 692,744,348 : 758,490,644 80.20% .25% 252,991,680
Nevada 1 08/30/08 3,936,601,700 : 2,637,235,600 : 2,637,235,600 : 86.99% 66.99% 1,299,356,100
New Hampshire 1 08r30/67 798,307,186 : 792,615,908 1,047,992,635 131.28% 99.29% 5,601,197
New Jeroay 1 owa/eT 10,522,530,000 . 7,144,923,671 9,135,299.635 96.82% 67.90% 3,377,506,329
New Jorssy 1 ocaner 6,094,020,000 : 5,8623,476,294 7.656,919,275 125.65% 95.56% 270,543,608
New Mexico 1 o8/30/80 2,238,242,000 : 1,661,965,000 1.783,283,912 : 77.89% 74.25% 576,287,000
New York 1 c¥3/ea 34,460,000,000 : 38,500,000,000 : 111.72% {4,039,000,000)
No. Caroline 1 12131187 10,478,234,000 10,199,106,918 : 10,199,106,916 : 97.34% 97.34% 279,127.084
No. Dakota 1 07/01/69 525,967,000 : 365,848,100 412,608,100 78.45% 73.36% 140,108.900
No. Dakota 1 06/30/89 273,201,600 : 314,700,100 : 347,455,096 : 127.14% 118.15% {41,408,500)
Ohio 1 07/01/89 21,970,477,000 : 18,057,321,000 : 17.507,301,000 : 79.66% 73.00% 5,921,156,000
Ohic 1 12191/88 15,857,900,000 : 13,290,000,000 : 13,728,700,000 : 87.60% 84.80% 2,367,800,000
Okishoma 1 o7/01/88 4,108,264,000 : 1,795,276,14 : 1.813,947,997 44.15% 43.70% 2,313,007,066
Okishoma 1 08/30/88 1,652,169,738 : 1,325,531,038 1,325,531,008 80.23% 80.23% 326,639,608
Oregon 1 123187 6,325,000,000. : 7,696,500,000 : 4,388,200,000 - : 100.76% 92.45% 628,500,000
Pennsyivannia 1 123ve7 7,384,307,000 6,716,513,000 : 7,378,577,000 : 99.90% $0.96% 667,794,000
Rhode istand 1 o807 2,327,225,300 : 1,264,900,600 : 1,550,723,000 66.63% 54.35% 1,062,324.700
So. Cacoline 1 08/30/87 6,447,539,000 : 4,605,381,000 : 4,838,382,000 76.59% 74.53% 1,642,1%8,000
So. Dakota 1 06/30/68 1,181,000,000 - 1,164,878,327 1,363,088,800 115.42% 96.63% 16,121,673
So.Dakota/Opt 1 06nes 1,161,000,000 : 1,164,878,327 1.363,086,600 : 115.42% 90.63% 16,121,673
Tennseses 1 06/30/89 7.107,200,000 : 7,078,000,000 : 7.710,800,000 : 108.49% 99.50% 29,200,000
Texss 1 : : :
Utah=-Contrb. 1 1,191,713,000 : 940,090,000 : 992,630,000 : 83.20% 78.89% 251,623,000
Utah—-Nonoon. 1 1,519,649,000 1,503,090.000 - 1.587,115,000 : 104.44% 90.91% 18,559,000
VA Supplemnt. 1 06r30/08 11,778,500,000 : $,280,800,000 7.157,100,000 : 60.76% §3.32% 5,497,700.000
Vermont 1 06730708 334,720,465 : 274,702,764 274,702,764 82.07% 82.07% 60,017,701
Vermont 1 07/01/88 319,612,600 : 240,249,700 261,966,200 : 81.96% 75.17% 79,362,900
Washington-i 1 0s30/08 5,177,100,000 : 3,039,000,000 3,007,800,000 : 58.10% $8.70% 2,138,100,000
Washington-| 1 12/31/68 5,846,600,000 3,861,110,000 3,048,100,000 85.82% 66.04% 1,985.490,000
West Viginia 1 : : :
Wisconsin 1 12131188 14,684,000,000 15,039,900,000 16.613,800,000 . : 111.55% 100.98% {145,900,000)
Wyoming 1 01/01/09 1,048,776,000 : 1,141,562,000 109.06%
TOTAL 47 2 :
MINIMUM $273,201,600 : $240,248,700 - $261,966,300 : 29.12% 20.7T% {$4,039,000,000)
MAIMUM $41,337,310,261 $38,508,000,000 : $42,204,216158 131.20% 130.16% $9,811,000,000
AVERAGE $6,220,478,212 : $5,078,989, 751 $4.870.633.427 87.38% 80.82% $1,278,998,551
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SECTOR RETI '
(Page 1 of 3)
: *ECONASSUMPYIONS/ANNUAL® : **"BASISVACTUARIAL®** : VALUATION METHODOLOQY : l
FORMULA AVG.PD : lwest.Ret Sal. inor. : VALUATION OF ASSETS Entry Age ‘
“% YRS. int.Rate it  Merk : Cost Market Other : PUC Normai Other
. (= = Notes) .
2013 0 .28 - : 1 . 1 :  Geo. B. Buck Conm. Actuaries ‘
2.000 30 9.00 » : 1 1 : Wm. M. Mercer-Meidinger-Haneen .
2.143 30 : 92.00 . H 1 1 1 Wm. M. Mercer=-Meidinger-Hansen
2,000 30 8.00 $50 1 1 . The Wysit Ca.
1.7% 280 : 7.8 740 1 : 1 :  Gabriel, Roedss, Smith & Co. i
1.650 8.0 : 7.00 . 1 . QGabriel, Roader, Smith & Co.
248 30 : 8.50 7.00 1 1 Costse, Herfurth & England
1.687 30 : 7.650 5% 1 : 1 1 Gabriel, Rosder, Smith & Co.
2.000 3.0 8.0 " 1200 1 : 1 : The Wyatt Co., Stamford, CT
1.330 3.0 : 8.50 . H 1 B 1 ¢ Miiliman & Roberteon, inc.
1.660 50 : 8.00 s8R 1 1 1 Martin E. Segai Co. 4
1.680 5.0 : 8.00 7% 1 1 :  Miliman & Robertson, Inc,
2000 20 : 7.00 . : 1 1 8uck Consultants
1.500 : 7.00 52 1 ] Suck Consultants
2.000 20 : 0.00 850 1 1 Martin E. Segal Co. _
1.687 5.0 7.98 . 1 1 Miliman & Robertson, inc. /
1890 269 8.00 4.00 1 1 1 : Geo. B. Buck Cone. Actuaries
1.145 8.00 6.50 1 1 1 The Wyar Co.
1.100 5.0 7.50 550 1 : 1 :  QGabriel, Rosder, Smith & Co.
1.100 8.0 : 7.50 850 1 : Wm. M. Mercer-Meidinger~Haneen
1.670 3.0 : : : |
1.400 4.0 8.00 8.50 1 Martin E. Segal Co.
2500 5.0 : 7.50 500 1 : 1 1 Geo. B. Buck Cone. Actuaries R
1.190 5.0 : 8.00 75 1 H 1 : Wm. M. Mercer-Meidinger—Hansen
2.500 3.0 : . : .
2.500 30 : 7.50 - : 1 . Hall Actuarial Assacietes H
2.000 30 : 8.50 . H : . 'Millman & Roberteon, Inc. :
1.180 30 : 7.50 . H 1 : ¢ Miliman & Robertson, Inc. : .
30 : 8.00 800 1 : 1 A Foster Higgine Co., inc. :
2.500 3.0 : : : : .
1.500 5.0 : 8.00 . 500 : 1 :  Gabriel, Roeder, Smith & Co. :
1.250 S50 : : : : :
1.260 5.0 : 8.00 .50 1 1 1 The Wystt Co. :
1.758 40 : 8.00 . 1 1 :  Buck Consultants, inc. :
2100 5.0 9.00 5.9 1 1 I W. Alfred Hayes, St. Louls :
1.330 3.0 8.00 - 6.50 1 : :  Gabrisl, Roeder, Smith & Company H 4
1.887 3.0 8.00 6.50 1 1 1 :  Hendrickson, Miler & Aseoc. :
1.860 3.0 : 8.00 6.50 B 1 : :  Hendrickson, Miler & Aseoc. :
I 2500 30 8.00 650 1 H 1 : Martin €. Segal Company :
New Hampshirs 1 HE 1.860 3.0 : 8.00 600 1 1 ;" Buck Consuitants, inc.
New Jervey 1 B .88 500 1 : . Buck Consultants, inc. —
New Jorsey 1 - 1.680 30 : 6.50 500 1 : . Buck Consultants, inc.
New Maxico t o 2.150 50 : 7.00 500 1 : 1 : The Wyatt Co.
New York 1 : 2.000 30 : 8.00 730 1 1 OUNAT i
No. Caroling 1 : 1.630 4.0 7.50 750 1 H 1 . Buck Consuitants, inc.
No. Dakota 1 1.220 3.0 : 7.50 800 1 1 Martin E. Segal Company
No. Dakats 1 [ 1.650 30 : 8.00 - : 1 1 Martin E. Segal Company
Ohio 1: 2100 3.0 : .78 588 1 : 1 1 Buck Consultants, inc.
Ohio 1 T 2100 30 : 7.78 5§80 1 : 1 :  Gabriel, Rosder. Smith & Compary
Oklahoma 1T 2.000 30 : 7.%0 600 1 1 1 : The Wyatt Co.
Okishoma 1 HEEH 2.000 3.0 : 71.50 600 1 : © Wm. M.Meroar=Meidinger-Hanesn
Oregon 1 1.670 3.0 : 7.50 600 1 1 . Miliman & Robertson, Inc.
Penneyivania 1 2.000 3.0 : 175 425 1 1 Hay/Huggine Company
Rhode lsland 1 2.300 3.0 7.50 . 400 1 1 1 Martin €. Segal Company
So. Carolina 1 1.820 0 7.00 11,00 1 1 Buck Consukants, Inc.
So. Dakota 1 1.280 30 ¢ 7.00 . : 1 ) Wm. M.Mercer-Meidinger-Hansen
80.Dakota/Opt. 1 2.000 0 ¢ 7.00 1 Wm. M.Mercer-Meidinger-Hansen
Tennsesse 1 HiH 1.500 5.0 8.50 8.00 1 1 1 Bryan,Pendiston, Swate/McAllister
Texas 1 2.000 3.0 8.00 600 1 : The Wyatt Co. :
Utsh-Contrb. 1 - 2.000 3.0 ¢ 7.50 878 : : € & B Consulting Grow
Utah-Noncon. 1 HE : 750 575 H : € &8 Consulting Group
VA. Suppiemnt 1 [ 1.650 30 : 6.50 528 1 : 1 :  Buck Consuitants
Vermont LI : 2.50 7% 1 : . Buck Consultants
Vermont 1 . 1.2%0 : 8.00 - : 1 . Martin E. Segal Co. E
Washington~{ t 2.000 20 : 8.20 825 1 : 1 1 Office of the State Actuary
Washington-{ 1 Do 2.000 20 : 7.00 5§85 1 H 1 :  Offics of the Stats Actuary
West Visginia 1 2.000 5.0 : : : :
Wisconsin 1 - 1.600 30 ¢ 7.50 56 1 : 1 : Gabriel, Roeder, Smith & Co.
Wyoming 1 - 2.000 30 ¢ 8.00 6.00 1 H 1 . Mastin E. Segal Ca.
TOTAL 47 : : : 7 14 2 9 4 2:
% OF TOTAL [ H O 422% 21.9% 15.9%: 20.0M 75.8% 4.4%
MINIMUM HE 1.100 20 : 6.50 400 : :
MAXIMUM HE 2500 29 : $.00 12.00
AVERAGE I 1.790 4.2 7.76 6.21
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UBLIC SECTOR RETIREMENT SYSTEMS: ACTUARIAL DATA

© \DATA-COL\SUR-PUB2 WK1

(Page 2 of 3)
NOTES - Formula %:
Alasks PERS: 2.0% for 1at 10 yre.; 2.25% for 2nd 10 yre.; 2.50% over 20 yre.
Colorado PERS: 2.5% x years up to 20; 1.25% for years over 20.
Connecticut PERS: 1.33% of finai average saiary plus 0.5% above $14,300
IWinois Teaghers: 1.67% first 10 yre.; 1.90% naxt 10 yrs.; 2.10% next 10 yre.; 2.30% next 10 yre.
Maryland Pension: 0.8% uwp to SSIL; 1.5% over SSIL
Minnesota PERS: 1.0% for 1et 10 yre.; 1.5% beyond tet 10 yre.
Minn. Teschers: 1.0% for 1at 10 yre.; 1.5% beyond 1t 10 yrs. *
Missiseippi PERS: 1-7/8% for 18t 30 yrs.; 2.0% in excees of 30 yre.
Rhode ieland PERS: 1.7% for 18t 10 yrsk, 1.9% for 2nd 10 yre.; 3.0% for 21-34 yre.; 2.0% over 35 yre.
So.Caroiina Ret.. 1.25% up to $4,000; 1.65% over $4,000
Tennesses Consol.: 1.5% to SSIL; .25% in excese of SSIL

NOTES - Salary increase/assumptions:

Alabama Teachers:
Alaska PERS:

No.Dakota Ret.:
Ohio Teachers:
Rhods lsiand Ret.:
Vermont PERS:

9% at 298 20 t0 5.75% at age 65.
&.5%/year for firet 5 yre, of v .50y ft
©.5%/year for firet S yre. of Y 8.5%/y

5% for infiation; 03,896 lor merit.

5.5 for inflation; 7.4% State and Mun., 5% School and Jud. for merit.

AQe 20=10.2%; age 25=9.2%:; age 308.1%; age 35=7.1%; age 40=6.5%; 45 up=6.0%.
12.00 to 15 yeare of setvice; 7.5% thereafter.

4=-114% t0 7% for combined inflation and merit.

0% inflation; various (based on a tabie) for merit,

3.5% lor infiation; graded 7.5% - 0% for merit.

4.0% for inflation; merit s a % ranging {rom £.0% to 10.0% based on age 65 ~ 20.

5.69% for scaied by 2ge 5.94% 1o 11.80% lor merit.

5% (o 9.23%/year graduated by age for eaiary 4 for o merit.
5% for inflation; 4.5% - 8.5% (or merit.

From 10.50% at age 20 to 4.50% at age 85.

4% for intiation; 0% ~ 1.85% for merit. Funded ratio is 80.5% for State, 49.55% for Teachers.
546 for inflation; 049 for merit depending on age.
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SERVICE RETIREMENT

Caiifornie 1 l
Colorsde 1

RETIREMENT SYSTEM
PERS Teacher

1 296 x first 10 yoars x AMS"; + 2.25% x second 10 years x AMS; + 2.5% x ramaining yeass x AMS
1 2% x years of sefvice x AMS*™

Arkanens 1 1/8% of avg. highest 60 moe. of pay less 1.25% of primary 80c.54c. X yre. of serv.cred.
California 1 Yre. PERS cavered sarv. x benelk facior x highest 38 consec. mae.ot highest 12 conesc. mos.by contract.

{2.5% x yre.1=20) + {1.25 x yre.over 20)] x avg. of 3 highest yre.salary w/15% iimitation in ing, of dec.

Connecticut 1 Age 60/20 yre.Conn.aev.; any age/35 yre.(min. 25 yre.in Conn.); 29 x yrs.serv. x highest J-yr.avg.saiary.
Delaware 1 1/60th of final avg. Mo. compansation x yre. of cred.serv.; age 62 w/S yrs.eerv.;age 80 w/1S yre. of serv.
Floride 1 Reg.Clase: 1.6% x yrs.nerv. X AFC & yre). 1.8% grad. after age 62 or 30 yre.eecv.).
Elected St. Off.Clase: 39 (3.3% for judges) X yrs. serv. X AFC. '
Special Risk: 296 X yre. serv. x AFC (2% factor sched. to inc. to 3% by 1/1/83).
Sr. Mgmt. Select Clase: 29 x yrs. serv. x AFC.
Georgia 1 Alter 7/1/82==1.5% x highest 6 cal.qtrs.avg.sal X cred.serv.
Before 7/1/82-~tormuia sal. less §140 x bene.form.x cred.serv.xage reduction.
Georgia 1 Formuia: 2% X serv. (up to 40 yre.) X avg.eal for 2 highest consscutive years.
Hawail 1
idaho 1 AMS x 1-2/3% x MS divided by 12 x 2% (Cinse 2); AMS = highest 60 conesc.moe.; MS = mos. of serv.
(Hincie 1 BASIC, coord.w/S0c.5ec, 1-10yrs.«1.0%; next 10 yrs.=1.1%4; next 10 yre.=1.3%; over 30 yre.=1.5%.
nonecootd. 1710 yre.=1.67%; naxt 10 yre.=1.9%; next 10 yre.=2.1%; over 30 yre,=2.3%,
Variations for Oept. of Correction and Police and Al Pllate.

|Yinole 1 1.67% x 18t 10 yrs; 1.9% x 2nd 10 yre.; 2.1.96 x 3rd 10 yrs.; 2.3% x excess ovar 30
X avg.sal{highest 4 consec.w/ last 10 yre) = annual benefit
Indiana 1 011 x years sefvics credi X 3 higheet year saiary.
Indiana 1 Yre.of eetv. x (5 highsst salaries div. by ) x 1.1% X age reduction of 1/10% per mo. ages 60-85
and 5/129% pes mo. ages 5060 piue annuity acent. which may be annuitized or taken in lump sum.
lows 1
Kaneas 1 Prioe servios 1% x final avg. saiary X yre. participating = 1.25%, 1.4%, or 1.5%, depending on years.
Kentuaky 1 Yrs. of sesv. x factor x FABS. FASsAvg.ot S higheet tiscal yre.of salery. .
Factores1.0%6 co.genl; 1.91% st.genl; 12.41% st.police; 2.49% (st.); 25% p ite (c0.)
Kentucky 1 Yrs. x 206 x FAS for serv.to 1/84; yre. x 2.5% x FAS for serv.sincs 1/84; yrs. x 2% x FAS for univ.members w/S.S.
Louisiana 1 2-1/2 x yre. of setv. X avg. comp. (+ $300 for who prios to 7/1/88).
Loulsisna 1
Maine 1 Teachers,State & some iocal dists.=1/50 x yre. of cred.serv. x avg.of highest 3 yre. earnings.
Some locai dists. (PLD) have 1/60 x yrs. of cred. sefv. x 3 highest yrs.earmings avg. l
Maryland 1 Yre.0f Serv.div. by 55 x avg.final sal(AFS)smax.ann.bene.(MAB) pen.sys. ~8% of AFS to 5.S.Integration Level
(SSIL) + 1.5% of AFS of SSiL x Yre. of Serv. = MAB
Masesachuseits 1
Massachusetts 1 Age tactor x yre. of cred.serv. X avg.eal.for 3 highset consec.yrs. = ann.ret.allow.option A.
Minnesota 1 1% pec yr. for 18t 10 yre, of serv.; 1~1/2% per yr. thereafter x high S FAS. !
Minnesota 1
Mississippi 1 Yre. @ to and inel. 30 yre. x 1-3/4% and 2% for ea.yr. in excess of 30 yre. x avg. of 4 highest consec.yrs.’ salary,
recuced 3% for ea. yr.under 30 yre. serv. of age 65 whichever is the lesser If age 60 or oider; .
reduced 6-2/3% if under 2ge 60 & have 25-30 yre.eerv. No reduction if 30 yrs. of serv. or age €5.
Missowsi 1 Senlority/mesit varies trom 1-3%.
Montans 1 Ytu. of serv. time 1/60 times the avg. of the highest 38 conssc. mos. salary.
Montana 1 Equal to 1/60 of the avg. finai compensation for each year of service.
Nevada 1 Serv. cred. x 2-1/29% x avg.comp.for highest consec.38 mos. of empioy. = unmodified retirement plan.
New Hampshire 1 Yearly benetit age 60 thru 64 = 1/60 x AFC x creditabie eevvios; &8 and after « 1/88 x AFC x creditable service.
Group Il {police/fire) = 2-172% x AFC x creditabie sery. (not to excesd 40 yrs.). AFC ie avg. of 3 highest gross earninge yrs. k
New Jersey 1
New Maxico 1 FAB x setvioe x .0218. FAS = avg. of last S years earnings or any coneec. S, whichaver is greater.
New York 1 1
No. Carolina 1 1 Avg. linal compensation (highest 48 mos. in & row divided by 4) x .0160 x yre. of creditable eery.
No. Dakota 1 Yre. of sarvios x 1.5% x final avg. salary (avQ. highest consec. saiaries in 5 of the iast 10 yrs. workad).
No. Dakota 1 FAS "svg. high 3 salnries x 1.22% x years of eervics.
Qhio 1
Ohio 1 2% at 30 yre. or at age 85; reduction for sarly retirement; finsl avg. saiary~3 highest yre.; w/ min. monsy purchase benefit a9 a floor.
Okishoma 1 Avg. ann. salary (high 3 of last §) x 2% x total yre. of cred. serv. divided by 12 = max.mo. benefit,
Okishoma 1 Yrs. cred. serv. x avg. salaty x .02 div. by 12. {avg. salaryshigh 3 of last S yrs. of serv., subj to max. cont. salary levele— $25,000 or $40,000).
Oregon 1 FAS x servios x 1.67%. FAS = higheet 3 cal. yrs. in carzeer or inst 36 mos. of coverage.
Penneyivania 1 2% x FAS (final avg. saiary) for each yesrs of serv. FAS based on highest 3 yrs. Opt.addl.benefits 296 x avy. of earnings in excess of FICA
subsequent to 131/55. This option ciosed 3/1/74 10 new members by Legisiature.
Rhods isiand 1 1.7% of FAS for st 10 yre; 1.9% for naxt 10 yrs., 3.0% tor naxt 14 yre.: 2% for 35th yr. Max.bene=80% FAS w/35 yre.eerv. 3 high consec.yrs.salary avg. =FAS.
So. Caroling 1 1.7% x AFC (38 monthe) X ysars of sefvice.
South Dakots 1 Class A= 1) Final avg. salary (FAS) X 1.2% x yre. of serv.; 2) FAS x sefvics x 29 lees all other public benefits. l
Clase B: FAS x vervice x 2%. Judicial: FAS x eservice x 3.33% (up 1o 18 yre) « FAS X remaining serv. x 2%.
So.0skota/Opt. 1
Tennessss 1 (1.5% x 8 yr. AFC x creditable serv} + {.25% X (5 yr. AFC axceeding SSiL) x creditable serv.] = (annuai benefit].
Texnss 1 (2% x yrs, of crecttabie serv.) x (avg. of highest 3 annual saiaries) = annusl standard annuity. -
Utah 1 1.Yre. ot setv. prior to 7-1-87 x 1.10% x FAS; 2.yre of servios 7-1-87 to G375 x 1.25% x FAS; '
3.yre.of serv. after 7-1-75x 204 x FAS. Pian 1 sllow - Totaiof 1, 2, 3. FAS = highest 5 yre. eamings coiwertsd to & mo.avg.
Vermont 1 AFC x 1.254 x years of service.
Vermont 1
VA Supplemnt 1 Larger of 1.59 of avg.final comp.(high 38 consec.moe.) or 1,654 AFC ises $1,200 for en.yr.of Sred.eerv. §1,200 adiusted annly. for members w/all serv. after 4/1/80. .
Washington 1
West Virginia 1 '
Wisconsin 1 GenLEmp.; 3 highest yra. ann., sainry x .016 x yre. of creditable serv. Protectives w/SS and Elscted: 3 higheet yre. x .02 X yesrs serv.
Protectives wio S8: 3 highest yrs. x .028 x .81V .
Woming | “*Abpendix 2 - 9
*AMS = Average Monthly Salary based on 3 highest annuai saiaries. l



STATE OF ARIZONA
ALL EMPLOYERS PUBLIC EMPLOYERS : PRIVATE EMPLOYERS: STATE OF ARIZONA
: Wghtd. Wghtd. Wghtd. : Wghtd. Wghtd, Wghtd. : Wghtd. Wghtd. Wghtd. : Wghtd. Wghtd. Wghtd.
POSITION: . Avg. Min. Max. Avg. Min. Max Avg. Min. Max. Avg. Min. Max.
Accountant 1$2,326 $2,082 $2,700 : $2,231 $2,002 $2,877 : $2,394 $2,140 $2,717 :$1,984 §$1,713 $2,592
Accountant Supv: 3,286 3,046 3,628 : 3,421 3089 3918 : 3215 3,030 3440 : 3,076 2462 3,728
AccountingClerk: 1,442 1,268 1694 : 1,389 1232 1666 : 1485 1200 1,722 : 1,274 1,185 1,663
Attorney : 3,549 3,133 4,583 : 3,494 ' 3,087 4,589 : 4,452 3,897 4,974 : 3,338 2,890 4,072
Auditor : 2,614 2455 2818 : 2,623 2422 2,923 : 2608 2482 2,734 : 2,383 1,853 2,804
Auto.Mechanic : 2,117 1,923 2320 : 2,097 1870 2353 : 2,139 1,983 2283 : 1,768 1633 2,184
Auto.Serv.Worke : 1,738 1,615 18683 : 1649 1,511 1,794 : 1,854 1,752 19583 : 1468 1,325 1,909
Auto.Syst.Traine : 2,120 1,976 2,337 : 2,185 2,062 2,406 : 1,870 1,887 2075 :
Biomed.Elec.Tec : 2,137 1,927 2,365 : 2,135 1,991 2,253 :
Bidg.Maint.Supv : 2,487 2268 2,711 : 2403 2,080 2,731 2,601 2,511 2,683 : 2,089 1,713 2,582
Budget Analyst : 2,908 2650 3,232 : 2,796 2528 3,141 : 3,110 2879 3,401 : 2,878 2482 3,728
Buyer : 2,271 2,070 2,577 : 2,228 2011 2519 : 2285 2088 2,506 : 18056 1,628 2401
Carpenter (maint : 2,256 1,897 2,470 : 2258 1,900 2461 : 2255 2055 24567 : 1923 1633 2,184
Cashier/Office ~ : 1,277 1,114 1864 : 13756 1257 1598 : 1260 1,089 1,683 : 1,094 1,080 1,481
Civil Engr(reg.) : 3,584 3,029 4,270 : 3518 3,050 3977 : 3783 2970 4,078 : 3,475 2970 4,072
Clerical Supvr. : 1,831 1628 2268 : 1,768 1,567 2283 : 1877 1,760 2,228 : 1,574 1,418 2,039
Clerk Typist . 1,202 1,085 1,510 : 1,172 1,081 1,807 . 1,274 1,089 1518 : 1,140 1,080 1,481
Comm.Techn. : 2,648 2326 2919 : 2506 2323 2865 : 2,743 2333 3,024 :
Compt.Oper.(lea : 1,811 1,726 2,187 : 1,888 1679 2217 : 1,853 1,785 2,160 : 1,688 1480 2,184
Comp.Opers.Mg : 3,985 3,795 4,105 : 3925 3688 4,058 : 3886 3863 4,130 : 4,093 2,849 4,463
Comp.Programm : 2,361 2,159 2,782 : 2,283 2,170 2,748 : 2,483 2,130 2,843 :@ 2319 2217 3,038
Cook : 1,380 1222 1,562 : 1,882 1,351 1,723 : 1,275 1,143 1,484 : 1338 1,185 1,663
Custodial Suprvr : 1,704 1527 1,886 : 1,726 1,534 1947 : 1868 1,516 1811 : 1548 1,325 1,908
Custodial Worke : 1,220 1,049 1446 : 1362 1,158 1,607 : 1,082 827 1,269 : 1,168 1,020 1,399
DataComm. Tec : 2,256 2,334 2,884 : 2582 2,343 2841 : 2428 2288 2,565 :
Data EntryOper. : 1,311 1,168 1,857 . 1,278 1,162 1,583 : 1334 1,178 1,564 : 1,233 1,080 1,481
Data Entry Supvr : 2,103 2,027 2,188 : 2,239 2,126 2,357 : 2,019 1968 2,052 : 1,988 1,586 2401
Drafting Tech. : 2,201 1,778 2,518 : 2074 1801 2385 : 231t 1758 2634 : 1,808 1,586 2,401
Driver : 1,492 1,308 1,651 . 1,604 1,461 1,782 : 1,422 1,212 1,569 : 1,208 1,080 1,481
EDP Director : 4985 4982 4988 : 5,120 5,120 5,120 : 4,903 4,888 4,909
EDP Prog/Analy : 2,866 2,524 3,348 : 2,720 2,445 3,233 : 3,004 2811 3,471 : 2,720 2,413 3,391
EDP Syst.Analyst: 2,958 2655 3412 : 2972 2750 3322 : 2948 2576 3,489 :
EDP Sys/Prog.M : 4,335 4,133 4,547 : 4238 3983 4,501 : 4429 4276 4,591 : 4,505 3,232 4,892
Electric. (maint) : 2,678 2,612 2,783 : 2475 2,078 2,768 : 2,742 2,682 2,808 : 2,025 1,786 2,401
Electronic Tech. : 1,949 1,842 2412 : 2,183 1,882 2380 : 1917 1,608 2418 : 1,480 1480 2,184
EquipmentOper.: 1,896 1,834 2,084 : 1908 1583 2,134 : 1868 1,738 10857 : 1537 1238 1,784
Equip.Shop Sup : 3,080 2,808 3,224 : 2871 2525 3,104 : 3275 3235 3,328 : 2,823 2,008 3,039
Food Serv. Supv : 1,720 1616 1,879 : 1688 1,620 1817 : 1,738 1614 1,913 : 1444 1,239 1,784
Food Serv. Work : 984 831 1,216 : 1,042 841 1,283 : 218 816 1,091 : 1,003 957 1,312
Graphic Artist 1,883 1,685 2000 : 1,885 1,720 2,072 : 1614 1640 1872 : 1,884 1713 2,582
Groundskeeper : 1,413 1256 16808 : 1,478 1,301 1,672 : 1,180 1,082 1,388 : 3,120 1,185 1,683
Heat/Refrig.Mec : 2,402 2,171 2,575 : 2,324 2,078 2,541 : 25290 2,322 2632 : 2,008 1,785 2401
Heavy Equip.Op : 2,347 2,032 2,510 : 2,170 1,885 2356 : 2,580 2,208 2,685 : 2,128 1,586 2,401
Hvy.Equip.Mech.: 2,509 2,250 2,688 : 2470 2,118 2,714 : 2,524 2,318 2647 : 2,229 1,845 2,582
Laborer 1,507 1,384 1,961 : 1411 1279 1602 : 1,517 1,408 2,000 : 1,395 1,138 1,561
Lab.Technician : 1,538 1,388 1,782 : 1,563 1382 1,783 : 1,525 1,383 1,783 : 1,566 1,325 1,908

