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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.

Dr. Richard Smith
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'Mr. Lowell Sutton

Senator Hill

Senator Osborn

Senator Mawhinney

Representative Cajero

Representative Wessel ./
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BACKGROUND

Laws, 1989, Chapter 310, provided for the establishment of a fifteen member study committee
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. ASRS's current benefit structure, compared to benefits provided by other states'
retirement systems and private pension systems.

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

3. The sufficiency of the statutes relating to the Arizona State Retirement System and Plan
and whether 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 increases for retired persons.

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

7. 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.

8. 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.

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

11. The feasibility of increasing 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.
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COMMITI'EE 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 Wyatt Company presented an analysis of
ASRS retiree spendable income. The analysis compared the spendable income ofstate 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 Gal/ison, 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 Gal/ison concluded that ASRS compared favorably with
other states' pension plans. The meeting concluded with Mr. Gal/ison and several other
members of the audience presenting their respective "wish lists" for proposed legislation during
the 1990 legislative session.

December II. 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 ofArizona (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 smootherprogram 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 retiree health benefit
program is (after a "bumpy" start) working well. Concerns over retirees having to change
insurance caniers, in general, and concerns 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
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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:

1. 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 concerning this
recommendation would not be necessary since she and President Usdane can reappoint
the committee on their own motion.)

,

2. 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)J.

3. 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 ofretiree 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 turn
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

Recommendations

Committee Action: Adopted.

Committee Action: Did not adopt.

EXAMINE THE CURRENTBENEFITSTRUCTURE OF THE SYSTEMAND
COMPARE IT TO THOSE BENEFITS PROVIDED BY OTHER STATE
RETIREMENT SYSTEMS AND PRIVATE PENSION SYSTEMS

ITEM 1:

4. 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.

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

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

Committee 4ction: Adopted. (Note, however, that the reference to Figure 1 is as
amended pursuant to Michael Carter's comments.)

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

2. The definition of the Trost Fund Nature of the Arizona State Retirement System
presented in Figure 3 [of the consultants' final report] should be incorporated into State
Statutes.

3. 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].

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

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.

I
I
I
I
I
I
I
I
I:
l
I
I
I
I
I
I
I
I
I



Recommendations

Committee Action: Adopted.

Committee Action: Adopted.

Committee Action: Adopted.

EXAMINE THE COMPOSITION, FUNCTION AND EFFECTIVENESS OF
THE ARIZONA STATE RETIREMENT SYSTEM BOARD AND THE
INVESTMENT ADVISORY COUNCIL

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

Committee Action: Adopted.

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

ITEM 4:

7. The RetirementBoard should institute an aggressivepublic information/relationsprogram
designed to bring about a greater awareness among employees, retirees, employers and
Legislators...ofthe excellence ofthe Arizona State Retirement System and its outstanding
retirement benefits as compared to other public pension plans and the private sector.

Committee Action: Adopted.

Committee Action: Adopted.

4. 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).

3. 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.

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.
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5. 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.

6. 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.

7. The Retirement Board should institute aforma~ on-goingprofessional 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 Action: Adopted, but amended to also include advisory members of the
board.

8. The Retirement Board, and the Director ofthe 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 ofthe Arizona
State Retirement System.

Committee Action: Adopted.

Additional recommendations adopted by the study committee pertaininr 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.

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



Recommendations

Committee Action: Accepted for further study.

Committee Action: Accepted for further study.

Commitke Action: Accepted for further study.

EXAMINE THE POLICIES REGARDING POST RETIREMENT BENEFIT
INCREASES FOR RETIRED PERSONS

ITEM 5:

Committee Action: Accepted for further study (as to cost implications) and amended
as follows: the words "to usingpart ofthe initial funding capacity ofthe Post Retirement
Benefit Enhancement Dedicated Trust Fund" were deleted.

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

Committee Action: Accepted for further study.

2. The Post-Retirement Benefit Enhancement Dedicated Trost 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.

3. Statutorily require that future Post-Retirement Benefit Enhancements be granted only
if they can be funded via the Post-Retirement Benefit Enhancement Dedicated Trost
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 Trost Fund.

Commitke Action: Accepted for further study.

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

5. 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.

6. Statutorily prohibit future Post-Retirement Benefit Enhancements from being provided
on an equa~ across the board, lump-sum dollar amount basis; and require that such
Post-Retirement Benefit Enhancements be based upon a percentage ofretirement benefit
amount, or reflect years ofservice credit such as providing a fixed dollar amount peryear
of service.
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Recommendations

Recommendations

Committee Action: Adopted.

Committee Action: Accepted for further study.

EXAMINE THE POLICIES REGARDING EARLY RETIREMENT
INCENTIVES WITH A PARTICULAR EXAMINATION ON THE
FEASIBILI1Y OF IMPLEMENTING A CORRESPONDING ACTUARIAL
REDUCTION IN BENEFITS

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

Committee Action: Adopted, but amended to incorporate Michael Carter's comments
concerning 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.)

Committee Action: Adopted, but amended as follows: the words "statutorily prohibited"
were replaced with "discouraged."

ITEM 6:

7. Statutorily provide that future Post-Retirement Benefit Enhancements be granted only
as a percentage ofthe 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.

ITEM 7:

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

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.

1. The Arizona State Retirement System Primaa' Funding Objectives presented in Figure
2 [of the consultants' final report] should be incorporated into State Statutes.
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2.

3.

4.

5.

6.

Statutorily establish the objective ofmaintaining the Arizona State Retirement System's
Actuarial Value Fundin~ 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 ofthe Actuarial
Value Fundin~ Ratio's 1.05 funding level be annually transfen-ed from the primary
Retirement Fund's assets into the Post-Retirement Benefit Enhancement Dedicated TnlSt
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.



Recommendations

Committee Action: Adopted.

Committee Action: Adopted.

Committee Actfon: Accepted for further study.

EXAMINE THE PRESENTINVESTMENT 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

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% ofitself, 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: Adopted.

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

2. Concu"ent with the statutory implementation of this Report's recommendations,
consideration should be given to complete recodification and simplification ofthe present
retirement statutes.

ITEM 9:

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
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.

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

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 purpose to be paid from
the Administration Account of the Arizona State Retirement System.
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Attachment A - Laws 1989, Chapter 310
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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



ATTACHMENT A

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 COVERAG~

PRESCRIBING ELIGIBILITY OF UNIVERSITY EMPLOYEES FOR HEALTH AND ACCIDE~

INSURANCE; PRESCRIBING CHANGE IN CALCULATION OF TOTAL EMPLOYE~

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 SURVIVING
SPOUSES' PENSIONS PREVIOUSLY TERMINATED BY REMARRIAGE; PRESCRIBING PAYMENT
AMOUNTS; PROVIDING FOR TRANSFER OF CREDITED SERVICE BETWEEN RETIREMENT
FUNDS UPON CHANGE OF EMPLOYMENT; PROVIDING 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 ACERTAIN 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 RECEIVING RETIREMENT BENEFITS ON
OR BEFORE ACERTAIN 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
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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 stat~

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.

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

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

7. 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.

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 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.

I
~

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I



I
•

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

9. Th~ present investment guidelines of the system with a P011Cy
goal of provlding 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
pensions received by retired members of the Arizona state retirement
system.

11. The feasibility of increasing 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 legislature sha~l appropriate necessary
monies to reimburse the legislative 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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ATTACHMENT B

RICHARD SMITH, Chairman of the Department of Fi nance at Ari zona State
University, stated he was involved in a market valuation study of the
State Retirement Plan last spring.

MINUTES OF

THE LEGISLATIVE COUNCIL STUDY COMMITTEE
TO EVALUATE THE STATE RETIREMENT SYSTEM

Senator Jeff Hill
Senator Jones Osborn
Senator A.V. "Bill" Hardt

MEMBERS PRESENT:

MEMBERS EXCUSED:

Lowell Sutton
Alan Maguire
Ri chard Smith
Will i am Ad1er

Speaker Jane Dee Hull, Co-chair
Representative Nancy Wessel
Representative Susan Gerard

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:

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.
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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 learn 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.

Representat ive Evans asked if the graphs were based on projected un i t
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 expla ined 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 Legi slat ive increases of $40.00 to 3% over the 1ast 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 hoes did not keep up.

Speaker Hull inqui red what percentage of working income ret i rement 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 explained 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,
exp1ained that pri vate sector ret i rement benefi ts in general are lower
than the publ ic sector because private sector plans are generally non­
contributory, the cost being totally the obligation of the employer. He
poi nted out another reason for lower benefi ts in the pri vate 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 Ari zona program, as is typi ca1 wi th other states, fi ve 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 al so moved to as-year
vesting provision.

ED GALLISON, Di rector of the State Retirement Syst., exp1ained 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 Legislature 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 Adv;sory 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 - 1iabi1 ity problem; consider how
other states address it.

9. Procurement Code - possible exemption.

Mr. Ga11ison, in summary, stated that as far as benefits go, Arizona does
not compare favorably with other states, however, looking 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. Ga11ison 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 people who fell through the cracks.
Mr. Ga11ison 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. Ga11ison 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. Ga11ison said they are still
count ing, but he woul d guess by the end of the wi ndow, November 15,
between 3,500 and 4,000 would retire out of 8,500 eligible. In response
to Representative Wessel, he added that the majority of them were school
teachers.

Senator Hardt asked Mr. Gallison if he had changed his mind about the
fi xed contri but ion. Mr . Gall i son 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
contri but ion rate woul d be affected if a11 of those were dropped and a
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permanent actuarial funded COLA were inst i tuted. Mr. Gall i son 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 Chai~n 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
ret i rement sect ion was a contractual agreement that thei r 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.

Representat ive Wessel quest ioned Ms. Krause I s rat iona1e for want ing 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 poi nted out that employees want to work
longer these days.

Speaker Hull adjourned the meeting at 12:00 noon.

Ros tta B. Cutty
Committee Secretary
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ATTACHMENT C

Minutes of the

LEGISLATIVE COUNCIL STUDY COMMITTEE
TO EVALUATE THE STATE RETIREMENT SYSTEM

Representative Cajero
Representative Evans
Representative Gerard
Representative Wessel
Co-chairman Hull

Others Present

Members Absent

Members Present

Senator Osborn
Senator Hardt
Co-chairman Todd

Wi 11 iam Adl er
Darrell Guy
Alan Maguire
Richard Smith

Senator Hill
Senator Mawhinney
Lowe11 Sutton

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.

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

December 11, 1989
Senate Hearing Room 2

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, S8 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 pla~. Also introduced in the House of Representatives was a
companion bill to S8 1235. Mr. Gallison explained that during this time, the
Department of Administration (DOA) was receiving bids for group insurance plans

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

(See attached sign-in sheet)
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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, S8 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 565 a month.

Mr. Gallison further explained that with the passage of S8 1235 (Laws 1988,
Chapter 277), it was understood they woul d be looking at that "fami 1y 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 S8 1235, H8 2143 was introduced that provided assistance for financing
premi ums for dependents. Mr. Gall i son gave the fi gures for the compani on
benefits and stated that the benefits were designed to "hold harmless" the
retirees from the rapidly increasing health insurance premiums. After the
passage of H8 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
little 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 el igible 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 low. 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
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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 payi ng the amount that is due. Mr. Galli son emphas ized 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.



Mr. Bodaken noted that the rate increase that FHP offered for the ret i ree
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 concluded 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.

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 Ari zona's most recent open enrollment, 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 di stri buted to the Commi ttee
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 enrollment for the retirees. Mr. Bodaken stated that
at the request of DOA, the enrollment peri od 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.
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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.

Speaker Hull made a motion that pursuant to section 38-431.02, subsection 0,
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.

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 ret i rees opted out of the program, wi th the poss ibil ity 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.
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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 S8 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
bas is. Speaker Hull stated that a suggest ion has been made to attach an
actuarial statement to legislation if it relates to retirement.

Spealeer Hull made a motion that the Study Commi ttee to Evaluate the State
Retirement System recommend to Legislative Council that the Committee contract
wi th Kaufmann & Gobl e to perform the actuari a1 worle. 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 l 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 l 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 sliding 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.



The meeting adjourned at 11:50 a.m.

(Attachments on file with original minutes)

Respectfully submitted,

~~~~~
Charmion Billingt~n, Se~r1tary

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.
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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).

Representat i ve 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.

Legislative Council Study Committee
to Evaluate the State Retirement System
December II, 1989
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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 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.

&(05 t~~
)-u- e-(.L- !~/ CjD

Representative Carmen Cajero
Representative Henry Evans
Representative Susan Gerard
Representative Nancy Wessel
Speaker Jane Dee Hull, Co-chairman

Minutes of

ATTACHMENT D

Members Absent

Senator A.V. "Bill" Hardt
Senator Jeff Hill
Senator Jones Osborn
Senator Doug Todd, Co-chairman

William Adler
Darrell Guy
Alan Maguire
Ri chard Smith
Lowe 11 Sutton

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 1.2. 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.
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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
woul d be more appropriate for the DOC probl em to be addressed ina pi ece 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 t,hat 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 liability 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
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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 Senator 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, Legisl athe 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.
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1

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

MINUTES OF MEETING
LEGISLATIVE COUNCIL STUDY COMMITTEE

TO EVALUATE THE STATE RETIREMENT SYSTEM
December 5, 1990

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, Le., 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.

Members absent:
Senator Mawhinney
Senator Hardt
Representative Wessel
Representative Cajero
Senator Osborn

Mr. Sutton
Mr. Maguire
Mr. Smith
Mr. Guy
Mr. Adler

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.

Members present:
Senator Hill
Representative Gerard
Representative Evans
Senator Todd
Speaker Hull
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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.
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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 (\f 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-employercontributions, roughly
40-30-3~.

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 payout 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 flSCalliability 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, Le., 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.

5



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 defmed 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?
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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
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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
recomme-ndations 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 dermed 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 flrDl
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. Ifyou 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 a.d 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 particular
recommendation.

Recommendation #3. Mr. Evans moved that recommendation #3 be
adopted. Senator Todd 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 fmal 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 agreed that qualifications 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 7:

Recommendation #1: Senator Todd 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.

Recommendation #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.
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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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Management Summary

• To incorporate into State Statutes, a definition of the Primary Intent of the Arizona
State Retirement System.
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ACTUARIES AND CONSULTANTS

Assoc;a~es

Kaufmann and Gabie

Dear Representative Hull and Senator Todd:

ROridid ,4" GO[)(E'

Sidne:,,' T. KdL:rmdl1n

Paul J. PUtlCO

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

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

• Presents a review and discussion of the Findings associated with each
Recommendation.

Shnply stated, we have made a number of important recommendations. These
recommendatlons are Intended to achieve the followmg strategic objec11ves:

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

Legislative Council Study Committee
on the Arizona State Retirement System
Capitol Building, House Wmg
Phoenix, AZ 85007

Representative Jane Dee Hull
Co-chainnan

and
Senator Doug Todd
Co-chainnan

April 30, 1990
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• To incorporate into State Statutes, a definition of the Trost Fund Nature of the Arizona
State Retirement System.

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

• 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.

• To incorporate into State Statutes, the Post-Retirement Benefit Enhancement Trost
Fund concept to provide a self-perpetuating and self-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 of current unfunded benefit enhancements upon future employees.

• 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.

• 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.

• 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 long-range
affordability to members and employers of all retirement plan and benefits
enhancements.

• To foster, 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 ofthe concept of employing alternative forms
of employee benefit programs which would reduce the ultimate burden to the
taxpayer.

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

We derived this composite ranking by using a IIrank 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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Corydon D. Hurtado, Ph.D.
President
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• 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 salmy being actuarily 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 actuarily graded up to that
amount.

~T~
Sidney T. Kaufmann, F.SA.
President

Sincerely yours,

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. TherI, grant the reqa.ests when approprlate, but
have the courage to say 1Izlo·, when the requests are too costly or unwarranted.

We will be pleased to answer any questions which may arise regarding the contents of
this Report.

KAUFMANN AND COBLE ASSOCIATES

The retirement benefits factors we "rank scorecf for this analysis are:
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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 incorporated into State Statutes.

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

3. 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).

4. 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.

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

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

7. 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.
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1.2 findings

We prepared a "rank scoringl' 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 RetiretT,1ent 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 beneftls 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 aetuarially 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 aetuarially 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 4-4 and 4-5.

The Arizona State Retirement System's employer contrbutlon 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 retlrem.ent formula percentage
multiplier equals or exceeds about 77% of the suNeyed public employees
retirement systems. Further this percentage multplier is about 11 % more
than the overall average for the surveyed retirement systems, but is about

2
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25% less than the maximum percentage multplier. This analysis is found in
Appendix 4, page 4-8.

In order to examine the 8costJbeneftrl of the retirement beneftt amount
provided by the Arizona State Retirement System, we calculated the dollars
per member and· employer contribution rate for the surveyed public
employees retirement systems. This IIcost/benefir' 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

SALARY POPULATION DATA AVERAGE
SALARY

Private Employers t $ 26,892

Public Employers I 26,448

ASRS Active Members' Salary In 1989' 24,057

State of Arizona-state Agencies ' 23,544

Arizona Industry, State & Local Government a 22,022

AriZona Industry (without government) a 21,946

Retail and Wholeaale Trade a 14,239

Overall Average AnnUal Salary $ 22.735

Footnotee:
1. AriZona Joint Governmental Selary and Benellt8 SlI'Vey 1989.
2- Valley National BanIc-statl8tical R8IItew 1989
3- Arizona Department of Economic .Seourlt.y-AnnUal Planning Information 1989-

1990
4. The Wyatt. Company's 1989 Actuarial Valuation Report

On average, annual retirement benefit amount{Le., $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 analysls. 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 nat need to be made to the Arizona State Retirement
System·s present benefitplanandstrueture. 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 supp lemental retirement options.

We believe employees, retirees, employers 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 RetirementBoard 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.

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

RETIREMENT SYSTEM BOARD AND THE INVESTMENT
ADVISORY COUNCIL

2.1 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.

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

3. 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.

4. 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).

5. 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.

6. 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).
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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 purpose to be paid from the Administration Account
of the Arizona State Retirement System.

2.2 Bndings

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.1I

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 Imfesbllent Advisory
Council is a retired person who. for the past year. h. 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.

6
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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 pdsition.

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 particpate in the various professional and trade
organizations which are relevant to the activities of a public employees
retirement system.

Generally, communications between the Legislature 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 Appendbc 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 emp loyees 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 hep 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 fran 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.

Another possible confirming 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.