Appendix 2 - 10




EWIDE SALARY COMPARISON \DATA-COLISALARY-$.WK1

(Page20f2)
STATE OF ARIZONA
ALL EMPLOYERS : PUBLIC EMPLOYERS : PRIVATE EMPLOYERS: STATE OF ARIZONA
: Wghtd. Wghtd. Wghtd. : Wghtd. Wghtd. Wghtd. : Wghtd. Wghtd. Wghtd. : Wghtd. Wghtd. Wghtd.
POSITION: : Avg. Min. Max. : Awg. Min. Max. : Avg. Min.  Max. : Avg. Min. Max

Legal Secretary :$1,726 $1,578 $2,024 : $1,742 $1,578 $2,084 : $1,653 $1,573 $1,726 :$1,508 $1,480 $2,184
Librarian : 2630 1978 3,284 : 2641 1,878 3308 : 2,08t 2,081 2,081 : 1,989 1,883 2,804
Library Assistant : 1,598 1,420 1,831 : 1,680 1,404 1,834 : 1,744 1,712 1,777 : 1,544 1418 2,039
Lic.Prac.Nurse : 1,841 1,356 1,963 : 1,534 1,322 2025 : 1655 138t 1955 : 1,356 1,156 1,863

Mail Clerk 1,174 1,078 1,348 : 1,248 1,163 1,478 : 1,126 1,024 2,359 : 1,079 1,020 1,398
Medical Tech. : 2,218 1,868 2687 : 2,168 1,821 2,837 : 2,224 1863 2670 : 1,740 1,586 2401
Micro~-System : : :
Prog./Analyst : 2,380 2,259 2,488 : 2,268 2,158 2,398 : 2,599 2453 2,600 :
Nursing Asst. : 1,116 935 1382 : 1,285 1,001 1,805 : 1,088 826 1,352 : 1,137 1,020 1,399

Offset Press Ope : 1,814 1,583 2,018 : 1805 1454 1808 : 1967 1684 2,189 : 1454 1,325 1,909
Painter (maint) : 2,235 1,884 2448 : 2,151 1,844 2439 : 2347 2,170 2485 : 2077 1,795 2,401
Personnel Analy : 2,487 2,308 2,788 : 2,478 2,284 2831 : 2499 2335 2,685 : 2468 2209 3,039
Personnel Asst. : 1,808 1,467 1,782 : 1,740 1,554 1975 : 1,528 1,387 1,663 : 1,580 1,325 1,909
Pharmacist . 3,393 3,021 3882 : 3252 28687 3,722 : 3418 3,048 3911 : 2987 2413 3,391
Physical Theraps: 2,649 2,433 2,978 : 3,023 2921 3,107 : 2,508 2,367 2,958 : 2,319 2,353 3,391
Phys. PlantDir. : 3,718 3,580 3,869 : 3,780 3,561 4,025 : 3,866 3,509 3,714 : 2829 2462 3,726
Plumber (maint.) : 2,281 2,013 2,523 : 2284 1871 2621 : 2260 2085 2,357 : 1977 1,785 2,401
Program Planner : 2,432 2,132 3,033 : 2458 2,178 2,860 : 2,373 2,029 3,195 : 2,375 2,008 3,039
Pub.Info.Offlcer : 2,481 2,285 2,708 : 2471 2,221 2,731 : 2,583 2,420 2684 : 2,177 1,713 2,582
Purchasing Dir. : 3,843 3,603 4248 : 4,180 4,112 4231 : 3,781 3479 4,250 : 2,967 2462 3,726
Radiological Tec: 1,948 1,682 2317 : 198006 1,720 2,188 : 1,961 1680 2327 : 1,815 1,416 2,039
Registered Nurs : 2,348 1,864 2949 : 2283 2014 2959 : 2,354 1961 2949 : 2,138 1,884 2,592
Respiratory Ther : 1,803 1,508 2,195 : 1628 1516 1,704 : 1809 1,601 2211 :

Safety Officer : 2978 2881 3,140 : 2802 2,770 3,056 : 3,022 2915 3,190 :

Secretary 1,473 1,202 1830 : 1,35t 1226 1,744 : 1628 1,375 1940 : 1308 1213 1663
Secur.Offfunarm : 1,380 1,188 1,707 : 1,438 1,311 1,730 : 1,376 1,150 1,700 : 1,290 1,138 1,561
Secy./non-dict. : 1,487 1,282 1,801 : 1514 1303 1,867 : 1474 1,278 1,710 :

Social Worker : 1,975 1,768 2,833 : 1,820 1,720 2,567 : 2,123 1,894 2,470 : 1,774 1,588 2,401
Stationary Engr. : 1,822 1,738 2,177 : 1830 1,706 2,288 : 1,918 1,760 2,003 : 1,858 1,480 2,184
Stock Clerk © 1,384 1219 1639 : 1406 1345 16906 : 1369 1,187 1,824 : 1,183 1,080 1,481
Stores Suprvr. : 2,500 2,457 2660 : 2215 20685 2388 : 2872 2525 2,824 : 2,217 1,853 2,804
Switchboard Op : 1,19t 1,077 1,385 : 1,268 1,120 1,509 : 1,167 1,058 1,339 : 1,165 1,020 1,399
Training Coord. : : :

(in~service) 2,578 2,284 2905 . 2479 2,150 2880 : 2684 2468 2,835 : 2,424 2,008 3,038
Welder : 2,533 2483 2,568 : 2,383 2,108 2,531 : 2,555 2,83t 2,570 : 2,075 1,795 2,401
WP Equip. Oper. : 1,377 1,268 1,827 : 1,326 1,217 1625 : 1,472 1333 1,249 : 1,200 1213 1,663

AVERAGE 1$2,108 $1,956 $2,414 : $2,123 $1,838 $2,444 : $2,160 $1,003 $2,434 :$1,882 $1,615 $2,332

Source: Joint Governmental Salary and Benefits Survey/Arizona 1989
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COMPARIGON OF VARIOUS SALARY AND RETIREMENT BENEFITS DATA.

N

o

T - 8
SALARY POPULATION E AVERAGE
State of Arizona~State Agencise 1 $23,544
Arzona y-Gtats & Local G 2 2022
ASAS-Active Members' Average Salary-1069 4 $24,057

1 .
Public Employers $26,448
Private Employers $26,892
Asizona industry-Wikhout State & Local Government 2 $21,946
Retail and Wholesals Trade 3 $14.229
age Overall € $2.735

U.S. Poverty income-Family of 1 3 $5,770
U.S. Poverty Income-Family of 2 3 $7.730
U.S. Poverty income=Family of 3 3 $9,690
U.S. Poverty income~Family of 4 3 $11,850
ASRS-Retirement Benslits in Force-July 1, 1968 4 $7.236
{tor all retvess)
ASRS~Retirement Benefits in Force—July 1, 1980 4 $6,606
{age 61 and over) B4
ASRS~-Retirement Benelits in Force-July 1, 1989 4 $12.220
(aQe 60 and undes)
ASRS-New Retirement Benslite-1988-89 4 $13,260
NOTES:

1. Arizona Joint Governmantal Salary and Senefits Survey 1989

2. Valiey National Bank's Asizona Statistical Review December 1989

3. Arizora of S ity-A ] Planning 1966-1990
4. The Wyait Company’s 1989 A Report
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APPENDIX 3
PRIVATE PENSION SYSTEMS SURVEY DATA

CONTENTS:

m Sample Survey Letter
m Summary of Survey Data
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January 10, 1990 ’

Mr. Karl Ellerxr

CEO

The Circle K Corporation
1601 N. Seventh Street
Phoenix, AZ 85007

Dear Mr. Eller:

We have been retained by the Arizona Legislative Council Joint
Retirement System Study Committee, co-chaired by Speaker of
the House, Jane Hull and Senator Doug Todd, to conduct an
evaluation of the Arizona State Retirement System. This Study
will include examining certain aspects of the State Retirement
System in comparison to private pension systems and other
public retirement systems.

This letter is written to request your assistance in compiling
current data for the Study. To that end, we ask that you
complete the enclosed Survey Form and return it by January
20th to us and our associates at:

Raufmann and Goble Associates and Cyberserv International Co.
1091 West California Avenue
Mill Valley, CA 94941

ATTENTION: ASRS Survey

Please also enclose a copy of your Summary Plan Description
with the completed survey. All information will, of course,

be kept confidential and used only for the Arizona State
Retirement System Study.

Should you wish to receive a copy of the Survey results,
please check the box at the top of the survey form.

Thank you for your assistance with this important work for the
Arizona State Legislature.

Sincerely,

KAUFMANN AND GOBLE ASSOCIATES
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RIVATE SECTOR RETIREMENT

(Page 1 of 3]

==*""TYPES OF RETIREMENT PLANS®"*""* :* ***MEMBERSHIP*** : FUND FINANCES' ; ****“RATE OF EMPLOYER CONTRIBUTION""="""*
: Non- :  Number Number Total Retlre. i Def Det.Contr. Ded. Deof.Ben.
COMPANY NAME i Del Proft Qual : Covered Retired : Dateof Fund Banetite : Contr. Rate-% of Benelt  Rate-% of
Bene. 401(k) Shasing ESOP Pomsion Plan : Empl Empl. : Vahmtion Asecta PdiYr. : Pan CoveredPR Plan Covered PR

st interet. Bnk. of AZ

Amer. Continental Corp.
Amer. SW Mtg. lrwest.

Amer. Weast Alrlines

ATAT

AZ Public Serv. Co.
Bwi-Brown Corp.

Clicle K Comp.

Emeraid Homes L.P.

Qoenoll Bulidere ~
Honeywell Bull Inc. H
Intel Corp.

inter-Tel inc.

McDonnell Dougiase
MicroAge inc.

Phelpe Dodge Corp.

Ramada Inc.

Samaritan Health Serv.
St.Joseph's Hos/Med Ctr
Sun State S8L Assoc.

Talley industries

Tuceon Electric Power
UDC-Univeisal Devel.

U.8. West, inc.

Valloy Natl. Corp.

Waentern 88L Aseoc.

W.A Krueger Co.

CyCare Systems, Inc.*

Del E. Webb Corp.
@Grayhound Corp, : 1
Motorola Inc. H
Pinnacle Weet Cap Corp : 1

¢ - ¢ xipuaddy

: 832 o $1,602,943 $0 ;401K 6.00%
1 : ™ o $9,545,617 $0 : 401K 3.00%
T 12,650 459 : 12731788 $130,565,691  $1,372,603 :  401(K) 3.50%  Pension 4.00%
1 1 : 568,000 3800 : 12r31/89 $1,790,000,000 §128,100,000 : Pft.Share. 200%  Pension 4.00%
300 1389 $3,500,000 $5.200 : 403(K) 1.70%  Del.Ben. 0.00%

- e o a -
-
-

TOTAL : 2 s 2 1 1 1. 72558 4260 $1,935,214,261  $120,477,603 :
% OF TOTAL

AVERAGE : H 14,511 852 $307,042,850  §25,895,561 3.24% 267%

STATE PERSONNEL DIVISION SURVEY SUMMARY:

TOTALIAVERAQE : [~ 47 2. Pension 3.65%




(Page 2 of 3)

"SCOLA™ : *"** *=*ACTUARIAL VALUATION ASSUMPTION ~*==*e==as ;2 eonars INVESTMENT POLICIES® ~°*=*=*: * "*ADMINISTRATIVE COSTS""" :* =***=EARLY RETIREMENT=*"*===
Valusation Method. % Assumed % Assumed :  Prudent bwest. Restrictions : : (incentve  Diecowage Option

Entry Age Funding Invest.Ret Salary :  Person Rule? {See notes page 3) : Total % Por : Yes No Yes No Yes No
:Yes No : PUC Normal Other  Ralio int. Rate increass : Yes No inct. Less. NoChg : ForVr Assots  Meomber : {Sea notes page 3)

COMPANY NAME

Yot interet. Brik. of AZ

Amer. Continental Corp.
Amer. BW Mtg. invest.

Amer. Weet Aklines

ATAT

AZ Public Serv. Co.
Burr-Brown Cosp.

Circle K Comp.

Emerald Hommes L.P.

Goenell Buliders

Honeywell Bull Inc.

intel Corp.

Intes—Tel inc.

McDonnell Douglase
MicroAge inc.

Phelpe Dodge Corp.

Ramada inc.

Samaritan Health Serv.
Bt.Joseph's Hoe/Med Cir

Sun State B&L Aseoc.

Talley industries

Tuceon Electric Power
UDC-Universal Devsi

U.8. Weet, Inc.

Valiey Natl. Corp.

Westorn SAL Assoc.

W.A Krueger Co.

CyCare Systems, inc.* H :
Del E. Webb Comp. H 6 :
Qreyhound Corp. :
Motorole inc. : 1"
Pinnacle West Cap Corp :

¥ - € xipuaddy

X : 1 1 1

$23,190 0.24% $30 1 1 1

1 : $535,773 0.41% 41 1 1 1
: 1 1 1

1 1 ]

- o - -

1 : 1

1 8.25% 5.50% : 1 :

1 10.44% 6.60% : 1 LI $20,000 0.57% $66
4

TOTAL : HE 5 3
% OF TOTAL : © 0% 100% : "= H 100% 0% 25% 25% 50% : B 0% 100% 0% 100% 100% 0%

AVERAGE : 63 H 9.35% 6.05% : : $1,362,193 1.12% $63




(Page30f3)

INVESTMENT POLICIES:

Qreyhound Corp. Due to present economic conditions, do not invest In real estate.
Motorola More alternatives have been offered in the last eeveral years.
RENAREMENT COMMITTEE:

CyCare Systems, Inc. CyCare.

Greyhound Corp. Appointed by CEO
Motorala, Inc. Pension Plan Comm. = Chalrman, Chlet Financlal Ofticer, VP-Treas.; VP-Dir. of Bene.; Retired CFO.
Profit Sharing Comm. = Chalrman, Chief Financial Otficer, Retired CFO, 2 b lected by employ

Pinnacle West Cap. Corp. CEO, CFO, VP of Human Resources, VP of Corporate Planning, Benefits Admini

> EARLY RETIREMENT FEATURES:
O
-8 Greyhound Corp. Normal Retirement Pension reduced - Retirement on or after age 62 but before age 65:

= Reduced by .25% for each month that Early Retirement. R
D= ’ date precedes Normal Retirement Date.

x Retirement on or after age 55 but before age 62:

w Reduced by 8% plus .4167% for each month that Early

! Retirement Date precedes the first day of the month
L8]] of 62nd birthday.
Motorola, Inc. Any time after age 55 if you have at least 5 years of service, or at age 60 regardless of service.

Early Retirement benefits based on percentage according to age: 85=100%; 84=93.3%; 63=86.7%:;
62=80.0%; 61=73.3%" 60=66.7%; 568=6.3.%" 68=60.0%; 57=56.7%; 56=53.5%; 56=50.0%.

Pinnacle Weet Cap.C With 20 years of service, pension reduced 3% for each year benefit payments begin prior
to the earlier of (1) age 65, or (2) date on which age 60 would be attained and be credited
with 33-3/3 years of service.

OTHER INFORMATION:

*The CyCare plan was instituted in 1989.




APPENDIX 4

PUBLIC EMPLOYEES RETIREMENT SYSTEMS BENEFITS
RANKINGS AND ANALYSIS

CONTENTS:

m Rank Scoring Data - Summary of Retirement Systems’ Composite Ranking
m Rank Scoring Data - Overall Ranking of Retirement Benefits Factors
m Rank Scoring Data - 30 Year, $15,000 FYS Benefit Amount Ranking
m Rank Scoring Data - 30 Year, $30,000 FYS Benefit Amount Ranking
m Rank Scoring Data - Employer Contribution Rate Ranking
m Rank Scoring Data - Member Contribution Rate Ranking
m Rank Scoring Data - Retirement Formula Percentage Multiplier Ranking
m Rank Scoring Data - Benefit Dollars Per % of Member Contribution
m Rank Scoring Data - Benefit Dollars Per % of Employer Contribution
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California

So. Carolima.

39¢ad8aB8 888 .8-B28828 .
%

?
|

- eh b b s b et s s s

g

17

S8

5

49

12

62 VA SupplemiL
56 So. Dakota
9
82
61

BE3IRSz8ES

Missourl

New Jorsey
Ohio
Vermont

852888883
£

TOTAL/RANKED
MINIMUM
MAXIMUM
AVERAGE

- .

- .

- - -

47

- - =

155 ::

@
45
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45
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44
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515 ::
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8832203808882 B.8-B2888.

13

ERL8ER2, 8

&=

8638

14

BRBR

L2888

Utah=Contrb.

New York

{linoie
Tennsesss
Arkansas
Ohio

Florida.

VA Supplemt.
So. Dakota
Connecticut
Qregon
Utah-Noncon.
Hawail
{llinoie

No. Dakota
No. Carolina
Missouri
Georgia
indlana
Minnseots
indiana
Vermont
Maryland

Connecticut
fowa

Kentucky
Maine
Massachuseits
Minneecta
Miseouri

New Jervey
Ohio

Vermont

TOTAL/RANKED

MINIMUM
MAXIMUM
AVERAGE

-t b b s s A 4 b s

- o -

[PURN

47

NOTE: FY8 = Final Year's Salary

“*“BENEFIT AMOUNT=®*c=*== : AUTO : S0C. : PERCENTAGE :: TOTAL

: $1S,000FYS R $0,000FYS R : R: R : FACTOR R :: VALUES
: A A A A A
N N N : N N :
K K K : K K :
1820 1 3820 3 $8.578 18 $17,186 14 [ 1: 2000 8
7.600 N 7600 21 9878 3 19,350 4 : 3 1 2150 4
5670 19 5680 10 a,578 1% 17,188 14 3 1 2.000 8
8.000 2t 5330 @ : 0,578 18 17,158 14 3 2 2.000 8
2500 S 8.000 23 a7 15 17,158 14 : 8 : 1 2.000 8
7.000 10.300 ¥ 10723 2 21,448 2 2: 1 2.500 1
$.000 18 7.570 20 : 8,632 13 17,204 12 : 6 : 1 2013 7
9128 8 9125 30 10,723 2 21,448 2 ¢ 3 1 2.500 1
6830 25 9230 33 9650 4 19301 5 : 2 1 214 L3
7300 28 12000 43 11,088 1 21748 1 3 1 250 1
6.000 21 6.000 11 : 8,183 19 16,368 18 : 3 1 2000 8
6.000 21 6200 12 : 8,183 19 16,368 18 3 1 2.000 -]
5.900 20 16.200 54 10,723 2 21,445 2 ¢ 3 1 2.500 1
6.000 2t 13.200 48 9210 @ 19581 3 : 1 2 2418 2
6.400 22 8000 23 : 9,578 18 17,158 14 : 2 1 2.000 ]
6.000 21 7580 19 8,840 11 16,380 17 L 1 1.820 10
0.400 3 5400 9 : 6781 27 13502 28 : 2 2 1.650 16
5.560 18 350 2 7120 23 14240 203 8 1 1660 15
295 7 6970 18 7120 23 14,240 23 8 : 1 1.680 1S
8.000 33 8500 25 9,838 10 17,871 10 2 1 1.667 14
7500 29 12100 44 9438 7 19872 9 : 6 : 1 2.300 3
8.000 33 8.000 23 : 8570 18 17,158 14 8 1 2.000 8 1
4.000 12 5120 7 8,137 2 12,274 32 2 1 1.650 16 102
$.000 18 13220 47 8,578 18 17,158 14 2 1 2.000 ] 102
6.000 21 847 13 7920 23 14,240 23 : [ 1 1.660 15 102
5.430 16 8890 27 : 7.501 2t 15,003 21 3 1 1.667 14 103
8000 20 13.630 48 0,786 12 17,57¢ 11 3 1 2.000 ] 104
6.000 2t 6.000 11 : 6083 35 13758 B 3 1 1.800 18 104
7.530 % 9.140 31 8,578 18 17,158 14 : 6 : 1 2000 6 108
0.000 1 0.040 2¢ 6.7%0 28 13,500 29 : 3 1 1500 19 : 108
5.000 18 745 17 7588 20 15,130 20 : 6 : 2 1.180 25 : 108
7.044 27 7459 18 7120 14240 23 1 1 1.667 14 . 107 ::
5500 17 13.200 46 : asme 115 17,156 14 : s : 1 2000 8 :: 107 ::
6500 23 $.750 38 8,438 17 10,678 16 3 L 1.7%8 11 107 ::
4.000 12 3.070 1 5,004 M 178 19 : 6 : 1 1400 1 108
3.000 8 18.700 58 8579 18 17,156 14 6 : 1t 2.000 ] 108
3.000 8 9.000 29 8792 28 13,583 26 : 3 2: 1.660 15 109
6.000 21 11.800 42 8,183 18 16,365 18 : 3 1 2000 @ 1"t
8.000 33 9510 38 8,508 16 17,010 15 : 3 1: 1.890 9 12
0.000 't 6.850 15 6,137 2 7096 41 : 3 2: 1.500 19 113
6.000 21 12.000 43 7.075 19 15,570 19 3 : I
9.500 37 13.710 49 9,007 9 18014 9 : 8 1
0.000 1 13.900 50 6,674 2¢ 13,747 24 § : 1
5.000 15 9.558 26 6488 N 13560 27 3 L . H
5.000 15 5000 S 5628 37 11,250 36 2 1 1.250 23 .
8.000 21 25.500 59 8,578 18 17,156 14 2: 1 2.000 e :
8.000 21 11.300 41 7163 2 14328 22 1 L 1.670 13
0.000 1 $.800 37 6828 13,050 31 : 3 : 2: 1450 20 :
7.800 32 15.000° 53 8,578 18 17,158 14 : 3 2: 2000 9 :
4.909. 14 5117 ¢ 8,100 29 10,200 38 : 3 2 1145 27
6750 24 8.750 14 5738 % 11472 W 3 2: 1220 24
6.000 21 9.350 34 6618 9 13,228 0 : 3 2: 1.630 17 :
N 0.000 t 9.900 38 5,704 28 11,409 35 4 1 1330 22
T, 0250 2 17.110 58 6,750 28 13,500 29 : 3 1: 1.500 19
3.000 8 8.000 23 4501 4 9,001 40 2: 1 1.100 28
4.500 138 0.900 28 5,455 28 10,910 37 : 6 : 1 1250 2
T 3000 0 8.000 23 4,501 40 9,001 40 : [ 1 1.100 28
0530 4 10740 40 5628 37 11,250 36 : L 1 1.25% 23 :
3050 9 16.520 56 3431 4 9501 39 6 : 1. 1.150 28 :
5,704 38 11,409 38 6 : 1 1330 22 :
7160 2 14,328 22 . 6 : 1 1670 13
9.855 @ 13.105 48 9438 6 19975 6 1 2.500 1
8500 23 17.030 87 5,878 33 17156 14 1 2000 9 :
7.000 26 10723 2 21448 2 . 1 250 1 ¢
3730 10 3.900 4 5,458 28 1090 37 1 1.250 28 :
9.200 3% 9.200 a2 8,592 14 17,184 13 o 2100 8 .
270 ¢ 14370 52 H 4 1 :
8.770 34 14,000 S5t 945 S 19,900 7 : : 1 2100 6
5500 .17 7.840 22 2. 1 :
&7 [ : 67 87 6 & &7
0.000 3.070 : $3,431 $7.896 : : H 1.100 H 58 ::
9.855 25.500 : 1o §21,745 : : : 2.500 N 177
5.198 9.702 : $7,687 $15,430 : : : 1.795 [ 108 .

: This amount ie graded up to by an actuarial sseumaed ciense rate of 54 per year.

30 YRS. OF SERVICE D COLA : SEC. : MATIPUER : : OFRANK : :

DN R E BN -

ELLRLERIEYBYBRRBAZY

88
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: ¢ RETIREMENT SYSTEM SORTED 8Y BENFIT AMOUNT

-

30 YRS. OF SERVICE $15,000/Ann
RETIREMENT SYSTEM
: D Siate PERS Teacher

28 Louisiars 1 $11,023
25 Loulsiana 1 10,723
30 Massachusetts 1 10,723
29 Masaachusetts 1 10,723
39 Nevade 1 10,723
43 New Mexico 1 9,678
3 Alaskn 1 9,850
48 Ohis 1 2,450
23 Kentucky 1 9,438
$4 Rhode leland 1 9,436
7 Calfornia 1 9,210
49 Ohio 1 9,007
8 Colorado 1 8,98
58 So. Carcline 1 8,840
13 Georgia 1 8,788
1 Alabama 1 8,632
3B Missouri 1 8.562
4 ARIZONA 1 8,578
2 Alasks 1 8578
9 Connmcticut 1 8,578
1S Hawail 1 8,578
44 New York 1 8,578
50 Okishoms 1 asrs
§1 Okishome. 1 asre
$3 Penneyivannia 1 2,578
§7 So.Daketa/Opt. 1 8,578
59 Texae 1 8,578
60 Utsh-Cantrib. 1 9,578
6 Wyoming 1 8,578
17 ltincle ] 8,508
34 Missiesiopl 1 0,438
66 Washington-i 1 8,183
65 Washington= 1 8,18
67 West Virginia 1 8183
S Arkansas 1 7.875
24 Kentucky 1 7.569
16 idaho 1 7.501
21 lows 1 7.163
§2 Oregon - 1 7.163
38 Montans 1 7,120
37 Montana 1 7120
40 New Hampehire 1 7120
42 New Jersey 1 7.120
12 Floride 1 6,074
68 Wisconein 1 6,863
11 Delaware 1 6,792
& Arkansss 1 6,751
14 Georga 1 6,750
31 Michigan 1 6,750
45  No. Carcline 1 L))
81 - Utah~Noncon. 1 6,528
62 VA SuppiemtL 1 6,433
47 Ne. Dakota 1 6,137
$8 Tennsssse 1 6,137
27 Maine 1 8,878
22 Kaneas 1 5,064
46 No. Dakota 1 5,736
10 Connscticut 1 5,704
36 Missouri 1 5,704
56 So. Dakota 1 5,628
64 Vermont 1 5,628
32 Minnesota 1 5,458
33 Minnesots 1 5,458
19 Hinols 1 $,100
20 Inciena 1 4,501
19 Indiana 1 4,501
28 Maryiand 1 3,40
41 Now Jemsey 1 NO/AA
63 Vermomt 1 NO/RA

: 1 TOTAL/RANKED 47 2

1 MINIMUM 83,41

: MAXIMUM $11,022

: : AVERAGE $7,607

xZT >

- -
- O WO NN ELNNNN -

NUMBER &% ::
OF STATES

® NN N -

-t s e s
- ON - O

SEELRRYEBRLEBBNBIBRBVRNBEIEIEE

49 7310
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‘

UMMARY OF AESULTS - \FIN-RPTBEN-RANIC WK1

mniacrsvsraasomnvmmum NUMBER 4 %
30 YRS. OF SERVICE $30,000/Ann R OF GTATES
A OVER/UNDER
L RETIREMENT SYSTEM N ARIZONA
D. Stame PERS Teacher K
26 Loulsiana 1 21,748 1 1
25 Louisiana 1 21,445 2 2
30 Massachusetts 1 2448 2 :: 3
29 Maseschusetts 1 21,445 2: 4
39 Nevada 1 21,448 2: L
7 California 1 19.581 3 [ ]
43 New Maxico 1 19,350 4 7
3 Alaska 1 19,301 S : 8
23 Kentucky 1 18978 6 [
48 Ohio 1 18,900 7: 10
$4 Rhode isiand 1 10,872 L] 1
49 Ohiv 1 18,014 9 12
8 Colorado 1 17,871 13
13 Georgia 1 17,571 14
1 Alsbama 1 17,264 15
35 Missourl 1 17,184 16 23.60%
4 ARIZONA 1 17,158
2 Alaska 1 17,188 1
9 Connecticut 1 17,158 2
15 Hawail 1 17,158 3
27 Maine 1 17,158 4
44 New York 1 17,158 5
51 Okiahoma 1 17,158 L]
50 Okimhoma 1 17,158 7
53 Penneylvannia 1 17,156 8
57 So.Dakota/Opt. 1 17,156 9
9 Texas 1 17,156 10
60 Utah-Contrib. 1 17,156 11
89 - Wyoming 1 17,158 12
17 \linols 1 17,010 13
34 Misslesippé 1 16,875 14
58 So. Carolina 1 16,380 18
88 Washington—i 1 16,368 18
65 Washington-i 1 16,368 17
67 Weet Virginia 1 16,365 10
$ Arkansss 1 18,570 19
2¢  Kentucky 1 15,138 20
16 Idaho 1 15,003 21
21 lowa 1 14,320 2
52 Oregon 1 14,320 2
37 Montana 1 14,240 2¢
38 Montara 1 14,240 -]
40 New Hampshire 1 14,240 26
42 New Jeresy 1 14,240 a
12 Fiorida 1 13,747 28
68 Wisconsin 1 13,728 2
11 Delaware 1 13,583 30
62 VA Supplemti. 1 13,580 i
6 Arkaness 1 13,502 2
14 Georgia 1 13,500 k]
31 Michigan 1 13,500 “u
45 No. Carolina 1 13,236 k]
61 Utah=-Nonoon. 1 13,080 8
47 No. Dakota 1 12274 14
2 Kansss 1 11,728 38
48 No. Dakota 1 11,472 k]
10 Connecticut 1 11,409 40
36 Missourl 1 11,409 4
58 So. Dakota 1 11,250 42
64 Vermont 1 11,250 43
33 Minnseota 1 10,910 “
32 . Minnesota 1 10,910 45
18  |lincis 1 10,200 48
28 Maryland 1 2.591 47
20 indiane 1 9,001 48
19 Indiana 1 8,001 4% o
58 Tennsssse 1 7.896 S0 74.69%
41 New Jerswy 1 NO/RA i
43 Vermont 1 NO/RA
: ¢ TOTAL/RANKED 47 2
1L MINIMUM $7.896
i1 MAXIMUM §21,745
: AVERAGE $15,430
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RETIREMENT SYSTEM SORTED 8Y EMPLOYER
CONTRIBUTION RATE

11 L RETIREMENT SYSTEM

;0. State PERS Teacher “*
22 Kaness 1 3.070
40 New Hampehre 1 3.500
4 ARIZONA 1 3.620
33 Minnesota 1 3.900°
S8 So. Dakota 1 $.000
18. llincie 1 5.917
47 No. Dakota 1 5.120
60 Utah=Contrib. 1 §.330
6 Arkaness 1 5.400
62 Wyeming 1 5.680
67 West Virginia 1 6.000
68 Wieconsin 1 5.000
66 Washington=i 1 6.200
38 Montens 1 6.417
48 No. Dakots 1 6.750
58 Tennesses 1 8.85¢
42 New Jerssy 1 6.970
24 Kentucky 1 7.450
37 Montans 1 7.459
S5 So. Carolina 1 7.550
1 Alabama 1 7.570
43 New Maxico 1 7.600
63 Vermont 1 7.840
19 indiane 1 8.000
20 Indiana 1 8.000
51 Okishome 1 8.000
57 So.Dakota/Opt. 1 8.000
59 Texas 1 8.000
31 Michigan 1 8.040
8 Colorade 1 8.500
62 VA Supplemtl. 1 8.558
16 Iidaho 1 0.890
32 Minnesota 1 8,960
11 Delaware 9.000
39 Nevade 1 $.125
2 Alaska 1 9140
38 Micsourt 1 $.200
3 Alaska 1 2.230
45 No. Caroline 1 9.3%0
17 linole 1 9.510
34 Mississippi 1 9.750
61 Utah~Nonoon. 1 9.880
36 Miesowrl 1 9.900
25 Louisiana 1 10.300
84 Vermont 1 10.740
52 Oregon 1 11.300
68 Washington-| 1 11.800
S Arkansas 1 12.000
26 Loulsiama 1 12.000
$4 Rhode isiand 1 12,300
23 Kentucky 1 13.108
7 California 1 13.200
S0 Okishoma 1 13.200
53 Penneyivannia 1 13.20
13 Qeoigia 1 13.630
48 Ohlo 1 13.770
12 Florda 1 13.900
48 Ohio 1 14.000
41 New Jeresy 1 14.370
15 Hawall 1 15,000
29 Maseachusetts 1 16.200
280 Maryland 1 18.520
44 New York 1 18.700
27 Maine 1 17.0%0
14 Qeorgia 1 17110
9 Connecticut 1 25.500
10 Connecticut 1 NO/RA
21 lows 1 NO/RA
30 Maseachusetts 1 NO/RA

1 1 TOTALJRANKED 4“4 2

: : MINIMUM 3.070

10 MAOMUM 25.500

. . AVERAGE 9.702

CRSEELBR28EIE552023288808RLBR28BENBANNBUUBBREBGE

NUMBER & %
QF STATES .
OVER/UNDER ::
ARIZONA !