11'1e 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

8
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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.,

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

PERSONS

3.1 Beeommendatlons

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).

2. The Post-RetirementBenefitEnhancementDedicated Trust Fundconcept
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.

3. 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. .

4. 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.

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

6. 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 benefrt amount, or reflect years
of service credit such as providing a fixed dollar amount per year of
service.

7. 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 .Bodings

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 fulfill in future IIleanll 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 Wyatt Company's December 15,1989 -Arizona State
Retirement System Altemstlves far Actuarial Value ofAssets 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 affordabilily.

This COLA affordabilily 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-RBlirement Benefit Enhancement Dedicated Trust
Fundconcept could provide a self-perpetuating and self-funding mechanism
to provide reasonable and affordable Post-Retirement Benefit Enhan.cements
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 p Ian. We also considered
emp laying the concept of using realized net income above the actuarially
assumed investment return rate to fund Post-Retirement Benefit
Enhancements. These· various alternatives were discarded because we
believe our recommended Post-RBlirementBenstit 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-Retirement 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. Coosequently, we believe the statutes
should be amended to provide for a single, rcUing 15 year amortization
period.

Of course, implementing the Post-Retirement Benefit Enhancement
Dedicated Trust Fund concept would mean that. the general Public
Employees' RBlirement 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 BenefitEnhancements...withoutcontinued Legislative intervention.
By continually projecting the funding capacity of the fund, the issue of
affordabilily 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-RBlirement Benstit Enhancement Dedicated
Trust Fund is its robustness in the face of uncertain inflation and investment
return. If 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 fulfilled 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 ArlzmB State RBlirfJment 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 princp les, the Legislature will have a baseline
from which they can make better legislative decisions, and can respond
more apprq:Jriately 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 g1ve consideration to the concepts of moral
obligation to the members and equity in awarding Post-Retirement Benefit
Enhancements.

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

• Should the 1.2% and 1.5% percentage multiplier factor retirees' retirement 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 Mure 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 "inflationl

• 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 aetualloss 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 CPI 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 q:Jinion, 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' beneftts 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 Initial Increase in the retiree payroll would
be about $&48,000 per month O.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 to
implement some, or all, of this estimated adjustment.

Figure 4 presents the projected retirement benefits payments as discussed
in The Wyatt Company's uAsset/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)2 x (1.000)1 = (1 +Q3 thus i=2.32%
less/year). As reflected In Figure 4, the COLA's effect upon increasing the
projected total retirement beneftts paymen1s is signiftcant 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 substantialliabllily to which
the State, other employers, and the taxpayers, would be exposed should a
statutory, automatic COLA be Implemented.

We have developed four altemative projected estimates for how many years
the Post-RetlrementBenefitEnhancementDedicatedTrust Fund~lnitial $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
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as the baseline princpal (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.

15



SECTION 4. ITEM 6: EXAMINE THE POLICIES REGARDING
EARLY RETIREMENT INCENTIVES WITH A PARTICULAR
EXAMINATION ON THE FEASIBILllY 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, ultimately, to the
emplayers and emp loyees.

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 Statement ofPrtnary 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 employee 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
emp layers and emp loyees through increases in the contribution rate.

The aJrrent 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 normal
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 to encourage retention and
continued emp loyment or work force turnover. Of course, the availability of
early retirement can be a positive recruiting factor.

1

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 aetuarially
equivalent to nonnal retirement:

TABLE 2: COMPARISON OF EARLY RETIREMENT FACTORS

RETIREMENT AGE & INTEREST STATUTORY REDUCTIONS
1883 GROUP ANNUnv

MORTALnY TABLE

50 .238 .35

51 .258 .40

52 .282 .45

53 .308 .50

54 .337 .55

55 .370 .60

58 .3408 .85

57 .448 .70

58 .491 .75

59 .541 .80

60 .590 .85

81 .659 .88

62 .729 .91

83 .809 .94

84 .898 .97

65 1.00 1.00

Using Table 2, for exampIe, 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 acbJarlal 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 th is 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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SECl10N 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

5.1 Recommendations

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

2. 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
unanticpated market and investment volatility.

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

4. 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.

5. Statutorily require that the Retirement Board contract for an investigation
of the mortality, disability, service and other experiences of the members
and employers particpating 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.

6. 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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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 :t 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.

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 purpose to be
paid from the Administration Account of the Arizona State Retirement
System.

. 5.2 Eindings

In general, we concluded 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 ArizonaState RetirementSystem's AssetsMtukst Va/uelLiBbilltyFunding
RatIo ranked fifth among the surveyed state retirement systems, and their
ActuariBJ Value Funding Rallo ranked fourth. Essentially, Arizona ranked
higher than 90% of the surveyed state retirement systems who provided this
data for both ofthese ratios (reference Appendix 5).

It is difficult to assess the appropriateness of the acbJariai 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, acbJariai 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
membershp population age and decline, the contribution rate under the
PUC method will· eventually exceed the contribution rate determined under
the EAN method.

It is difficutt to compare the effects upon the overall funding of the Arizona
State Retirement System which resutt 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 1I...no less than 5.49%.. 1' 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 4S years. Furtt1er, the Wyatt Company indicates I'...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.I.

It Is also interesting to note that 75% of· the surveyed state retirement
systems who provided actuarial valuation method data employ the Entry
Age Normal 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 '1nvestment Performance Evaluation
Report for Periods Ending September 30, 19Str indicates that the total fund
performance for the last ten years was linear the median of the universe,
below the index, and ahead of the median Public Fund.I

' 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-yearinvestment 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
emp loyees. It is common for pension funds for the building trades to be
invested in building projects. The funds hep 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 return 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 valuatfons 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 '~sset and
Benefit Valuation of the Arizona State Retirement Plan" prepared by
Professors James A. Booth, Ph.D. and Richard L. Smith, Ph.D.; and the
Wyatt Company's '~ctuarial Valuation as ofJune 30, 1989". However, these
two reports' projected overfundlng based upon the market value of the
Retirement System's assets ranges from $958.9 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.

Another 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 Retirement 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 "ownedII by the present
retirees and long-time active members...all of whose contributions have
materially contributed to the present overfunded condition. If this concept
is accepted, then our recommended approach for funding the Post­
RBtlrement 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 llownedll 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 because 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
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$1.8 billion dollars in market value (Le., a loss of about 25%). A decline in
the v~lue 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
''Assef/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 wtthin the realm of statistical probability is
astonishing. If 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 etther 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% emplayer funding of the Arizona State
Retirement System...we are not proponents of etther of these funding
approaches. We are recommending that these sbJdies be made in
response to questions and issues which were mentioned during our Study
work.
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SECTION 8. 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,

8.1 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.

8.2 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 fett.
Further, it Is reasonable to expect 1hm 1he investment policy of the
Investment Advisory Council WClJId mast Ikely not result in foreign
investmems exceeding the recommended 25% threshold.

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 resutting from anticpated 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 imp lementation of this Report's recommendations will further
comp Iicate these statutes. Consequently, we believe now is the time to
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SECTION 7: SUMMARY OF THE DATA COLLECTION
AND ANALYSIS PROCESS