OB NOO BN -

18

EUERLBROEYUBUABRLBRB S

BR2BEEUCELBRIBEENEELEALESE
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1D State PERS Tesocher

Florida 1
Michigan 1
Missourl 1
Tennssese 1
Utai-Noncon. 1
Georgis 1
Arkaness 1
Vermont 1
Okiahoma 1
New Jeresy 1
New Jarsey 1
Deiaware 1
20 Indiara 1
19 Indiana 1
44 New York 1
28 Maryland 1
33 Minnescts 1
4 ARIZONA 1
22 Kansas 1
47 No. Dakota 1
32 Minnesots 1
18 lilinois 1
1 Albama 1
24 Kentucky 1
53 Penneyivannis 1
56  So, Dakota 1
VA Supplemtl 1
16 idaho 1
50 Okiahoma 1
63 Vermont 1
40 New Hampehire 1
€9 Wyoming 1
29 Massachiuseits 1
$ Arkansas 1
7 California 1
9 Connecticut 1
13 Georgia t
38 Montana 1
45 No. Carolina 1
52 Oregon 1
55 So. Carolina 1
80 Utah-Contri. 1
65 Washington-i 1
66 Washington=i 1
67 West Virginia 1
88 Wisconsin 1
59 Texas 1
27 Maine 1
34 Miesissippi 1
48 No. Dakota 1
3 Alaska 1
25 Lovieiana 1
30 Massachusetts 1
37 Montana 1
26 Louisiana 1
54 Rhode island 1
2 Alska 1
43 New Mexico 1
15 Hawai 1
8 Colorado 1
17 (Hinols 1
57 ' So.Dakota/Opt. 1
48 Obhio 1
: 39 Nevada 1
i 38 Missour 1
: 49 Ohio 1
1 2 Kentucky 1
: 10 Connecticut 1
i 21 lowa 1
: TOTAL/RANKED 47 -
: MINIMUM
T MAXIMUM
: AVERAGE

R :
A
N
K :
1 1
1 2
1 3
1 4
1: H 4
2 [}
3 7
4 8
S : 9
] 10
7 1!
e : 12
e : 13
8 14
8 : 15
9 18
28.37%
2 : 18
21 ¢ 16
2 17
Fal 18
2 19
21 20
21 2
21 ¢ 2
21 -]
2 24
21 -]
21 2
a 7
2 - 4
2 29
2 :: 0
2 :: N
24 a2
-3 33
2 M
28 B
27 - 38
8 7
2 38
30 »
k1 40
32 4
¥ 42 :
N8 u
k< I “ i
M L] i
] 48 b
k] 47 2
7 48 9
kI % 73.13%
87
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RETIREMENT SYSTEM SORTED 8Y

PERCENTAGE MULTIPLIER FACTOR
¢ L RETIREMENT SYSTEM
: D, Stmte PERS Tescher %
23 Kentucky 1 2.500
2 Louisiana 1 2.500
28 Louisiana 1 2.500
30 Massachusetts 1 2.500
29 Massachusetts 1 2.500
39 Nevade 1 2500
7 Caitornia 1 248
54 Rhode isiand 1 2.300
43 New Maxico 1 2150
3 Alsska 1 2143
38 Missouri 1 2100
49 Ohio 1 2100
48 Ohic 1 2100
1 Alsbama 1 2013
4 ARIZONA 1 2.000
2 Alaska 1 2.000
$ Connecticut 1 2000
13 Georgia 1 2.000
15 Hawad 1 2.000
27 Maine 1 2.000
44 New York 1 2000
51 Okishoma 1 2.000
50 Okishoms 1 2.000
53 Pennsyivannia 1 2.000
57 So.OakotwOpt. 1 2000
59 Texss 1 2.000
60 Utah-Contrb. 1 2000
65 Washington-} 1 2.000
68 Washington=i 1 2000
67 Weet Viiginia 1 2.000
60 Wyoming 1 2.000
17 llinols 1
S5 So. Carciina 1
34 Missiesippl 1
S Arkaneas 1
12 Florida 1
k3] 3
52 1
1
1
1
1
1
1
1
1
. 1
1
45 No. Carolina 1
Wisconein 1
14 Georgia 1
31 Michigan 1
58 Tennessee 1 .
61 Utah-Nonoon. 1 1.450
Kareme 1 1.400
10 Connecticut 1 1.330
38 Missowt 1 1.330
33 Minnesota 1 1.250
A2 Minnesota 1 1.250
$6 So. Dakota 1 1.250
84 Vermont 1 1.250
48 No. Dakota 1 1.220
24  Kentucky 1 1.190
28 Maryland 1 1.150
18 léincie 1 1.145
19  Indiana 1 1.100
20 Indiana 1 1.100
41 New Jerssy 1 NO/RA
63 Vermont 1 NO/RA
TOTAL/RANKED 47 2
MINIMUM 1.100
MAGMUM 2.500
: . AVERMAE 1.795

xz>»
S
9
>
]

DD ODOR OO0 DD DE W N DN PN~ s

0 :
21
2 .
2 :
2
<1
2
< I
¢4
- I
8
7 .
28
8

52 7.80% o

-3 |
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: RATE R $15,0000Ane R 1 MEMBER R : OVER/UNDER :
L RETIREMENT SYSTEM H » A A : CONTRIBUTION A : ARIZONA B
D. Swate PERS Teacher : : N N N ¢
: K K K
12 Floride 1 0.000 1 $6,874 24 : NA 1 1
: 31 Michigan 1 0.000 1 7% 28 : N/A 1 2
36 Missouri 1 0.000 1 8,704 38 : NA 1 3
¢ 58 Tennessse 1 0.000 1 6137 R NA 1 4
i 61 Utah=-Noncon. 1 0.000 1 65 30 : NA 1 E]
I 14 Georgia 1 0250 2 4750 28 $27,000 2 : []
i 6 Arkaneas 1 0.400 3 &S 7 166878 3 : 7
. 64 Vermont 1 0530 4 s628 37 ¢ 10613 4 : 8
: 81 Okishoms 1 2508 5 8578 15 3420 S : 9
i 44 New York 1 3.000 8 as78 15 : 2069 & : 10
I 42 NewJersey 1 2950 7 7120 223 244 7 1 H
¢ 11 Delaware 1 3.000 6 6782 20 : 2284 0 : 12 18.40% ::
i 4 ARIZONA 1 260 11 8578 18 2248 9
i 29 Massschusetts 1 5.900 20 10,723 2: 1,817 10 ¢ 1
{1 Alabams 1 5.000 18 8,632 13 : 1,726 11 2
i 3 Penneyivannia 1 5.000 15 8578 1S 1,716 12 : 3
i %0 Okiahoms 1 $.500 17 as/i 18 : 1,50 19 : 4
6% Wyoming 1 5.570 19 8578 15 : 1,540 14 :: 8
7 Caillornie 1 6.000 2t 9.210 8 : 1,535 18 :: &
47 No. Dakota 1 4.000 12 6137 32 : 1,534 18 7
25 Louisiare 1 7.000 268 10,723 2 1,532 17 -]
30 Massachuestts 1 7.000 26 10,723 2: 1,532 17 ¢ ]
24 Kentucky 1 5.000 15 7560 20 : 1,814 18 : 10
28 Louisians 1 7.300 29 11,023 1 1,510 19 : 1"
20 indiana 1 .000 8 4501 & 1,500 20 : 12
19 Indiana 1 3.000 8 451 4 1,500 20 : 13
58 So. Caroiine 1 8.000 21 8640 17 1473 21 ¢ 14
22 Kansas 1 4.000 12 5084 34 1,488 22 : 18
13 Georgla 1 8.000 21 8788 12 : 1484 23 ¢ 18
33 Minneeoia t 370 10 5,458 38 : 1,462 24 17
9 Connecticut 1 6.000 21 : 1,40 2% ¢ 18
60 Utah=Contrb. 1 6.000 21 1,430 28 ¢ 19
3 Aasia 1 6.830 25 1,43 26 20
16 idaho 1 $.430 16 1,381 27 21
85 Washington—{ 1 6.000 21 1384 28 -3
68 Washington-i 1 6.000 21 1,364 28 2
67 West Virginia 1 6.000 21 1,084 28 24
59 Texas 1 6400 22 1,340 20 : -]
S Arkansas 1 8.000 21 1,213 29 ¢ 2
34 Mississippl 1 6500 23 1,298 30 : 7
62 VA Supplemtl. 1 $.000 18 8483 3 1.297 N ¢ -]
40 New Hampshire 1 5.580 18 7120 23 ¢ 1,281 32 : 29
43 New Mexico 1 7.600 N 9,678 3 1.2n 3 . %
54 Rhode (siand 1 7.500 29 9,438 7: 1,258 34 : N
32 Minnescia 1 4500 13 S,465 38 1,212 35 : 2
52 Oregon 1 8.000 2% 7983 2 1,194 38 k<]
38 Montana 1 8.000 21 7120 2 1,187 37 . “
39 Nevada 1 9.128 38 10,723 2 1175 28 35
88 Wisconsin 1 8.000 21 6063 25 : 1,144 39 k]
2 Alasia 1 71530 30 8578 15 : 1,139 & 7
S8 So. Dakota 1 §.000 18 $62% 37 ¢ 1128 &1 38
20 Maryiand 1 050 9 340 4 1125 4 »
8 Colorado 1 0.000 33 8938 10 L1117 42 :: 40
45 No. Carolina 1 6000 21 8610 29 1,103 43 : 41
15 Hawail 1 7.800 32 as78 1S : 1,100 44 42
48 Ohio 1 8770 M 9450 S5 1,070 45 : Q
57 So.Dakota/Opt. 1 8.000 33 8578 15 1,072 48 44
17 lilinole 1 8.000 33 8506 18 : 1,063 47 45
18 ilnoie 1 4.909 14 5,100 39 : 1,030 48 : : 48
37 Montare 1 7.004 27 7120 28 1.01Y 49 47
23 Kentucky 1 9.655 38 8438 & %8 50 48
49 Ohio 1 9.500 37 9,007 -9 948 52 4“9
36 Missourt 1 9.200 38 8,582 14 : 94 53 S0
27 Maine 1 6500 2 5878 3 904 54 s
48 No. Dakota 1 6.780 24 5736 35 a50 S5 52
10 Connectiout 1 5,704 38 NO/RA :
21 lowa 1 7163 22 ¢ NO/RA B
41 New Jorsey 2780 6 : NO/RA :
63 Vermont $.500 17 NO/RA :
: 1 TOTAL/RANKED 47 &7 7 [ 3
¢ 1 MINIMUM 0.000 8.4 $o
: L MAXIMUM $.058 $11,023 $27,000
i : AVERAGE 5.20 $7.725 $2,082
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RATE R $15,0000Ann R : : EMPLOYER R :: OVERUNDER
I RETIREMENT SYSTEM % A : A CONTRIBUTION A : ARZONA
0. Sawe PERS Teacher N H N N :
K H K K :
3 Alsska 1 220 B3 H $6,137 1 1
4 ARIZONA 1 : 820 3 : : 2248 2
40 New Hampshire 1 3500 2 7920 23 :: 2034 3 1
22 Kaneas 1 3070 1 Hn 1,910 4 2
66 Utah-Contrb, 1 533 8 1600 S ¢ 3
69 Wyoming 1 $.880 10 1510 ¢ 4
33 Minnegeis 1 3.900 4 1,300 7 H
67 Woeet Visginia 1 6.000 11 8,183 1,36¢ 8 : [4
68 Washington=! 1 8200 12 8,183 1308 9 ¢ 7
43 New Maxics 1 7.600 23 9,673 1.2 10 : 8
§ Arkaness 1 5400 9 6,751 1,250 1 $
47 No. Dakota 1 5120 7 6,137 1,199 12 10
39 Nevaca 1 9125 0 10,723 1,175 13 11
S5 So. Carolina 1 7.550 19 8,840 1,171 14 12
68 Wieconsin 1 8.000 1 6,963 1,144 1§ 13
1 Alsbems 1 7.570 20 8,632 1,140 ‘16 14
56 So. Dakota 1 5.000 S 5,628 1,128 17 . 18
38 Montane 1 6417 13 7.120 1,110 18 : 16
51 Okiahoma 1 8.000 23 4,578 : 1,072 19 : 17
57 So.Dakaa/Opt. 1 8.000 23 4,578 : 1,072 19 18
59 Texss 1 9.000 23 8,578 : 1,072 19 : 19
8 Colorado 1 850 25 8838 10 : 1,081 20 : 20
25 Louisians 1 10.300 39 10,723 2 1,040 20 ¢ 2
42 New Jersey 1 6.870 16 7120 22 102 2 :: 22
24 Kentucky 1 7.45¢ 17 7569 20 1,016 23 : 2
18 lifinoke 1 17 6 85,100 39 97 24 ¢
37 Montane 1 7.480 18 7120 23 968 25 =
2 Aaske t 9.940 3 8578 185 NS 26 :: 28
35 Miesour! 1 9.200 32 9882 14 Lo AR 4
26 Loulsians 1 12.000 43 11,023 1 e 28 ¢ 2
58 Tennssess 1 6.8650 18 8,137 32 09 29 :: 2
17 lttinoie 1 9510 38 4508 18 894 30 :: 30
M Mississippi 1 9.750 3 8430 17 905 31 :: 3
: 1 48 No. Dakota 1 6.750 14 5738 38 850 32 :: 32
18 idaho 1 8.890 27 1501 21 844 33 ::
31 Michigan 1 8.040 24 6750 28 840 M :: M 2
54 Ahode island 1 12100 44 9,438 7 780G 35 B :
€2 VA SupplemtL. 1 9856 26 6483 3 758 38 38
11 Delaware 1 $.000 29 872 26 758 37 : 7
23 Kentucky 1 13.108 48 9438 6 720 38 :: 8
45 No. Carolina 1 9.350 M 86818 29 708 39 :: B
7 California 1 13.200 46 9210 8 698 40 :: 40
65 Washington-{ 1 11.800 42 8,183 18 83 4 “
48 Ohio 1 14.000 S5t 9,450 s 875 42 42
29 Massschusette 1 16.200 54 10,723 2: 862 & 43
61 Utah-Noncon. 1 $.080 37 4525 30 : 880 44 44
49 Ohio 1 13710 49 9,007 9 857 45 L
S Arkaness 1 12.000 43 7878 19 ¢ 6568 48 4
50 Okishoma ] 13.200 48 8678 15 : 650 47 47
53 Penmwyivannia 1 13.220 47 8578 15 : 649 49 : 49
13 Georgia 1 13.630 48 8,708 12 : 645 49 :: 49
52 Oregon 1 11.300 41 7163 22 : 834 S0 : 50
32 Minnesots 1 8.960 28 5485 38 607 %1 :: S5t
38 Missouri 1 9.900 8 5704 38 576 s2 2
1S Hawail 1 18.000 53 8,578 15 8§72 53 :: S3
19 Indians 1 8.000 23 4801 40 583 54 :: 54
20 Indiane 1 8.000 23 4801 40 : 563 85 :: %5
64 Vermont 1 10.740 40 5628 37 524 56 : S8
44 New York 1 16.700 58 8578 15 8514 S7 57
12 Floride 1 13.900 50 8674 24 496 S8 8
14 Georgin 1 17.110 58 875 22 W5 59 ¢ 59
27 Maine 1 17.030 57 56878 0 : WUS 60 &0
9 Connecticut 1 25.500 S8 8578 18 : 338 61 6t
20 Maryland 1 16.520 S5 348 4 00 62 62
10 Connecticut 1 5,704 36 : NO/RA
21 lowa 1 7163 22 : NO/RA
30 Massachussits 1 10,73 2 NO/RA
41 New Jersey 14.370 52 NO/RA
63 Vermont 7.040 22 NO/RA
TOTAL/RANKED 47 ] &7
MINIMUM 3.070 H 3,431 $0
: MAXIMUM 25.500 : $11,023 $6,137
: AVERAGE 9.659 H $7,848 Dl $0068
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APPENDIX 5
ACTUARIAL VALUATION RANKINGS AND ANALYSIS

CONTENTS:

m Rank Scoring Data - Assets Market Value/Liability Funding Ratios
m Rank Scoring Data - Actuarial Value Funding Ratios
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New riampshire
No. Dakota

§ Arkansse

42 New Jorssy

E2882%ER.

-
-
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i

«
-
§

Oregon

Colorado

LtouaBsB8RB B2
g

Vermont

RETIREMENT SYSTEM SORTED 8Y
MARKET VALUE FUNDED RATIO

AENMREMENT SYSTEM
PERS Teacher

- - s s s s o s =

47

RATIO

131.20%
127.94%
125.79%
125.65%
118.4%
116.77%
116.42%
118.42%
11283
111.55%.
109.00%
100.49%
107.99%
106.82%
104.72%
104.55%
104.44%
102.63%
102.10%

NO/RA
NO/RA

NO/RA
NO/RA
NO/RA
NO/RA
NO/RA

20.12%
131.20%
87.12%

R :: NUMBER&W
A . : OFSTATES 3
N :: OVER/UNDER :
K ARIZONA :
1 1

2: 2

3 3 i
4 4 8.90% ::
s : A
s:: 1

7 2

7 3

8 : 4

9: s

i0 []

i1 4

12 L}

13 . 9

14 :: 10

18 : n

16 : 12

17 13

19 14

19 : 13

20 : 16

2 17

2. 19

2 :: 19

4 .: 20

% ::

2 2

a7 =3

: 24

2 :: 3

% 2

N7

2 2

3 F- ]

4 30

BN

W N

7 :: 33,

38 34

39 ]

40 k]

4 k1

2 38

42 3

“ 40

45 “

48 42

47 49

40 : “

49 - 44

50 : 468

L1 47

52 48

83 . 49

4 %0

5 5

S8 : 52 :
87 : 53 91.30% ::
58 :
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¢ 1 TOTAL/RANKED 47

¢ : L RETIREMENT SYSTEM
PERS Teacher
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RETIREMENT SYSTEM SORTED 8Y
ACTUARIAL VALUE FUNDED RATIO
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NUMBER & %
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APPENDIX 6
ADMINISTRATIVE COSTS RANKINGS AND ANALYSIS

CONTENTS:

m Rank Scoring Data - Administrative Cost Per Total Active + Retired Members
m Rank Scoring Data - Administrative Budget Per Staff Position

m Rank Scoring Data - Administrative Cost as a Percent of
Market Value of Assets

m Rank Scoring Data - Total Number of Active + Retired Members
Per Staff Position
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NS GE N W N O U G B G G AR @ AR TR W Sm . Wm

SUNSRSACTIVER*"= :  *==sADMINISTRATION®®*** ADMINISTRATIVE R NUMBER & %
MEMBERS : COSY/MEMBER A :: OFSTATES
L RETIREMENT SYSTEM (ino.Sury. (Nat Ded.Vested) Admin. Totad Siaft ComtPer N :: OVER/UNOER :
0. GState PERS Teasher : : Benel) Vested Non-Vest. :  Budget Only Budget Ske Member K : ARZONA
47 No. Dakots 1 170,974 5,479 8,087 : $1,015,008 $3,575.084 14 85 1 1
45 No. Carolina 1 61,219 149,364 61,008 2,563,687 4338683 : 100 944 2 : 2
84 Vermont 1 240 1,798 5,406 99,000 2,032,800 : 8 1028 3 : 3
19 indiana 1 25,049 4218 20,942 961,934 981,934 28 1o 4 4 :
59 Texas 1 108,548 165,794 206,784 : 7,734,600 15,672,545 : 302 1378 S ¢ $ o
28 Maryland 1 46,386 157,977 22,049 3,200,000 10,300,000 : 102 1407 6 [ i
29 Maseachusetts 1 2,68 75,39 : 1,452,000 238,052,000 : “ 1468 7 : 7 i
26 Loulsiana 1 23,9682 2440 59,792 : 1,309,606 3,238,831 “ 18519 @ : e i
12 Florida 1 102,318 190,587 312,201 226,21 11,636,887 : 227 1528 9 9 4
50 Okimhoma 1 2,780 33,000 48,400 1,600,000 3,500,000 : 8 18.66 10 : 10 :
38 Montana 1 9.219 a9 : 610,128 610,126 : 17 16.76 11 : n u
43 New Maxico 1 11,280 26,324 19,168 1,086,000 1,088,000 - 29 19.13 12 ¢ 12 5
24 Kentucky 1 24,527 s2.432 38,649 : 2,245,991 2,248,891 70 1946 13 :: 13 23.64%
4 ARIZONA 1 91,%¢6 61,020 aaNs 3,086,314 3,068,314 : 78 19.68 14 i
§ Arkansas 1 11,707 45,374 : 1,087,790 128,018,609 : 0 19.76 15 : 1
2 Kansss 1 38,17 39,399  s8.29 2238 12,800,000 : 63 20268 16 : 2
37 Montana 1 8,278 10,131 4918 438,200 749,120 : " 2055 17 3
62 VA Swpplemtl 1 52,97 148,873 81,621 6,793,500 9900920 : 109 2.97 18 4
34 Mississippi 1 30,028 95,434 30,404 3,809,154 3,809,154 : n 2444 19 S
1 Aisbams 1 26,119 105,548 3,351,068 3,351,868 90 2848 20 : ]
35 Missour 1 28,912 28,968 1,435,482 2,334,256 40 373 2 ¢ 7
€8 Wisconsin 1 70,017 197,908 6,900,000 6,900,000 : 162 275 2 8
52 Oregon 1 50,467 74,003 40,031 4,400,000 4,400,000 : 100 2660 23 9
13 Georgia 1 26,582 50,412 78,449 4,209,082 4,209,082 (] 27.08 2¢ 10
40 New Hampehire 1 8,308 17,380 17,380 : 1,191,029 1,191,029 : 2 .68 B . n
14 Georgia 1 13,096 24,089 32,986 1,960,763 4,365,048 27 a8 28 12
S5 So. Carciina 1 38,024 184,870 : 6,000,000 6,000,000 : 104 2057 27 :: N1
$3 Penneyivannia 1 72,374 64,997 44,%02 £,532,000 13,920,000 : 108 3042 28 14
16 idaho 1 16,344 27,608 16,410 : 1,900,000 5,055,000 : 43 30.42 29 15
31 Michigan 1 21873 30,456 33,090 : 2,600,000 2,600,000 : 19 30.44 30 : 16
18 jilinole 1 32,870 4,553 21,370 3,418,510 9,080,410 7t AN 3 17
39 Nevads 1 10,208 14,438 30,475 1,782,521 1,782,821 7 R N 19
49 Ohio 1 103,549 278,240 : 12,525,000 13426068 : 231 R\ B : 19
54 RAhode island 1 10,476 14,406 10,276 : 1,168,000 1,840,000 : 2 3314 M4 20
9 Connecticut 1 13,608 32,500 8130 : 1,814,768 1,814,768 - 3 3342 B 2
33 Minnescta 1 12,341 17,430 28270 1,940,000 3,518,000 : 9 B.42 35 2
23 Kentucky 1 19,599 36,806 12,068 : 2,279,000 2,974,000 : 48 3654 36 . D
17 lilincie 1 9,385 80,000 20,000 : 8,271,130 13,286,130 : 103 38.76 37 : 2
48 No. Dakota 1 3,092 7.435 2192 500,073 1,009,870 15 3899 39 %
11 Oelaware 1 8,704 16,398 10,048 1,370,000 $,481,000 : 3% 37.08 39 : 28
27 Maine 1 21,968 44,949 : 2,518,151 5,830,262 : 72 37.62 40 7
56 So. Dakota 1 9,082 17,307 11,442 1,482,768 1,482,760 : 3 w4 41 2B
57 So.Dakota/Opt. 1 9,662 17,307 11,442 1,482,768 1,482,788 : k. 304t @ 29
69 Wyoming 1 8,600 35,000 : 1,800,000 13,800,000 : 18 “2B 42 :: N
6 Arkaneas 1 9,158 9,639 30,921 2,122,328 2,820,088 45 4252 43 N
7 Calitornia 1 220,640 547,587 : 42,824,000 79,889,000 : 767 55,03 44 2
3 Alaska 1 4,633 13,087 13,685 1,808,900 5,132,700 : M 5752 45 ]
42 New Jeresy 1 §7.109 85,108 192527 19,482,000 19,462,000 : 459 58.14 48 M
8 Colorado 1 30,649 59,300 41,500 : 8,654,229 0654220 : 125 85.63 47 B
10 Connecticut 1 . 2137 56,202 8,500,000 5,500,000 : [ ] .12 48 38
48 Ohio 1 66,453 118,788 102,861 20,543,500 20,543,500 : 248 T1.31 48 7
65 Washington—i 1 22,048 30,700 1.618 : 3,074,886 i 7208 50 : 8
86 Washington—i 1 Tl 47.571 48,650 5,706 7.215,634 F &< 4 7207 51 ¢ 39
36 Missouri 1 H 10,368 24,538 17,400 5,161,208 17,400 : 4% 98.64 %2 : 40 o
2 Alaska B 2,098 4,198 3,601 1,408,800 3,622,200 ki 142,07 53 4 74.55%
15 Hawail 1 HI 20,000 50,000 . S0 NO/RA
20 Indians 1 N7 42,289 83,038 5,049,618 5,849,616 4 NO/RA
21 lowa 1 : NO/RA
25 Lousiana 1 NO/RA
30 Msseachusetts 1 NO/RA
32 Minnesota 1 @ : NO/RA
41 New Jsreey 10 31,442 70707 42,020 : NOIRA
44 New York 1 221,504 269,208 238,384 : NO/RA
$1 Okishoma 1 13,448 116,083 40,953 3,203,340 n NO/RA
S8 Tennesese 1 49,508 62,303 R.780 : 80 NO/RA
80 Utah=Contrid. 1 13,688 48,675 §,012,875 9,139,100 : NO/RA
81 Utah-Noncon. 1 4,042 42,587 H H NO/RA
43 Vermont 1 2,638 204 8,338 1,225,700 8 NO/RA
87 Weet Virginia 1 : NO/RA
1 1 TOTAL/RANKED 7 2 85
: MINIMUM 2,008 1,796 1,618 : $99,000 $17,400 : ] $5.50
11 MAGMUM 230,840 547,587 312,201 $42,624,000  $238,062,000 : 767 $142.07
. . AVERAGE 38,252 48,512 48,288 $4,518,3386  §13,790,638 : )il $34.90
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“** s ADMINISTRATION=**** R :
A
RETIREMENT SYSTEM {Not Del. Vested) Admin. Totad Staft CostPer N : : OVER/UNDER
State: Vested Non-Vest. :  Budget Only Budget Size S K ::  ARIZONA
64 Vermont 1 2433 1,796 5,408 $99,000  $2,032,800 : 8 $12375 1 1
59 Texas 108,546 165,794 286,784 : 7,734,691 15,872,545 : 302 x612 2 2
45 No. Carotine 1 81,219 149,364 61,008 : 2,563,667 4336868 : 100 25637 3 3
S Arkaneas 11,707 45,374 1,057,790 128,010,809 : 40 26448 4 4
28 Louisiens 1 23,952 243 59,792 : 1,309,608 323583t : M 2976¢ 5 : ]
28 Meryland 1 46,508 152,977 22,849 3,200,000 10,300,000 : 102 31,973 6 []
24 Kentuoky 1 24327 52,432 36,649 : 2,245,991 2245991 : 70 32088 7 : 7
46 No. Dskota 3,802 7,438 2192 500,073 1,000878 @ 18 33338 8 : ]
27 Maine 1 21,988 44,948 : 2,518,151 5830262 : T2 U974 9 9
11 Delawars 1 9,704 16,396 10,848 1,370,000 6,481,000 : 39 %18 10 ;1 : 10
23 Maseschuseits 23,653 75,303 1,462,000 238052000 : 4 ‘s 1N M
38 Miesour! 28812 26088 : 1,435,452 233428 . & 35008 12 :: 12
38 Montana 1 9.219 274 610,128 610128 : 17 35890 13 :: 13
1 Alsbama 28,119 106,845 : 3,351,868 3351088 :© 90 37,243 14 1 14
19 indiane 25,840 QN5 20942 : 901,934 961,934 : 28 37,767 15 : : 18§ :
43 New Mexico 11,280 20,324 19,168 1,086,000 1,008,000 : 28 38786 16 @ : 18 - 28.5TW :
4 ARIZONA 1 31,998 61,020 63,416 : 3,000,314 3,008,314 78 W2 17 :
37 Montane 8,278 10,191 4918 438,200 749,120 1 39,836 18 1
12 Florida 1 102,318 190,667 212,201 9,242,371 11,838,087 : 227 40,720 19 : 2
40 New Hampshire 1 8,308 17,380 17,380 : 1,191,029 119,020 : 2 41,070 20 3
50 Oklahoms 23,780 33,000 45400 : 1,600,000 3,500,000 : 38 42108 21 .
16 idaho 1 16,344 276086 18,410 : 1,900,000 5,058,000 5 2222 2 H)
42 New Jorsey 1 57,109 85,108 192,527 19,462,000 19,462,000 459 42,401 23 : []
68 Wisconsin 1 70017 197,908 : 6,900,000 6,900,000 162 4258 24 7
2 Kansss 1 38,17 39,399 58,291 2712238 12,800,000 [] 405 25 []
52 Oregon 1 50,487 74883 40,091 4,400,000 4,400,000 100 44,000 28 : ]
6 Askansas 1 9,158 2039 309 2122328 2,623,058 % 47163 27 :: 10
18 itinoie 1 22,870 43583 31,370 3,418,510 9,069,410 n @148 28 :: N
3% Nevads 1 10,296 14,438 30475 1,782,521 1,782,521 37 48,176 29 :: 12
$6 So. Dakots 1 9,882 17,307 11,442 : 1,462,768 1,482,708 0 49426 30 :: 13
57 So.Dakota/Opt. 1 9,852 17,07 11,442 1,482,788 1,482,768 kY 49428 30 :: 14
33 Minnesots 1 12,341 17430 28,270 : 1,940,000 3,516,000 » 974 31 18
23 Kentucky 16,599 38,606 12,058 : 2,279,000 2,974,000 4 50,644 32 : : 18
17 IHincie 43,906 80,000 20,000 : 527,130 13,206,130 : 103 S1,178 33 : ; 17
2 Alska 4,198 80 1,408,800 362200 : 27 82067 34 :: 18
34 Mississippl 1 96,434 . 30,404 : 3,800,154 3,800,154 : T3 52,180 35 : : 19
68 Washington-i 1 48,850 5,708 : 7,215,634 ;o197 52,660 38 : : 20
53 Penneyivannia 1 64,097 44,502 : 5,532,000 13,820,000 : 105 52888 37 :: 21
54 Rhode island 1 14,408 10,278 1,165,000 1,640,000 : 2 62955 38 :: 2
65 Washington-i 30,700 1,618 : 3,974,088 F 52908 39 :: 23
3 Alaska 1 13,007 13,665 : 1,805,900 5,132,700 : 34 $3115 40 @ : 24
49 Ohic 1 276,240 12525,600 13426968 : 23t 54223 41 :: 25
7 Cailfornia 1 547,587 42,824,000 79,889,000 @ 767 55633 42 :: 26
85 So. Carolina 1 164,870 : 6,000,000 6,000,000 : 104 57602 43 :: 27
9 Connecticut 32,500 8,130 : 1,814,766 194766 © N 50541 44 :: 28
13 Qeorgla 50,412 78,449 : 4,209,082 4200082 : & 61,001 45 : : 29
62 VA Supplemtl 1 148,673 61,621 6,793,500 9,900,920 : 109 62326 46 : : 30
10 Connectiout 1 56,202 : 5,500,000 £500,000 : 65 64708 47 : : 31
8 Colorado 1 $9,300 41,508 : 9,654,220 0654228 : 125 69,234 4@ :: 32
14 Georgla 1 24050 32908 : 1,950,763 4365046 : 27 72250 49 :: B
47 No. Dakota 1 5,479 0,007 : 1,015,008 3575084 @ 14 72500 50 :: 34
48 Ohio 116,768 102,061 20,543,500 20,543,500 : 248 82837 S1 :: 35
&9 Wyoming 1 35,000 1,800,000 ¢ 13,800,000 : 18 100,000 52 : : 36
38 Missouri 1 10,388 24538 17,400 5,161,208 17400 : 48 112,200 53 :: 37
20 Indiena 1 3,07 42260 83,098 5,049,616 5040616 : 49 119,380 54 :: 38 A.
31 Michigan 1 21,873 30,458 33,090 : 2,600,000 2000000 : 19 136,842 55 : : 30 69.64% ::
15 Hawsil 1 20,000 $0,000 : 80 NOJRA : B
21 lows 1 NO/RA
25 Lousiana NO/RA
30 Massachuseits 1 NO/RA
32 Minnesots NOIRA
41 New Jorsey 31,442 70,707 42,020 NO/RA
44 New York 1 269,285 338,384 : . : NO/RA
$1 Okiahoma 1 116,083 40,953 : 320040 : N NO/RA
S8 Tennseses 1 62,303 93,780 : 20 NO/RA
60 Utah-Contrb. 1 48,675 5,012,578 9,139,100 : NOIRA
81 Utah~-Noncon 1 42,587 H H NO/RA
83 Vermont 204 9,336 : 1,225,700 : 8 NORA
67 Waest Virginia : NOIRA
¢ ¢ TOTAL/RANKED 47 56
D MINIMUM 2,090 1,788 1,618 $99.000 $17.400 8 $12978
¢l MAIMUM 230,640 547,587 212,201 $42,824,000 §$230.082000 @ 787  $136.842
: AVERAGE 38,173 608,043 4625 $4,542,100  $13,651,434 : 90 $51,199
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I ' SUMMARY OF RESULTR -+ AOMINISTRAIVE COBTS AS A % OF TOTAL ASSETS . \FIN-RPTIADMIN.WK1.
. MARKET :  **"*ADMINISTRATION®"="** : ADMINISTRATIVE R NUMBER & %
H VALUE : : COSTABASMOF A OF STATES o
: L RETIREMENT SYSTEM : (nBly Adsain. Totad : TOTALABSETS N OVER/UNDER ::
D. Stase PERS Teacher : Budget Only Budiget : K ARIZONA
45 No. Carolina 1 $10.199 : $2,563,667 $4,338,683 0.025% 1 : 1
28 Masyland 1 8.000 : 3,200,000 10,300,000 : 0.036% 2 : 2
64 Vermont 1 0.262 : $99,000 $2,032,800 : 0.030% 3 : 3 IS
68 Wisconein 1 18614 : 8,900,000 6,900,000 : 0.042% 4 : 4 9.76%
4 ARIZONA 1 7.318 4,000,314 3,008,314 0.042% S5 o
9 Connecticut 1 4137 1,814,768 1,814,768 00440 6 : 1
S Arkansas 1o 2002 : 1%067,790 125,018,809 : 0.051% 7 : 2
12 Fiorida 1 HE 17.683 9,243,371 11,630,007 0.052% 9§ : 3
52 Oragon 1 H a.388 4,400,000 4,400,000 : 0.052% 9 : 4
29 Maseschusetts 1 2670 : 1,452,000 233,062,000 : 0.064% 10 5
13 Georgia 1 7.4688 4,200,082 4,209,082 0.056%. 11 6
43  New Maxico 1 1.743 . 1,008,000 1,008,000 : 0.062% 12 : 7
33 Nevada 1 H 2037 ; 1,782,521 1,762,521 0.0680% 13 : [}
19 Indiara 1 1.409 : 901,994 201,534 0.070% 14 : 9?
37 Montana - 1 :: 0.621 438,200 749,120 0.071% 15 : 10
1 Alabama 1. 4.716 3,351,066 3,351,066 : 0.0M1% 16 : 1
14 Georgia 1 H 278 1,960,763 4,365,048 : 0.071% 17 : 12
31 Michigan 1 3541 2,800,000 2,600,000 0.073% 18 13
17 llinoie 1 7.088 5,271,130 13,208,130 0.078% 19 14
53 Penneyivannia 1 7.377 5,532,000 13,920,000 : 0.075% 20 : 15
54 Rhode isiand 1 [ 1.581 ¢ 1,168,000 1,640,000 : 0.075% 21 16
38 Montana 1 HI 0.758 810,128 610,128 : 0.080% 22 17
22 Kameas 1 H 188 212,238 12,800,000 : 0.0054% 23 : 18
23 Kentucky 1 2674 2,279,000 2,974,000 : 0.005% 24 19
11 Delaware 1 1.872 : 1,370,000 6,481,000 : 0.067% 25 0
50 Okimhoma 1 1.814 1,600,000 3,500,000 0.0800% 26 2t
24 Kentucky 1 2541 2,245,991 224590 0.008% 27 : 2
34 Missiesippi 1 4209 : 3,009,154 3,009,154 0.091% 28 23
49 Ohio 1 13.729 12,928,800 13,426,068 0.081% 29 : ¢
62 VA Supplemti. 1 787 6,793,500 9,900,920 0.096% 30 : -
7 Cailfornia 1 42204 42,824,000 79,009,000 : 0.101% 31 -]
3 Assia 1 1.740 : 1,808,900 5,132,700 : 0.1048 232 : 7
58 So. Dakota 1 1.363 1,482,768 1,482,768 : 0.109% 33 2
57 So.Dakota/Opt. 1 1 1.363 : 1,482,768 1,482,768 : 0.100% 34 : -]
2 Alaska 1 1267 . 1,408,800 3,622,200 : 0.111% 35 30
40 New Hampehire 1 1 1.048 1,191,029 1,191,029 : 0.114% 236 3N
48 Ohio 1 17.507 : 20,543,500 20,543,500 : 0.117% 37 : 32
33 Minnssota 1 HH 1.63% 1,940,000 3,516,000 : 0.119% 38 :: 3
18 lllincie 1 2887 : 3,418,810 9,069,410 0.120% 39 :: 34
48 No. Dakota 1 0.413 : 500,073 1,809,679 : 0.121% 40 s
88 So. Carviina 1 HI 4938 6,000,000 6,000,000 : 0.121% 4t ]
16 Idaho 1 HI 1.580 : 1,900,000 5,055,000 0.1229% 42 : 7
8 Colorado 1 HI 4990 : 9,654,229 8,654,229 : 0.12404 43 k]
65 Washington-i 1 3.008 : 3,974,868 : : 0.132% 44 :: 39
69 Wyoming 1 HH 1142 1,800,000 13,800,000 : 0.159% 48 40
6 Arkaneas 1 1.168 2,122,328 2,623,888 0.181% 48 : L2
66 Washington— 1 3.848 : 7,215,634 : 0.188% 47 4?2
10 Connscticut 1 2799 : $,500,000 5,500,000 : 0197% 48 : : 4
20 indiana 1 2683 5,849,616 §,849,616 : 017% 48 ¢ 4“
42 New Jorsey 1 7.657 : 19,462,000 19,462,000 : 0.254% S0 :: 45
27 Msine 1 087 2,518,151 5,830,262 : 0.280% S1 48
47 No. Dakota 1 0.347 1,015,008 3,575,004 0.202% 52 ¢ 47
38 Missowsi 1 1291 5,161,208 17,400 : 0.419% S3 48
80 Utah-Contrb. 1 0.993 : 5,012,578 9,139,100 : 0.506% 54 49 87.80%
15 Hawai 1 : : NO/RA :
2t lowa 1 NO/RA
25 Louislare 1 H H NO/RA
26 Louisiara 1 H : 1,308,606 3,236,831 : NO/RA
30 Msseachusetts 1 [ : B NO/RA
l 32 Minnssota 10 : : NO/RA
35 Missouri 1 : 1,435,452 2,334,256 : NOIRA
41 New Jerssy 11 9.135 H NO/RA
44 New York 1 H H : NO/RA
$1 - Okishoma 1 HI 1.328 3,200,240 NO/RA
' 58 Tennsesse 1 H mms H NO/RA
59 Texas 1 : H 7,734,601 15,072,548 . NO/RA
81 Utah~Noncon. 1 1.587 - M NO/RA
63 Vermont 1 0.275 1,225,700 NO/RA
67 Weet Virginia 1 : : NO/RA
l ¢ : TOTAL RANKED 47 2 54
D MINIMUM B $0.262 $99,000 $17.400 : 0.025%
: o MAXIMUM S $42.208 $42,024,000 $238,052,000 0.505%
l . . AVERAGE 1S $4.981 $4.609.002  $13,939,883 0.117%
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: 1 ****sMEMBERS PER STAFF**"** R NUMBER & %
: Total A OF STATES
L RETIREMENT SYSTEM Staft Mombers N OVER/UNDER
D. State PERS Teacher : : Size Por Staft K ARIZONA
47 Ne. Dakots 1 14 13981 1 1
51 Okishoma 1 N 5499 2 2
a1 Michigan 1 19 4498 3 3
19 Indiena 1 26 3462 4 4
20 indians 1 L] 3209 S 5
45 No. Caroline 1 100 276 6 [}
50 Olshome 1 38 * 2688 7 7
12 Fiosids 1 227 2666 8 (]
VA Supplemtl. 1 108 280t 9 9
14 Qecigis 1 2 259 10 i0
58 Tennecsss 1 80 2,571 11 1"
49 ‘Wyoming 1 ] 242 12 12
29 Massachusetts 1 4 2416 13 13
13 Georgis 1 "] 2,253 14 14
26 Maryland 1 102 2,230 18 15
38 Montana 1 17 2,142 168 16
M4 Minsseidpi 1 73 2138 17 17
2 Karsas 1 [~} 2,125 10 18 B
43 New Mexico 1 2 2,028 19 19 32.20% :
4 ARIZONA 1 78 1,988 20 :
28 Louieiane i 4“4 1,969 21 1
S5 So. Carolina 1 104 1,061 22 2
37 Montana 1 1" 1999 22 3
89 Texas 1 302 1,850 24 4
9 Connectiout 1 AN 1,72 &8 1
S3 Penneyiannia 1 108 1,722 28 [
82 Oregon 1 100 1,654 27 7
68 Wisconein 1 162 1,654 27 8
2¢  Kentucky 1 70 1,648 28 9
49 Ohio 1 21 1,644 29 10
54 Ahode isiand 1 2 1,508 30 1"
18 lHinoie 1 n 1,518 31 12
23 Kentucky 1 45 1,497 %2 13
39 Nevada 1 k14 1492 D 14
33 Minnesota 1 k] 1,480 4 15
40 New Hampehire 1 29 1,486 38 18
1 Alsbama 1 80 1,48 38 17
63 Vermomt 1 8 1,408 37 19
3% Missouri 1 40 1,395 38 19
17 lincie 1 163 1382 - 20
18 idaho 1 45 1,388 40 2
5 Arkaneas 1 40 1,339 41 2
$8 So. Dakota 1 30 1,287 42 2
57 So.Dakota/Opt. 1 0 1,287 42 24
64 Vermom 1 a 1,204 4 -]
48 Ohio 1 248 1,162 &4 20
36 Missowri 1 4 1,138 4§ a
8 Arkansas 1 45 1,108 48 -]
8 Colorado 1 128 1,062 47 2
7 Caitornia 1 767 1,015 48 30
11 Delaware 1 39 M7 W N
27 Maine 1 72 N0 50 32
3 Alaska 1 34 °m N 3
10 Connecticut 1 85 910 52 k2
48 No. Dakota 1 15 01 53 35 B
42 New Jersey 1 459 953 54 8 :
65 Washington=| 1 ™ 735 S5 7 :
68 Washington-{ 1 137 731 S& ] :
2 Alaska 1 a7 386 57 » 66.10% ::
15 Hawail 1 %0 NO/RA pH
21 lowa 1 NO/RA
25 Louisians 1 NO/RA
30 Massachusetts 1 NO/RA
32 Minnesota 1 NO/RA
41 New Jeresy 1 NO/RA
New York 1 NO/RA
Utah-Cantrr. 1 NO/RA
Utah-Noncon. 1 NO/RA
Weet Virginia NO/RA
i ! TOTAL/RANKED 47 59
: MINIMUM ] 68
T MAXIMUM 787 13,181
: AVERAGE 88 1,987
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SURVEY OF PUBLIC SECTOR RETIREMENT SYSTEMS \DATA-COL\SUR-PUBSMWKY =

(Page 1 of 2)
: : . * “BREAKDOWN OF BOARD MEMBERS BY CATEGORY®==*==+ = ° .
: TOTAL PERSONS : : : : SCHOOL : : : :
: RENIRE. BOARD :  STATE 1 MUNICIPAL : . DISTRICT :  MEMBERS : STATEAOCAL : GENERAL :
RETIREMENT SYSTEM : (Ses Notes for : EMPLOYEES : EMPLOYEES : TEACHERS : EMPLOYEES : (OTHER) :  OFFICALS : PUBLIC
State PERS Teacher : Addiinfo.) : Active Retired : Active Retired : Active Retived : Active Retired : Active Retired . Active Retired : VOTING VOTING
Alsbama 1 14 H : 8 2:
Alaska 1 S : :
Alaska 1 S :
ARIZONA 1 7 2 1 ha | 3
Arkanses 1 12 ¢ 3 1 3 2
Arkansae ] 9
Catifornia 1 13 1 ] 1 2 1 3
Colorado 1 16 4 1 2 L] 1 1
Connecticut 1 1" 3 1 4
Connecticut 1 15 12 3
Delawase 1 7 ]
Florida 1
Georgia 1 10 4 1 F]
Georgia 1 7 1 1 1 1
Hawail 1
idaho 1 1 3 2
Ilinois 1 10 4 1 4
llinols. 1 7
Indiana 1 1] 2 2 1
Indiana 1 3 1 4
lows 1
Kansas 1 7
Kentucky 1 9 4 1 2
Kentucky 1 9 2 2 2 2 1
Louisiana 1t
Louisiana 1 : i1
Msine 1 : 8 :
Maryland 1 : 15
Massachusetts 1 5:
Maseachuseits 1
Michigan 1 1]
Minnesots 1
Minnesota 1 1" 1 7 1 2
Mississippi 1 ] 2 2 2 2 1 1
Missouri 1 5 2 1 1
Misgouwri 1 1t
Montans 1 2 1 2
Montans 1 8
Nevada 1 : 7: [} 1
New Hampshire 1 H 13
New Jorssy 1t 7
New Jeresy 1 H 9 :
New Maxico 1 7 1 t 1 2
New York 1 H : : : : : : : :
No. Carolina 1 : 14 2 1 : 2 1t : 1 . 1 : 5
No. Dakota 1 S : H 1 1 : 1
No. Dakota 1 : e : : :
Ohio 1 9 : : S 1 :
Ohio 1 : 9 1 : 1 : 1 : : 2 1 : .
Oklahoma 1 13 : : 2 2: : 1 1 : 4
Okiahoms 1 H 13 ¢ :
Oregon 1 9 2 1 1 1 2 1
Penneyivania 1 1" :
Rhode isiand 1 15 2 1 1 2 1 L] 2
So0. Carolina 1 5 5 :
So. Dakota 1 17 H 1 2 1 4 H) 1
So.Dakota/Opt. 1 17 2 1 2 1 4 5 1
Tennesses 1 17 2 3 3
Texas 1 9
Utah-Contrb. 1 7
Utah=-Nonoon, 1 H 7
VA. Supplemnt 1 H 7
Vermont 1 L
Vermont 1 L]
Washington-i 1 :
Washington-i 1 : 0
West Virginia 1
Wisconsin 1 : )]
Wyoming 1 : 1 2 1 2 1 H
TOTAL 47 z
MiNIMUM 0
MAXMUM : 17 : : : : : : :
AVERAGE : 9 : 3 1 1 2 3 1 : 1 0 : 3 1o 3 Q0 2
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" (Page 2 of 2)

COMPOSITION OF RETIREMENT BOARD

RETIREMENT SYSTEM

State PERS Teacher

Alsbams 1

Alaska 1 Stx-years terme; three by two PERS elected by

Alaska 1 The year terme; all by

Arizona 1

Arkaness 1 Six by 3 sx-officio (St. Trees./Auditor/Dis.of Fin.& Admin.)

Arkansas 1 § sctive members, elected; 3 retired members, siected; 3 ex—officio.

Callfornia 1 Six elected by membership for 4=~yr. terms; 2 appointed by Governor for 4-yr.terms; 1 joint appntmt.
by Leg. for a 4—yr term; 1 designated by St. Personnel Board; 3 are ex-officio members,

California 1

Colorado 1 Elected as loliows: 4 by et.empl.; 5 by echool empl.; 2 by municipal empi.; 1 by judges: 2 by retiress;
2 are sx-officio (St. Auditor and St. Trees.). All siected for 4-yr. tarms.

Connecticut 1

Connectiout 1 4 teachere=3 active, 1 retired, 4~yr.terms. 4 pub.membere appointed by Gov.; 3 st.officiale, ex-officio.

Delaware 1 Five by L by Sen., 4-yr.tarme; 2 ex—oificio (5. Personnel Dir./Sec.of Fin.).

Florida 1 Has no board,

Georgia 1 Three ex-oftficio (St. Comm/Comm.of Py Admin.); 1 by G
2 siected by other 1 wi10 yre.invest.axp., siected by other trustees.

Georgis 1 St.Auditor,Comm.of ine.,Dir., Fiscal Oiv.,Dept.of Admin.Serv.,Ex off.;classroom teacher,schoal agmin.,
pub.achool empl., GA citizen appnt.by Qov.3-yr.terme;univ.empl., appnt.by Brd.of Reg.3~yr.term:
TRS retires, person skilied in invest.,slected by remaining trustees for 3-yr.term.

Hawail 1

Idaho 1 by by Senate; Chair appnted. by Gov.; staggered S—yr. terms.

Ilinoie 1 Tives Gov d vested empl A d empi. i
2 ex~oificion8t.Comp. and Olr., Bus. of the Budget.

Ilinois 1 Supt.of Educ.; 4 ¢ Gov. +4 active eslactad; 1 retired annuitant elected.

Indians 1 Five members, 4-yr. rotating term, by

indiana 1 Five deyr, G term, by

lowa 1

Kaneas 1 by by Senate; 4—yr. overiapping terme,

Kentucky 1 Electade? by St.ret.sys.members,2 by iocal ret.sys. 1by of St.Pol.Ret.Sys (4 yre.ee),
3 appointed by Gov. (4~yr.terms); State Personnel Commissioner, ex~officio.

Kentucky 1 4 1 ret. teacher, 2 iay persons; 2 ex-olficiongt. Treas. & Supt.of Pub.inetr.

Louisinna 1 Nine slected by active members; 2 siected by retired membars; 2-yr. terms.

Louisiana 1

Maine

1 Two pub.members appntd by Gov.; 1 elected by St.Empl.Asecc.;! slectad by Teachers Asecc.;1 appntd by Munic.Assoc.;
1 salected by Gov.lrom 3 nomineted by Maine Ret. Teachers; | selacted by Gov.from nominees of retired et.empl.,
retired locai diet.empl., or reps of the two groupe; St. Tressurer—ex-offisio, non-voting member.
Maryland 1 Six St. officiaie are ex-officio; 2 empl.eiected by membership; 2 teachers.siectsd by membership;
2 St.Police apptd.by Brd. of Pub. Worka; 1 local govi.sppntcLby Gov.; 2 genl.pub.appntd.by Gov.

Massachusetts 1
Massachusetts 1 Comm.ot Educ.or designes; ret.teacher appntd.by Gov.; 2 active or ret.teachers slected by sys.mmbrs; 1 elected by other brd.mmbre.
Michigan 1 Attry.Gend,, Dpty.Auditor Genl., St. Treas., Ine. Comm., St. P Dir., 2 yee and 2 retices
Minnesota 1 Three appintd.by Gov.; 8 siected by smpioyess depending on pian by which covered; 4~yr.terms.
Minnescta 1 .
Mississippi 1 Two appntd. by Gav.; 2 ex~olficio (St. Treas. & Supt.of Ed.); 1 elacted by retiress; 5 elected by membership.
Missour! 1 Comm.,Off.of Admin., ex-officio; St.Tress., ex~officio; 2 appntd. St.Senators; 2 appntd.St. Repe.; 2 sppntd. mambers of MOSERS; 3 elected members of MOSERS.
Missouri 1 Two eleciad isom active membership; 2 appntd. by St. 8oard of Educ.; Comm.of Educ. ex-ofticio.
Montana 1 Theee public empioy.; 1 retivee; 2 at-large sppitd. by Gov.; S—yr. staggered terms.
Montana 1 Five appntd. by Gov.-~2 member teschers, 2 1ep. of public, 1 retired member; Supt. of Pub. lnstr. is ex-officio.
Nevada 1 Seven board members, 4-yr. terms, appointad by Governor.
New Hampehire 1 18t 1 St Rep.; 2 Y 9 system 200, empioyes, teacher, polios officer & firefighter.

1 ex-officio bank commiesioner.
New Jerosy 1 : 6 smpicyes repe., 2 by St T
New Jersey 1 [] yos reps., 2 by ST
New Mexico 1 St.Supt.of Educ.; 9. Treas.; 1 sa. siected by teacher organ.,univ. profs’ organ. reticees’ argan.; 1 appntd. by Gov.
New York 1 1
No. Carolina 1 1 St.Treas. =ex officio Chair; Supt. of Pub. [netr. sex-officio; members appntd. by Gov., LL.Gov., Speaker of the House.
No. Dakota 1 Chair,appntd. by Gov.;1 appitd.by Altny.Genl.;3 siected active members; 3 ex-officioaSt.Auditor, St. Heaith Officer, Comm.of Banking & Fin.inet.
No. Dakota 1 8t. Supt., St. Treas., 3 appiid. by Qovernor.
Ohio 1
Ohio 1 S teachere~teacher elected; 1 retired teacher-setived tsacher elected; Attny. Gent.; St.Auditor; St Supt.of Pub.instr.
Okiahoma 1 5 1 court ey 3 2 Pres.Pro Tem Senate; 2 Speaker of House.
Okishoma 1 3 ex-oificio; § appmd. by Governor: 2 sppntd. by Pres.Pro Tem of Senats; 2 appntd.by Speaker of House.
Qragon 1 4 labor, 4 management, 1 taxpayers (1 must be retired PERS); appntd.by Gov, cont. by Senats.
Pennsyivania 1 5 appntd. by Gov., confizmed by Senate; 2 appntd. by Pres. Pro Tem of Senate; 2 appntd. by Speaker of House; St. Treas. is ex-officio member..
Rhode isiand 1 7 ex—afficio, 6 elacted by membership, 2 appntd. by Governor.
So. Carclira 1 $ - ail elacted officiais Comp Gent, T Chair-Sen. Finance Comm., Chair, House Ways & Means Comm.
So. Dakota 1 14 elected by their “respective Groups”, 2 appntd. by 1 ex-ofticio ing by Council
So.Dakota/Opt. 1
Tennsesee 1 3 vested teachers, elacied by taschers; 2 vestad ot. smploy. elected by st. empioy.; 3 reps appntd, by Co. arganizations;

ax~officio = Treas., TCRS Dir., Comm. of Finance & Admin., ¢ Exec.Secy. Crt., Comm. of Personnel, Secy. of St.
Texas 1 Gov. appnts. 7 = 3 can be neither members nor annuitants, 2 pub, school empioy., 1 retires, 1 empioy.of inet. of higher educ; 2 membere appitd.by Brd.of Ed.
Utah 1 4 membere from genl. pub. w/ivest.or banking &xp.; 1 echoot empl: | pub. empioy.; appnt. by Gov. St.Tress.as ex-officio member.
Vermont 1 S mambers, 4-yr. terme sxcept ax~olficio Treas, Governor's rep, and Director of Personnel.
Vermont 1 2 active elected by 1 retired ax-otticio St. Treas., Comm. of Edus., Comm, of Banking & Ine.
VA Supplemnt 1 1 st.govt.axec.branch official; 1 teacher; 1 state empioy., 1 empioy. of a poiitical subdivision; 3 who are not empicyses of any gavt.
Washington 1 The Retirement Systam has no Board. The Dicector is appointed by, and reports o, the Governor.
West Virginia 1
Wisconsin 1 2 appntd. by Governor; 1 designaled by statute; 4 each siected by Wiec. Ret. Soard & Teachers Ret. Board
Wyoming 1
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APPENDIX 8

LIST OF INTERVIEWED EMPLOYEE AND EMPLOYER
ADVOCACY GROUPS AND OTHER STATE OFFICIALS
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LEGISLATIVE COUNCIL STUDY COMMITTEE:

Speaker Jane Dee Hull, Co-chairman " Public Member: William J. Adler
Senator Doug Todd, Co-chairman . Public Member: Darrell Guy
Representative Susan Gerard Public Member: Richard L. Smith, Ph.D.
Representative Nancy Wessel Public Member: Lowell Sutton

Senator William Hardt

RETIREMENT BOARD MEMBERS:

Robert A. Williams, Jr., Chairman Gerald W. Jones
Susan R. Burns Douglas G. Martin
Paul Felix Richard Morgan

ARIZONA STATE RETIREMENT SYSTEM:

Edwin C. Gallison, Director

INVESTMENT ADVISORY COUNCIL MEMBERS:

Rollin Pelton, Chairman Robert A. Williams, Jr.
Richard B. Zoller, Vice Chairman
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EMPLOYEE AND EMPLOYER ADVOCACY GROUPS
REPRESENTATIVES:

Arizona Education Association: . Public Employees, AFSCME Council 97
AFL-CIO
Darrell Guy, President ‘ Jim Schmitz, Director
Tom Shaffer David Horowitz, Legislative Liason
Mary Kay Havelin Dorothy Krause
Arizona Retired Teachers Coalition of Active and Retired
Association: Employees:
Robert Morehouse , Howard Greenseth
Naomi Morehouse Dorothy Krause
Robert Letson
Donald Shea
University of Arizona Retirees League of Arizona Cities
Association: and Towns:
Raymond Klein Jack DeBolske, Executive Director
Edgar Louttit Jeff Martin, Staff Assistant

OTHER STATE OFFICIALS:

Theodore Ferris, Director of the Legislative Budget Office

Peter Burns, Director of the Executive Budget Office

Harold Scott, Governor’s Office

Mike McCormick, Governor’s Liason to the Arizona State Retirement System

OTHER CONCERNED PERSONS:

Ed Cornell Shirley B. Goettsch, Ed.D.
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APPENDIX 9

POST-RETIREMENT BENEFIT ENHANCEMENT
DEDICATED TRUST FUND CONCEPT
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DEFINITION:

OBJECTIVES:

It is the policy of the Arizona State Legislature that the Arizona
State Retirement System’s Post-Retirement Benefit Enhancement
Dedicated Trust Fund is a trust fund. The monies and other assets
of the Arizona State Retirement System’s Post-Retirement Benefit
Enhancement Dedicated Trust Fund shall not be used or
appropriated for any purpose which is incompatible with its intent.

The Post-Retirement Benefit Enhancement Dedlicated Trust Fund is
a temporary trust fund which shall terminate in the event that all
assets of the Post-Retirement Benefit Enhancement Dedlicated Trust
Fund are depleted.