7.1 External Data Collection and Analysis

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 O.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 analytlcalfonnats. 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 GanposlteRanking 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.
.,

- Employer 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 multiplier factor used to calculate benefits.

We also prepared a comparative analysis and ranking of the DoHsrs of
BenBfils Per Percent of Member Cartributlon Rste, and the DoHsrs of
BenBfils Per Percent of Employer Cartributlon Rate for the surveyed state
pUblic employees retirement systems.

The detailed Composite Ranking and the associated retirement benefits
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/Liability Funding Ratio.

We believe a more relative. comparative measure of funding status is
achieved by our Assets Market ValuelUablllly 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 fer the surveyed retirement
systems per member and per staff positlon...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 p resented 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 Illinois,
Wisconsin, Oregon and Washington. However, we found no state where,
as in Arizona, the separate investment management function is dedialted
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 comp leted surveys. While this data is useful and is generally
indicative of the private sector Pension plan environment, it is not sufficient
to form conclusive flndings. Consequently, we have supplemented this
survey data with summary data obtained from the Arizona State Personnel
Division's "Joint Governmental Salary and Benefits Survey.11 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 Data Collection and Analysi§

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).

- Struq1:ured 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
Benefit Enhancement Dedicated TIUSt Fund concept (reference Appendix
9). This analysis summarized 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
benefrt, 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 Hlustrate the expected
life of the Post-Retirement Benefit Enhancement DedicBled TIUSt Fund
(reference Appendix 10 page 10-15 through 10-22). The major
comp Iication arose from the assumption that when a Post-RetirementBenefit
Enhancement is given a liability results for the life of the recpient 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 surplus is expended. After that, no new Post-RetirementBenefit
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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:

- Arizona State Retirement Plan - 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 hepful 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. 'It is tfie poB.c.y oftIie J7triz01ULState Legisfature tIiat tIie prbtuIty
intent of tfie J7trizOlUL State $!.tirement System is to:

a. rterUit atuirt:ItIin empfogees of tIie 6.iptpossiD' tJUIlIity.
6. contri6ute. towartlpr{Y()U£ing a ttJttIicompensotion pae/(gat.

tIiat is 8enmd1iJ etJUirhIIent to comptII'IIfJ' empfogmmt in
otfier puEB.c. arul private organizations in tIie State of
J7trizOlUZ.

c. pr(Y()itk a retit'mImt sgstem atui fISSOCitI#tl retit'mImt
6eMjitswlii&.wi((~~empfogmmtatt1TlCtitlJt.
to tJUIlIiftd empfogees arul wliic.li wi((~ tMse
empfogees to retIUIin. in8tJ'1Jt.1'11me11set'IJiufor sur.Ii periods
oftime as to pr{Y()itk tIie puEB.c. empfogerfuIl6enefit of tIie
training arul e((JJe:rience gainetl fJg tliese empfogees.

ri. pr{Y()itk an ortferfy metliotiofprottUJtlnJJ atui1IUIinbIin.inJ/ (l.

n¥Jli ferJt.I Dj set'IJiu to tIie puD/U; tlirougli an equitafJfe
separation proc.etfure wliic/i is avaifaDfe to empfogees at
retirement or upon 6ecoming WaDferi.

3. (jenerafljjJ tIie intent of tIie J7trizOlUL State $!.tirernentSystem is
!J(fYr to meet ltJ011' of a memfJers post-".tb-ement iIIt;onu
requirements.

Figure - 1
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FIGURE 2

ARIZONA STATE REl1REMENT SYSTEM
PRIMARY FUNQING OBJECllVES

1. t](eep empfoger am! empfogee contriDution raIU at tIie IimJest
p0ssi6' faJe( while simu1tone.ausfg prwitfing for tIie 1IUI;(Jmum
JJossi6' mum. on. inttJutment, am! maintaining an imJtstment
portfolio of tIie nitJliatJJossi6'~

2. Maintain tIie JlctuIItiII{11. !FUtU!Jna !Jtatio at 1.05 (Jf~

am£, if tIie fwuling ratio iufines to fess than 1.05, to prwUk for
its reaching 1.05 in not fess than 10 gears from tIie late itJeff
oetiYw 1.05.

3. Meet flU rfI.jitrd tu:bIilrlal tWiIltiu of tIie Y1rizona State
~tirement System through investment fUtivitg whi&. is
consistmt 'IJJitIi. flU pruJIent 1IUJII, rui am! whi&. meets otIie:r
requirements of Y1rizona State raw am! tIie investment
11UlnI1fJement po{U;ies of tIie 'investment 5Uvisorg C(}UfU;il.

Figure - 2



FIGURE 3

DEFINITION OF THE TRUST FUND NA1lJRE OF THE
ARIZONA STAlE RETIREMENT SYSlEM,

1. 1t is tIie po&y oftIie J71.rizonaState .£egisfature tIiat tIie J71.rizona
State ~tirement SystemJs !fJuj/u; t£mpfogtter~ tT11ISI:
!FUN! is a trust fUN! estafJfislid to afftmi 11# opt:lttuIm tIetJtu of
secutity to tIie Tnem6er empfogees of tfie State aJUf its pofiticaf
suDtfivisions. fJ1ie m.onies aJUf otIier assets of tIie J71.rizona State
~tirement SystemJs N/U; t£mpfogtter~ tT11ISI: !Funti
sliaf( not De usetl or appropriated for a:ny purpose wliidi is
itu:ompatibfe witli tfie Jl.tUOII4 SftIte~ System
Sttztement of1.ntent.

2. On tIie late tIiat tliis po&y is impfementeli, tIie ~tirement

fJJoara sliaf{ tIeposit alI1IUJIIJu filii! otIier IISSdS of tIie Jtrizona
State ~tirement System into tIie J71.rizona State ~tirement

SystemJs !fJuj/u; t£mpfogtter~ tT11ISI: !FUN!

3. J71.{(jwufs reuivetl Dy tIie J71.rizona State ~tirement System as
empfoger filii! empl'ogu contrl6utions sliaf{ De tIepositd into tfie
J71.rizonaState ~tirementSystemJs!fJuj/u; t£mpfogtter~

tT11ISI: !FUN!

Figure - 3

I
I
I
I
I
I
I
I
,I

I
I,
I
,I
I
I
I
I
I



I
I
I
I,
I
I
I
I,

I
I
I
I

"I
I
I
I
I

FIGURE 4

PROJEClED RETlREMENT BENEFITS PAYMENTS
FOR THE NEXT 25 YEARS
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NOTE: 1. The source for this data is the Wyatt Company's "Asset/Liability
Modeling Study for the Arizona State Retirement System" 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.

Figure - 4



FIGURE 5

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

Case One: - The member retired effectNe 1/1/1974­
- The member had 30 years of service.
- The member's final average salary equalled $1,150 per month.
- The initial benefit equals $45O/month (.0125 x 23.5 x $1,150 plus

.015 x 6.5 x $1,150).

YEAR AD-HOC COLA LEGISLATION ACTUAL CPIIN Y20F BENEFIT
BENEFIT PRIOR CPI 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 $4O/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.svc. 760.18 1.1% .55% 615.32

1988 No increase 760.18 4.4% 2.2% 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 $25O/month (.0125 x 2.5 x $1,740 plus

.015 x 7.5 x $1.740)

YEAR AD-HOC COLA LEGISLATION ACTUAL CPIIN %OF BENEFIT
BENEFIT PRIOR CPI 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% 2.4% 263.68

1978 Scale-6% increase 291.50 6.8% 3.0% 271.59

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.svc. 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).

Figure - 6
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FIGURE 6

POST-RE11REMENT BENEFIT ENHANCEMENT DEDICATED
TRUST FUND INCOME DISTRIBU110N CONCEPT

ACTUAL INCOME DISTRIBUTION

Figure - 7
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APPENDIX 1

UST OF OlliER SURVEY DATA SOURCES
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Appendix 1 - 2

The Business Journal, 1989 Book of Usts The Business Journal
Used: - The top 25 Arizona-based 3737 N. Seventh Street, Suite 200

public companies. Phoenix, AZ 85014
- 25 of the largest Maricopa County employers

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

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 Snell

The Wyatt Company

Greenwich Associates
Office Park Eight
Greenwich, CT 06830
Rick Green
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RESOURCE·GENERA~

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 RE11REMENT:

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 Wyatt 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
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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 A. 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

PUBUC EMPLOYEES RE11REMENT SYSTEM SURVEY DATA

CONTENTS:

• Sample Survey Letter

• Retirement Plan Features Data and Administrative Cost Data

• Actuarial Valuation Data - Funding Information

• Actuarial Valuation Data - Valuation Assumptions Information

• Statewide Salary Comparison Data

• Comparison of Various Salary and Retirement Benefits Data

Appendix 2 - 1

I
I
I
I,
I
J
I
I
I
I
I
I,
I
I
I
I
~I

I



I
I
I
I
I
I,

I
I
I
I
I
I
I
I
I
I
I
I
I

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



~~OfJ"YBtJg~()~Fl$1FU:MIi:JIff~~~:·~TIJFlE~.At<if:)~It.j•. 99al't)~1'~>\DAT+99"\Sua--~81.Wl<f
(Page 1 of 3)

: N : CONTRIBUTION RAn! ; ·····BENEFIT AMOUNr'···· : ········COLA·······.: ··········EARLyRET1~ ......... : COORD.wmI

;0 30 YR8. OF lIERYICE - -- No_ SOC.SEC.

RImREMEN1' S'fS1"EM ;T - ~ -.. Ad - 0\lfIDn 0\lfIDn- Pl!RlI T_;E ... ... $15,__ S30.__ ;-. - Hoo V_ No V_ No V_ No V_ No

:8- 5.000 7.570 $lU32 $17._- 7.S30 a.l40 8.578 17.1511- 5.830 a.ZlO U50 lUOl
ARIZONA 3._ 3.82l! 8,578 17.1511
AI....... 5.000 12.000 7.875 15.570
AI....... 0._ 5._ 8.751 13.S02
C_1Ila . : 8.000 13.200 Ul0 lU81
Co_ 8.000 8,500 U38 17.871
Co_ 8.000 25.800 8,578 17.158
e-touI 5.704 II••
0....... 3.000 a.ooo 8.7112 13,583
Florida 0.000 13.1lOO 8.874 13.747
ca_gIa 8.000 13.• 8.788 17.871

ca-. 0.2S0 17.110 8._ 13.SOO

Hawaii 7.BOO 15.000 8.578 17.158- 5.430 8.8110 7.501 15.0031- 8.000 a.510 8,SOI 17.010

1- 4.• 5.117 5.100 10.200

1- 3.000 8.000 4.501 a.OOl

1- 3.000 8.000 4.501 a.OOl

Iowa 7.183 14,328- 4.000 3.070 5.1184 11.728
I<enIIlcky . : a.• 13.105 a.4:l8 18.m
~uoI<y 5.000 7.450 7._ 15.138

LouimN 7.000 10.300 10.723 21,445

LouimN 7.300 12.000 11.023 21.745

MaIne 8.800 17.030 5,878 17.1511

MaIy- 3.0150 18.520 3.431 a.nl
u MDt ... S.1lOO 18.200 10.723 21.445- · . 7.000 10.723 21,445

IoIIoNgan 0.000 8.040 8._ 13.800
101_ 4.800 U80 5,415 10.al0
101_ 3.730 3.1lOO 5.415 10.al0

101-"" 8.SOO a.750 8.4:l8 18.875
101_ a.2OO '.200 8.Q2 17.184
101_ 0.000 a.1lOO 5.704 11••-- 7.044 7.40 7.120 14.240- 1.000 8.417 7,120 14.240- a.l25 a.l25 10.723 21.445

_H--"" · . 5.S80 3.800 7.120 14.240

-~
2.780 14.370_J.,., · . U50 8.870 7.120 14.240-- 7.800 7.800 U75 la.350

_York 3.000 18.700 8.578 17.1511
No. Car_ 8.000 a.350 1.818 13,238

No. D.- 1.750 8.750 5.7:18 11.472
No. D.- 4.000 5.120 1.137 12,274

Olio 8,770 14.000 a,450 18.1lOO
Ohio a.800 13.710 a,007 18,014
0_ 5.SOO 13.200 8.878 17.158
OkJa_ 2.S08 8.000 8.178 17.1511
0_ 8.000 11.300 7.183 14._

~ 5.000 13.220 8.578 17.1511R__

7.SOO 12.100 M38 18.872
So.Caro_ 8.000 7.S80 8.840 11.380
So. Ookala 5.000 5.000 5.825 11.2S0
So.DakoIaIOp«. 8.000 8.000 8.578 17.1511
To_ 0.000 I.ISO 8.137 7,_

T.... ..- 8.000 8,578 17,158
U~... '.000 5.330 8,578 17.1511
u_ 0.000 U80 '.825 13.0150
VA~IL 5.000 8.S511 8.483 13,S80
VormOnl 5.800 7.840
Vormonl 0.S30 10.740 5.825 11.2S0
WaoNngIotM '.000 11.BOO 8.183 18.:lIS

~ '.000 8.280 1,183 1I.:lIS
WOOl V1rginlo 1.000 1.000 8.183 1'.:lIS
W_1n '.000 1.000 8._ 13.728

Wyominll 5.570 5.SIO 8,578 17.1511

;--- ---;
TOTAL 47 22 87 II 87 87 :l8 5 38 5 58 80 2 17 45 12 51