The single intent of the Post-Retirement Benefit Enhancement
Dedicated Trust Fund is to serve as the single statutory mechanism
for providing post-retirement benefit enhancements for the retirees
of the Arizona State Retirement System.

The first objective of the Post-Retirement Benefit Enhancement
Dedicated Trust Fund is to provide a self-perpetuating and self-
funding mechanism to provide reasonable post-retirement benefit
enhancements to the retirees of the Arizona State Retirement
System which can be provided within the capabilities of the Post-
Retirement Benefit Enhancement Dedicated Trust Fund.

The second objective of the Post-Retirement Benefit Enhancement
Dedicated Trust Fund is to provide post-retirement benefit
enhancements which protect, to the maximum affordable level, the
purchasing power of retirees’ benefits from the effects of "inflation"
(e.g., 'wage, price, or some hybrid "inflation" index).

The third objective of the Post-Retirement Benefit Enhancement
Dedicated Trust Fund is to provide post-retirement benefit
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FUNDING:

INCOME
DISTRIBUTION:

enhancements without the requirement to continually increase
contribution rates and place the burden of payment of current
unfunded benefit enhancements upon future employees, employers
and taxpayers of the State of Arizona.

The Post-Retirement Benefit Enhancement Dedicated Trust Fund
shall be established by transferring $400 million from the assets of
the Public Employees’ Retirement Trust Fund into the Post
Retirement Benefit Enhancement Dedlicated Trust Fund.

Any actuarily determined overfunding in excess of the Actuarial
Value Funding Ratio's 1.05 funding level shall be annually
transferred from the Public Employees’ Retirement Trust Fund’s
assets into the Post-Retirement Benefit Enhancement Dedicated
Trust Fund. The Actuarial Value Funding Ratio is defined as: the
ratio of the actuarial value of assets to the actuarial accrued libility
under the actuarial valuation method.

The Legislature may appropriate supplemental monies to be
transferred into the Post-Retirement Benefit Enhancement
Dedicated Trust Fund as deemed necessary to meet special
funding requirements associated with their granting of post-
retirement benefit enhancements.

A maximum of 70% of the Post-Retirement Benefit Enhancement
Dedicated Trust Fund's gross income from any one year may be
used to fund one-time and/or on-going post-retirement benefit
enhancements. Figure 6 presents a graphical depiction of this
income distribution concept.
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MANAGEMENT:

If feasible, part of the initial funding capacity of the Post-Retirement
Benefit Enhancement Dedlicated Trust Fund shall be used to bring
the old 1.2% and 1.5% formula retirees’ benefits up to a benefit
based upon the present 2.0% formula...if such calculation would
result in a benefit which exceeds the present benefit.

Payment of any post-retirement benefit enhancement may be
reduced, or terminated, in the event of funding availability
constraints encountered in the management of the Post-Retirement
Benefit Enhancement Dedicated Trust Fund.

The distribution of the income of the Post-Retirement Benefit
Enhancement Dedicated Trust Fund shall be administered by the
Retirement Board of the Arizona State Retirement System. The
Retirement Board shall prepare, and maintain, a written definition
of the process to be used for determining how much of each year’s
income is to be distributed, and how and to which groups of
retirees said income is to be distributed.

The Retirement Board, in their duty to distribute the income of the
Post-Retirement Benefit Enhancement Dedicated Trust Fund, shall
be bound by such statutes which govern the Post-Retirement
Benefit Enhancement Dedicated Trust Fund.

Income from the Post-Retirement Benefit Enhancement Dedicated
Trust Fund shall be distributed in either the form of periodic (e.g.,
quarterly) lump-sum payments, or in the form of an on-going
addition to the monthly retirement benefit.

The assets and investments of the Post-Retirement Benefit
Enhancement Dedicated Trust Fund shall be managed by the
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Investment Advisory Council, under the investment statutes which
govern the investments of the Arizona State Retirement System.

The majority of the assets of the Post-Retirement Benefit
Enhancement Dedicated Trust Fund shall be invested with the

primary objective of meeting the annual income distribution
requirements.
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APPENDIX 10

ACTUARIALLY ORIENTED ANALYSIS OF THE CURRENT

ARIZONA STATE RETIREMENT SYSTEM RETIREES’ BENEFITS

CONTENTS:

m Table 1: Retirees’ Benefits By - Total Years of Service
m Table 2: Retirees’ Benefits By - Age At Retirement
m Table 3: Retirees’ Benefits By - Present Age
m Table 4: Retirees’ Benefits By - Final Average Salary Level
m Table 5: Retirees’ Benefits By - Retirement Formula Percentage Multiplier
m Table 6: Retirees’ Benefits By - Retirement Plan Option

m Table 7: Retirees’ Benefits By - Years of Service Grouped by
Final Average Salary Level

m Table 8: Retirees’ Benefits By - Year of Retirement

m Table 9: Retirees’ Benefits By - Percentage of Payroll Eligible for
Post-Retirement Benefit Enhancement

m Table 10: Retirees’ Benefits By - Year Eligible for
Post-Retirement Benefit Enhancement

m Table 11: Post-Retirement Benefit Enhancement Dedicate Trust Fund
Funding Projections (four variations)
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RETIREES' BENEFITS BY:
YEARS OF SERVICE
TABLE 1
TOTAL RETIREES COUNTED = 2,088
YEARS %OF **** “AVERAGE MONTHLY BENEFIT AMOUNT® * * = =
OF TOTAL CURRENT NORMAL- NORMAL- ORIGINAL NORMAL-
SERVICE WICOLAS ZED
ORIGINAL CURRENT ORIGINAL
WICOLAS WICOLAS

1 o048 $104 s107 $114 $29 32
2 o8 121 127 122 4 82
3 0434 130 147 158 56 [N
4 0547 140 147 154 57 (]
5 282 147 160 167 8 9N
s agse 1682 178 182 9 108
7 3913 182 197 208 100 121
8 aezr 200 28 25 124 140
9 M 22 245 262 14 160
10 4628 261 282 207 165 206
1 4.75% 287 310 e 204 28
12 449 304 azs 3%4 25
13 4428 338 360 368 249 m
14 438 an 403 409 287 s
15 4522 08 438 “ an 3
1% 4192 “ 476 482 4 an
17 3.9 4 s21 sz27 380 “9
18 2.082 517 =5 s62 “2 “
19 ae? 559 7 615 43 ™
2  ans sa6 s41 850 480 832
21 3s48 o2 a1 589 514 568
2z 3.0 863 726 736 550 610
23 2867 e 768 T4 < n [
24 203m 759 830 643 710
= 2008 s °m 710 794
2 243 ! 906 %08 m 863
77 210 900 118 1126 [ 996
2 2027 1027 1186 164 %08 1032
20 1848 1138 1320 1228 1020 1204
L IR ) 1158 1384 1372 1039 1237
3 1.356 1247 1400 1497 125 1359
2 122 1228 1485 1468 1101 1223
33 1.088 1274 1412 1482 1142 1334
M os78 1219 1378 1388 1079 1281
®s o7 1362 1560 1568 1222 1413
36 0568 1234 1391 1308 1084 1233
7. 0472 1168 1269 1280 996 1097
B 04 1128 122 1238 919 1010
3% 0330 904 1064 1077 755 &
0 04 1024 1008 1110 788 a5
Y " “s 880 9 587 €08
42 024 a2y ] s70 s 53
@ oz 844 are 893 548 576
44 0169 787 809 827 453 475
s 007 nr 748 767 362 288
4 o072 ™m 798 801 “9 a
7 0088 ™ 810 209 )
4@ 0024 ™ b ) 767 383 381
@ 0007 575 b1ed 845 238 208
% o014 739 788 m 457 ]
St 000 m & %2 a9 fia]
AVERAGE - 100 $634  $601 $508 $433  $487

zsad
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LER8IGE

101
142

149

110
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"7
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119
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SEEREN
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o

7
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&

$101
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RETIREES’ BENEFITS BY:

AGE AT RETIREMENT
TABLE 2
TOTAL RETIREES COUNTED = 20,085
AGE  %OF  *** = "AVERAGE MONTHLY BENEFIT AMOUNT* * * = *
AT TOTAL CURRENT NORMAL- NORMAL- ORIGINAL NORMAL-
RET. WICOLAS
ORIQINAL CURRENT * ORIGINAL
WICOLAS  WICOLAS

0 0028 $364 $384 364 22 21
1 0003 178 178 178 “® “°
5 0003 34 314 a4 202 202
& 0003 208 = 208 “© “©
12 0003 157 170 157 40 “
20 0.008 409 409 400 200 200
21 0000 220 920 920 m Fed
3 000 7% 785 758 292 22
27 0.0m 310 330 3to » 9
2 0.000 4 24 24 127 121
4 0008 09 29 239 50 50
B 0003 158 159 188 50 50
2 0007 797 797 797 78 78
Qoo 431 g1 962 389 558
“ 0007 243 243 243 129 129
s ooe 250 280 250 148 149
% 0010 268 802 urne 12 388
a7 oo 208 an ae 201 28
o 00 364 712 o 212 519
9 ooz 363 67 748 194 3
56 0324 362 0 & 312 52
st 0.389 339 592 636 284 s28
2 0420 ang 608 540 319 837
53 0.664 “ &8 700 204 800
54 084 557 801 oz7 " 727
s 1.668 57 904 920 597 %7
6 218 703 910 928 &7 a8
57 289 778 963 74 m 891
S8 2.667 784 905 o4 008 w2
5% 328 a9 933 40 748 o7
60 6588 a8 %5 78 802 69
61 5.800 700 750 764 818 o2
2  19.814 508 537 543 09 9
& 10628 1 £re 528 390 419
64 6870 490 s20 28 304 a2
& 17.006 47 .2 48 s 398
6 0284 40 2 .0 s 340
7 aan e 490 408 7 78
& 1. 46 468 e EXY 381
8 L 4 n 400 328 353
0 L 470 509 519 344 am
7 o83 22 458 2 203 32
72 o188 327 s as0 27 =
73 0100 a1 as 340 2 28
0407 24 2 2%0 124 148
7 o0 27 200 LT 174 196
76 o028 208 269 363 1% 14
7 004 209 303 308 1 21
78 0017 46 408 “s 218 a4
™ 0017 194 198 2 146 149
% 0010 e 320 368 188 s
o 0014 240 2808 308 158 199
2 0.010 233 44 4“2 229 38
84 0.00 217 28 268 23 261
86 0.003 o8 ™ 738 4“9 s
9 0.007 663 ) 63 538 536
% 000 78 a9 o 599 734
8 000 loto 1208 1218 o4 ne2
AVERAGE 100 $534 $501 $668 $433  $487

ORIGINAL ORIGINAL

MONTHLY  MONTHLY
BENEFIT'S BENEFIT'S
% DOLLAR
INCREASE INCREASE
65 §$143
m 130
55 12
320 187
23 "7
4?2 121
43
<] k<]
23 a7
o4 107
78 189
218 108
3 21
n 42
28 114
-] 101
139 1568
52 104
T2 152
a7 168
16 50
19 55
19 60
18 [
13 [ ]
10 [ ]
10 [ ]
9 ]
10 [ ]
10 7
14 <)
14 s
4 87
26 101
k- ] 108
39 12
“ 140
a2 112
R’ 108
k] 17
7 128
39 119
a8 90
42 92
(.74 20
S8 10
120 158
42 2
> %
3 48
o7 128
2
2 74
2 4
“ 204
24 127
13 79
n Y
23 $101
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TABLE 3

RETIREES' BENEFITS BY:
PRESENT AGE AT 7/1/90

TOTAL RETIREES COUNTED =

-~ O NWON-Oo

dYFFFINIILEILRLBR2BBELRYBR282382888

888LERLBL22ZRIZRLBBLES

§
L]
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RETIREES’ BENEFITS BY:
FINAL AVERAGE SALARY LEVEL
(Page 10t 2)

TABLE 4 - IN $1,000 INCREMENTS

TOTAL RETIREES COUNTED = =993 (Excludesthe System retirees)

FINAL WOF  °* "= "AVERAGE MONTHLY BENEFT] AMOUNT® = * * =
AVERAGE TOTAL CURRENT NORMAL- NORMAL- ORIGINAL NORMAL~

SALARY WICOLAS ZED
ORIGINAL CURRENT ORIGINAL

~-999 0.027 $89 $92 $oe $8 $8
1-1.999 0.zrr 124 130 133 2 i)
2-2,999 1.058 142 150 152 45 48
3-3,999 1.788 165 173 178 82 58
44,999 2.708 183 191 197 76 -]
5-5,999 578 212 230 8 108
66,999 4.513 2] %3 28 121 129
7-7.999 5.04 n 28 204 144 166
8-8,999 4.967 €2 307 e 167 180
9-9.999 4.894 324 m 350 198 "n
10-10,999 5,013 39 60 369 20 229
11-11,909 4.794 362 382 290 249 268
12-12,999 4.683 82 407 “s 278 2
13-13,999 4.52 409 428 443 308 333
14-14,999 4.213 439 470 478 343 ar2
15-15,999 4.058 488 503 m n 408
16-18,999 J.e88 508 544 882 412 448
17-17,999 3.385 50 588 583 453 495
18-18,999 3.262 581 o 619 a7 L]
19-12,999 2928 897 849 87 513 583
20-20,999 5% 624 684 9t 548 604
21-21,999 2083 680 72¢ 732 S80 642
2-22,999 2.097 896 783 770 62 a7
2-22,999 1.682 707 7682 729 67 710
24-24.999 1.838 754 831 &7 [ 758
25-25,999 1.73t 798 083 [ - ™ f13
26-20,990 1.72¢ s "7 764 %0
27-27,999 1.512 8 1003 1008 [~} Rs
26-28,999 1.508 927 1033 1038 L4 $70
20-29.999 1.393 e 128 1138 932 1059
30-30,999 1.216 1068 1199 1203 1008 1132
31-31,999 1.138 1108 1242 1248 1044 1174
32-32,999 1.008 1137 12800 1285 1072 zn
33-33,999 0.919 122% 1380 1384 1187 1217
34-34,999 0.831 1277 1461 148 1212 1379
35-36,999 0.602 1218 1401 1406 1158 1339
38-38,999 0.638 1383 1850 1554 1297 1479
37-37,999 0.589 1385 1563 1568 120 1493
38-36,999 0.542 1403 1648 1683 1334 1572
39-39,990 0.423 1422 1633 1638 1360 1568
40-40.999 0.408 1429 1636 1839 1368 1567
41-41,999 0.390 1588 1840 1845 1485 1762
42-42,999 0.323 1483 1800 1007 1415 172
43-42,999 0.262 1618 198 1918 1857 1848
44-44,999 0.208 1608 1948 1960 1548 1878
45-45,999 0.242 1800 19688 1972 1833 1089
46-48,999 0.268 1702 2014 2010 1624 1926
47-47.598 0.218 1811 1969 1974 1543 1890
48~48,999 0.181 1890 2072 2078 1624 1996
49-49,999 0.177 1793 2174 2181 1715 2083

OQRIGINAL
MONTHLY
BENEFTT'S

U I R R A B B I I RN R RN R N A TR

107

d883323283232RURbBLREB 222323383
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RETIREES' BENEFITS BY:
FINAL AVERAGE SALARY LEVEL
(Page 20f 2)

TABLE 4 - IN $1,000 INCREMENTS

TOTAL RETIREES COUNTED = 2593 (Excludes the Syetem retirees)

FINAL %OF **°*" “AVERAGE MONTHLY BENEFIT AMOUNT™ * “* *
AVERAGE TOTAL CURRENT NORMAL- NORMAL~ ORIGINAL NORMAL-

SALARY WICOLAS
ORIGINAL CURRENT ORIGINAL

WICOLAB  WICOLAS

$0-50,999 0.181 1840 an7 228 1758 222 ]
51~51,999 0.191 1907 24937 2448 1898 2282 4 n
52-52,909 0.182 1926 2389 2283 1882 2304 4 74
53-53,999 0.092 1961 42 2408 1874 28/ L] a7
54-54,999 0.118 1801 2189 2192 1738 2114 4 ]
55-55,999  0.088 2042 2488 2470 1978 02 3 [
56-56,999 0.062 2007 24 2548 1985 479 3 52
57-87.999 0.08 2172 2009 2612 2108 2532 3 [ ]
58-50,999 0.048 1894 2289 2378 1808 2600 L] [ ]
59-59,999 0.082 2043 2484 2492 1930 2280 [} 113
60-60,999 0.038 2203 210 2013 283 2833 3 80
61-81.9%  0.088 2181 2707 ma 2002 2618 ‘4 »
62-62.999  0.038 2100 =7 %82 2036 2494 4 i)
8363909  0.038 263 2090 29 2479 2098 3 o
64-64,999 0.038 14 82 3388 44 27 3 73
65-65999 0012 2217 2860 2848 2198 2748 4 ™
68-88,999 0.023 2342 2015 19 258 ;7 4 a4
67-67,999 0.038 235 3066 3061 288 2963 3 5
58-68.99%9  0.012 1060 2580 %7 1728 2382 8 141
69-80,999 0.012 2179 3382 3382 2124 3268 3 S5
70-70,998 0.05 1826 2190 2198 1594 2188 2 32
71-71,999 0.027 2208 2275 2608 amnmz 73 4 8
72-72,999 0.018 2404 3496 3600 2232 3399 3 72
73-73.999  0.023 2108 2634 254 2067 2076 2 4
74-74,999 0.019 2489 3504 B3 421 341 3 -]
T8-75,999  0.004 2475 4189 “eo 2427 4080 2 ]
76=76.999 0.019 2588 W3 3037 2487 2019 4 101
7777999 0.004 3017 3891 3708 2840 3488 ] 7
768-78,999 0.008 1089 129 1301 1000 1194 9 %
79~-79,999 0.004 768 4211 4219 87 3908 8 208
80-80,999 0.012 2380 T 728 2264 588 4 98
91-81,909 0015 2819 4243 4245 0 124 3 a8
s2-829%  0.012 2309 2378 3378 282 3312 2 ]
83-03,999 0.000 ] 0 [} ] ) ) ]
84-84,999 0.000 ] 0 ) ] ] L] Q
95-95999  0.004 2624 xz 222 %72 2004 2 s2
96-96,999 0.000 ] ] ] (] ) [} 0
87-87.99% 0.004 70 12 2 2087 3541 2 s3
08-88.909  0.004 420 w977 w977 8 ) 2 %
89-89,999 0.008 2819 354 554 N3 3434 4 108
90-90,999 0.004 509 4300 4300 3440 418 2 L)
91-91,999 0.000 [} [} 0 ] 0 ] ¢
9292999 - 0.004 2623 3280 3280 =72 216 2 51
$3-83,000 0.000 o ) [} 0 ] ) ]
94-34.998 0004 3498 28 4828 27 412 2 )
95-965,990 0.000 ] 1] [} 0 [} 0 [}
96-96,999 0.004 4599 %089 6089 4420 5852 [} 179
97-97,999 0,004 37rrs 5068 5058 3701 4957 ) T4
$8-90,999 0.000 0 ¢ [} [} [} [} [}
99-09,999 0.000 ] ] ] ] [} [} [}
1001009  0.035 fal -] 2965 2% 209 2862 EH 18
AVERAGE 100 $587 $620 $837 $471 $531 4 $62

ORIGINAL

- MONTHLY

BENEFIT'S
»
INCREASE

ORIGINAL.
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RETIREES' BENEFITS BY:

RETIREMENT FORMULA PERCENTAGE MULTIPLIER
TABLES
TOTAL RETIREES COUNTED = 29,088
CLASS OF WMULT. % MLT. %OF  ***= AVERAGE MONTHLY BENEFIT AMOUNT= =  * * ORIGINAL ~ ORIGINAL : ESTIMATED AVERAGE
PERCENTAGE PAST FUTURE TOTAL CURRENT NORMAL- NORMAL- ORIGINAL NORMAL-  MONTHLY  MONTHLY TOTAL ADJUSTED
MULTIPLIER SERVICE SERVICE WICOLAS BENEFIT'S  BENEFT NTAL MONTHLY
(Before  {Alter ORIGINAL CURRENT ORIGINAL " DOLLAR MONTHLY BENEFTT
men  uen WICOLAS  W/COLAS INCREASE  INCREASE CosTT0 wiTH
BRING THE 2%
BENEFITS (wthah
urTO peiog
THE 2% coLA's)
After 10/1/71 Before 7/1/75 1.28 1.50 8.897 $347 $363 $372 $158 $169 120 $189 : $214,903 $460
After 7/1/75 Before 7/1/78 1.25 2.00 11.668 368 388 398 218 233 71 153 168,830 428
After 7/1/78 Before 7/1/85 1.50 2.00 45.338 566 621 631 460 513 23 108 534,270 606
After 7/1/85 2.00 2.00 24.557 733 842 842 714 821 3 19 [ 733
SYSTEM: FIELD=PLAN> N/A N/A 6.233 205 2056 221 85 92 141 120 0 205
SYSTEM: PTYPENOT 3,4 N/A N/A 0.489 383 439 453 373 426 3 10 0 383
SYSTEM: DOR<10/1/71 N/A  N/A 4818 330 348 348 118 122 184 214 -0 330
AVERAGE 100 $534 $501 $508 $433  $487 23 $101 $567
Appendix 10 - 7
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RETIREES’ BENEFITS BY:
RETIREMENT PLAN OPTION
TABLE &
TOTAL RETIREES COUNTED = 2,085
PLAN %OF " *AVERAGE MONTHLY BENEFIT AMOUNT® * = * = ORIGINAL  ORIGINAL
OPTION TOTAL CURRENT NORMAL- NORMAL- ORGINAL NORMAL-  MONTHLY  MONTHLY
WICOLAS ZED ZED BENEFI'S  BENEFIT'S
ORIGINAL  CURRENT ORIGINAL " DOLLAR
WICOLAS  WICOLAS INCREASE  INCREASE
PLAN: 61 22.833 $555 $556 $555 $472 $472 18 $83
PLAN: 62 11.898 538 574 578 440 474 22 98
PLAN: 63 20.475 508 560 569 383 442 29 116
PLAN: 84 12.480 522 853 870 438 563 18 84
PLAN: 856 3.848 809 974 886 708 867 14 100
PLAN: 68 4.760 818 955 966 723 864 13 96
PLAN: 67 3.851 729 889 901 710 875 3 19
PLAN: 82 0.103 485 455 488 386 388 18 69
PLAN: 83 0.182 362 3683 362 265 285 37 97
PLAN: 84 0.079 482 482 482 472 472 2 10
PLAN: 88 0.045 502 504 502 329 328 53 173
PLAN: 86 0.056 420 420 420 256 258 84 184
PLAN: 87 0.024 294 294 204 270 270 9 24
PLAN: 92 0.021 419 458 4056 440 3 14
PLAN: 83 0.344 402 437 448 304 337 B 88
PLAN: 84 0.626 345 402 426 200 259 85 138
PLAN: 86 0.134 387 441 457 234 280 85 153
PLAN: 98 0.148 309 338 349 177 201 75 132
PLAN: 97 0.058 250 315 315 242 304 3 ) 8
SYSTEM: 10 2.838 219 217 219 72 72 204 147
SYSTEM:20 1.883 208 302 310 102 106 192 196
SYSTEM: 30 2.829 265 272 288 88 95 201 177
SYSTEM: 40 0.502 248 260 285 89 104 178 167
SYSTEM: 42 0.288 198 217 228 52 60 281 146
SYSTEM: 43 0.210 1956 254 337 52 89 275 143
SYSTEM: 51 0.003 179 180 179 73 73 145 108
SYSTEM: 52 0.014 247 255 247 108 108 129 139
SYSTEM: 63 0.048 274 277 274 a7 97 182 177
SYSTEM: 58 0.007 758 768 758 227 227 234 531
SYSTEM:70 0.014 178 177 176 50 50 252 128
SYSTEM:71 003 228 226 228 80 90 153 138
AVERAGE 100 $534 $501 $508 $433  $487 23 $101
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RETIREES’ BENEFITS BY:
YEARS OF SERVICE AND SALARY UNDER $12,000

{Page 1 of 2)
TABLE 7 - UNOER $12.000 FAS
TOTAL RETIREES COUNTED = 10,048 (Excludes System retirees)
YEARS WOF  °°°° “AVERAGE MONTHLY BENEFIT AMOUNT® * = = = ORIGINAL  ORIGINAL
Of TOTAL CURRENT NORMAL- NORMAL- ORIGINAL NORMAL-  MONTHLY MONTHLY
SERAVICE WICOLAS ZED BENEFI’S  BENEFTS
ORIGINAL. CURRENT ORIGINAL % DOLLAR
WICOLAS WICOLAS INCREASE ' INCREASE
2 0.328 98 90 $103 -3 7 280 $70
3 0.788 m 114 21 32 s 47 7%
4 1.088 131 138 144 Y] 45 220 %0
5 4.599 134 140 149 56 61 139 78
L] 6.042 146 154 163 85 T 128 1]
7 5.823 163 172 181 76 a4 114 ar
8 5.368 174 183 192 es 94 108 89
9 $.338 195 208 216 98 108 » 97
10 5.654 207 218 25 114 124 a2 <]
1 5.842 21 233 240 19 129 [ 3 102
12 5,525 234 248 83 134 148 i 100
13 5.326 48 =57 263 143 153 T2 103
14 5.017 268 280 286 182 175 64 104
15 4.837 282 296 302 168 178 70 118
16 4.280 301 n7 324 178 192 [ 23
17 3.882 37 333 341 193 207 o4 124
18 3.474 329 S 1 197 210 (.74 132
19 3.016 48 w4 i 210 24 &8 138
2 3.404 82 373 8 213 231 & 138
21 2867 361 384 994 218 237 L] 143
2 2319 s 397 406 22 45 o 149
2 2061 408 9 47 =2 209 157
24 1.563 407 428 436 250 268 [ 157
2 1.523 “8 437 4“8 240 7 ” 178
26 1.404 449 an 430 274 22 [ 178
x 0.946 439 462 o 273 F ] 166
8 Q.858 465 490 500 8 304 o4 182
2 0.768 465 L) 502 200 310 1] 77
30 0.776 407 50 813 285 310 [ ] 182
1 0.528 497 52 531 308 a8 1] 189
a2 0.468 510 S44 54 a 349 59 189
33 0.478 533 584 574 338 362 58 197
34 0.488 527. 558 587 319 344 [ 208
1 0.288 588 590 599 33t 359 [ ] 24
38 0.378 502 652 584 300 237 &7 202
k1 g 0.259 658 674 680 418 430 8 242
] 0.238 624 657 658 M9 n 79 s
39 0.328 €50 a 894 374 399 74 278
40 0.279 654 76 898 384 /2 80 20
M 0.239 662 691 703 380 383 84 02
42 0.259 "3 688 96 are a9 g 290
43 0.289 700 728 742 389 412 80 3
44 0.189 654 714 730 e 388 a8 24
45 0.100 eas 712 T20 383 374 N 0
46 0.070 700 T2 733 398 418 ” 304
47 0.090 708 739 764 370 404 n 338
48 0.010 €80 738 58 0 38 100 340
49 0.010 781 49 867 3re “u7 108 408
50 %00 e -] 549 ik} o 4 154
AVERAGE 100 $276 $200 $298 $167 $170 78 $119
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RETIREES'’ BENEFITS BY:
YEARS OF SERVICE AND SALARY OVER $12,000

{Page 2 of 2)
TABLE 7 - OVER $12,000 FAS
TOTAL RETIREES COUNTED = 15947 (Excludes System retirees)
YEARS WOF  **** “AVERAGE MONTHLY BENEFTT AMOUNT=**** ORIGINAL  ORIGINAL
OF TOTAL CURRENT NORMAL- NOAMAL- ORIGINAL NORMAL-  MONTHLY  MONTHLY
SERVICE WICOLAS B8ENEFT'S  BENEFT'S
ORIQINAL CURRENT ORIGINAL % DOLLAR
W/ICOLAS  W/ICOLAS INCREASE INCREASE
1 0.073 1e 13 121 30 a3 267 $90
2 0.113 169 182 108 % 106 by 74
3 0219 203 280 9 173 148 o 80
4 0.238 170 18 188 13 128 50 57
s 1,380 178 204 210 138 163 2 “
s 2019 204 20 26 162 187 2 42
7 2.198 227 54 261 188 211 2 42
8 2248 260 204 30t 23 26 E) 4
? 2383 288 aze 234 28 m = 5
10 3.938 338 39 74 284 31s 18 52
1" 3.644 374 410 418 k3] s 18 8
12 3.562 401 “M 448 U5 k-] 18 56
13 28138 440 42 “@7 an “r 17 )
14 4.028 487 53 839 423 487 15 4
15 4.390 S8 570 L1744 450 499 18 [
18 4126 7 &3 500 550 14 n
17 4128 808 67 072 530 586 15 8
18 4210 [ 700 708 s83 a6 15 82
19 4.298 .74 bl 749 590 82 4 as
0 4.910 na 708 e < 624 s 14 88
21 4.314 7 833 840 [ ] 74 13 s
2 2.831 804 87 896 7o ™ 13 o
23 3.588 844 s 924 748 e19 13 96
¢ 123 901 m 90 004 890 12 97
- 3.668 978 1087 1094 880 087 " ]
28 3.387 1038 1154 1182 1062 10 97
o 3.048 1124 120 1301 1026 187 10 %8
-] o 1185 1307 118 1083 1200 10 102
2 790 1278 1492 1500 1188 1392 9 | <)
30 2.502 1331 1881 1588 1232 1474 [} 90
3 1.956 1649 1749 17857 1354 1646 7 o
32 1.806 1408 1685 169 1308 157% 8 102
3 1.543 1483 174 1749 1387 1629 8 108
34 1.198 1458 1880 1667 1347 1543 8 m
B 1.003 1600 1861 18%8 1490 1733 7 110
k] 0.698 1877 1708 1793 1462 1868 8 115
7 0.589 1426 1873 1880 130t 1444 10 125
38 0.502 1417 1549 1858 1259 1306 13 158
8 0.301 13an 1487 1496 183 1303 18 17
40 0.332 1408 1527 1837 12 1341 15 180
41 0.182 1197 1282 1294 1009 1087 19 188
42 0.132 1278 1381 1369 10389 114 2 29
9 0.119 1207 1389 1363 1093 1147 19 204
44 0.069 1248 1307 1318 979 1029 27 207
45 0.019 1259 1378 1380 w7 107 26 262
48 0.019 1142 1168 1169 60 970 20 192
47 0.019 oa7 1028 1034 a5 58 62
48 0.008 1032 1089 1084 m 801 33 55
50 9.008 nas nss 138 250 by it} 1%
AVERAGE 100 $751 $843 $850 $669 $758 12 $81
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RETIREES’ BENEFITS BY:

YEAR OF RETIREMENT
TABLE®
TOTAL RETIREES COUNTED = 29,055
YEAR W%OF **** “AVERAGE MONTHLY BENEFIT AMOUNT® = = =
TOTAL CURRENT NORMAL- NORMAL- ORIGINAL NORMAL-
WICOLAS ZED ZED ZED
ORIGINAL, CURRENT * ORIGINAL
WICOLAS WICOLAS
1933 0.003 $206 $223 $208 $49 $49
1938 0.003 920 820 920 277 277
1848 0.003 442 614 891 107 168
1947 0.003 57 571 571 150 180
1948 0.007 274 208 274 71 71
1848 0.010 553 946 1105 143 288
1981 0.003 838 964 1078 172 292
18562 0.007 758 848 875 215 248
1863 0.010 377 773 1198 93 288
1984 0.010 506 5562 558 141 15686
1966 0.014 439 452 445 122 124
1967 0.014 321 335 327 84 85
1958 0.014 408 418 408 118 118
1969 0.034 541 583 570 1684 172
1960 0.045 403 421 418 122 1286
1961 0.100 415 420 437 122 127
1962 0.148 303 319 328 84 20
1963 0.188 272 272 289 71 74
1964 0.251 322 338 344 968 102
1865 0.344 289 298 304 86 80
1868 0.437 311 317 327 97 102
1987 0.854 272 282 285 84 88
1968 0.723 288 286 298 95 98
1969 0.964 276 281 288 80 94
1970 1.108 280 266 278 85 91
1871 1.578 324 332 343 125 132
1872 2.185 332 343 352 135 143
1973 2.581 313 329 340 130 140
1974 2.478 337 352 366 162 175
1975 3.394 348 363 372 189 202
1978 4,233 368 3856 385 210 226
1977 4.419 360 380 390 214 231
1978 4.313 420 444 484 272 283
1879 4.484 453 480 489 313 337
1980 4.774 452 482 492 326 356
1881 6.188 471 508 520 353 389
1982 7.988 489 535 549 374 418
1683 16.872 734 820 828 645 728
1984 3,187 321 362 387 278 317
1885 5.242 §02 588 570 479 543
1988 6.877 842 741 741 822 718
1987 7.489 772 889 889 757 872
1988 7082 842 966 965 825 948
AVERAGE 100 $534  $591 $568 $433  $487

ORIGINAL

320
232
313
281
286
287
270
253
305
250
260
282
248
230
230
240
261

NN W

8

ORIGINAL
MONTHLY
BENEFIT'S

$157

421
203
410

284

317
237
280
377
281

219
201

203
214
188
183
188
175
198
197
183
175
189
166
148
148
140
128
118
118

89

23
20
15
17

$101
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TABLE 9

RETIREES’ BENEFITS BY:

PERCENT OF RETIREE PAYROLL ELIGIBLE FOR

POST RETIREMENT BENEFIT ENHANCEMENT

(Identifies when they will reach what age and be retired n years)

(Page 1 of 2)

TOTAL RETIREES COUNTED = 29,085

1

...NUMBER OF YEARS RETIRED.
0 1 2 3 4 5 6 7 8 9%+

0  1.0000 08858 07777 06981  0.6494 05117 04007 03272 02730  0.2329

1 09998 08854 07777 06080 06493 05116 04007 03272 0270  0.2329
2 09099 08084 07777 06960 06483 05116 04007 03272 0.2730 0.2329
3 09000 0.06884 07777 06980 06483 05118 04007 0.3272 02730  0.2329
4 09996 08853 0.7775  0.6979 08492 05115 040068 03271 0.2729 0.2328
S 09998 08852 07775 0.6978 0.6491 0S11S 04008 03271 02729  0.2328
6 09997 08852 OJTTE 06978 0.6491 05114 04006 03271 02729  0.2328
7 09997 08882 07775 06978 08401 05114 04006 03271 02729  0.2328
9 09997 08862 07775 06978  0.6491  0.5114  0.4008 03271 02729  0.2328
9 09997 08852 07778 06978  0.8491 05114 04008 03271  0.2729  0.2328
10 0.9097 08852 0.7774  0.6977 0.5491 05114 04008 03271 02728  0.2328
11 09997 08081 O.7774  0.6977 06490 05114 04006 0.3270 0.2728  0.2327
12 09996 09851 07774 08677 0.6490 05113 04005 03270 0.2728  0.2327
13 09996 08851 0.7774 06977 0.8480 05113 04006 03270 02728  0.2327
14 09996 08851 07774 06877 0.6490 OS5113 04006 03270 0.2728  0.2327
1S 09996 08881 0.7773 06977 - 08490 05113 04006 03270 0.2728  0.2327
16 09996 08950 07773 0.6076 06489 05113 04004 . 0.3269 0.2727  0.2326
17 09986 08880 07778 06976 0.6480 05113 04004 03269 02727  0.2326
19 0.9996 008860 07773 0.6076 06480 05113 04004 0.3200 02727  0.2326
19 0.9096 08850 07773  0.6976 06480 05113  0.4004 03260 02727 0228
20 09996 06050 07773 0.6976 06480 = 05113 04004 03269 0.2727  0.232¢
2t 09996 08850 07773 06876 0.6489 05113 04004 03269 02727  0.2328
2 09996 08050 07773 06976 0.6489 05113  0.4004 03260 02727  0.2326
23 09996 08850 07773 0.6976  0.6489 05113 04004 03269 0.2727  0.2326
24 09996 08880 0.7773  0.6976 0.86489 05113 04004 03269 02727  0.2328
25 09996 08850 07773 0.6976  0.6489 05113 04004 03269 02727  0.2326
26 09096 08080 07773  0.6976 06489 05113 04004 = 03260 02727  0.2326
27 09996 08850 O0.7T73 06976 0.6409 05113  0.4004 0.32690 02727  0.2326
28 09996 0.8850 07773 08976 08489 05112  0.4004 0.3269 02727  0.2326
20 09996 0.8850 07773 06976 0.6489 05112 04004 03289 02727  0.2328
30 09998 08850 07773 06976 0.6489 05112 04004 03260 02727  0.2326
3. 09996 0.8860 07773 06076 0.6489 05112 04004 0.3269 02727  0.2326
32 09996 0.8850 07773 06976 06489 05112  0.4004 03269 02727  0.2328
33 0.9995 08850 07773 06976 06480 05112 04004 0.3260 02727  0.2326
34 09995 08850 07773 0.6976 0.6489 05112  0.400¢ 03289 02727  0.2326
35 0.9998 00850 07773  0.6876 0.6489 05112  0.4004 03260 0.2727  0.2326
38 09995 08950 07773 06976  0.6489 05112 04004 0.3269  0.2727  0.2328
37 0.9995 08880 07773 08976  0.8489 0.5112  0.4004 03289 02727 0.2326
38 09095 08880 07772 06978 0.6489 05112 04004 03260 02727 0.2326
9 05008 0.8649 07772 08975  0.6489 05112 04003 03288  0.2727  0.2328
40 0.9095 0.8840 07772 06975 0.6488 05112 04003 03268  0.2727  0.2326
41 09998  0.8849 0.7772 06975 0.6488 05112 04003 03288  0.2727  0.2326
42 05906  0.8049 - 07772 0875  0.6488 05112 04003 0.3268 0.2727  0.2326
43 09994 08849 07772 06975 06400 05112  0.4003 0.3268  0.2727  0.2328
4 00004 06849 07772 08878  0.6488 05112 0.4003 03268 0.2727  0.2326
45 09993 08848 0.7772 06075  0.6488 05112 04003 03268  0.2727  0.2326
46 09993 08840 07772  0.8975  0.6480 05112  0.4003 0.3288  0.2727  0.2326
47 09902 09848 07772 06078 0.6488 05112 04003 0.3268  0.2727  0.2326
48 09902 08848 07772 0.6975 08480 05111 - 0.4003 - 0.3268 02726  0.232%
49 09992 08848 07772  0.6975  0.6480 05111 04003 0.3268  0.2726 . 0.2325
50 09992 0.8048 07771 0.6975  0.6480 05111 04003 0.3260 0.2726  0.2325
51 0.9960 08847 07771 . 0.6974  0.6480 05111  0.4003 03268 0.2726  0.2325
52 09982 0.8844 O.77TT 08974 08480 05111 04003 . 03268 0.2726 = 0.2325
53 09970 0.8835 07768 0.8974 0.6487 . 05111 04003 03268 0.2726  0.2328
5¢ 09946 0. 0.7760  0.6972 06487 05111 04003 0.3268  0.2726  0.2325
S5 0.9910 08812 07754 0.5968  0.6486 05111 04002 - 0.3268 0.2726  0.2325
56 09632 06780 07738 08850 06480 05100 04002 03268 0.2726  0.2325
57 09718 08724 - 07712  0.8843 © 064889 05102 04000 0.3267 02726  0.232%
8 09530 O, 0.7667  0.6023  0.645¢ 05096 0.3098  0.3268  0.2726  0.2325
S8 05330 0.8401 0.7596  0.6884 0.6430 0.5083 03992 0.3264 02725  0.2325
60  0.9063 08313 07488 06818 0.6385 05066 0.3063 03262 02725  0.2325
6t 08696 08057 0.7325 0.6711  0.86206 - 0.5028 0.3972 03287 02722  0.2324
62 08304 07758  0.7132  0.6589 0.6162 0.4976 - 0.3964  0.3261 02720 0.2322
63 07762 0.7300  0.6872 0.6331 06032 0403 03920 03244 0.2718  0.232)
64 07225 06940 06578 06150  0.5844 04807 03096 03233 0.2714  0.2318
85 oee0n 0635 06107 0.5833 05554 04675 03854 03218 02708  0.2314
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RETIREES' BENEFITS BY:

PERCENT OF RETIREE PAYROLL ELIGIBLE FOR

POST RETIREMENT BENEFIT ENHANCEMENT

(Identifies when they will reach what age and be retired n years)

(Page 2 of 2)

TABLE 9
TOTAL RETIREES COUNTED =

29,085

......NUMBER OF YEARS RETIRED

0 1 2 3 4 5 6 7 8 9+
[ 3 0.5954 0.5800 0.5604 0.5407 0.5226 0.4494 0.3789 0.3192 0.2606 0.2308
o7 0.5290 0.519¢ 0.5089 0.4939 0.4811 0.4290 0.3680 0.3169 0.2085 0.2300
[ 0.4632 0.4569 0.4526 0.4448 0.4337 0.2958 0.3550 0.3112 0.2674 0.2292
9 0.4048 Q.4018 0.2960 0.2934 0.2878 0.3584 0.3322 0.3046 0.2639 0.2282
70 0.3565 0.3548 0.3820 0.3480 0.2483 0.3280 0.2074 0.2874 0.2%97 0.2258
n 0.3098 0.3008 0.3070 0.3048 0.3020 0.2918 0.2608 0.2639 0.2439 0.2216
T2 0.2688 0.2681 0.267% 0.26568 0.2839 0.2589 0.2498 0.2409 9.22% 0.2089
73 0.229¢ 0.2294 0.2e91 0.2207 0.227% 0.2231 0.21081 0.2137 0.2063 0.1931
74 0.1873 0.1973 0.1971 0.1969 0.1967 0.1936 0.1804 0.1678 0.1648 0.1782
] 0.1658 0.1658 01687 0.1658 0.1654 0.1647 0.1627 0.1610 0.1583 0.1570
76 0.1402 0.1402 0.1401 0.1400 0.1399 0.1397 0.1391 0.1383 0.1370 0.1360
” 0.1185 0.1188 0.1188 0.1184 0.1183 0.1182 0.1178 0.1176 0.1168 0.1169
78 0.1003 0.1002 0.1002 0.1001 0.100% 0.0999 0.0997 0.0996 0.0892 0.0985
% 0.0830 0.0830 0.0830 0.0629 0.0829 0.0827 0.0825 0.082% 0.0822 0.0819
80 0.0688 0.0688 0.0688 0.0684 0.0684 0.0683 0.0882 0.0681 0.0680 0.0678
8 0.0557 0.0857 0.0556 0.0558 0.0556 0.0558% 0.0554 0.0853 0.0653 0.0551
a2 0.0440 0.0440 0.0440 0.0440 0.0440 0.0439 0.0438 0.0438 0.0438 0.0436
83 0.0348 0.0346 0.034¢ 0.0346 0.0348 0.0348 0.0344 0.0344 0.0344 0.0343
84 0.0274 0.0274 0.0274 0.0273 0.0273 0.0273 0.0272 0.0272  0.0272 0.0271
] 0.0214 0.0214 0.0214 0.0214 0.0214 0.0214 0.0213 0.0213 © 0.0213 g.on2
a8 0.0183 0.0163 0.0183 0.0163 9.0163 0.0163 0.0162 0.0182 0.0v62 0.0161
87 0.0128 0.0128 0.0125 0.012% 0.0125 0.0128 0.0128 0.0128 0.0128 0.0124
88 0.0008 0.0098 0.0098 0.0098 0.0090 0.0098 0.0008 0.0098 0.0098 0.0097
89 0.0078 0.0078 0.0078 0.0078 0.0078 0.0078 0.0078 0.0078 0.0078 0.0077
0 0.0063 0.0063 0.0063 0.0083 0.00863 0.0063 0.0062 0.0062 0.0062 0.0062
" 0.0047 0.0047 0.0047 0.0047 0.0047 0.0047 0.0047 0.0047 0.0047 0.0047
92 0.0034 0.0034 0.0034 0.0034 0.00%4 0.00%4 0.0034 0.0034 0.0034 0.0034
8 0.0022 0.0022 0.0022 0.0022 0.0022 0.0022 0.0022 0.0022 0.0022 0.0022
o 0.0016 0.001¢ 0.0018 0.0018 0.0018 0.0018 0.0018 0.0018 0.0018 0.0015
% 0.0010 0.0010 0.0010 0.0010 0.0010 0.0010 0.0010 0.0010 0.0010 0.0009
] 0.0007 0.0007 0.0007 0.0007 0.0007 0.0007 0.0007 0.0007 0.0007 0.0008
97 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004
9 0.0002 0.0002 0.0002 0.0002 0.0002 0.0002 0.0002 0.0002  0.0002 0.0001
% 0.0001 0.0001 0.0001 0.0001 0.0001 0.0001 0.0001 0.000% 0.0007 0.0001
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RETIREES' BENEFITS BY:
YEAR ELIGIBLE FOR

POST RETIREMENT BENEFIT ENHANCEMENT
(Identifies when they will reach age 65 and be retired 3 years)

4

TABLE 10
TOTAL RETIREES COUNTED = 29,088
YEAR WOF “** " "AVERAGE MONTHLY BENEFIT AMOUNT™ * * * * ORIGINAL  ORIGINAL
TOTAL CURRENT NORMAL- NORMAL- ORIGINAL NORMAL-  MONTHLY  MONTHLY
WICOLAS 2ED ZED RED BENEAT'S  BENEFI'S
ORIGINAL CURRENT ORIGINAL “ DOLLAR
WICOLAS  WICOLAS INCREASE  INCREASE
1980 82.086 $484  $518 §626  $3e9  $401 kal $116
1991 6.584 718 796 800 688 764 4 30
1992 2.819 799 928 939 761 878 8 48
1983 2,378 820 980 992 775 9830 8 45
1984 1.636 833 1023 1034 794 980 -] 39
1985 1.394 788 1000 1010 753 960 5 35
1986 1.077 892 1188 1201 860 1149 4 32
1987 0.740 782 1101 1116 761 1063 4 31
1888 0.516 798 1177 1189 767 1139 4 29
1889 0.303 570 862 864 586 840 3 15
2000 0.217 562 910 9820 545 884 3 17
2001 0.185 306 898 899 388 881 3 10
2002 0.100 306 5§74 574 206 559 3 10
2003 0.082 307 443 443 204 427 4 13
2004 0.007 308 308 308 208 298 4 12
2008 - 0.003 158 168 158 50 50 218 108
2007 0.010 207 207 207 198 168 5 9
2008 0.003 96 96 96 82 82 17 14
2009 0.007 663 663 863 850 850 2 13
2011 0.003 1489 1499 1489 1470 1470 2 29
2015 0.003 755 758 785 392 392 a3 383
2018 0.003 234 234 234 127 127 84 107
2028 0.007 283 289 283 164 184 73 118
. 2037 0.003 178 178 178 48 48 271 130
2038 0.003 547 547 547 285 265 108 282
2038 0.003 314 314 314 202 202 58 112
2042 0.007 373 373 373 231 231 61 142
2043 0.007 228 228 228 108 108 113 120
2044 0.003 492 492 492 330 330 49 162
2046 0.003 116 1186 116 18 18 839 97
2048 0.007 568 5668 5668 316 318 79 250
2050 0.007 908 1006 1011 §73 6687 58 335
2052 0.007 223 249 238 56 59 298 167
2053 0.003 878 819 831 589 734 13 79
2084 0010 589 801  S97 327 320 o 282
AVERAGE 100  $534  $891 $688 $433  $487 23 $101
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POST-RETIREMENT BENEFIT ENHANCEMENT DEDICATED TRUST FUND
FUNDING PROJECTION # 1
(Inciudes the calculation of the PRBE at 65 and retired 3 years rule,
which is 58.33% of the Retiree Payroll doliars.)

Table 11~1 - Page 1 of 2

YEAR PRINCIPAL  INCOME GROSS ACTUARIAL ACTUARIAL TARGET **"PRBE PAYMENTS*"* RETIREE  RETIREE
Start RETURN INCOME LIABLITY GSURPLUS = PRBE CURRENT CURRENT PAYROLL  PAYROLL
of Year RATE Yous PAST Year INCREASE YEAR's COSTOF  WITHOUT  INCREASE
{in SM End PRBE's End AATE PRBE PAST PABE RATE

Start PRBE's Year-start

of Year Pd-Yr-End
START: $400 as%  $3¢ $0.0000 $434 1.0 0 $0 $300 6.8%
1992 434 a.5% 37 0.0000 n 1.00 2 ° 320 8.6%
1993 460 2.5% 40 15.6139 493 1.0% 2 2 42 s.o%
1994 508 as% “a 21.7200 518 1.0% 2 . 2es 6.8%
1988 s42 a.5% 4 48.3344 540 1.0% 2 & 390 6.6%
1996 580 8.5% 49 €5.4758 584 1.0% 2 ] a7 6.8%
1997 819 a.5% 53 83.1656 568 1.0 3 10 445 6.8%
1998 59 8.5% 58 101.4286 613 1.0% 3 12 478 6.8%
1989 ™ a.5% 89 1202938 839 1.0% 3 18 508 6.6%
2000 741 5% [ 139.7938 664 1.0% 3 18 s42 6.8%
2001 783 5% 67  150.9665 690 1.0% ] 20 579 6.6%
2002 826 as% 70 180.8656 ns 1.0% 4 3 619 6.0%
2003 269 8.5% 74 202.5083 741 1.0% 4 26 (1] 6.6%
2004 913 a.5% 78 22496820 786 1.0% 4 2 706 8.8%
2005 958 8.5% ] 248.3347 791 1.0% 5 22 754 8.0%
2006 1002 8.5% 85 2726356 815 1.0% s £ 808 6.8%
2007 1047 8.5% 80  297.9613 838 1.0% 5 3 860 6.8%
2008 1091 a.5% 98 324.397M ) 1.0% (] a s 5.0%
2009 136 5% 96 3520388 879 1.0% s 7 960 5.0%
20t0 178 8.5% 100  380.9914 e98 1.0% s st 1047 6.0%
201 1221 85% 104 411.3725 913 1.0% 7 s 1118 6.0%
2012 1262 85% 107 443.3089 926 1.0% ? 0 1194 6.0%
2013 1302 5% 1 476.9430 %38 1.0% [ 3 1276 6.0%
2014 1340 8.5% 114 5124226 942 1.0 8 70 1362 6.0%
2015 1376 85% 117 549.9118 943 1.0% ? s 1458 8.8%
2016 1409 8.5% 120  589.5887 %39 1.0% 10 a1 1554 8.6%
2017 1438 e5% 12 631.6306 1.0% 10 a7 1659 6.0%
2018 1463 0.5% 124 676.2447 92 1.0% 1" [ 1772 6.0%
2019 1484 a5% 128 723.6382 888 1.0% 12 100 1693 6.0%
2020 1499 ase 127 774.0%38 o82 1.0% 12 107 2022 6.0%
2021 1507 8.5% 128 627.667% 807 1.0% 13 114 2159 8.6%
2022 1507 85% 128 684.7885 7 1.0% 14 122 2308 5.8%
2023 1498 5% 127 945.8590 ot 1.0% 15 121 2483 6.6%
2024 1481 85% 126 1010.5582 596 1.0% 18 140 2630 6.0%
2028 1481 a.5% 123 1079.7800 494 1.0% 17 149 2809 6.6%
2026 1407 as% 120 1153.6319 ar 1.0% 18 160 3000 6.0%
2027 1349 85% 115 12324433 1 1.0% 20 17 2204 6.8%
2028 1273 8.5% 108 1316.6620 86 1.0% 7 182 U2 8.8%
2029 1192 BS% 101 1292.8672 0 1.0% [ 181 3655 6.8%
2030 1 5% 94 12055309 0 1.0% [ 173 3903 6.8%
2001 1033 8.5% 80 1120.7426 [ 1.0% o 164 4168 6.8%

SUB-TOTALS $288 $2,902 $61,057

Appendix 10 - 15



POST-RETIREMENT BENEFIT ENHANCEMENT DEDICATED TRUST FUND
FUNDING PROJECTION # 1
(Includes the calculation of the PRBE at 65 and retired 3 years rule,
which is 58.33% of the Retiree Payroll doliars.)
Table 11-1 - Page 2 of 2
YEAR PRINCIPAL INCOME GROSS ACTUARIAL ACTUARIAL TARGET ***PRBE PAYMENTS*** RETIREE RETIREE
Start RETURN INCOME UABLITY SURPLUS PRBE CURRENT CURRENT PAYROLL PAYROLL
of Year RATE Year PAST Yeas INCREASE YEAR's COST OF WITHOUT INCREABE
{in SMI) End PRBE’s End RATE PREE PAST PRBE RATE
Start PRBEs Yeas—etast
of Year Pd-Yr-End
' 2032 956 8.5% a 1037.5282 [] 1.0% [} 158 4452 8.0%
2033 882 9.5% 75 956.5478 [] 1.0% ] 147 4788 5.8%
2034 809 8.5% 9 878.0406 0 1.0% ] 139 5078 6.6%
2035 739 8.5% 63 0802.2411 [} 1.0% 0 130 5423 6.8%
1 2038 s72 B8.5% 57 729.3688 [} 1.0% [} 121 5792 6.8%
037 608 8.5% 52 659.6207 [} 1.0% 0 113 6186 6.8%
2038 547 2.5% 48 583.2094 L] 1.0% ] 104 6608 6.8%
2039 489 8.5% 42 530.284 [-] 1.0% 0 9 7058 6.8%
2040 424 8.5% 7 471.0048 Q 1.0% Q - ] 7538 8.0%
2041 38 .59 3 415.5069 0 1.0% ] 80 8048 8.8%
i 2042 338 8.5% 2 363.8948 [ 1.0% ° 72 0596 8.0%
2043 29 09.5% 38.2472 0 1.0% [ [ 9180 8.8%
2044 251 8.5% 2 272.6033 0 1.0% ] 58 9804 6.6%
2045 28 8.5% 18 232.9606 0 1.0% Q 51 10471 5.0%
X 2048 162 a.5% 15 197.2718 0 1.0% 0 45 118’ 6.0%
2047 152 0.5% 13 166.4444 ] 1.0% [} 39 11943 6.09%
2048 127 8.54 11 137.3431 [} 1.0% [} 3 12758 6.0%
2049 104 9.5% 9 112.7544 [} 1.0% [} 2 138622 6.0%
. 2050 84 9.5% 7 91.5008 [} 1.0 0 24 14549 8.0%
2051 ] 2.5% [] 73.4914 [} 1.0% o 20 15538 6.8%
1 2052 54 2.5% L] 50.2327 [] 1.0% 0 18 16508 S8%
2083 42 8.5% 4 45,5366 [} 1.0 0 13 177 8.6%
2084 a2 0.5% 3 ¥éB.1213 [ 1.0% 0 " 18928 6.0%
. 2085 3 .5% 2 20,7070 [} 1.0% [] [] 20215 6.0%
2056 18 9.5% 2 20.0183 o 1.0% 0 [] 21580 5.8%
2087 14 a.5% ] 14.7004 [} 1.0% 0 5 23058 8.8%
2058 10 8.5% 1 10.7702 ] 1.0% Q 4 24826 6.6%
2089 7 8.5% 1 .73 [} 1.0% ] 3 26301 S.8%
2080 5 8.5% 9 5.4734 ) 1.0% ] 2 280689 8.8%
! 2081 4 8.5% 0 3.8200 0 1.08 [} 1 2099 6.8%
2062 2 8.5% [} 2620 [} 1.0% 0 1 32039 6.9%
2083 2 2.5% ] 1.7818 ] 1.0M [} 1 34218 6.8%
2064 1 9.5% ] 1.1892 [} 1.0% 1) Q 5545 6.8%
2068 1 8.5% 0o 0.7800 0 1.0% [} [} 39030 S.0%
2088 1] 8.5% 0 0.5013 0 1.0% ] 1) 41684 6.6%
2087 ] 8.5% 0 0.3141 ] 1.0% ° [} 44518 8.0%
2068 [} 0.5% 0 0.1903 ] 1.0% 0 ] 47545 6.8%
: 2089 0 8.5% 0 0.1100 [} 1.0% ] ) 50778 6.0%
2070 0 0.5% ] 0.0580 o 1.0% 0 0 420 6.8%
. 0M 0 08.5% ] 0.0280 < 1.0% 0 [-] s7019 6.8%
A 2072 0 8.5% 0 0.0104 o 1.0% [} 0 siesa 6.68%
27 ] 0.5% Q 0.0020 0 1.0% [} ] 64084 6.8%
2074 0 8.5% 0 0.0000 0 1.0% [ 0 70656 8.8%
2078 Qo 9.5% [} 0.0000 ) 1.0% ] 0 75354 6.8%
2078 [} 8.5% [} 0.0000 ] 1.0% ] Qo 80478 6.86%
077 0 2.5% [} 0.0000 0 1.0% Qo [:] 85951 6.8%
2078 Q 9.5% '] 0.0000 0 1.0% [} -] 91795 6.8%
2079 0 a.5% ] 0.0000 0 1.0% '] [} 90037 6.8%
2080 Q 0.5% [} 0.0000 0 1.0% ) o 104704 6.0%
2081 0 89.5% [} 0.0000 0 1.0% o [} 111824 6.0%
20682 0 8.5% [} 0.0000 0 1.0% [} 0 119428 6.80%
2083 [] 8.5% 0 0.0000 [} 1.0% ] 9 127549 6.0%
2084 Q 8.5% o 0.0000 [] 1.0% ] [} 136222 6.8%
2088 Q 8.5% ] 0.0000 ] 1.09% 9 g 145485 6.80%
i TOTALS $288 $4,585 $2,280,563

-.
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POST-RETIREMENT BENEFIT ENHANCEMENT DEDICATED TRUST FUND
FUNDING PROJECTION # 2
(Includes the calculation of the PRBE at 65 and retired 3 years rule,
which is 58.33% of the Retiree Payroll dollars.)

Table 11-2 - Page 1 of 2

of Year
{in SMUB
START: $400
1992 44
1993 467
1994 499
1998 30
1996 550
1997 sas
1998 609
1999 629
2000 646
2001 659
2002 (]
2003 668
2004 663
2006 651
2008 630
2007 600
2008 88
2009 $31
2010 497
201 483
2012 430
2013 97
2014 388
018 333
2018 30
2017 274
2018 48
2019 219
2020 194
2021 170
2022 148
20223 128
2024 110
2025 L]
2026 78
2027 [
2028 4
2029 44
2030 35
2031 - )
SUB-TOTALS

RATE

8.5%
6.5%
8.5%
8.5
8.5%
9.5%
0.5%
a.5%
5%
a.5%
8.5%
8.5%

2.5%
2.5%
0.5%
8.6%

a.5%
9.5%
0.5%
8.5%
8.5%
0.5%
0.5%
8.5%
8.5%
8.5%
8.5%
8.6%

Yent PAST
End PRBE's
Start
of Year

$0.0000
0.0000
ar.aam
63.6184
97.2078
132.0087
168.1515

P REAAL LB RELE L8P
¥
3
3

616.1513

48 613.4407
44 §76.2M

13 1811224

9 119.2548
] 101.1883
7 85.0091
[} 70.8790
§ 58.1269
4 47.2584
3 37.9621
2 30.1108

Year
End

s§

>
o

7

gagsas

-»
=
o

eez¥ELE

© 0000000000 00000 0O OO

INCOME GROSS ACTUARIAL ACTUARIAL TARGET
Start RETURN INCOME

INCREASE
RATE

20%
2.0%
2.0%
2.0%
2.0%
2.0%
2.0%
2.0
2.0%
20%
2.0%
2.0%
20%
2.0%
0%
2.0%
2.0%

20%
2.0%
2.0%
2.0%
2.0%
2.0%
2.0%
2.0%
20%
20%
2.0%
2.0%
2.0%
2.0%
2.0%
20%
2.0%
20%
20%
2.0%
20%
20%
2.0%
2%

==*PRBE PAYMENTS"**

UABLITY SURPLUS  PRBE CURRENT CURRENT

YEAR's COST OF
PRBE PAST
PRBE’s

239885288883 F50sol

4

RAIBBRLBRELI2KEERRBIIAIIR

‘ - -
8 10 © © © ©C 00 OO OO OO OO0 L OO GO ‘oooﬂﬂ‘l*‘.‘mﬂﬂ&b.g
@ °

g
8

PAYROLL
WITHOUT

Yeas-etart
Pd~Yr-End

§

2189

EEeEEREEY

=
2

g |

PAYROLL
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POST-RETIREMENT BENEFIT ENHANCEMENT DEDICATED TRUST FUND
FUNDING PROJECTION # 2
(Includes the calculation of the PRBE at 65 and retired 3 years rule,
which is 58.33% of the Ratires Payroil dollars.)