"'1TLSURVl!Yl!D 48.8... 1.3'Mo 45.0'M0 : 7.N a2.1... ae.N 3.2'Mo 27.4'Mo 72.ll'lIl ; la.O'Mo 81.0'M0 :-- 0.000 3.070 $3.431 17._
MAlCIMUIoI a.• 25.800 $11.023 S21.745
A_E 5.1. U02 17,&87 $15.430
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I :N : RETIRED ••••••AeTNE-•••• : ····ADMINI8I'AATION····· : ·"AD_T1IIECOSTDATA_V...•• .:

: 0 : IISIIIR8 -- - - T_

FIEnREIIENT S'lsrEM :T :(...._. (NalDoI."... - T_ - Cool ... Cool ... -- PERI T_: E _.) - .......,..: IIudgoIO"" IIudgoI -- - ...-:.
I - 2lI.118 1011.1141 13,3111._ 13.3111,_ 110 1211.441 137.24:1 1._- 2,_ 4.1. 3.101 1.4011._ 3.az.2OO V 142,07 52,_ -- 4._ 13._ 13." 1.11011._ 5.132.700 34 57.52 53.115 1123

ARIZONA 31." 11._ 83,41' 3,-'314 3,-'314 711 11.. 31.312 1.8SlI- 11.707 48.374 : , 1._.TIIO 12s.o18,_ 40 18.7' 21,448 1._

I - 8.1. 8•• 30.1121 2,122,_ 2,lI23._ 48 42.52 47.183 1,1011

CdomIa : · ZlO._ 547.587 42,824.000 78.8811.000 757 S03 55.833 1.015
Co_ 30.148 58,300 41,_ 8,...221 8.".221 125 11,13 88,234 1._
C_ : · 13._ 32.100 8,130 1.1114.711 1,814.7. 31 33.42 58.541 1.752
~ : · 21.137 58.202 1.500.000 5.500.000 85 71.12 14.701 110, Dela_ : · 8.704 18•• 10.848 1.370.000 1.4411.000 38 37.01 311.125 847- 102,318 1110.817 312,201 8,243,371 11.831,887 2'r1 18.28 40.720 2,-(1__

2lI.8lI2 50.412 71.441 4.2011._ 4.2011._ 88 V.OI 11.001 2,283(1__

13._ 24._ 32.- 1.1lIlO._ 4,_.0441 V V.81 72._ 2,5110Ha_ · : 20.000 50.000 50

I, IcIIIlo 11.344 V._ 18,410 1._.000 5.0!Ili.000 48 30.42 42,222 1._i_
43._ 80.000 20.000 5.Vl.13O 13•••130 103 31.71 51.171 1._1- 32.870 43,_ 31.370 3.418.810 8.0511.410 71 31.71 441.1441 1,5181- 25.'" 43.218 20.842 88U34 88U34 25 10." 37.757 3._1- 31.117 42,_ 83,03lI 5.148.118 5.148.818 48 3,2011- · .

I - : · 31.171 38•• 58.281 2,712,2311 12,_.000 83 2O.2lI 43,0111 2.125
IWnIuoI<y · . 18.5110 31._ 12,058 2.278.000 2,874.000 48 33." 50._ 1.487
IWnIuoI<y 24.327 52,432 38,148 2,248,.' 2,2441••' 70 11.441 32,018 1.148

La-.
LouiIIIna 23,_ 2,443 58.782 1.3011._ 3,2311.831 44 115.18 28.714 1._

I - 21._ 44.848 2,811.181 5.ll3O,2lI2 72 37.12 34.874 830

w.,y- : · 48,811 157,877 22,148 :1.200.000 10.300.000 102 14.07 31.373 2.230- 23,_ 7l1,383 1.482.000 2311.052,000 41 14.11 3lI,418 2,411- · .
IotloIIIgon 21.173 30._ 33,0lIO 2,_.000 2,500.000 18 30.44 131.142 4.488

I
M_M_

12,341 17•• 21,270 1.140,000 3,811.000 38 33.42 48.744 1.".......... 30.021 "434 30.- 3,101.154 3,_.154 73 24.44 52,180 2,1311

..- 21,812 21,- 1.431._ 2,334._ 40 25.73 311._ I,.

..- 10•• 24.131 17.400 8.111._ 17.400 441 ..14 112,200 1.1311

I
...... 1,278 10.131 4•.,1 4311.200 748.120 11 20•• 38.S3lI 1,_...... 8.218 V.181 810.128 810.12l1 17 18.7' 35._ 2,142- 10.as 14." 30.478 1.712,521 1.712,521 37 32,28 48,178 1._

-~ · : 8.301 17•• 17•• 1.181.021 1.181.021 28 V.II 41.070 1._

-.-- 31,442 70.707 42,020

I
-.-- : · 57.101 .,01 112,1V 18.412,000 18.412,000 458 48.71 42,401 113-- It.2S0 21,:\24 18.1_ 1.018.000 1.011.000 28 18.13 38,711 2,021
_Vork : · 221,514 -.. 338,314
No. c.rour. 81.218 148.314 81.001 2,883,117 4,3311._ 100 8.44 25.837 2,718

No. DUota 3,_ 7,4311 2,182 500.073 1._.871 18 38,. 33,- 1101

I
No.OUota 170.874 5.47' 8,_ 1.018.001 :1.878.014 14 5.50 72,_ 13.111
ONo ...-118,7110 102,111 20.843.500 20.843,500 241 71.31 82,837 1,112
ONo 103.148 278.240 12,125._ 13.421•• 231 32.. 54.223 1,_

Oldolloma 23,780 33,000 48,400 1._.000 3,500.000 311 18.11 42,1011 2,111

Oldolloma 13,_ 118._ 40•• 3,203._ 31 5.4.0_
50.487 74._ 40.031 4.400.000 4.400.000 100 28.10 44.000 1._

I "-"Y- 72,374 14.887 44._ 5.132.000 13,820.000 1011 30.42 52._ 1.732

~I- 10.478 14._ 10.278 1.1••000 1._.000 22 33.14 52,_ 1.5110
So.Carolina : · 38,024 114.870 8.000.000 8.000.000 104 28.87 57•• 1••'
SO.O_ 8.S52 17.307 11.442 1.412,7_ 1.412,7110 30 311.41 48.428 1.217

I
So.O_OpL 8.S52 17.307 11.442 1.412,7_ 1.412,711 30 311.41 48.421 1.217
T_ : · 48.811 82,303 83.780 80 2,571
T_ 108,1141 111,784 218,784 7,734.181 18.172,548 302 13.711 25.812 1._
u~... 13._ 48,878 5.012,878 8.138.100
~ 4.042 42.117
VA .......... .. 52.871 148.173 81.121 1,783,500 UIO.820 1011 23.87 82,_ 2,101

I
V.._

2,S3lI 214 8,3311 84.700 1.225.700 8 8.40 11._ 1.4011
V.._

2.433 1.715 5.4011 ••000 2,032._ 8 10.28 12,378 1.204
W~ 22,141 30.700 1,118 3,874._ 78 72.01 52.8SlI 73lI

WUIlinlIIon-l 47.571 441.110 8.701 7.218._ 137 72,07 52.- 731

-VIIvlnIa

I
W_ 70.017 187.8SlI 8._.000 8._.000 112 25.78 42._ I."
Wyoming "'00 311.000 1._.000 13.800,000 II 41.28 100.000 2.422:---
TOTAL 47 22 SII2

,_
3l5.118:

... T1\.SURVEYED 100128 14.48

I ~ 2,_ 214 1,11' SI4.700 117,400 I $5.50 111,S3lI --- 230._ 547.587 338,314 $42,824.000 $42,824.000 757 '142.07 $131.142 13,181
AVl!JWIE 37.241 88.848 52,071 $4.473.541 113.170.878 17 I34.V $48.278 1.887

I
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I
I

NOTES - Member Contribution Rate:

NOTES - Employer Contribution Rate:

C.-PERI:
co...-PERS:
0••_. SlEmp.:

G-,PERI:_ PERS:

MaIy_Sl......:

N.I1timp.Rel.Sye.:

New JeINI' PERI:
s.e..-Rel.:
V..-T_

co...-PER&:
c-.T_
G-uaPERS:
Hawaii PER&:
I..... PERS:-­Ky.T_
MaIy_ ......SVC
una.em_Ret.:
N.Hamp.Rel.Sye.:

New Jener PI!RS:
New York Rel.Sye.:

Tenn.e--A...:
VA..........A••Sye.:

5._010._11113
T_ oretem-Tler I. PIln S_l4llG 8ac._........ ~on....., .; PIln C_on ell Mminge; TIerI~.

3.1*_...OOOtoOASOHI; ...... plueMll_
olcI"-"':'-~._

3.NoI m.... I40.000
_.llls.s._..,5.Non_
4.N"'OABOHI~U'Moon_
5._10 B.73'MIbl'_
4.1* to 800: '.1*on_
o-lS.Mll on_

-........."aquhd
-raquhd
olcI ....... ,2.34M; .-pIln-I7.11'Mo

--....raquhd
5.7Mllol-.I4O.000
-raquhd
-,aquIrad
-,aquhd
Aala,aquhd
-raquhd
-,aquhd
-raquhd
-raquhd

- raquhde--l
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I i··.$t.H3VEY.Qf'·f'tJlll.JQ··.~QA:·.ffll:11RMI;lfl'.•§Y~:·.".AL.UAJ1()f\l.FlJNDlNG.D.ATA.· •• \OATA-COL\S-NCSt~·
VALUftTlON BENEfIT ~ IoWlIlET IoWlIlET :~: UNFUNDED

I
DAn; OllLlllATION VALIJE VALIJE VALIJE VALIJE STA1lJ8

FlEl'.-r lI'fSl'EM FUNDED FUNDBJ- P!RII T_ RATIO RATIO- -- 14.101.000.000 14.718.000.000 14.718.000.000 102._ 102._ 11115.000.0001

I - 0II3ClII7 1.210.008.000 I.Z!I5.OO8.ooo 1.217.158.000 100.ToM 101.2'"' (15.000.0001- _87 1._001.000 1.-'431.000 1.731.1143.000 111._ l1li._ 1.584.000-- 01_ 8,178,-,"0 8,-.zI7." 7.314.711,_ 118._ lCl11.2Mll (5118.748,2241- -- 2,214.1188.000 2,023.l107.ooo 2,082,_.000 l1li.11* 111._ 1114.871.000
Ala.- -- 1121.748,000 1.Z10.201.ooo 1.1111.442.000 121.7.- 130.1'" 1_._.0001

I
C__

_87 41.337.318.211 33.7011.517.• 42.204.318.158 102.11* 81.5... 7.527.800.583
C_ lzr.11/87 7.210.4&4.000 7.0111.ZI5l5.ooo 5.1187.824.000 117.0I'lII 117._ 1111.1l1li.000
C_ -- 7.0lIO.171,000 3._.783.000 4.138.584.000 58._ 5O.7N 3.48Il.412,000
~ 01lI3O/II 5.on .5111.548 2,7tl.832,_ 55.1N 2,_.021.007
DeIll..... -- 1.455.381,400 1._.722.000 1.571.105.824 107._ III.~ 50.-'400

'I
Florida 071_ 27.370.000.000 17.551.000.000 17.1183.000.000 54.~ 54.1'" Il,Bl'.ooo.oooG__ -- 11,1183,433,000 5.nl.4OII.ooo 7.485.588.000 Ba.:m4I 78.~ 1.1lIIZ.024.ooo
Georgia -- 2,7IZ,237.ooo 1.1121.175.000 2,734._.000 l1li._ 111._ 831.082,000
He_
Idaho 07101181 1.7tl.000.000 1.384.400.000 1._.024.024 •.7'" 75._ 433._.0001- -- 10.1lZl.000.000 5.".500.000 7.01515,000.000 54._ 82,_ 4.05Z.500.ooo

I 1- -- 3.7IZ,134•• 2,580.11l8.8441 2,858.1141.1181 78.1,", 58.~ 1.171.1138.4371- -- 4.837.8._ 1.401.5211.138 1.-'551.1117 2II.1~ 28._ 3.435.lI5lI.7231- -- 2.521.0111,241 2,soz.4Zl1,755 2.5113.011.018 108._ IIII.~ 18.5811._-- 01101181 2,727.447.300 2.542._.100 3,184.8111,_ 118.~ 113._ 1••358.200

1/ KanIuoky 0II3ClII7 3,7llt.2IIO.ooo 2,!I8Z,34O.ooo 2,874.437.000 70._ 87._ 1.238.1180.000
KanIuoky - 2,257.Il83,417 2•••833.847 2,540.1150.818 llZ.~ 108.71* (128.870.3501
L.ooIialana
Lo_ -- 3.7IMI••700 2,018.83U3O 53._ 1.7"_.170

M'" -- 2,778.870._ 71l8.758,8 870.515.284 31.3... 28.~ 1.lIn."2,311

I ~ -- 14.142.578.353 1.".580•• 1I,".48Il.847 82,_ 1II.11M 4.273.1181.787

~ 01101181 8.331.000.000 2,870.000.000 2,870.000.000 4z.1m 42.1m 3••'.000.000-IIloNgan 0IlI3018I 3.381,-'000 3.lI83,ooo.000 3,541.000.000 104._ 108.1'" (278.200.0001-I
M_ 0II3ClII7 1,581,501,000 1.518,4lII,000 1.831.357.000 102._ Il$.~ 71.ozz.ooo

M"" -- 5.324.887.000 3,808.283,000 4.208,885,000 71._ 87.7'" 1.715.384.000-M_ 07101181 I.ZI5l5.733,ooo 1.171.828,000 1.230.510.335 17.1'"' l1li.14'" ••108.000-- 07101181 1IlIl.351.743 581.548._ 1120.814.510 82,1~ 58.17'" 438.001.771

I -- 07101181 1l45.738,ZllI 8112,744._ 758,4111.844 10._ 73.~ 252.1III1.lIBO-- -- 3.1138,1111.700 2,837.335._ 2,837.335._ ..- ..- I.ZIlI.358.1oo

- Hampa/llra
0II3ClII7 7tl.307.1. 712,815,1_ 1.047.1lIl2,_ 131.2IM l1li._ 5.811.117

-Jaraar 03131/87 10.15ZZ,530.ooo 7.144.123.871 1.135.ZIlI._ ..- 87._ 3,3n.I05.3211

NawJaraar 03131/87 5.0114.020.000 5.823.478._ 7._.111.275 128._ 111._ 270.543._

I -- -- 2,238,242,000 1.881._.000 1.743.283.112 n._ 74.~ 575.217.000
_York 03131181 34.48Il.000.000 38,508,000.000 111.ToM (4.031.000.0001
No.C.._ lzr.11/87 10.478,234.000 10.1".108.118 10.1".108.1118 117._ 17._ 271.127._
No.C_ 07101181 525.l1li7.000 ••8441.100 412,_.100 78,_ 73._ 140.108.100
No._ 01lI3O/II Z73,2I1.- 314.700.100 347.455.0118 127.1'"' 115.1"" (41.408.5001

I
Ohio 07101181 21 ...,.,4n.000 18,057.321.000 17.507.301.000 71._ 73._ 5.121.1••000
Ohio lzr.11181 15.887.100,000 13.2110.000.000 13.728.700.000 87.... 84._ 2.387.100.000
C_ 07101181 4.108,284.000 1,7111.275.134 1.813,1147.l1li7 44.1"" 43.71* 2,313.007._
0_ -- U52.1111._ U28.531._ 1.328.531._ BO.~ IO.~ 325._.8Il8
0_ lzr.11187 '._000.000 7.8Il8.500.ooo ' •••200.000 100.7'" 12._ 525.500.000

"-'-Y- lzr.11187 7.384.307.000 5.718.513.000 7.378.sn.000 ...- 10._ 187.7Il4.ooo

I
_le_

0II3ClII7 2,327._300 1.284.100._ 1.550.723.000 ..- 54._ 1.052.324.700
sa.C""'_ 0II3ClII7 5.447••.000 4.108.381.000 4.ll38,3\I2,000 78._ 74.~ 1.542.1511,000
5o.C_ -- 1.111.000.000 1.184.515.327 1.383••._ 115.4~ 1l8._ 15.121.573
5o.C_Opt -- 1.181.000.000 1.184.871.327 1.353••._ 115.4~ 1l8._ 15.121.573
T_ 01lI3O/II 7.107.200.000 7.078,000.000 7.710.800.000 108._ ...- 211.200.000

I
T_

~. 1.111.713.000 140.0lIO.000 1lIlZ.830.ooo 83._ 78,_ 281,823.000
U_N_ 1.511.548.000 1.-'0lIO.000 1.587.115.000 104._ 118.11'" 18.551.000
VA.e-tamnL -- 11.778.500.000 5._.800.000 7.157.100.000 10.7'" 5:l.:IZ'" 5.417.700.000
Vat"- -- 334,720._ 274.702,754 274.702.754 82.07'" 82.0m 10.017.701

I
V_ 07101/111 311.812,_ 240.241.700 281.1188.300 81._ 75.1m 71.382,100
W~ -- 5.1n.loo.ooo 3.031.000.000 3.007.800.000 511,1_ 58.71* 2,138,100.000
W~ 1zr.l1181 5.8441._.000 3••'.110.000 3.848.100.000 15._ ..- 1.".410.000
Weal V1r(linia
W_ lzr.11181 14.lIIl4.ooo.ooo 15.031.100.000 15.513.800.000 111._ 100._ (145.100.0001

I
Wyaming 01101181 1.048.n8.ooo 1.141.5IZ.000 101._

:--- -:---
TOTAL 47 ZZ

MINIMUM SZ73.2111._ SZ4O.24I.700 1281.1188.300 2lI.1~ 28.~ 114.031.000.000)

I -- 141.337.318,281 _508,000.000 142.204.318.158 131._ 130.1'" ".811.000.000
A~E $5.ZllI.478.212 ••078.".751 14.870.533.427 87._ BO._ $1.278._.551

I
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: '~NIIANIIUAL'
FORMU.A AWI.PO: __ Sol._.

.. YRS. 1nL_ IIIIJ_

('.-"

5.10
7.48

7.00
5.10

12.00

5.83
7.50

5.20

UO

4.00
e.•
5.50

e.50

e.50

5.00
7.10

e.oo

5.00

e.•

5.10

e.•
e.•
e.•
5.10
e.oo
5.00
5.00
5.00
7.30

7.50

1.00

5••
5.10
1.00
e.oo
e.oo
4.211
4.00

11.00

8.00
e.oo
5.75
5.75
5.211
7.10

5.211
5.10

5.10
e.OO

4.00
12.00
e.21

···BASISIACT'UARIAL••• : VALLIAT10N MElltODOLOGY

VALUATION OF AIIlIEI'8 EI*Y"-
CalI _ ou. PUC _ ou.

"r1 14 23 8
42.~ 21.N 35.... : 20.~

••••••••ACT'UARIAL FlRII·····..·

Goo. a. a_c-._
Wm -HoMon
W -

Tho~co.

GoIIrio!.~. smtih &Co.
GoIIrtot,~. smtih &Co.C_ HetfUItIl & .......

G........ _. smtih &Co.

The~ Co.. _lord, CT

"_&R--.lno.
_ E. seg.I Co.

.._&_.Inc.
a_co_
a_c_
_ E. seg.I Co.

.._&R-.-..lnc.
Goo. B. auck ConI. __

TheWy.aCo.
GoIIrtot, R_. smtih &Co.
Wm.... -

_ E. seg.I Co.

Goo. B. B_e-._
W...... _ .._~-

HalAct_Im_
.._&R--,Inc.

"_&R--.lno.
A. F_H.,. Co.. Inc.

GoIIr.... _. smtih &Co.

Tho Wy.a Co.
a_c--..... Inc.
W. _ Hayw. sa. LaUil

G......._.smtlh&~
-..._&-.
-'''_&_.
_E.seg.I~

a_e--.lna.
a_e-. Ina.
a_c_.lna.
TheWy.aCo.

'NA'
a_eo-. Inc.

_I!. legal C"'-""
_ E. seg.I C"'-""

a_c-...lno.
G....... _. smilll&C",-""

Tho Wyall Co.
W......_ ...Idi__

_&R--.lnc.
HoyIHUQIIIrae-ny
-I!.~~

a_eo-.lno.
Wm -
Wm -
aryan,__.__

ThoWy.aCo.

C & B COIIIUIIIng G.......

C & a COIIIUIIIng G.......
a_c_
B_eo­

_E.~Co.

0_01 tho _Act....,
0_01 tho _ Act....,
G....... R_. smtih &Co.
_1!.~Co.

I
I
I
I
I
I

I
I
I
I
I
I
I
I
I
I
I
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NOTES - Formula 1MI:

NOTES - SIIlary Increaeela88Umpt!one:

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

-­c-.._c-.._1_7_
Muy8M­
"_PERI:
..Im.T_
..__PERI:

~_PERI:

ao.c:..-Rel.:
T_e:-:

_T_-­_T_-­c-..PERS:
c:onr-tiouI PERI:
C-.T_
Q__T___
La_ReI.:
_ReI.:
Muy8M St. ReI.:
...... PERI:
No.D.-Rel.:
OIlloT_
"'__ReI.:

v....-PEFIS:

2.1* for 11110_; 2._'or2nd 10yra.; 2.!ICM_ 2Oyra.
2.1M. y..,. up 10 20: 1._far yean _ 20.

l.:l:I'l'oIflnolavenoge-.ypluoO.IM-..14.300
1.~flratl0y...; '.__10Yra.; 2.11*_10yra.;2.3C*_10yra.

O.IM .... 10 S8lL; 1.1M..... ssa.
1.1* lor 111 10_; 1.~~11110_
1.1* for 111 10yra.; 1.1M~11110yra.
1-711M far 111 30 yra.; 2.1* In _al30y...
1.Nlor 111 lOy" 1.'" for 2nd 10yra.; 3.1* far 21-34yra.; 2.1*_ 3Ilyra.
1._.... 1014.800; 1._.....14._
1.1M 10 SSlL; ._In_ 01 ssa.

1Mal. 20 10 5.7lMt lI.lIIi.
I.awy., for Ilrat5 yra. 01-"'1'_ 5.awy.,_.
e.awy., for flrll5 yra. "'-"'1'_ 5.awy.,__•

5'11 'or InllallDn; Il-3.IM 'or maril.
5.~forln/lalIan;7...._..., ....... ~_...,Jud.far_t.

Aga20-10.N;.25•••~;._1...;.3Il-7.1...;._.5'MI;45 .......I*.
12.00 to 15y..,."'_1oa; 7.1M_.
4-1/"'10 N tar co__..., maril.

1M In/lallon; __ (_on a -I lor _t.

3.1M tar InIIalIon;~ 7.1M - 1* 'or_t.
4.1* for In/IalIan; marl Ie a ......... 'rom 5.1* to 10.1* _ on.lIIi - 20.
5.IM__llIlnIa8y tar InIIalIon; -1I\t.5._1011._ tar maril.

~ 10 '.3'MIIy_ gIIIduMad II\t age lor -.y__1M 'or InIIalIan, ,_10 maril.

1M lor InIIal1an; 4.1M - 8.~ lor mart.
From 10._at. 20 to 4.!ICM alagellli.
.... far InIIalIon; 1*-I._far maril. F_.- Ie eo.~ far _. 48._ forT_
IM far -lion; _far __ dapandlne on_
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STATE OF ARIZONA
: ALL EMPLOYERS : PUBUC EMPLOYERS : PRIVATE EMPLOYERS: STATE OF ARIZONA

: Wghtd. Wghtd. Wghtd. : Wghtd. Wghtd. Wghtd. : Wghtd. Wghtd. Wghtd. : Wghtd. Wghtd. Wghtd.

POSmON: : Avg. Min. Mu. : Avg. Min. Mu. : Avg. Min. Mu. Avg. Min. Mu.
: : : :

Accountant : $2.325 $2.082 $2.700 : $2.231 $2.002 $2,877 : $2.394 $2,140 $2.717 : $1,984 $1,713 $2.592
Accountant Supv : 3.296 3.045 3.828 : 3,421 3.088 3.918 : 3,215 3,030 3.440 : 3.078 2,482 3.728
Accounting Clerk: 1,442 1,288 1,884 : 1,388 1,232 1,888 : 1,485 1,299 1.722 : 1.274 1,155 1,883
Attorney : 3.548 3,133 4.593 : 3.484 1 3,087 4.588 4,452 3,897 4,974 : 3,338 2,880 4,072

Auditor : 2.814 2.455 2,818 : 2.823 2.422 2.923 : 2.808 2,482 2,734 : 2,383 1,853 2,804
Auto.Mechanic : 2,117 1,923 2,320 2,097 1,870 2,353 : 2,139 1,983 2,283 1,788 1.833 2,184
Auto.Serv.Worke : 1.738 1,815 1,883 : 1,849 1,511 1,794 : 1,854 1,752 1.953 : 1,488 1.325 1,909
Auto.Syst.Tralne : 2.120 1.978 2.337 : 2.185 2,052 2.405 : 1,870 1,887 2,075 :
Blomed.8ec.Tec : 2.137 1,927 2,385 : : 2.135 1,991 2,253 :
Bldg.Malnt.Supv : 2.487 2.288 2.711 : 2.403 2,090 2,731 : 2.801 2.511 2,883 : 2,088 1,713 2,592
Budget Analyst : 2.908 2.850 3.232 : 2.796 2.528 3,141 3.110 2,879 3,401 2,878 2,482 3,728
Buyer : 2.271 2.070 2.5n : 2.228 2,011 2.519 : 2,285 2,088 2.598 : 1,805 1,828 2,401

Carpenter (malnt : 2,258 1.997 2,470 : 2.258 1.900 2,491 : 2,255 2.055 2,457 : 1,923 1,833 2,184

Cashier/Office : 1.2n 1,114 1.854 : 1,375 1.257 1,598 : 1,280 1,089 1,883 : 1.094 1,080 1.481
Civil Engr.(reg.) : 3.594 3.029 4,270 : 3.518 3.050 3.9n : 3,783 2,979 4.978 : 3,475 2.970 4.072
Clerical Supvr. : 1,831 1.828 2,288 : 1.788 1,587 2.283 : 1.9n 1,780 2,228 : 1.574 1.418 2,039

Clerk Typist : 1,202 1,085 1.510 : 1,172 1.091 1.507 : 1.274 1,088 1,518 : 1.140 1,080 1,481

Comm. Techn. 2.848 2.328 2.919 : 2.598 2,323 2.885 : 2,743 2,333 3,024 :
Compt.Oper.(Iea : 1,911 1.725 2.187 : 1,888 1.879 2.217 : 1.953 1,785 2,180 : 1,898 1.480 2,184

Comp.Oper8.Mg : 3.985 3,796 4.105 : 3.925 3.888 4.058 : 3,988 3.883 4.130 : 4,093 2.949 4,483

Comp.Programm : 2.381 2,159 2.782 : 2.293 2.170 2.748 : 2.483 2.139 2.843 : 2.319 2,217 3.039
Cook : 1,380 1.222 1.582 : 1.552 1,351 1.723 : 1,275 1,143 1.484 : 1.338 1,155 1,883

Custodial SuPM : 1.704 1,527 1.898 : 1.728 1.534 1,947 : 1,888 1.518 1.811 : 1,548 1,325 1,909

Custodial Worke : 1.220 1,049 1.448 : 1.382 1.159 1,807 : 1.082 927 1.288 : 1.188 1,020 1,399
Data Comm. Tec : 2,258 2.334 2,884 : 2.592 2,343 2.941 : 2.428 2.288 2.585 :
Data EntryOper. : 1.311 1,188 1,557 : 1,278 1,152 1.583 : 1,334 1.178 1,554 : 1.233 1,080 1.481
Data Entry Supvr : 2.103 2.027 2.188 : 2.239 2.128 2,357 : 2.019 1,988 2.052 : 1.988 1,588 2,401

Drafting Tech. : 2.201 1,n8 2.518 : 2.074 1.801 2.385 : 2.311 1.759 2.834 : 1.898 1,588 2,401
Driver : 1.492 1.308 1,851 : 1.804 1,481 1,782 : 1.422 1.212 1.588 : 1,208 1.080 1.481
EDP Director : 4,985 4.982 4,988 : 5.120 5,120 5,120 : 4.903 4.898 4.909 :
EDP ProgJAnaly : 2.855 2.524 3,348 : 2.720 2.445 3.233 : 3,004 2.811 3,471 : 2.720 2.413 3,391
EDP SyIt.Analyst : 2.958 2.855 3,412 : 2.972 2,750 3.322 : 2,948 2,578 3,489 :
EDP Sy8lProg.M : 4.335 4.133 4,547 : 4,238 3,983 4,501 : 4,429 4,278 4,591 : 4.505 3,232 4,892
8ectrlc. (malnt) : 2.873 2,512 2.793 : 2,475 2.078 2.758 : 2,742 2,882 2.808 : 2,025 1,796 2,401
8ectronlc Tech. : 1.949 1,842 2,412 : 2.183 1.892 2,380 : 1,917 1,808 2.418 : 1,480 1.480 2,184
Equipment Oper. : 1,896 1,834 2.084 : 1.908 1.593 2,134 1,888 1,738 1.957 : 1,537 1.239 1.784
Equlp.Shop Sup : 3.089 2.908 3.224 : 2.871 2.525 3.104 : 3,275 3,235 3.328 : 2,823 2,008 3,039
Food Serv. Supv : 1.720 1,818 1.879 : 1,888 1,820 1.817 : 1.738 1.814 1.913 : 1.444 1,239 1,784
Food Serv. Work : 994 831 1.215 : 1,042 841 1,293 : 919 815 1.091 : 1,003 957 1,312
Graphic Artist : 1.883 1.885 2.000 : 1.885 1,729 2,072 : 1,814 1,840 1.972 : 1.884 1,713 2,592
Ground8keeper : 1,413 1,255 1.808 : 1,478 1.301 1,872 : 1,180 1.082 1.388 : 3,120 1,155 1,883
Heat/Aefrig.Mec : 2.402 2.171 2.575 : 2,324 2.078 2,541 : 2,529 2,322 2.832 : 2,008 1,796 2,401
Heavy Equip.Op : 2.347 2.032 2.510 : 2.170 1,885 2.358 : 2,580 2,208 2.885 : 2,128 1.588 2,401
Hvy.Equip.Mech. : 2.509 2,259 2,888 : 2.470 2.118 2,714 : 2.524 2,318 2.847 : 2,229 1.845 2.592
Laborer : 1.507 1,394 1,981 : 1,411 1,279 1,802 : 1,517 1,408 2.000 : 1,396 1,138 1,581
Lab.Technician : 1.538 1.388 1,782 : 1,583 1,392 1.783 : 1.525 1.353 1.793 : 1.555 1,325 1,909
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STATE OF ARIZONA
: ALL EMPLOYERS : PUBUC 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.
: : : :

Legal S8cretary : $1.728 $1.578 $2.024 : $1.742 $1.579 $2.084 : $1.853 $1,573 $1.728 : $1,598 $1,480 $2.184
Wbrarlan : 2.830 1.978 3.284 : 2.841 1.978 3.308 : 2.081 2.081 2.081 : 1,989 1.853 2.804
Wbrary Asllltant : 1.598 1.420 1.831 : 1.580 1.404 1.834 : 1.744 1.712 1.777 : 1,544 1,418 2.03$
Wc.Prac.Nufee : 1.841 use 1.983 : 1.534 ' 1.322 2.025 : 1.855 1.381 1.955 : use 1.155 1,663
Mail Clerk : 1.174 1.079 1.348 : 1,248 1.183 1.478 : 1.128 1,024 2.359 : 1.079 1,020 1.399
Medical Tech. : 2.218 1.858 2.887 : 2.188 1,821 2.837 : 2,224 1,883 2.870 : 1.740 1.588 2.401
Micro-System : : : :

ProgJAnalyst : 2.380 2.258 2._ : 2,288 2.158 2.398 : 2.598 2.453 2.890 :
Nurllng Ae8t. : 1.118 935 1,382 : 1.255 1.001 1.805 : 1.098 928 1.352 : 1,137 1,020 1,399
Offeet Pre.. Ope : 1,814 1.593 2.018 : 1.806 1,454 1.808 : 1.987 1.894 2.188 1,454 1,325 1,909
Painter (maint) : 2.235 1.984 2.448 : 2.151 1,844 2.439 : 2.347 2.170 2.455 : 2.0n 1.795 2.401
Personnel Analy : 2.487 2.308 2.788 : 2.478 2.284 2.831 : 2•• 2.335 2.885 : 2.458 2.209 3.039
Personnel A8st. : 1.808 1.457 1.782 : 1.740 1.554 1,975 : 1.528 1.397 1.883 : 1.580 1.325 1.909
Pharmacist : 3.393 3.021 3.882 : 3.252 2.887 3.722 : 3.418 3.048 3.911 : 2.987 2,413 3.391
Phyllcal Therap8 : 2.849 2.433 2.978 : 3.023 2.921 3.107 : 2.598 2.387 2.958 : 2.319 2.353 3.391
Phy8. Plant Dlr. : 3.718 3.580 3.888 : 3.780 3.581 4.025 : 3.858 3.598 3.714 : 2.829 2,482 3.728
Plumber (maint.) : 2.281 2.013 2.523 : 2.294 1,971 2.821 : 2.280 2.085 2.357 : 1.9n 1.795 2.401
Program Planner : 2.432 2.132 3.033 : 2.458 2.178 2.980 : 2.373 2.029 3.195 : 2.375 2.008 3.039
Pub.lnfo.Ofllcer : 2.491 2,285 2.708 : 2.471 2.221 2.731 : 2.533 2,420 2.854 : 2.1n 1,713 2.582
Purcha8ing Dlr. : 3.843 3.803 4.248 : 4.180 4.112 4.231 : 3.781 3.479 4.250 : 2.987 2.482 3.728
Radiological Tee : 1.948 1.882 2.317 : 1.900 1.720 2.188 : 1.951 1.890 2.327 : 1.815 1.418 2.039
Registered Nur8 : 2.348 1.984 2,949 : 2.283 2.014 2.958 : 2.354 1.981 2.949 : 2.138 1.884 2.582
Respiratory Ther : 1.803 1.598 2.195 : 1.828 1.618 1.794 : 1.809 1,801 2.211 :
safety Ofllcer : 2.978 2.881 3.140 : 2.902 2.nO 3.058 : 3.022 2.915 3.190 :
S8cretary : 1.473 1.282 1.830 : 1.351 1.228 1.744 : 1.828 1.376 1.940 : 1.308 1.213 1,663
S8cur.Off/unarm : 1.390 1,188 1.707 : 1.438 1.311 1.730 : 1.378 1.150 1.700 : 1.290 1.138 1.581
SecyJnon~ict. : 1.497 1.282 1.801 : 1.514 1.303 1.887 : 1.474 1.278 1.710 :
Social Worker : 1.975 1.788 2.533 : 1.920 1.720 2.557 : 2.123 1,894 2.470 : 1.n4 1,588 2.401
Stationary Engr. : 1,922 1.738 2.1n : 1.930 1.705 2,288 : 1,918 1.780 2.093 : 1.858 1.480 2.184
Stock Clerk : 1.394 1.219 1.838 : 1.498 1.345 1,898 : 1,388 1,187 1.824 : 1.183 1.080 1.481
Store8 SUpM. : 2.509 2.457 2.888 : 2.215 2.055 2.388 : 2.872 2.525 2.824 : 2.217 1.853 2.804
SWitchboard Op : 1.191 1.0n 1.385 : 1.258 1.129 1.509 : 1,187 1.058 1.339 : 1.185 1.020 1.399
Training Coord. : : : :

(in-eervlce) : 2.578 2.294 2.905 : 2,479 2.150 2.880 : 2.894 2.488 2.935 : 2.424 2.008 3,039
Welder : 2.533 2.483 2.see : 2.383 2.108 2.531 : 2.555 2.531 2.570 : 2.075 1.795 2.401
WP equip. Oper. : 1.3n 1.258 1.827 : 1.325 1,217 1.825 1.472 1.333 1.249 : 1.290 1.213 1.663

: -- -- -- : -- -- -- : -- -- -- : -- -- --
AVERAGE : $2,108 .1,856 $2,414 : $2,123 $1.938 $2,444 : $2.180 .1,893 $2.434 : '1.882 $1.815 $2.332

Source: Joint Governmental Salary and Benefit8 Survey/Arizona 1989
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APPENDIX 3

PRIVATE PENSION SYSTEMS SURVEY DATA

CONTENTS:

• Sample Survey Letter

• Summary of Survey Data
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KAUFMANN AND GOBLE ASSOCIATES

Appendix 3 - 2

Sincerely,

January 10, 1990

of your Summary Plan Description
All information will, of course,

used only for the Arizona State

Please also enclose a copy
with the completed survey.
be kept confidential and
Retirement System Study.

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

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

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

ATTENTION: ASRS Survey

Mr. Karl Eller
CEO
The Circle K Corporation
1601 N. Seventh Street
Phoenix, AZ 85007

Dear Mr. Eller:

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:

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.
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COMPANY NAME

1.1 01. Bilk. 01 lIZ

Am Coniinonlol Corp.

Am SW MIII.i_.

Amer. W..tAlr_

AT&T

lIZ P_ So",. Co.

Bun-Brown Corp.

CkoloKCorp.