Table 11-2 - Page 2 of 2

YEAR PRINCIPAL INCOME GROS8 ACTUARIAL ACTUARIAL TARQET
Start RETURN INCOME UABLITY SURPLUS  PRBE

THHIHIITO ORI I

8
o

7
7

-]

33

8
ry

7:

BEEEEEIIYES

:

of Year RATE
(in $M09

8.5%
8.5%
8.5%
8.5%
a.5%
8.5%
8.5%
8.5%
8.5%
4.5%
2.5%
a.5%
8.5%
8.5%
8.5%
8.5%
0.5%
8.5%
9.5%
B.5%
8.5%
8.6%

-
-~

- -
© 000000000 =~ ==NWIEANNOG

00 0000000006000 O0 0000000000000 O0O
§

Yomr PAST Yoas INCREASE
End PRBE's End RATE
Start
of Yass
2 2.5877 0 2.0
1 18.1927 0 20%
1 13,8481 [} 2.0%
1 10,3082 [} 20%
1 7.6776 -] 20%
0 5.5943 ¢ 20%
[} 4.0181 [] 2.0%
[] 2.84835 0 2.0%
0 1.9860 0 2.0%
0 1.367% 0 200
[} 0.9273 0 20
[ 0.6193 0 2.0%
[} 0.4064 0 2.0%
[} 0.2614 0 20%
0 0.1639 0 20%
0 0.0994 ] 2.0%
0 0.0878 o 2.0%
0 0.0309 0 0%
[} 0.0147 9 2.0%
0 0.0085 ) 2.0%
0 0.0011 0 0%
0 0.0000 0 2.0%
[} 0.0000 ] 0%
0 0.0000 ] 2.0%
[} 0.0000 0 2.0%
] 0.0000 0 2.0%
[} 0.0000 [] 2.0%
[} 0.0000 ] 2.0%
0 0.0000 ] 2.0%
] 0.0000 [} 2.0%
0 0.0000 ] 20%
] 0.0000 0 2.0%
0 0.0000 [} 2.0%
0 0.0000 ] 20%
[] 0.0000 [ 2.0%
[} 0.0000 0 2.0%
[] 0.0000 [ 2.0%
0 0.0000 [ 2.0%
[} 9.0000 0 2.0%
[} 0.0000 ] 2.0%
0 9.0000 [} 2.0%
0 0.0000 L] 2.0%
0 0.0000 0 2.0%
] 0.0000 0 2.0%
[} 0.0000 0 2.0%
[} 0.0000 ] 0%
[} 0.0000 0 2.0%
[} 0.0000 [} 2.0%
[] 0.0000 0 2.0%
] 0.0000 0 2.0%
-] 0.0000 [} 2.0%
] 0.0000 [} 2.0%
Q 0.0000 0 2.0%
[} 0.0000 0 2.0%

“**PRBE PAYMENTS***  RETIREE
CURRENT CURRENT PAYROLL
YEAR's CO8T OF WITHOUT

PRBE PAST PRBE
PRBE's Year-etart

© 000OOO0O0O0OO0OO©OEOEOCO 00000 o
0 OO0 O0O0DO0O0CO0OO0OOO === =NWWSs A

20218

44518
47545
50778
54231
57919

104704
111624
119420
127549
136222
145485

100 0000 OO0 00000 0OO0OOO0CO0OO00O0DOoONKDOOOCOOOD O
100 © 0000000000066 000006000 O0oCOoCOoCoOoOOo

$102 $1,637 $2,280,563
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POST-RETIREMENT BENEFIT ENHANCEMENT DEDICATED TRUST FUND
FUNDING PROJECTION # 3

(Includes the calculation of the PRBE at 65 and retired 3 years rule,

which is 58.33% of the Retiree Payroli dollars.)

Table 11-3 - Page 1 of 2

YEAR PRINCIPAL INCOME QROSS ACTUARIAL ACTUARIAL TARGET ***PREE PAYMENTS*** RETIREE RETIREE
Start RETURN INCOME LIABLITY SURPLUS  PRBE CURRENT CURRENT PAYROLL. PAYROLL

of Year RATE  Year PAST Year INCREASE YEAR's COSTOF  WITHOUT  INCREASE
(in S End PRBE's End RATE PRBE PAST PRBE RATE
Start PREE'S  Year-etart
of Year Pd-Vr—End
START: $400 asw 534 $0.0000 $434 3.0% [ $0 $300 5.0%
1992 424 a.5% a7 0.0000 o 3.0% 6 ° 120 6.0%
1983 8 8.5% o 46,8018 48 3.0% s s M2 . 6E%
1994 93 8.5% @ 96,6962 439 3.0% 7 1" 388 6.0%
1998 57 a.5% “ leem s 2.0 7 10 390 6.0%
1996 537 asw 4 1206980 262 2,0% 8 2 “r 6.0%
1907 550 8.5% 47 2849808 U2 3.0% 8 3 “s se%
1998 58 a.5% 7 325900 293 2.0% 9 % s 6.0%
1999 558 85w 47 372.6008 23 3.0% 10 .6 508 6.0%
2000 s49 a5 47 4351208 18 2.0% 10 54 542 s.0%
2001 531 8.5% 45 5009028 76 3.0% 9 63 679 8.8%
2002 504 a8 @ s [ 3.0% 0 70 819 s.a%
2003 a7 as% a4 s1e.02% ° 3.0% [ 1 61 s.a%
2004 450 a.5% 38 408.6447 ° 3.0% [ [ 708 s0%
2008 4 a.5% 36 459.1067 [ 3.0% ° s 754 6.0%
2006 08 8.5% M 4207802 [ 3.0 ° 1 208 6.o%
2007 289 8.5% 31 400.5089 0 3.0% [ se 860 0%
2008 42 8.5% 20 374987 [ 3.0% [ 55 910 5.0%
2009 e a.5% 27 MzeTs 0 3.0% [ 5 900 sa%
2010 200 8.5% 2 3147887 0 2.0% 0 s0 1047 s.0%
2011 266 a.s% 7B 207.2894 [ 3.0% 0 4 118 6.o%
2012 240 8.5% 20 260.6001 [} 2.0% [ “ 1194 s.0%
2013 216 a.5% 18 2348278 ° 3.0% ° “ 1278 6.0%
2014 194 a.5% 16 2101082 0 3.0% ° » 1362 6.0%
2018 172 8.5% 15 186.5749 0 3.0 [ s 1485 s.o%
2018 184 8.5% 13 184.3519 0 2.0% ° 32 1554 5.0%
2017 132 8.5% 1 143.5484 0 2.0% [ » 1689 6.0%
2018 18 5% 10 124.25% 0 2.0% ° 2 1772 6.0%
2019 % 8.5% 8 106537 0 3.0% [ F] 1893 6.0%
2020 8.5% 7 90.4207 ° 2.0% ° 2 202 6.0%
2021 70 a.5% 6 75.8356 ° 2.0% ° 18 2189 s.0%
2022 asw s £3.0815 ° 2.0 0 18 2306 6.0%
2023 . 8.5% 4 51780 [ 2.0% 0 13 2483 s.0%
2024 a.5% 3 41.96%8 0 2.0% [ 1" 2630 s.a%
2025 3 8.5% 3 33.5670 ° 3.0% 0 ® 2808 6.8%
2028 2 a.5% 2 28.5221 0 2.0% [ 7 3000 6.8%
2027 19 8.5% 2 20.6508 ° 3.00 o 6 3204 s.0%
2028 18 8.5% 1 15.8480 ° 2.0% 0 5 Uz 6.0%
2029 n 8.5% 1 11.9047 0 2.00 0 N 3688 6.0%
2030 8 as% 1 8.9303 0 2.0% ° 3 3903 s.o%
203 ] 8.5% 1 6.5575 0 2.0% [ 2 4188 s.0%
SUB-TOTALS $70 §1,265 $81,067
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POST-RETIREMENT BENEFIT ENHANCEMENT DEDICATED TRUST FUND
FUNDING PROJECTION # 3

(Includes the caiculation of the PRBE at 65 and retired 3 years ruie,

which is 58.33% of the Retiree Payroll dollars.)

Table 11-3 - Page 2 of 2

YEAR

I HIH IR

g8
da=

BEEEEEIRYESE

é

PRINCIPAL INCOME QROSS ACTUARIAL ACTUARIAL TARGET ***PRBE PAYMENTS®** RETIREE RETIREE
Start RETURN INCOME LASLITY SURPLUS PRBE CURRENT CURRENT PAYROLL PAYROLL

of Yeur RATE Year PAST Yeoat INCREASE YEAR's COS8T OF WITHOUT INCREASE
{in S End PRBE’s End RATE PRBE PAST PRBE RATE
Start PRBE's Yoar-etast
of Year Pd~Yr-End
4 a.5% 0 4.7460 ] 3.0% 0 2 4452 8.0%
3 0.5% 0 3.3864 ] 0% ] 1 4758 6.0%
2 8.5% L] 2.3824 [] 3.0% [} 1 5078 5.0%
2 8.5% [} 1.6824 ] 3.0% 0 1 422 6.8%
1 B8.5% Q 1.1208 0 3.0% 0 ] 5792 6.8%
1 8.5% 0 0.7801 o 3.0% [} ] &186 6.9%
0 9.5% 0 0.5028 ] 3.0% [} 9 6808 5.8%
0 8.5% 0 0.3260 0 3.0% ] 0 7058 6.8%
] 8.5% [ 0.2087 0 3.0% -] [ 7538 6.6%
0 a.5% [ 1212 0 3.0% 0 0 0048 6.8%
] 08.5% 0 0.0752 0 3.0% 0 0 0595 6.80%
[] 8.54% L] 0.0418 0 3.0% 0 0 9180 8.0%
[} 2.5% [} 0.0210 0 3.0% 0 0 9604 5.8%
] 8.5% 0 0.0088 0 3.0% 0 [ 10471 6.9%
Q a.5% 0 0.0024 0 3.0% [} [ 11183 6.0%
[} 3.5% 0 0.0000 0 3.0% 0 ] 11943 6.8%
0 .59 ] 0.0000 0 3.0% 0 0 12785 6.0%
(] 8.5% ] 0.0000 [ 3.0% (] L] 13622 6.8%
0 8.5% 0 0.0000 [} 3.0% '] 0 14549 6.8%
[} 8.5% 0 0.0000 L] 3.0% ] 0 15538 6.9%
° 8.5% ] 0.0000 [ 3.0 [} 0 16598 6.0%
0 8.5% 0 0.0000 L] 3.0% o 0 17723 6.0%
0 0.5% ] 0.0000 [} 3.0% [} ] 18928 6.8%
0 0.5% 0 0.0000 o 3.0% ° 9 20218 6.8%
0 8.5% 0 0.0000 0 3.0% 0 [} 21590 6.0%
] a.5% o 0.0000 o 3.0% ] 0 23058 6.0%
[} 0.5% 0 0.0000 [} 3.0% ] 0 24628 6.8%
] 0.5% 0 0.0000 ] 2.0% 0 ] 26301 6.8%
0 8.5% [] 0.0000 L] 3.0% 0 0 28069 6.6%
¢ 8.5% 0 0.0000 [} 3.0% 0 0 29999 6.0%
0 8.5% 0 0.0000 [} 3.0% ] 0 32039 6.8%
L] 8.5% [} 0.0000 1) 3.0% [} 0 34218 6.0%
9 0.5% [} 0.0000 0 3.0% ] ] 548 6.0%
0 8.5% 0 0.0000 0 3.0% [} 0 39030 6.0%
[ 8.5% 0 0.0000 0 3.0% o 0 41684 6.0%
0 8.5% 0 0.0000 0 3.0% 0 Q¢ 44518 8.5%
0 8.5% '] 0.0000 0 0% [} ] 47545 £6.8%
[ 8.5% 0 0.0000 0 3.0M [} Q 50778 8.6%
0 0.5% 0 0.0000 1] 3.0% ] 0 54231 5.8%
[] 0.5% ] 0.0000 0 3.0% [} [} sne 8.8%
0 8.5% 0 0.0000 0 3.0% [} Q9 61058 6.8%
9 0.5% o 0.0000 0 3.0% 0 0 66064 8.6%
] 0.5% 0 0.0000 ] 3.0% [} 0 708568 6.0%
0 0.5% 0 0.0000 0 3.0% [} ] 75354 6.8%
9 8.5% Q9 0.0000 "] 3.0% ] [} 80478 6.8%
0 8.5% 0 0.0000 ] 3.0% ] 0 85951 6.6%
0 8.5% o 0.0000 L] 3.0% o ] 91795 6.0%
[ 0.5% 0 0.0000 ] 3.0% ] [ 96037 6.5%
0 8.5% 0 0.0000 [} A% [} Q 104704 6.8%
] 8.5% 0 0.0000 ] 3.0% [} 0 111824 6.0%
[} 8.5% 0 0.0000 0 0% ] [} 119428 6.8%
[ 0.5% 0 0.0000 ] 2.0% [} ] 127549 6.0%
] 8.5% 0 0.0000 [] 3.0% 0 [} 138222 6.8%
0 8.5% 0 0.0000 [} AL0% 9 e 145485 6.8%

$79  $1,270 $2.280.563
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POST-RETIREMENT BENEFIT ENHANCEMENT DEDICATED TRUST FUND
FUNDING PROJECTION # 4

(Includes the calculation of the PRBE at 65 and retired 3 years rule,

which is 58.33% of the Retiree Payroll dollars.)

Tabie 11-4 ~ Page 1 of 2
YEAR PRINCIPAL INCOME GROSS ACTUARIAL ACTUARIAL TARGET °*""PRBE PAYMENTS***  RETIREE  RETIREE
Stast AETURN INCOME LIABLITY SURPLUS PRBE  CURRENT CURRENT PAYROU.  PAYROLL
of Yesr RATE Your PAST Year INCREASE YEAR's COSTOF  WITHOUT  INCREASE
(in S0 End PRBE's End RATE PRBE PAST PRBE RATE
Start PRBE’s Year-etart
of Yeas Pd-Yr-End

START: $400 8.5 M $0.0000 $434 4.0% $0 0 $300 6.6%
1982 434 8.5% a7 0.0000 n 4.0% 7 o 220 6.0%
1993 -] 8.5% 9 624557 440 4.0% ] 7 342 s.o%
1994 a7 a.5% “ 127.9804 401 4.0% [ 18 386 8.9%
1996 508 0.5% a 196.5834 351 “.0% 10 2 399 5.0%
1996 s14 2.5% 44 2684820 290 4.0% 10 a2 97 6.0%
1997 518 9.5% 4“ 343.7078 218 4.0% 11 42 445 6.6%
1996 506 a.5% 43 4224484 126 0% 12 52 475 6.8%
1969 485 8.5% 41 504.3341 21 4.0% 2 (-] 508 8.8%
2000 461 8.5% 39 500.0698 [ Y- ° [ 842 6.o%
2001 47 a.5% 37 473.9657 ° 4.0% ° 6t 579 s.0%
2002 413 5% 38 447.8667 ° 0% ° LY 819 so%
2003 388 0.5% 33 4212881 [ 4.0% ° 57 o8t (X
2004 34 8.5% n 294.8312 ° 4.0% ° E 708 6.8%
2008 40 8.5% 29 268482 ° 4.0% 0 [ 754 5.0%
2008 s a.5% 7 2311 ° 4.0% ° 51 8085 6.o%
2007 292 a.5% 2% esn8 ° 4.0% ° . 260 s.o%
2008 268 0.5% 23 2909239 [ 4.0% ° 4 918 6.0%
2009 245 a.5% 21 286.9332 ] 4.0% 0 2 980 6.o%
2010 F-] 2.5% 19 2415726 [ “om [ “ 1047 6.8%
2011 201 8.5% 17 2 [ 4.0% [ 8 e 6.6%
2012 180 2.5% 18 198.2603 0 4.0% [ % 194 6.5%
2013 160 8.5% 14 173.5703 0 4.0% [ 3 1278 6.8%
2014 141 2.5% 12 153.0249 [ 4.0% ° 0 1382 8.0%
2018 123 0.5% 10 133,773 [ 4.0% 0 z 1455 6.8%
2018 107 2.5% 9 115.8036 ° 4.0% ° 24 1584 6.0
2017 92 0.5% 8 99.2064 ° 4.0% [ 2 1659 5.6%
2018 7 a.5% 7 84.2621 0 0% ° 19 1772 6.6%
2019 3 8.5% [ 70.7210 ° 4.0% [ 17 1693 6.8%
2020 54 a.5% H 58.6694 [ 4.0% [ 14 2022 6.6%
2021 4“ 0.5% 4 48.0788 ° 0% [ 12 2159 5.0%
2022 38 8.50 3 28.8960 [ 4.0% [ 10 2306 6.a%
2023 2 8.5% 2 31.0411 0 4.0% [ 9 2463 6.o%
2024 2 9.5% 2 24.4285 [ 4.0% ° 7 2630 a.0%
2028 17 0.5% 1 18.9361 [ 4.0% [ [ 2800 s.8%
2026 13 0.5% 1 14,4629 [ 4.0% [ 4 3000 6.0%
2027 10 0.5% 1 10.8808 [ 4.0m [ ] 3204 6.0%
2028 7 8.5% 1 8.0638 [ 4,0M ° 3 2 6.0%
2029 5 a.5% [ 5.8064 [ 4.0% [ 2 3658 6.0%
2030 4 0.5% [ 42379 [ 4.0% [} 1 3903 s.o%
2001 3 8.5% [ 3.0070 [ 4.0M ° 1 4168 6.6%

SUR-TOTALS $71 $1,130 $61,057
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POST-RETIREMENT BENEFIT ENHANCEMENT DEDICATED TRUST FUND
FUNDING PROJECTION # 4

(Includes the calculation of the PRBE at 65 and retired 3 years rule,

which is 5§8.33% of the Retirese Payroll dollars.)

Table 11-4 - Page 2 of 2

YEAR

HHH U LI R

g8
§5555E

REEREEYEY

:

PRINCIPAL INCOME GQROSS ACTUARIAL ACTUARIAL TARGET **°PRBE PAYMENTS*** RETIREE RETIREE
Start RETURN INCOME LABLITY SURPLUS PRBE CURRENT CURRENT PAYROLL PAYROLL

of Yoar RATE Yonr PAST Yoar INCREASE YEAR's COST OF WITHOUT INCREASE
(in SMiD End PRBE's End RATE PRBE PAST PRBE RATE
Start PRBEs Year-etast
of Year Pd-Yr-End
2 0.5% 0 21038 (] 4.0% ] 1 4452 6.9%
1 a.5% 0 1.4513 [ 4.0% ] 1 4758 6.6%
1 a.5% [} 0.9869 ] 4.0% 0 [} 5078 6.8%
1 8.5% ] 0.6600 0 4.0% [} ] S423 6.0%
0 a.5% ¢ 0.4348 0 4.0% [} [ 5792 6.6%
0 8.5% ] 0.2799 [} 4.0% [ [} 8186 6.60%
[ 9.5% 0 0.1747 o 4.0% ] [] 6608 6.0%
0 a5% 0o 0.1053 ] 4.0% 0 ] 7058 6.0%
0 8.5% [] 0.0802 0 4.0% 0 0 7538 6.8%
0 8.5% ] 0.0318 0 4,00 [} ] 8048 4.5%
-] 9.5% 0 0.0148 ] 4.0% [} ] 8586 6.0%
0 9.5% L] 0.0050 0 4.0 0 [} 9180 8.8%
[} 0.5% ] 0.0007 [} 4.0% [} [} 9604 6.9%
[} 8.56% [} 0.0000 0 4.0% [} o 10471 8.8%
[} 5% 0 0.0000 [ 4.0% 0 L] 11183 6.0%
0 8.5% 0 0.0000 [} 4.0% ¢ 0 11943 6.0%
0 8.8% 0 0.0000 0 4.0% ] [} 12788 6.8%
] 8.5% ] 0.0000 0 4.0% ° -] 13622 6.0%
0 8.5% 0 0.0000 o 4.0% ] [} 14549 6.5%
[ 8.5% 0 0.0000 ] 4.0% ] 0 15538 6.8%
[ 8.5% ] 0.0000 [] 4.0% ] Q 16895 6.0%
] 2.5% 0 0.0000 0 4.0% [ 0 77 6.0%
] 8.5% [} 0.0000 [} 4.0% [} [} 18928 6.8%
[] 2.5% 0 0.0000 0 4.0% [} ] 20218 6.0%
0 a2.5% 0 0.0000 [} 4.09% 0o 0 21590 6.09%
[} 0.5% 0 0.0000 0 4.0% [} 0 23058 6.9%
[] 8.5% 4 0.0000 0 4.0% 0 0 24828 6.8%
0 8.5% ] 0.0000 0 4.0% o ] 26301 8.0%
0 8.5% [} 0.0000 0 4.0% 0 [ 28089 5.9%
0 9.5% [ 0.0000 Q 4.09 0 [ 29998 6.0%
0 8.5% [ 0.0000 [ 4.0% [} 0 2009 6.0%
0 a.5% [ 0.0000 o 4.0% o ] 218 6.0%
o 3.5 L] 0.0000 [} 4.0% [ [} 6848 6.8%
9 a.5% [ 0.0000 [} 4.0 o o 9030 s.6%
0 8.5% [} 0.0000 [} 4.0% [} 0 41684 6.0%
0 a.5% ] 9.0000 [} 4.0% o 0 44518 8.6%
0 a.5% [} 0.0000 0 4.0 0 0 4TS48 6.0%
] a9.5% ] 0.0000 0 4.0% [] ] 0778 6.0%
-] 8.5% [} 0.0000 [} 4.0% 0 0 54291 6.8%
° 8.5% [] 0.0000 0 4.0% 0 [} 57919 6.8%
[] 2.5% 0 0.0000 [] 4.0% o Q 61888 6.6%
] 09.5% 0 0.0000 [ 4.0% Q ] 68084 4.0%
0 8.5% 0 0.0000 0 4.0% [] 0 70558 6.0%
0 .5% 0 0,0000 [ 4.0% [} '] 73354 5.0%
9 2.5% ] 0.0000 ] 4.0% o "] 80478 6.80%
0 0.5% 0 0.0000 ] 4.0% [} 0 96961 s.a%
] 8.5% 0 0.0000 ] 4.0% [ 0 1788 6.8%
0 9.5% 0 0.0000 [ 4.0% ] L] 98037 6.9%
] 8.5% ] 0.0000 0 4.0% Qe ] 104704 6.8%
0 8.5% 0 0.0000 [] 4.0% [} 0 111824 6.0%
[} 8.5% 9 0.0000 [ 4.0% [} 0 119428 6.8%
] 8.5% Q 0.0000 0 4.0% [} 0 127549 6.89%
0 8.5% 0 0.0000 ] 4.0% [} 0 136222 6.9%
0 8.5% 0 0.0000 0 4“.0% ] [} 145488 s.e%

$71  $1,133 $2,280,563
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November 16, 1990

Retirement Board

Arizona State Retirement System
3815 North Black Canyon Highway
Phoenix, Arizona 85067

Dear Retirement Board Members:

Comments on Post-Retirement Benefit
Enhancement Concept from the Legislative Council Study

As requested, we have reviewed the Post-Retirement Benefit Enhancement
Concept contained in the final report on the study of the Arizona State Retirement
System for the Legislative Council. This report provides our understanding of the
concept, our comments on this concept, and our analysis of its impact on the
Arizona State Retirement Plan.

We look forward to discussing this report with you at the Retirement Board
meeting to be held November 16, 1990.

Sincerely,

THE WYATT COMPANY

W. Michael Carter

Actuary

mdl
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Section 1

Executive Summary

Our report commenting on the post-retirement benefit enhancement (PRBE)
approach recommended in the "Final Report on the Study of the Arizona State
Retirement System" prepared for the Legislative Council Study Committee by
Kaufmann and Goble Associates in association with Cyberserv International Co.
(the "Study”) may be summarized as follows:

Wyatt's Understanding of the PRBE Concept

All future COLAs would be provided from a new, separate account
— future adjustments are called PRBEs

Intent of approach

—_ ASRS employee/employer contribution rate will not be affected by

PRBEs ’
— funding and cost of PRBEs will be self-supporting

PRBE fund established by $400 million tfansfer from ASRS general fund
— additional transfers whenever ASRS "Actuarial Value Funding Ratio”
exceeds 105%

Maximum of 70% of PRBE fund’s "gross income" may be used for current

PRBE benefit payments

— other 30% must increase corpus of PRBE account

— current PRBE benefits are to be reduced or eliminated to meet the
70% restriction

Additional PRBEs can be granted only if funding available within PRBE
assets

ASRS Board would set PRBE distribution mechanism
—_ formulas

— no flat dollar increases

— payment frequency

—  assets managed by IAC

First PRBE not available until age 65 and 3 years of retirement

Study recommends structuring PRBE mechanism as a separate trust fund

THE %DJ{/ COMPANY
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Wyatt’s Observations on the PRBE Concept

PRBE concept is a funding methodology for future non-guaranteed COLAs

it isolates COLA funding within the PRBE account

additional COLAs possible only if actuarial value of prior and
proposed PRBEs is less than assets in PRBE account

also, only if total annual PRBE payout is less than 70% of PRBE
gross income

PRBEs are not guaranteed because of the 70% limitation

PRBE funding approach has an indirect impact on ASRS contribution rates

cost impact is less than shown in Wyatt's 12-15-89 report on

automatic COLAs

—— 12-19-89 report reflects guaranteed adjustments

—— 12-19-89 report reflects liability for current retirees and for
current actives who are projected to retire in future

—— 12-19-89 report uses COLA that starts after 3 years of
retirement instead of after later of age 65 and 3 years

transfers from ASRS to PRBE account whenever actuarial value

funding ratio exceeds 105% means all future actuarial gains are

taken out of ASRS

—— thus ASRS contribution rates will not be able to decrease due
to favorable experience

—— so PRBE approach is not a free ride or a no cost item

gains from ASRS active member funds will be used to finance retiree

PRBEs

future benefit improvements in ASRS may become almost impossible

due to interaction of PRBE funding mechanism and the Study’s

Statement of Primary Intent

—— certainly more expensive since accumulated gains will not be
available to absorb part of the cost of ASRS changes

Initial $400 million transfer from ASRS to PRBE fund has significant
impact on ASRS statutory contribution rates

if it had been done as of June 30, 1989, 1990/91 contribution rate
would be 4.73% instead of 3.82% and funding period would be 45
years instead of 14 years

—— requires 0.91% added to both employees and employers

—— 1.82% added to total contribution rate

—— a 24% increase in cost

THE %ﬂl{ COMPANY
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if implemented as of June 30, 1990, the impact on 1991/92 contribu-
tion rates would be

—— 1.01% added to employer and employee rates

—— a 28% increase in ASRS cost

—— an increase in the funding period to 45 years

Study’s four examples of PRE _ forecast

assumes PRBE benefits paid in lump sum on June 30

—— if paid more frequently, PRBE gross income will be less
apparently assumes no administrative expenses to be paid by PRBE
account

projected payouts apparently ignore the 70% limitation

—— 1% PRBE scenario exceeds 70% limit after 23 years

—— 2% PRBE scenario exceeds 70% limit after 8 years

—— 3% PRBE scenario exceeds 70% limit after 5 years

—— 4% PRBE scenario exceeds 70% limit after 3 years

Outstanding questions

should clearly define actuarial value funding ratio

"gross income" needs to be defined

—— interest and dividends only?

—— realized gains?

—— unrealized gains?

—— accrual of discount/amortization of premium?

investments limited primarily to fixed income?

what about System retirees?

possible IRS exclusive benefit problems if an actual trust fund

created:

—— Wyatt would prefer to see it set up as a separate account
within ASRS in order to minimize IRS scrutiny

THE Wa{/ COMPANY



Concluding Remarks

Comments not intended to imply that PRBE concept is a bad idea

It may provide a less-painful way to consistently provide post-retirement
increases

but it is not a no-cost item
—_ employe/employer rates will be almost 1% higher after the $400
million transfer '

— future decreases in contribution rate will be harder to achieve
because of the 105% transfer mechanism

future changes to ASRS will be much more difficult to achieve since
virtually all gains will be transferred to PRBE account.

e O jatt conome
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Section II

Introduction

The Retirement Board of the Arizona State Retirement System has requested that
The Wyatt Company review and provide comments on the post-retirement benefit
enhancement concept proposed in the "Final Report on the Study of the Arizona
State Retirement System" prepared for the Legislative Council Study Committee
by Kaufmann and Goble Associates in association with Cyberserv International
Company. Throughout our report, the post-retirement benefit enhancement
concept will be referred to as "PRBE". We will refer the overall study as simply
the "Study".

This report summarizes Wyatt’s understanding of the PRBE concept as proposed
in the Study and offers comments on this concept.

THE %ﬂl‘l{ COMPANY
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Section III

Wyatt’s Understanding of the PRBE Concept

As Wyatt understands the concept presented in the Study, a separate account
would be established to fund all future cost-of-living adjustments granted to ASRS
retired members. These future COLAs are referred to as PRBEs.

The intent of this approach is that the cost of future PRBEs (i.e., future COLA

adjustments) would not be reflected in the employee/employer contribution rate
of ASRS.

The PRBE account would be funded by an initial transfer of $400 million from the
main ASRS account, and this new account would receive additional transfers from
ASRS whenever the "Actuarial Value Funding Ratio" exceeds 105%.

A maximum of 70% of PRBE "gross income" for any given year would be available

for payout in actual benefits during a year. The other 30% must increase the
corpus of the account.

The first PRBE increase should, if feasible, be used to "catch-up" those retirees
who retired before the current 2% formula became law. In other words, those
retirees’ benefits should be recalculated under the 2% formula and compared to
their current benefit (including all subsequent ad hoc COLAs) and increased if
appropriate.

An additional PRBE adjustment can be made in any future year only if the benefit
being granted will not cause the present value of total PRBE benefits to exceed
the value of assets in the PRBE account. In other words, no unfunded liability
can be created in the PRBE account due to granting of additional increases. Thus
once the present value of future payments of prior granted PRBEs equal the
account’s assets, no new PRBEs can be granted irrespective of the change in the
CPI or other inflation index.

PRBE benefits are not guaranteed into the future. The benefits will be reduced
or eliminated whenever the 70% constraint comes into play.

The ASRS Board apparently would be given authority to determine the distribu-
tion formula for each new year’s addition to prior PRBEs. The Study recommends

against allowing flat dollar increases. It strongly encourages uniform percentage
increases.

72
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The first PRBE granted for any retired member would not be available until the
retiree had reached the later of age 65 or been retired 3 years. The PRBE benefits
could be paid as additional monthly income or as periodic lump sums.

The assets in the PRBE account would be managed by the Investment Advisory
Council, but the investment policy apparently would emphasize income production
rather than capital appreciation.

Finally, the Study would structure the PRBE account as a separate trust fund in
addition to structuring the Arizona State Retirement Plan as a trust fund.

e Wt communs
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Section IV

Observations on the PRBE Concept

Based on Wyatt's understanding of the PRBE concept, the following observations
and issues are provided.