Em....teI Hom.. l.P.
G_B_••

tlonolyw.u Buill....

1nl.ICorp.

._-ToIl....

McDonnoI Doogtooo

MlcroAgel....

~ Dodge COil'.

Remodel....
Somo'lon HeoIth Sonr.
Sl..loooph·. HooIMed Ct,

Sun Slol. S&L AMoc.

Talloy Indue.....

TuceonE'-ctdc Power

UOC-Untn DlNel.

U.S. Wool, I .

V.1oy Noll. COil'.

WHlern 8&L AMoc.

W.A.Kr_' Co.

eve.,. By.lerne. loc.·
Dol E. W_ Coil'.

G.eyhound COil'.
Moto..........

PIn_ Wool Cop Coil'
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:' ··········1YPES OF RETIREMENT RANS······:· "'MEMBERSHlP"" : ············FUND FINAHCEB··..••••••••• : ······RATE OF EMPLOYER CONTRIBUTION······
Non- N....... _ ToIol R.lIr.. Del. DeI.ConIr. Del. DeI._

Del. PnIIlI Q... e-red _ : DoIeal F_ _ ConIr. _aI _ Re_aI

-. 40111rl ~ ESOP _ PIon &lpl &lpl : v_ _ PdJY.. _ e-edPR PIon e-edPR

TOTAL

""OFTOTAL

AVERAGE

2 5 2

14,511 B52 $387,042,850 $25,885,561 3.24% 2.67'M1

STATE PERSONNEL DIVISION SURVEY SUMMARY:

TOTAL/AVERAGE 2
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COIIPANYNAME

: NUMBER ON : "COLA"

: RETIREJolENT :

COMIIITTEE

: V.. No

:' •••••••ACT\IARIAI. VALUATION ASSUMPTION-_--. "'-EnlfyAgo F...... _Rot.
PUC ........ Olbor _ lnL_

•••••••••• :. • ••••• INIIE8TMENr POLICIES' ••••••• : •••ADMINISTRATIVE

"'_: Pr-.a _.--'
8oIoIJ __7 1--_11 r_ "'111.

Inor_ : V.. No Inor. Looo. No.~: fGrV,. _

COSTa-" :' ·······EARLV RET\REMENT"••••••
.......... D__ 0pII0n

,.. V.. No V.. No Voo No_: 1--_11

0'" 100'" :

»
"'0
"'0

~
0­x·
~

~

1.. 1111..... Bilk. of I>Z
Am... ColII_ Cotp.

AIM,. BW Mig. I.......
AIM'.w... Alr_
ATaT
I>Z _ Berv. Co.

Burr-Brown Corp.

CIrcIoKCotp.

Emerald_L.P.
8 .....8 BuIIde,.

tIone)'welI B.. I...

...... Corp.

.......-T•••nc.

McDonnell D.....­
Mlo,oAgo ....

.....-..Dodue Corp.
All..... ,...

samar"n H..ah Serv.

Bl.J........'. HooIMod C"
Sun BIo•• 8&L Aoooc

T.1Io\' 10ld.." ...
Tuceon Electdc~

uDC-unt.t.'...·O'V'I

U.S. W.... Inc.

V.1Io\' N.II Corp.

W....rn S4L AMoc.

W.A.Kr_Co.

eye.r. &rat....., Inc,­
Dol E. W_ Corp.

Q'-rhound Corp.

Motorola Inc.
Pinnoelo Woo. Cop Corp

TOTAL

"'OFTOTAL

AVEfWilE

I

3
11
II

1.3

o 5 3

515,000 4.0ll'll0 $18

523,1110 0.24% $30

$535,rn 0.41% $41
8.25'14> 11._: 1 1 ",'17,000 0.34'" $100

10.44% l,eO"': 1 1 $20,000 0.57% $II

- -- -- -- ---
4 0 1 1 2 0 II 0 5 5 0

100'14> O'MI 25'1' 25'1'
_:

0'MI100'14> 0'" 100'" 100'14> O'MI

8.35'14> 1.05'14> • $1,312,183 1.IN $13
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INVESTMENT POLICIES;

Greyhound Corp.

Motorola

R£11REMEHT COIIMIT1EE:

Due 10 preeenteconomic conditione, do not Invest In real estate.

More alternatives have been ollered In the last eeveral years.

CyCare Systems, Inc.

Greyhound Corp.

Motllfola, Inc.

CyCare.

Appolnted by CEO

Pension Plan Comm. - Chalrman, Chief Financial OIIlcer, VP-Treae.; VP-Dlr. of Bene.; Retired CFO.

Profit Sharing Comm. - Chalrman, Chief Financial OIIloer, Retired CFO, 2 members elected by employees.

Pinnacle West Cap. Corp. CEO, CFO, VP of Human Resources, VP 01 Corpllfate Planning. Benefits Administrator.

EARLY R£11REMEHT FEATURES:»
"'0
"'0
CD
::J
C.x·
CA)

C1I

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
date precedes Normal Retirement Date.
Retirement on or after age 55 but before age 62:
Reduced by 9% plus .4167% for each month that Early
Retirement Date precedes the first day of the month
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: 65-100%; 64=93.3%; 63=86.7%;
62-80.0%; 61=73.3%' 60=66.7%; 59=6.3.%' 58=60.0%; 57=56.7%; 56=53.5%; 55=50.0%.

Pinnacle West 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 33-313 years of service.

OTHER INFORMATION:

·The CyGare plan was instituted in 1989.

- .' - - - .. .. - - - .. - .. .. - .. ,- .....
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APPENDIX 4

PUBUC EMPLOYEES RE11REMENT SYSTEMS BENEFITS
RANKINGS AND ANALYSIS

CONTENTS:

• Rank Scoring Data - Summary of Retirement Systems' Composite Ranking

• Rank Scoring Data - Overall Ranking of Retirement Benefits Factors

• Rank Scoring Data - 30 Year, $15,000 FYS Benefit Amount Ranking

• Rank Scoring Data - 30 Year, $30,000 FYS Benefit Amount Ranking

• Rank Scoring Data - Employer Contribution Rate Ranking

• Rank Scoring Data - Member Contribution Rate Ranking

• Rank Scoring Data - Retirement Formula Percentage Multiplier Ranking

• Rank Scoring Data - Benefit Dollars Per % of Member Contribution

• Rank Scoring Data - Benefit Dollars Per % of Employer Contribution

Appendix 4 - 1



~Qt.4~Y:9fj;\t;'ffl~T:#i~99"'~IJ'E·FWII(J~~ I
; ; REI1REMENT SVSlBlIORTED IV RANK R ; ; NUIIIIER...
; ; A ; ; OFSTATEI

I; ; L N ; ; OVERIUNDER

; ; D. - PI!M T_ K ; ; ARIZONA
; ; ; ;

; ; 4 ARIZONA 1 ; ;

; ; 43 --- 2 ; ; 1
; ; II Wyoming 3 ; ; 2 I; ; 10 UIaIl-C_1Il. 4 ; ; 3
; ; 51 o_ S ; ; 4
; ; 25~ 5 : ; 5
; : 1 -- 7.5 : : 5
; ; 311 - 7.5 ; ; 7

I.. 3 A1utca t : ; 8
; ; 2t Lou_ 10 ; ; t
; : 17 WMI \IlrginIa 11 ; ; 10
; : • WuIIIngIanol 12 : : 11
; ; 2lI M_ 13.5 ; : 12

I; ; 7 Caknill 13.5 ; ; 13
; ; It T_ 15.5 ; ; 14
; ; 55 so.C_ 15.5 ; : 15
: ; 5 "'- 17 ; ; 15
; ; 40

- Hampa/lIre
18 ; ; 17

I; ; 42
-~

18 ; ; 18
; ; 8 Co_ :2Il : ; 18
; ; 54

R__

21 : ; :2Il
: ; 57 SO.DallOlaIOpl. aa ; ; 21
; ; 47 No.Da_ 24 ; : aa

I; ; 53 PeMay- 24 : ; 23
; ; 38 -- 24 ; ; 24
; ; 15 Idaho 25 ; ; 25
; ; 13

a __

27.5 : : 2t
; ; 18 - 27.5 : ; 27

I; ; 2 - 30 ; : 21
: ; 31 MioftIIIan 30 ; ; 2lI
; : 24 K8ftIuoky 30 ; ; 30
; ; 37 -- 33 ; ; 31
; ; 50

0_
33 ; ; 32

I; ; 34 MIaaioafppI 33 ; ; 33
; ; aa - 315.5 ; ; 34

: ; 44 _Vork 315.5 ; ; 315
; ; 11 D._ 37 ; ; 35
; ; 18 W~ 38 ; ; 37
; ; 17 IIIlnoi11 311 ; ; 35 I; ; 58 T_ 40 ; ; 311
; ; 5 "'- 41.5 ; ; 40
; ; 48 Ohio 41.5 ; ; 41
; ; 12 Florida 43 ; ; 42
; ; 12 VA 8<1ppi11mn. 44.8 ; ; 43 I; ; 58 SO. Data.. 44.8 ; ; 44
; ; t C_ ... ; ; ...
; ; 52

0_
47 ; ; ...

; ; 51 Utan-N_ ... ; ; 47
; ; 15 Hawaii 4' ; ; ...

I; ; '8 !Ulnaill 50 ; ; 48
; ; ... No. D.- 81.5 ; ; 50
; ; 45 No.CaroUna 51.5 ; ; 81
; ; 35 M_ 53 ; ; 52
; ; 14 a_8i11 54 ; ; 53

I; ; 18 1- 55 ; ; 54
; ; 32 M_ 51.5 ; ; 55
; ; 20 1- 55.5 ; ; 55
; ; 54 Vannont 58 ; ; 57
; ; 21 MAJyIand It ; ; 58 •.31. :

I; ; ; ;

; ; 10 e- ; ; NOIRA
; ; 21 '- ; ; NOIRA
; ; 23 t<enIuoky ; ; NOIRA
; ; 27 MaIM ; ; NOIRA

I; ; 30 - ; ; NOIRA
; ; 33 M_ ; ; NOIRA
; ; 35 M_I : : NO/RA
; ; 41 N_J__

; ; NOIRA
; ; 48 Ohio ; ; NO/RA
; ; sa Vermont ; ; NOIRA I; ; ; ;

; ; TOTIlIJRANKED 47 aa 58 ; ; 54
; ; ; ;

; ; MINIMUM 1 ; ;

; ; MAXIMUM 58 ; ; I; ; A1IERIo8E 30 ; ;
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.. : : ····CONTRl8U11ON AATE-·· : ········BI!NEfITAMO\JNT"••••••• : AllTO : lIOC. : PERCENTME : : TOTAL : : NUIoIIIER & 'Ill ..

.. : : - e.....,. : 30YRIl 0' BEJMCE : COLA : SEC. : IlU.TIPUER : : 0"_ : O'STA'I1!lI ..

.. : : 'Ill R 'Ill R : 115,_. R --. R : R : R : "ACTOR R : : VALUES : : OVERIUNDER ..

.. L _8'ISTE1i1 : : A A : A A : A : A : A : : : : ARIZONA ..

.. D. - PER8 T_: : N N : N N : N : N : N : : : : ..

.. : : K K : K K : K : K : K : : : : ..

.. : : : : : : : : ..

.. 4 ARIZONA 1 : : um 11 :L_ 3 : IUlII III 117.1. 14 : • : 1 : 2.0a0 • : : !ill : : "

.. 43 -- I : : 7.eoo 31 7.eoo 21 : 1.8711 3 11.3110 4 : 3 : 1 : 2.1110 4 : : 87 : : 1 "

.. 18 Wyomtng 1 : : 5.1170 1. 5._ 10 : I.m III 17,1. 14 : 3 : 1 : 2.oao I : : 70 : : 2 ..

.. 10 U1aIl-C_... 1 : : I.oao 21 5.330 I : 1,578 15 17,158 14 3 : 2 : 2.oao I : : 71 : : 3 ..

.. 51 0_ 1 : : 2.llOI 5 I.oao 23 : iI.578 15 17,158 14 : I : 1 : 2.0a0 I : : 72 : : 4 ..

.. 28~ 1 : : 7.0a0 28 10,_ 31 : 10.723 2 21._ 2 : 2 : 1 : 2.llOO 1 : : 73 : : 5 ..

.. 1 - 1 : : 5,oao 15 7,570 20 : ...32 13 17,284 12 : I : 1 : 2.013 7 : : 74 : : I ..

.. 31 -- 1 : : 1,128 311 1.128 30 : 10.723 2 21._ 2 : 3 : 1 : 2.llOO 1 : : 74 : 7 .,

.. 3 - 1 : : 8.830 28 1.230 33 : 1,Il1O 4 11.301 5 : 2 : 1 : 2.143 5 : : 75 : : I ..

.. 28~ 1 : : 7,_ 28 12.0a0 43 : 11,023 1 21,745 1 : 3 : 1 : 2.llOO 1 : : 78 I "

.. 87 WOIlVirglnla 1 : : I.oao 21 I.oao 11 : 1.1. II 11,_ II : 3 : 1 : 2.oao I : 10 : 10 ..

.. II WMIlInglan-l 1 : : I,oao 21 1.210 12 : 1.1. II 11,_ II : 3 : 1 : 2.oao I : : II : : 11 "

.. 21 - 1 : : 5,_ 20 11.zoo 54 : 10,723 2 21,_ 2 : 3 : 1 : 2.llOO 1 : : 13 12 "

.. 7 CalIIamIa 1 : : I.oao 21 130_ 45 : 1,210 I 18,581 3 : 1 : 2 : 2.411 2 : : 13 13 ..

.. 51 T_ 1 : : UOO Z2 1.0a0 23 : I,m 15 17,158 14 : 2 : 1 : 2.0a0 8 : : 85 : : 14 ..

.. 58 IIo.C........ 1 : : I.oao 21 7.Il1O II : 8._ 11 18,380 17 : I : 1 : 1.820 10 : : 85 : 15 ..

.. I
AI_

l : : 0.400 3 1,400 I : 1.751 27 13,102 28 : 2 : 2 : 1.Il1O II : : 87 : : II "

.. 40 _HllIlpO/IIro 1 : : 5.510 18 3,llOO 2 : 7,120 23 14,240 23 : I 1 : 1.110 15 : : II : 17 "

.. 42 N..J...., 1 : : 2.tllO 7 1.870 18 : 7,120 23 14,240 23 : I : 1 :

L_
IS : II : : 18 "

.. 8 ca_ l : : I.oao 33 8.llOO 28 : U38 10 17,871 10 : 2 : 1 : 1.187 14 115 : : 18 ..

.. 54 R_lelellll 1 : : 7,llOO 21 12.100 44 : 1._ 7 18,872 8 : I : 1 : 2._ 3 81 : : 20 ..

.. 57 110.DeIolIeIOpi. 1 : : 8.0a0 33 8.0a0 23 : 1,578 III 17,158 14 : I : 1 : 2.oao 8 : : 100 : : 21 ..

.. 47 No. 0- 1 : : 4.0a0 12 5.120 7 : 1.137 32 12,274 32 : 2 : 1 : 1.Il1O II 102 : : Z2 "

.. 53~ 1 : : 5.0a0 15 13.220 47 : 8.m 15 17,158 14 : 2 : 1 : 2.0a0 8 102 : : 23 ..

.. 38 ............ 1 : : I.oao 21 1.417 13 : 7,120 23 14.240 23 : I : 1 : 1.110 15 : : 102 : : 24 ..

.. II - 1 : : 5.430 18 8.lIIIO 27 : 7,1101 21 15.003 21 : 3 : 1 : 1.187 14 : : 103 : : 28 ..

.. 13
G1__

1 : : I.oao 21 13.130 48 : 8.718 12 17.571 11 : 3 : 1 : 2.oao 8 : : 104 : : 28 ..
.. II W_ I : : I,oao 21 I.oao 11 : 8." 28 13,728 28 : 3 : 1 : l,eoo 18 : : 104 : : 27 ..
.. 2 - 1 : : 7,530 30 1.140 31 : I,m 15 17,158 14 : 8 : 1 : 2.0a0 8 : : 105 : : 21 "

.. 31 MioIIIgon 1 : : O.oao 1 1.040 24 : 1,750 28 13,llOO 21 : 3 : 1 : l.llOO II : : 105 : : 21 "

.. 24 KenIuDky 1 : : 5.0a0 15 7,_ 17 : 7,_ 20 15,131 20 : 8 : 2 : 1.110 28 : : 105 : : 30 ..

.. 37 -- 1 : : 7,Q44 27 7,_ 18 : 7,120 23 14.240 23 : 1 : 1 : 1.187 14 : : 107 : : 31 ..

.. 110 0_ 1 : : 5.llOO 17 13.200 48 : 8.m 15 17.158 14 : 8 : 1 : 2.oao 8 : : 107 : : 32 ..

.. 34 101"'" 1 : : I.llOO 23 1,750 311 : 1,- 17 11,8711 18 : 3 : 1 : 1.751 11 107 : : 33 "

.. Z2 - 1 : : 4,oao 12 3,070 1 : 5._ 34 11.728 33 : 8 : 1 : 1.400 21 : : 108 : : 34 "

.. 44 _York 1 : : 3ooao 8 11.700 II : 8,578 15 17.158 14 : I : 1 : 2.oao 8 : : 108 : : 35 ..

.. 11 De_ l : : 3ooao 8 I.oao 21 : 1,782 28 13,_ 28 : 3 : 2 : 1.110 15 lot : : 311 ..

.. 85 IYuIlIngIon-l 1 : : I.oao 21 11.800 42 : 1,1. 18 18,_ 18 : 3 : 1 : 2.oao 8 : : 111 : : 37 "

.. 17 IIIInoIll 1 : : 8.0a0 33 1.510 311 : 8,1105 18 17.010 15 : 3 : 1 : 1.lIIIO • 112 : : 311 "

.. 58 T_ 1 : : O.oao 1 8,850 15 : 8.137 32 7._ 41 : 3 : 2 : l,llOO 18 : : 113 : : 31 ..

.. 5
AI_

l : : 8.0a0 21 12.0a0 43 : 7.8711 18 15.570 18 : 3 : 1 : 1.750 11 : : 117 40 "

.. 41 0Il1o 1 : : l.llOO 37 13.710 41 : 1,007 I 11,014 I : 8 : 1 : 2.100 I : : 117 41 ..

.. 12 Florida 1 : : O.oao 1 13,_ 110 : 8.874 24 13.747 24 : I : 1 : 1._ 12 : : 118 : : 42 ..

.. 12 VA~ 1 : : 5.0a0 15 1.558 28 : I." 31 13.110 27 : 3 : 1 : 1.Il1O 18 : : 118 : : 43 "

.. 58 110. Do_ 1 : : 5.0a0 15 5,oao 5 : 5.121 37 11.2llO 311 : 2 : 1 : 1.210 23 III : : 44 ..

.. I C_ 1 : : I.oao 21 28.llOO 51 : 8.578 15 17.158 14 : 2 : 1 : 2.oao 8 : : 120 : : 45 ..

.. 52 0'_ 1 : : I.oao 21 11,_ 41 : 7,113 Z2 14.328 Z2 : 1 : 1 : 1.1170 13 : : 121 : 45

.. 81 U_ 1 : : o.oao 1 1.810 37 : 1,528 30 13,050 31 : 3 : 2 : 1._ 20 : : 124 : : 47 "

.. 15 Hewall 1 : : 7._ 32 15.0a0 53 : I,m 15 17,158 14 : 3 : 2 : 2.oao 8 : : 127 : : 45 ..

.. 18 IIIInoIll 1 : : 4•• 14 5.117 8 : 5.100 31 10._ 311 : 3 : 2 : 1.145 27 : : 121 : : 41 "

.. 45 No,Do_ 1 : : 8.750 24 8.750 14 : 5,731 311 11,472 34 : 3 : 2 : 1.220 24 1311 : : 50 ..