Funding Method for Future Non-Guaranteed COLAs

The PRBE approach is essentially a method to isolate funding for post-retirement
increases. If implemented, all future post-retirement adjustments and benefits
would be financed through the mechanism of the PRBE account.

Additional PRBE increases would be possible as long as the present value of the
desired increase does not cause the actuarial value of future benefits from all prior
PRBESs including the additional PRBE to exceed the assets held in the PRBE
account and (as Wyatt interprets the maximum income distribution provision) as
long as the total annual cashflow requirement for the year is not in excess of 70%
of the PRBE account’s total "gross income".

In essence, an automatic mechanism would be established to provide future non-
guaranteed COLA adjustments. These adjustments would be non-guaranteed
because the PRBE can be reduced or eliminated if the sum of all PRBE payments
in a given year exceeds 70% of gross income.

PRBE Funding Approach and Indirect Impact on ASRS
Section 3.2 of the Study references Wyatt’s report on the cost of a COLA (dated

December 15, 1989), and says that the cost of this PRBE program is significantly
less than the quoted 7.24% to 7.41% shown in that report.

‘,It is important to understand why that report shows a higher cost than the PRBE

. approach. In that report, each COLA increase is guaranteed into the future. The

COLA cost reflects not only the liabilities for current retirees but also the future
liabilities for those active members who are projected to retire in the future.

THE %ﬂ COMPANY
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In addition, the 1989 report starts the first COLA after three years of retirement
whereas this Study would delay the first PRBE increase until the later of age 65
or 3 years of retirement. Given the recent improvements in early retirement and
normal retirement in ASRS, the delay to age 65 would further reduce the cost of
an automatic COLA provision. The age 65 start date represents anywhere from
5 to 10 years until the first PRBE adjustment if retirement takes place between
ages 55 and 60. Thus the cost figures from the 1989 COLA report would be
significantly reduced under the 65 and 3 eligibility feature.

Since the PRBE account receives a transfer from the main ASRS account
whenever the ASRS "actuarial value funding ratio” exceeds 105%, this means that
virtually all future actuarial gains generated during a year by ASRS will be
transferred to the PRBE account. This transfer is what is required in order for
the PRBE account to be "self perpetuating and self funding" as the Study refers
to it.

Wyatt is assuming that the phrase "actuarial value funding ratio” means the ratio
of the actuarial value of assets to the actuarial accrued liability under the current
actuarial valuation method (projected unit credit under the current statutes).

To say that the PRBE account eliminates ad hoc COLAs increasing the contribu-
tion rates to ASRS is true only in the strictest sense. The transfer of gains from
ASRS to the PRBE account has the indirect effect of not letting contribution rates
decrease during a year as a result of those gains. So the mechanism indirectly
guarantees that the ASRS contribution rates will be greater than they would have
been in the absence of the PRBE account.

The PRBE approach is therefore still not a "free ride". It is in essence a variation
on the excess interest approach to providing COLAs, although a conceptually
better variation. T
The funding approach also uses gains from active member results to finance these
COLAs (or PRBEsS) for present retirees. The fact that gains from current active
members are being used to finance benefits for current retired members instead
of being used to reduce active member contribution rates is perhaps justified by
the fact that at least theoretically some of those gains will be available when those
active members become retirees.

THE fdff COMPANY
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Since the 105% cap will result in accumulated gains no longer being available
under this procedure, the cost of any additional changes to ASRS will be more
expensive, inasmuch as there are no gains available to offset the cost of those
changes. Some of the changes themselves might not be permitted at all under the
Study’s Statement of Primary Intent. Specifically, it may make it impossible to
ever implement a true automatic COLA.

Cost Impact on ASRS of the $400 Million Transfer to the PRBE Account

Thé Study says that the transfer of $400 million to the PRBE account would have
a minimal impact on ASRS. It cites the impact as not in excess of 6/10% of pay.

Our calculations show that if the transfer had been made as of June 30, 1989, the
current statutory funding requirements would have resulted in a 1990/91 fiscal
year ASRS contribution rate of 4.73% instead of the actual 3.82%, and that the
statutory funding period would have been increased from 14 years to 45 years.
The 0.91% addition to the contribution rate would apply to both employees and
employers, for an overall 1.82% addition to the total contribution rate. This would
represent a 24% increase in the cost of ASRS and in excess of an additional $55
million in contribution dollars.

For the 1990 actuarial valuation currently in process, the estimates would be an
additional 1.01% in contribution rates for both employees and employers, or a 28%
increase in the cost of ASRS. The funding period would again be increased to 45
years.

The Need for an Automatic COLA

The Study questions the necessity for an automatic COLA based on its analysis
of two isolated examples. The actual necessity for an automatic COLA feature is
directly tied to the unpredictable nature of the ad hoc increases that are included
in the Study’s comparison. Favorable experience has made possible the ad hoc
increases reference by the Study. There is absolutely no guarantee that such
increases will continue to be the case. In addition, the non-guaranteed nature of
the PRBE further illustrates the value to retired members of an automatic COLA
feature.

The Study’s Forecast of PRBEs

Wyatt has reviewed the four forecast examples contained in Appendix 10 of the
Study. Several comments seem appropriate concerning these examples.

e OWgiatt commans
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1. The calculation of gross income assumes that the PRBE benefit for the year
will be paid as a lump sum on June 30 of each year.

—  If the PRBE is paid monthly, gross income each year will be less.

2. The calculation of the PRBE account balance assumes that this account will
absorb no administrative expenses, since reference is made to gross income,
not net income.

— It would hardly seem appropriate to have the main portion of ASRS
absorb all of the additional expenses associated with the new PRBE
feature.

3. The projected payout under the PRBE apparently ignores the 70% of gross
income limitation in the intended plan design.

- A review of the numbers in the 1% scenario shows that after 23
years the projected PRBE payout exceeds 70% of gross income.

—— If Wyatt's understanding of the proposal is correct (i.e., that
at least 30% of gross income must be added to the corpus of
the account), PRBE benefits would start being reduced after
23 years.

—  For the 2% scenario, the decreases in PRBE benefits would begin
after 8 years.

—  For the 3% scenario, PRBE benefits will begin to be decreased after
5 years.

—  In the 4% scenario, the reductions begin after 3 years.

4. If the understanding of the 70% limitation is correct, this approach hardly
represents a long term solution to post-retirement adjustments if ASRS
does not generate enough gains to keep adding new dollars to the program.

Other Questions and Comments

The "actuarial value funding ratio” needs to be clearly defined. As previously

indicated, it presumably equals the ratio of the actuarial value of assets to the
actuarial accrued liability under the actuarial valuation method. This should be
clarified if legislation is introduced.

we O jaett coume
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The term "gross income" needs to be clarified. Does it represent interest and
dividends only? Does it also include realized gains? Does it include unrealized
gains? What about accrual of discounts and amortization of premiums for fixed

income securities? Finally, how are investment and administrative expenses to
be reflected?

The Study seems to imply that this fund would be invested primarily in fixed
income assets and accounted for on a book value basis, based on the "primary
objective" statement on page 9-5 of the Study. There needs to be a clarification
if this is the intended limitation. If it is, the IAC and the Board may very well
wish to evaluate whether it is in the best long term interest of plan members to
restrict investments for this fund to fixed income securities.

The Study talks in terms of a separate trust fund and a physical transfer of assets
between the ASRS trust fund and the PRBE trust fund. Any such implementation
should be approached carefully because of IRS tax qualification considerations.
There may be some adverse "exclusive benefit" implications with IRS if separate
trusts are established and physical transfers are made.

Wyatt would prefer to see the PRBE approach implemented as a separate account
within ASRS rather than as a second distinct 401(a) trust. There would be far
fewer questions raised by IRS in this way.

-~ Finally, the Study is silent on how current System retirees should be handled.

Any implementation of the program needs to specify exactly how this group fits
into the PRBE concept. '

THE %f[ COMPANY
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Section V

Concluding Comments

The observations raised in the prior section are not intended to imply that the
PRBE concept is a bad idea. It may, in fact, provide a less-painful way to make
available consistent increases for ASRS retirees.

The important thing to understand, however, is that this approach is not a no-cost
item. The employee/employer contribution rate would increase by 1% immediately
due to the proposed $400 million transfer. In addition, it will become much more
difficult to provide other benefit changes in ASRS since virtually all actuarial
gains will be transferred from the general ASRS account to the PRBE account.

we OWjett conmms
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November 29, 1990

Mr. Ed Gallison

Director

Arizona State Retirement System
P. O. Box 33910

Phoenix, Arizona 85067

Dear Ed:

General Comments on the Kaufmann/Cyberserv Study

Following the ASRS Board meeting on November 16, Paul Felix asked that I
furnish him a copy of my comments on all of the items covered in the Kaufmann/-
Cyberserv Study of ASRS for the Legislative Council. Accordingly, attached you
will find those comments.

The attached information, along with the report on the Post-Retirement Benefit
Enhancement Concept from that study that I presented at the Board meeting will
probably form the basis for my comments at the Legislative Council’s committee
meeting on Wednesday, December 5. As such, Paul Felix and any other board
members attending that committee hearing may find the attached comments
helpful.

My comments are organized in columnar format. Column 1 is the page number
from the study. Column 2 is the item on that page for which a comment is being
made. Column 3 is our comment on that item.

Should you have any questions concerning the attached, please contact me.
Sincerely,
THE WYATT COMPANY
W77 e lak (2T
i d_’\_,
W. Michael Carter
Actuary

mdl
Enclosure



Comments on the FFinal Report

on the Study of the Arizona State Retirement System

Study
Page
Number Study Item Comment
1) @) &)

2 We prepared a "rank scoring” analysis of While the ranking is number 1 based upon the Study’s approach to evaluating retirement
the Arizona State Retirement System’s benefits, we believe the overall conclusion may be biased by the ranking system being
overall retirement benefits, ... The used. See our additional comments in a later section.

Arizona State Retirement System ranks '
number 1
Section 1, 1.1 Recommendation 4 - Eliminate the We concur with this recommendation. It is our understanding that the current statute
Page 1 option to revoke the joint and survivor (38-781.10(B)(1)) is interpreted to allow a participant to revoke a joint and survivor
annuity option under certain circum- option by only showing evidence of good health on the participant and not on the joint
stances and replace with a pop-up option pensioner. The current statute therefore allows for possible adverse selection on the part
of the participant. In other words, a subsidized "pop-up option” is in essence available.
This is probably not the intent of the statute. Therefore it would be far better to include
a formal, actuarially equivalent pop-up option to preserve the integrity of the System.
Section 1, 1.1 Recommendation 6 - ASRS should While the intent of this recommendation is good, it should be recognized that such a
Page 1 keep members informed about supple- responsibility would result in a significant increase in ASRS administrative effort and
mental, optional employee benefit pro- expense because of the large number of participating employers and the multitude of
grams through their employers plans that would be available from those employers.
Section 1, 1.2 Findings - the inclusion of the em- We do not believe that it is proper in evaluating the adequacy of benefits or the level of
Page 2 ployer contribution rate in the rank the benefits to include the employer contribution rate. While the employer contribution
scoring analysis of ASRS retirement rate is a function of the level of benefits being provided, it is also very much impacted by
benefits prior contribution levels, investment performance, and actuarial methods and assump-
tions. Therefore its use in ranking the adequacy or attractiveness of the level of benefits
distorts any such comparison.
Section 1, 1.2 Findings - the retirement benefit While the ASRS benefit amount equals or exceeds 73% of the surveyed systems, it should
Page 2 amount provided by ASRS equals or also be noted that it exceeds only 57% of the surveyed systems. It equals the benefit

- B AN A A SR A A B ON SE B G R A B Ew MR A

exceeds 73% of the surveyed systems

provided by 18% of the surveyed systems. The ASRS benefit amount is, in fact, the most
common benefit amount found among the 67 surveyed systems. Finally, it is important
to note that this is a comparison of the amount of the benefit only at the time of retire-
ment. A number of the systems, both with greater amounts, equal amounts, and lesser
amounts at retirement, have guaranteed automatic COLAs. This means that several
years into retirement, the benefits provided by these other systems will be larger unless
there are a continuation of ad hoc COLAs granted for ASRS retirees.



Study
Page
Number
(1)

Section 1,
Page 2

Section 1,
Page 2

Section 1,
Page 3

Section 1,
Page 4

Section 1,
Page 4

Section 2,
Page 5

2.

Comments on the Final Report

on the Study of the Arizona State Retirement System

Study Item

(Continued)

Comment,

(2

1.2 Findings - ASRS’s employer contri-
bution rate is less than about 90% of the
surveyed systems

1.2 Findings - the ASRS retirement
formula percentage multiplier equals or
exceeds about 77% of the surveyed sys-
tems

1.2 Findings - using a "cost/benefit”
index to measure the value of the retire-
ment benefit

1.2 Findings - private sector plans do
not typically include any type of COLA

1.2 Findings - the need to have a greater
awareness of the excellence of ASRS

2.1 Recommendation 6 - ASRS should
have greater flexibility over its annual
budget determination and expenditures

3

This is a true statement. The reasons for this condition should be noted, however. The
current low state employer contribution rate results from a combination of employer
contribution rates prior to 1984 being higher than actuarially required, the successful
investment performance of the System, and the legislation of the projected unit credit
actuarial valuation method for determination of the contribution rate.

As with the above comment concerning the amount of the benefit, while the 2% formula
may equal or exceed 77% of the surveyed systems, it is greater than only 54% of the
surveyed systems and it is equal to 25% of the surveyed systems. It is, in fact, the most
common multiplier percentage found among state systems. As with the earlier com-
ments, making judgements based only on the multiplier ignores the importance of the
guaranteed automatic COLAs.

The report equates this index with the benefit adequacy of the System. We would
suggest it is more a measure of how well the System has been run rather than how
adequate the benefits are that are being delivered to the participants.

We agree with this conclusion. Both guaranteed COLAs and ad hoc COLAs are much
less frequently encountered in private sector retirement plans than they are in public
sector retirement plans. While there was a great deal of interest in ad hoc COLAs among
private sector employers during the high inflation years of the late 1970s, there has been
much less interest in adopting ad hoc COLAs during the last 5 to 8 years.

We would agree with the statement that the members, participating employers, and
legislators need to have a greater awareness of how well ASRS is managed and how well
it delivers the benefits that are promised to its members. Members, participating
employers, and legislators should take pride in how good a job ASRS does in fulfilling its
responsibilities.

We concur with this recommendation. ASRS’s ability to provide adequate services to its
members and to respond to the needs of its members would be enhanced if the System is
given greater flexibility in meeting its expenses from its operating income.
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Comments on the Final Report

on the Study of the Arizona State Retirement System

(Continued)
Study
Page
Number Study Item Comment
1) (2) 3
Section 2, 2.1 Recommendation 8 - ASRS should We concur with the intent of the recommendation. It should be noted, however, that both
Page 6 have an ongoing program for active the director and members of the Board currently participate in the two best educational
participation in various professional and  organizations for public sector retirement systems. These are the National Council on
trade organizations Teacher Retirement (NCTR) and the National Association of State Retirement Administr-
ators (NASRA). The board members attending the annual meeting of these organizations
will certainly attest to the value of their attendance at those meetings.
Section 2, 2.2 Findings - "there is no ongoing pro- As noted in the previous comment, board members have been attending the annual
Page 7 fessional development and educational NCTR conference. It is our opinion that this annual conference consistently provides a
program for the members of the retire- high level of professional development and education for public retirement system
ment board.” investments, benefits, and administration.
Section 3, Post-retirement benefit increases See our "Comments on Post-Retirement Enhancement Concept”, dated November 16,
Pages 1990.
10-156
Section 4, 4.1 Recommendation 1 - Early retire- Quantifying the savings from early retirement windows is very difficult, if not impossible,
Page 16  ment incentives should be statutorily since it involves calculations outside the retirement system such as rates of replacement
prohibited unless savings can be quanti-  of retiring personnel, salary adjustments for those replacing employees, associated cost
fied changes in other employee benefits (such as group life, group health, workers compensa-
tion, sick leave, etc.). Requiring a quantification of savings could very well result in the
inability to pass future early retirement windows. This may or may not be the desired
effect from the Legislature’s point of view.
Section 4, 4.1 Recommendation 2 - Reduce early Removing the subsidies in early retirement benefits would certainly be contrary to
Page 16  retirement factors to more closely ap- general trends within the benefits industry. It may result in the inability of public
proximate actuarial equivalencies employers to provide encouragement for retirement of those older employees whose
productivity may have declined.
Section 4, 4.2 Findings - 84% of surveyed systems It is important to understand that the phrase "early retirement incentive” is intended to
Page 16  do not have an early retirement incen- imply a currently active early retirement window. Numerous states have had windows in

tive

the past. They may not, however, have had a window within the last few years, so as to
have responded no to the issue in the survey. The study does correctly point out that
almost all state systems have some type of actuarial subsidy for regular early retirement.
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Comments on the Final Report
on the Study of the Arizona State Retirement System

(Continued)
Study
Page
Number Study Item Comment
(1) (2) &)
Section 4, 4.2 Findings - subsidized early retire- We are not sure what the phrase "at the expense of" is intended to imply, nor what the
Page 16 ment is "at the expense of the Arizona term "penalized” is intended to mean.

State Retirement System, its active

members and the participating employ- Early retirement subsidies are generally intended to encoufage those older workers who

ers ... the early retirement benefits are might be less productive to retire, in order to make room for younger workers to advance.

worth more than normal retirement ... The subsidized early retirement benefits are, in a sense, worth more than normal

since normal retirement is effectively retirement. Otherwise, these benefits would not be known as subsidized early retirement

penalized ..." benefits.
The subsidized early retirement factors are fully reflected in the actuarial cost of a
retirement system, along with the relevant probabilities that early retirement will occur.
Therefore the total cost has a component that includes both the cost of expected normal
retirements and the cost of expected subsidized early retirements.
It is true that if the present early retirement subsidies could be eliminated prospectively,
then the current cost of ASRS would go down. Before such action is taken, however, it is
important that the Legislature fully evaluate the long range impact and implications of
eliminating the incentive for workers to retire early.

Section 5, 5.1 Recommendation 1 - the ASRS pri- See our following comments on those funding objectives.

Page 19  mary funding objectives should be incor-
porated into the statutes



Study
Page
Number
(D

Section 5,
Page 19

Section 5,
Page 19

Section 5,
Page 19

Section 5,
Page 19
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Comments on the Final Report

on the Study of the Arizona State Retirement System

Study Item

(Continued)

Comment

(2

5.1 Recommendation 2 - establish a
funding objective in statutes that the
Actuarial Value Funding Ratio is a mini-
mum of 1.05

5.1 Recommendation 3 - constitutionally
shield the actuarially determined contri-
bution rate

5.1 Recommendation 4 - transfer assets
in excess of the 1.05 Actuarial Value
Funding Ratio to the PRBE account

5.1 Recommendation 5 - statutorily re-
quire an experience study every four
years beginning June 30, 1991

3

No place in the study do we find a formal definition of the term "Actuarial Value Funding
Ratio”. We assume from the discussion in the report that this item is intended to be the
ratio of the actuarial value of assets to the GASB 5 Pension Benefit Obligation. Before
incorporating this requirement in the statutes, it is important to clarify the exact nature
of the definition.

The recommendation speaks in terms of a minimum funding level of 1.05. When taken in
conjunction with the recommendations for the PRBE, however, the ratio will actually
become a maximum funding level rather than a minimum funding level since the intent
of the PRBE mechanism is to transfer any assets in excess of the 1.05 ratio to the PRBE
account.

This would certainly be a very well received change. It would definitely strengthen the
System.

See our comments on the PRBE concept in our November 16, 1990 report. Also, with
reference to Recommendation 2 above, this recommendation has the effect of establishing
the Actuarial Value Funding Ratio at a maximum of 1.05 rather than a minimum.

We certainly concur with the suggestion that actuarial assumptions be changed based on
experience studies. For a large system such as ASRS, with adequate experience data,
credible experience rates can be developed.

A modified experience study was utilized to establish select and ultimate withdrawal and
retirement rates beginning with the actuarial valuation as of June 30, 1988. The current
contract with the actuary contemplates an experience study.

It is more normal, however, to use a 5-year period between experience studies rather
than a 4-year period. The reason for the 5-year period is generally to allow for a
development of more statistically credible data.
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Comments on the Final Report

on the Study of the Arizona State Retirement System

(Continued)
Study
Page
Number_ Study Item Comment
(1) 2) 3
Section 5, 5.1 Recommendation 6 - require an inde- If this is to be implemented, there should be exceptions provided if the change is the
Page 19 pendent actuarial review any time a result of the experience study itself, or if the change is the result of a modification in the
change in actuarial assumptions results  investment return assumption, salary scale, or actuarial method change. Finally, it
in an increase in the contribution rate of should not include changes in assumptions that are a direct result of legislative changes
more than + 30% in the benefits or benefit eligibility (such changes may require modifications to assump-
i} tions).
The items in these exceptions can often result in changes in the contribution rate of the
magnitude specified by the recommendation. However, the whole point of making these
changes is often to incorporate newly determined realistic assumptions or to incorporate
legislated changes.
Section 5, 5.1 Recommendation 7 - require an inde- The same exception as cited for Recommendation 6 should apply here.
Page 20 pendent actuarial review whenever
changes in assumptions cause the actu-
arial accrued liability to change by more
than + 20%
Section 5, 5.1 Recommendation 8 - consider a study It is important to understand that this would be a major change in actuarial methodology
Page 20  to determine the feasibility and cost and plan administration. As such it will greatly increase administrative expense and

effectiveness of developing contribution
rates by participating employer

substantially increase the time required to produce an actuarial valuation, given the
number of participating employers. It would dramatically change almost all administra-
tive recordkeeping systems of ASRS and, taken to the extreme, could involve maintaining
some type of allocation of assets. It would also change ASRS from a "cost-sharing PERS"
to an "agent PERS". This has significant implications for both ASRS and all financial
reporting entities participating in ASRS as it relates to required financial disclosures
under GASB.



Study
Page
Number
(1)

Section 5,
Page 20

Section 5,
Page 20

Section 5,
Page 20

Section 5,
Page 21

Section 5,
Page 22
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Comments on the Final Report

on the Study of the Arizona State Retirement System

Study Item

(Continued)

Comment

(2)

5.1 Recommendation 9 - consider an
actuarial study to determine the feasibil-
ity of an employer paid-all system

5.2 Findings - present ASRS funding is
on a sound actuarial basis. However,
this situation will be placed at material
risk if the statutory, actuarially deter-
mined contribution rate continues to be
legislatively reduced

5.2 Findings - constitutionally shield the
assets from both wide swings in the
marketplace and from capricious reduc-
tions in the actuarially determined con-
tribution rate :

5.2 Findings - the assumed rates used
by ASRS appear to be reasonable and
reflect sound and prudent actuarial
principles

5.2 Findings - investment should not be
made in the name of other interests
except that of beneficiaries of ASRS

3)

This an extremely complex task, with many equity implications and many benefit
formula questions. It would be neither a simple nor quick task to perform. Many issues
relating to the nature of the employment contract for public employees in Arizona would
have to be investigated. ‘

This is not to say it is not a good idea. Rather, the comment on this as well as the
comment on the preceding recommendation is to emphasize that either undertaking is
not a simple, quick, uncomplicated study to perform. There are significant implications
for either recommendation far beyond just the apparent result or intent of the outcome.

We very much agree with this statement. The quickest way to undermine the actuarial
soundness of a system is to ignore the actuarial cost and to let the contribution to the
retirement system become the budget balancing item.

We are not sure what the intent is of the phrase "shield the assets from wide swings in
the investment marketplace”. If it is to have the effect of restricting the System’s ability
to invest in equity markets, the asset/liability study completed in 1989 would suggest
that constitutional limitations on the ability to invest in equities could result in a long-
range increase in the cost of the System.

We thank the authors of the study for their complimentary comments on our actuarial
methodology.

We are in complete agreement with this opinion. It supports the "exclusive benefit"
concept for qualified retirement plans. It is important for the long-term protection of the
retirees to emphasize that the System’s assets should not be used for social purposes at
the expense of the members of the System.
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Comments on the Final Report

on the Study of the Arizona State Retirement System

(Continued)
Study
Page
Number Study Item Comment
(1) (2) 3)

Figure 1  1(b) - provide a total compensation pack- If the primary intent includes a requirement to be generally equivalent to private sector
age that is generally equivalent to com- benefits, a movement for a true, guaranteed COLA would all but be precluded, since
parable employment in other public and  almost no private sector employers in Arizona would have such a provision.
private organizations in the State

Figure 1  1(c) - provide a retirement system that From time to time, there will be cases that arise in which it is to the public employer’s
encourages employees to remain in ser- benefit to have an employee retire earlier rather than later. Therefore this intent could
vice for such periods of time as to pro- conceivably conflict with Primary Intent Number 2 of Figure 1 which recommends
vide a public employer full benefit of the discouraging early retirement.
training and experience gained by these
employees

Figure 1  1(e) - provide a retirement benefit as of = There seems to be no clear explanation of what the meaning of this Primary Intent item
January 1, 1993 that meets certain is. It needs to be clarified so that proper evaluation of this item can be made.
conditions

Figure 1  Primary Intent 2 - discourage early It needs to be noted that the implementation of this intent would eliminate early
retirement prior to 30 years of service, retirement subsidies. It is important for the legislature and the System’s members to
and encourage extended employment fully understand the implications of such a dramatic change. In addition, it would help if

the term "extended employment” is clarified. Does it mean employment for 30 or more
years?

Figure 1  Primary Intent 3 - not meel 100% of a This intent needs to be clarified as to whether it means that a service limit be placed on
member’s post-retirement income re- the benefit formula. In addition, it needs to be clarified how ancillary benefits such as the
quirements health insurance premium supplement fit into this statement.

Figure 2 Funding Objective 2 - maintain an Actu-  See our earlier discussion of this concept. The term Actuarial Value Funding Ratio needs

arial Value Funding Ratio at 1.05 or
greater

to be clearly defined. We suggest that the 1.05 threshold becomes a maximum rather
than a minimum if the PRBE concept is also adopted.
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Comments on the Final Report

on the Study of the Arizona State Retirement System

(Continued)
Study
Page
Number Study Item Comment
(1) : (2) (3)

Figure 3 Trust fund nature of ASRS Item 1 -
establish that ASRS is a trust fund and
establish that the assets of ASRS shall
not be used for any purpose which is
incompatible with the ASRS Statement
of Intent.

It has been pointed out to us that no place in current statutes is it clearly stated that
ASRS is a trust fund.: Therefore we wholeheartedly agree with the recommendation that
the statutes clearly identify ASRS as a retirement trust. This is also important from a
continued plan qualification standpoint.

As to the requirement that no assets of the fund be used for any purpose that is incom-
patible with the Statement of Intent, given the nature of the Statement of Intent this is a
very tough, restrictive requirement. It might very well preclude many if not most benefit
enhancements. In addition, the nature of the restriction could possibly encourage legal
challenges any time benefit changes are implemented.
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RAUSCHER PIERCE REFSNES, INC.

January 8, 1991

Representative Jane Dee Hull, Co-Chairman

Senator Doug Todd, Co-Chairman

Members Legislative Council Study Committee
on the Arizona State Retirement System

Dear Fellow Committee Members:

At our December 5, 1990 meeting, it was proposed that the Committee adopt the Statement of
Primary Intent included within the draft report of Kaufmann and Goble Associates.

While I believe it is appropriate that the State Retirement System should have a mission statement or
explicit policy directive, established by the Legislature, to assist the Board and the employees of the System
in understanding its long-term objectives, I do not feel that the statement of "Primary Intent” contained
within the Report is in the appropriate form.

First, the statement includes a number of subjects clearly beyond the responsibility or purview of the
retirement system. For example, the development of an appropriate total compensation package for public
employees covered by the retirement system is a shared responsibility of the executive and legislative
branches within each of the individual political subdivisions employing individuals within the System.
Furthermore, the comparability of those jurisdictions’ employment compensation to that of other

organizations, while a laudable goal, is certainly not an issue of primary concern or relevance to the
retirement system.

Second, the responsibility for the establishment of retirement system policy is vested in the Arizona
Legislature as the representatives of both the active and retired employees as well as the taxpayers of the
State of Arizona. To the extent that the conditions and circumstances surrounding the retirement system
changeover time, the goals and objectives of the system may be modified by the Legislature to meet such

changing circumstances. This is an entirely appropriate exercise of legislative prerogative and should not be
unduly impeded.

In summary, while the overall concept of a mission statement for the retirement system is useful, the
proposed "Statement of Primary Intent"is over-reaching and contains a number of significant long-term
commitments that should be more thoroughly discussed and considered prior to their adoption.

Sincerely,

-~ Alan E. Maguir P

Vice President

AEM/cm

Two North Central Avenue, Suite 1900 ¢ Phoenix, Arizona 85004 ¢ (602) 257-7770
Member New York Stock Exchange, Inc.
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RAUSCHER PIERCE REFSNES, INC.

January 8, 1991

Representative Jane Dee Hull, Co-Chairman

Senator Doug Todd, Co-Chairman

Members Legislative Council Study Committee
on the Arizona State Retirement System

Dear Fellow Committee Members:

At our December 5, 1990 meeting, it was proposed that the Committee adopt the Definition of the
Trust Fund Nature of the Arizona State Retirement System included within the draft report of Kaufmann
and Goble Associates.

Although the apparent motivation for the proposed statement -- that the permanent funds of the
retirement system should not be casually redirected for other purposes -- is appropriate, the proposed
statement should be carefully reworded prior to its adoption.

First, the statement fails to recognize that the permanent funds of the retirement system serve not
only as a "trust fund” for the employee and employers covered by the System, but also for the taxpayers of
those political subdivisions. All covered employees are guaranteed a fixed benefit, by statute, regardless of
the availability of monies within the retirement system is permanent funds. The liability for meeting that
defined, fixed benefit obligation ultimately rests with the taxpayers of the State and its political subdivisions.
The contributions paid into the permanent funds serve to protect future taxpayers from this significant

liability.
Second, it is unclear what, if any, effect changing the permanent funds of the retirement system into a

"trust fund” would have. Without a complete understanding of the implications of such an action, it should
not be recommended by our committee.

In summary, while I recognize the underlying motivation for the proposed language, I cannot support
it in its present form.

Sincerely,

Alan E. Maguir ﬁ

Vice Preside
AEM/cm

Two North Central Avenue, Suite 1900 ¢ Phoenix, Arizona 85004 ¢ (602) 257-7770
Member New York Stock Exchange, Inc.