.. 45 No.C_ 1 : : I.oao 21 1.350 34 : "'18 21 13,23ll 30 : 3 : 2 : 1,130 17 : : 1311 51 ..

.. 311 lol- l : : O.oao 1 1,_ 31 : 5.704 311 11,400 311 : 4 : 1 : 1.330 Z2 : : 137 : : 52 ..

.. 14 G100tt1e 1 : : 0.210 2 17.110 58 : 1.750 28 13,llOO 21 : 3 : 1 : l.llOO II : : 140 : : 53 "

.. 1. I- I : : 3ooao 8 I,oao 23 : 4,1101 40 1.001 40 : 2 : 1 : 1.100 28 142 : : 54 "

.. 32 lol- l : : 4.llOO 13 8._ 28 : 5,455 311 10.110 37 : 8 : 1 : 1.2llO 23 : : 145 : : 55 ..

.. 20 I- I : : :Loao 8 8.0a0 23 : 4,1101 40 1.001 40 : I : 1 : 1.100 28 : : 145 : : 51 ..

.. 14 Vor_ l : : O.ll3O 4 10,740 40 : 5._ 37 11.2llO 311 : 8 : 1 : 1,2llO 23 : : 147 : : 57 ..

.. 28 lWy- 1 : : 3.050 I 18.520 58 : 3,431 41 Ull 31 : I : 1 : 1.1110 28 : : 177 : : 58 18.31.... "

.. : : : : : : : : "

.. 10 C_ 1 : : : 5.704 311 11,400 311 : I : 1 : 1.330 Z2 : : : : NOIRA "

.. 21 Iowa 1 : : : 7.113 Z2 14,328 Z2 : I : 1 : 1.1170 13 : : : : NOIRA ..

.. 23 KenIuDky 1 : : 1,_ 31 13.105 45 : 1._ I 11,175 I : : 1 : 2.llOO 1 : : : : NOIRA ..

.. 27 - 1 : : I.llOO 23 17,030 17 : 5.8711 33 17.158 14 : : 1 : 2.oao I : : : : NOIRA ..

.. 30 lol- l : : 7.0a0 28 : 10.723 2 21,_ 2 : : 1 : 2.llOO 1 : : : : MOIRA ..
.. 33 lol- l : : :L730 10 3._ 4 : 5.455 31 10.110 37 : : 1 : 1.210 23 : : : : NOIRA "

.. 311 101_1 1 : : ..-311 1.200 32 : I,IilI2 14 17.114 13 : : 1 : 2.100 I : : : NOIRA ".. 41 -JoNov 1 : : 2.710 I 14,370 52 : : 4 1 : : : : : MOIRA ..

.. 48 0Il1o 1 : : 8.770 34 14.0a0 51 : I._ 5 18._ 7 : : 1 : 2.100 I : : : : MOIRA ..

.. 13 V_ I : : 5.eoo 17 7.840 Z2 : : 2 : 1 : : : : : NOIRA ..

.. -- -- : : -- --- : --- --- : -- : - : -- : : --- - ..

.. TOTALlRAN~ 47 Z2 : : 87 II : 17 87 : 13 : III : 87 : : 51 58 ..

.. : : : : : : : : : : ".. 1oI1NlIolU1oI : : o.oao 30070 : $3,431 57,_ : : : 1.100 : : 58 : : ,.

.. loIAXIloIUM : : 1.858 28.eoo : 111,023 $21,745 : : : 2.llOO : : 177 : : ..

.. AVERAGIE : : 5.1. U02 : 57,887 115.430 : : : 1.7. : : 105 : : ..

NOTE: I'V•• F1nolY_'o 8oIoIy : ThIo_III..- .. IOb\' ..._Iol_Inot_.... oI5'1l1 .... V_,
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: : R£I'1fIEIoIENT SVSTDI80RT1!D BV BSIFIT AMOUNT R : : ~&'" ..
: : 30 VRB. Of SERVICe

515,__
A : : Of STATU ..

: : N : : OWlWNDER ..
: : L R£I'1fIEIoIENT SVSTDI K : : ARIlONA ..
: : D. - PER8 T_ : : ..
: : ..
: : :ze~ 1 511,023 1 : : 1 ..
: : :ze~ 1 10,723 2 : : 2 ..
: : 30 - 1 10,723 2 : : 3 ..
: : 2lI - 1 10,723 2 : : 4 ..
: : :Ie - 1 10,723 2 5 ..
: : 43 -- I i,m 3 : :

,
I ..

: : 3 - 1 UIO 4 : : 7 ..
: : .- Olllo 1 i,4IO 5 : : I ..
: : 211 I<-nluol<y 1 i,43lI I : : i ..
: : $4 R_1otencI 1 ',43lI 7 : : 10 ..
: : 1 C_ 1 i,210 8 : : 11 ..
: : 4. Olllo 1 i,007 • : : 12 ..
: : 8 C_ 1 8,_ 10 : : 13 ..
: : 51 So.C_ 1 1,1140 11 : : 14 ..
: : 13 13-" I 1,_ 12 : : 15 ..
: : 1 -- 1 8.132 13 : : 11 ..
: : 315 M_I 1 8._ 14 : : 17 2U7'llo ..
: : 4 ARIlONA 1 8.1i78 11 : : ..
: : 2 - 1 8,578 11 : : 1 ..
: : •C_ 1 8,578 15 2 ..
: : 15 Ha_ l 8,578 15 : : 3 ..
: : 44 N_VOIk 1 8.578 15 : : 4 ..
: : 50 0-... 1 8.578 15 : : 5 ..
: : 51 0-... 1 8.578 I. : : I ..
: : 53 Pannoy- 1 8,578 15 : : 7 ..
: : 57 So.a_opt. 1 8.578 15 : : 8 ..
: : 18 T_ 1 8,578 15 : : • ..
: : 10 Utah-CGnlrIb. 1 8,578 15 : : 10 ..
: : III Wyoming 1 8,578 15 : : 11 ..
: : 17 I.- 1 8,501 11 : : 12 ..
: : 34 M-.. 1 1,43lI 17 : : 13 ..
: : II W-.-. 1 1,1. 11 : : 14 ..
: : .. WaoIlIngIon-l 1 8.1. 18 : : 15 ..
: : 17 WaIIVlreInia 1 1.1. 18 : : 1. ..
: : 5 - 1 7,m l' : : 17 ..
: : 24 KanIuaky 1 7,_ 20 : : 18 ..
: : 1. - 1 7,501 21 : : 1. ,.
: : 21 - 1 7,183 22 : : 20 ..
: : 52 0_ 1 7,183 22' : : 21 ..
: : 315~ 1 7,120 211 : : 22 ..
: : 37 -n. 1 7,120 211 : : 211 ..
: : 40 -Hampahlra 1 7,120 211 : : 24 ..
: : 42 -...., 1 7,120 211 : : 25 ..
: : 12 Flotldll 1 1.174 24 : : :ze ..
: : • Wlooonoin 1 1,_ 25 : 27 ..
: : 11 Dela.... 1 1,782 :ze : : 28 ..
: : • AI_ l 1,751 27 : : 28 ..
: : 14 13-" 1 1,750 28 : : 30 ..
: : 31 MIo/Ilgan 1 1.750 28 : : 31 ..
: : 41 No.C.._ 1 8.118 28 : : 32 ..
: : 11 U--. 1 1,525 30 : : 33 ..
: : 12 VA S4lppIamIL 1 1,_ 31 : : 34 ..
: : 47 No._ 1 1,137 32 : : 315 ..
: : &8 T_ 1 1,137 32 : : 315 ..
: : 27 - 1 5,578 33 : : 37 ..
: : 22 - 1 &.814 34 : : 38.- No.D_ 1 5,738 315 : : :Ie ....
: : 10 c-.... 1 5.704 38 : : 40 ..
: : 38 M_I 1 5,704 315 : : 41 ..
: : 58 So.D_ 1 5," 37 42 ..
: : 14 V..- 1 5,825 37 : : 43
: : 32 M_ 1 5,4111 38 : : 44
: : 33 M_ 1 5,4111 38 : : 41 ..
: : 18 I- I 5.100 38 : : .- ..
: : 20 I- I 4,101 40 : : 47
: : 1. Indiana 1 4,101 40 : : .- ..
: : 28 Mary_ 1 3,431 41 : : 4i 73.1"" ..

: : 41 N_Jenay 1 NOIRA : : J
..

: : 83 Vor_ l NOIRA : :
: : - - -- - : :
: : TOTALJRANICED 47 22 17 : : ..
: : : : ..
: : IolIN*UIoI 13,431 1 : :
: : IolAllIUUM 511,023 41 : ..
: : AVEFWlE $7,117 20 : : ..
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I ~W~'f9f~1.!8,,"~I~~l(.WKf

: : RETlREIIENT SYSTEM 80RTED BY IIl!HFII' AMOUNT : : NUMBER&"

I
:10 YR8. Of IlEIMCE ",_Ann R Ol'srATllS

: : A : : O\IERIUHDER
: : L RETlREIIENT SYSTEM N : : ARIZONA
: : D. - PI!R8 T_ K
: : : :

I
: : 2lI La.-.. 21,74& 1 : : 1
: : 21 La.-.. 21,_ 2 : : 2
: : 30 u t ..... 21,_ 2 : : 3,
: : 21 - 21,441 2 : : 4
: : 3lI - 21,441 2 : : 5

7 C.- 18,581 3
,

•: : : :

I 43

N__

".3S0 4 : : 7
: : 3 - 11,301 5 : : •: : 23 K8ntuoIly ",m • : : •: : 4& Olllo ",100 7 : : 10
: : 54

R__

",172 • : : 11

I : : 48 Olllo 18.014 • 12
: : 8

C__
17,871 10 : : 13

: : 13
S__

17,m 11 14
: : 1 - 17,214 12 : : 15
: : 38 101_ 17,184 13 : : 1. 23._ ..

I : : 4 ARIZONA 17.1. 14 : :
: : 2 - 17,1. 14 : : 1
: : • e-iluI 17,1. 14 : : 2
: : 15 Hawaii 17,1. 14 : : 3
: : 27 - 17,1. 14 4

I
: : 44 N_YOIk 17,1. 14 : : 5
: : 51

0_
17,1. 14 : : •

: : :10
0_

17,1. 14 : : 7
: : 53 ,,--- 17,1. 14 : : 8
: : 87 So.a-Opt. 17,1. 14 : : 8

I
: : 51 T_ 17,1. 14 : : 10
: : 10 UtaIl-CoN... 17,1. 14 : : 11
: : It Wyoming 17,1. 14 : : 12
: : 17 1- 17,010 15 : : 13
: : 34 101-" lI,m 11 : : 14

I
58 So.C_ lll,3BO 17 : : 15

: : •~ II,. 18 : :
": : 15 Wao/llntllllM II,. 18 : : 17

: : 17 W_1IIrOk* II,. 18 : : 18
: : 5 Ala- 15,570 11 : : 18

I
' , 24 KMIucl<y 15,138 20 20
: : 11 ,- 15,003 21 : : 21
: : 21 Iowa 14,32lI 22 : : 22
: : 52

0_
14,32lI 22 : : 23

: : 37 - 14,240 23 : : 24
: : 38 - 14,240 23 21

I : : 40
-~

14,240 23 2lI
: : 42 N_J_ 14,240 23 : : 27
: : 12 FIotIda 13,747 24 : : 21
: : It W_ 13,721 2S : : 21

11 D_ 13,5D 2lI : : 30

I : : lIZ VA SllIIPlemlL 13,_ 27 : : 31
: : •

_...
13,502 28 : : 32

: : 14 S_gIa 13,_ 21 32 ..
31 MIcItlgan 13,_ 21 : : 34
4& No. car_ 13,ZIlI 30 : : 38

I
II

U__

13,0&0 31 : : 38
47 No.e- 12.274 32 : : 37
22 - 11,728 32 : : 38

: : 4& No.e- 11,472 34 : : 38
: : 10 e-tlouI 11,408 :IS : : 40

I
: : 38 101_' 11,408 38 : : 41
: : 51 So.e- 11,210 38 : : 42
: : 84 V.,...... 11,210 38 43
: : 33 101_ '0."0 37 44
: : 32 101_ 10.810 37 : : 4&

I
: : 18 1- 10,200 38 : : 4&
: : 28 M8rfIInd 8,511 38 : : 47
: : 20 1- ',001 40 : : 4&
: : 11 ,- ',001 40 : : 48

58 T_ 7,. 41 : : :10 74._ ..

I
41 -J..-r NOIRA : :
13 V.,...... - : :

: :
: TOTAL/RANKED 47 22 87 : :

: : : :
: : MINIMUM 17,. 1 : :

I : MAXIMUM 121,74& 41 : :
: : AVERAlIE 115,430 20 : :

I
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: RETIREMENT SVST'EM SORTED IV EIIIPLOVER R : : NUMIER&'Ml "

: : CONT'RJIUTION RATE A : : OF STATES ..
: : N : : OVER/UNDER ,.
: : L RET1REIIEHT SVST'EM K : : ARIZONA ..
: : O. - PEAS T_ 'Ml : : ..
: : : : ..
: : 22 - 1 3.070 1 : : 1 ..
: : 40 - HOftIIIO.I*e 1 3._ 2 : : 2 3.03'Ml ..
: : 4 ARIZONA 1 3.1120 3 : : ..
: : 33 M_ 1 3._ 4 1 ..
: : 51 50.0_ 1 5.000 5 : : 2 ..
: : 11 I- I 5.117 5 : : 3 '..
: : 47 No. 0_ 1 5.120 7 : : 4 ..
: : eo UIah-C_ 1 5.330 5 : : 5 ..

5 AI- l 5._ I : : 5 ..
: : II Wyoming 1 5.1110 10 : : 7 ..
: : 17 W..VIrginia 1 5.000 11 : : 5 ..
: : II W_ I 5.000 11 : : I ..
: : II WuIlIngian-t 1 1.2110 12 : : 10 ..

31 ..- 1 5.417 13 11 ,.

: : 41 No. 0._ 1 5.750 14 : : 12 ..
: : 51 T_ 1 5.850 15 : : 13 ..
: : 42 -.lanai' 1 5.170 11 : : 14 ..
: : 24 KanlllCl<y 1 7.410 17 : : 15 ..
: : 37 ..- 1 7._ 11 : : 15 ..
: : 51 so.C_ 1 7.seo 11 : : 17 ..
: : 1 .--.... 1 7.570 20 : : 18 ..
: : 43 _Max.... 1 7._ 21 : : 11 ..
: : 53 VlIf1IIonI 1 7.140 22 : : 20 ..
: : 11 I- I '.000 23 : : 21 ..
: : 20 I- I '.000 23 : : 22 ..
: : 51 0_ 1 lLOOO 23 : : 23 ..
: : 57 5o.0_0pl. 1 5.000 23 : : 24 ..
: : 51 T_ 1 1L000 23 : : 25 ..
: : 31 Mlalligon 1 5._ 24 : : 25 ..
: : 5~ 1 5._ 25 : : 27 ..
: : 52 VA~ 1 use 25 : : 25 ..
: : 15 - 1 8.880 27 : : a ..
: : 32 M_ 1 UIIO 25 : : 30 ..

11 DaIawara 1 1.000 a : : 31 ..
: : 38 - 1 1.125 30 : : 32 ..
: : 2 - 1 1.140 31 : : 33 ..
: : 35 M_ 1 1.200 32 : : 34 ..
: : 3 - 1 1.230 33 35 ..
: : 45 No.ca._ 1 I._ 34 : : 35 ..
: : 17 I- I 1.510 35 : : 37 ..

34~ 1 1.750 35 : : 31 ..
: : 51 Ulah-Ho__

1 1.- 37 : : 38 ..
: : 31 M_ 1 1.- 31 : : 40 ..
: : 25 LouiIIana 1 10.300 38 : : 41 ..
: : 54 VAlmonI 1 10.740 40 : : 42 ..
: : 52 0_ 1 11.300 41 : : 43 ..
: : II WaalIingIDn-I 1 11.800 42 : : 44 ..
: : 5 - 1 12.000 43 : : 41 ..
: : 25 LouiIIana 1 12.000 43 : : 41 ..
: : 54 _I- I 12.100 44 : : 47 ..
: : 23 KanlIICl<y 1 13.105 45 : : 45 ..
: : 7 CalIfornia 1 13.200 41 : : 41 ..
: : 50 0_. 1 13.200 41 : : 50 ..

53 ,,-- I 13.220 47 : : 51 ..
: : 13 G-, 1 13.530 45 : : 52 ..
: 41 Olllo 1 13.710 41 : : 53 ..
: : 12 - 1 13._ 50 : : 54 ..
: : 41 Ollio 1 14.000 51 : : 51 ..
: : 41 -.lanai' 1 14.370 52 : 51 ..
: : 15 Ha_ l 15.000 53 : : 57 ..
: a M_ 1 15.200 54 : : 51 ..

a ~ 1 11.520 51 : : 51 ..
: : 44 _York 1 15.700 51 eo ..
: 27 M_ 1 17.030 57 : : II ..

14

G__

1 17.110 51 : : 52 '.
: : I e-louI 1 25._ 51 : : 53 Illl._ ..
: : 10 c_ 1 HOIRA : : ..
: : 21 - 1 NOIRA : : ..
: : 30 - 1 HOIRA : : ..
: : - - -- - ..
: : TOT....,RANKED 44 22 II : : ..
: : : ..
: : MINIMUM 3.070 : : ..
: : MAXIMUM 25._ : : ..
: : AVERAGE 1.702 : : ..
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I ·••••··· .•$L#-'~"Of ..$I!-t~....'fI~~K.w~(f·
RE1'lREMEIIR' SV_lIOR1'1!DIY_ R NUMBER.'"

I
CONT1'UlIUl'ION RA11! A : : OF STATES

N : : O\/ERIUNDER
L R£nREMEHl' 8Vsn!IoI K ARIZONA

: : D. - PERIl T_ ... : :
: :

I
: : 12 - 0.000 1 : : 1
: : 31 MIo.... 0.000 1 : : 2
: : :Ie M_ 0.000 1 : : 3 ..

!58 T_ 0.000 1 : : 4
81 U_ 0.000 1 : : 5

I
14 13-' 0.250 2 : : 8
8 "'- 0._ 3 : : 7

14 V_ 0.530 4 8
51
0_

20501 5 : : •
: : 41 -....., 2.780 8 : : 10

I
: : 42 _J...., 2.llllO 7 : : 11
: : 11 D....... 3.000 8 : : 12
: : 20 1- 3.000 8 : : 13
: :

" 1- 3.000 8 : : 14
: : 44 _York 3.000 8 : : 15

28~ 3.050 • '8

I : : 33 M_ 3.730 10 : : 17 25.37'" ..
: : 4 ARIZONA 3._ 11 : :
: : 22 - 4.000 12 : : 1
: : 47 No.D'- 4.000 12 : : 2

32 M_ 4.500 13 : : 3

I : : 18 1- 4.808 14 : : 4
: : 1 - 5.000 15 : : 5
: : 24 KenIullIlr 5.000 18 : : 8
: : 83~ 5.000 18 : : 7
: : !58 So. 0.- 8.000 18 : : 8

I : : 82 VA~IL 5.000 18 : : •
: : 18 - 5._ 18 : : 10
: : 80

0_
5.500 17 : : 11

: : 83 v.- 5.500 17 : : 12
: : 40 -HampeIWe 5.580 18 : : 13

I
: : 88 wv-Int 5.570 I' : : 14
: : 28 U.nloh ... 5.808 20 .. 18
: : 5 - 8.000 21 : : 18
: : 7 C_ 8.000 21 : : 17
: : • e-JauI 8.000 21 : : 18

I
: : 13 13-' 8.000 21 : : I'
: : :Ie -.. 8.000 21 : : 20
: : 48 No.C_ 8.000 21 : : 21
: : 52

0_
8.000 21 : : 22

: : 511 So.ear_ 8.000 21 : : 23

I
: : 80 Ula/>oConIrll. 8.000 21 24

: : 88
W__n-I

8.000 21 : : 28
: : II WuNngIon-I 8.000 21 : : 28
: : tt1 W_VIrtlnlo 8.000 21 27
: : II W_ 8.000 21 : : 28

I
: : !58 T_ 8._ 22 : : 28
: : 27 - 8.500 23 : : 30

34 M""", 8.500 23 31
: : 48 No. D.- 1.780 24 : : 32
: : 3 - 11.830 28 : : 33
: : 28

LouIo_
7.000 28 : : 34

I 30 - 7.000 28 : : :Ie
: : 37 -.. 7.044 27 : : :Ie
: : 28 Louill_ 7.300 28 : : 37
: : 54 -- 7.500 28 : : :Ie
: : 2 - 7.530 30 : : 38

I : : 43 -- 7._ 31 : : 40
: : 18 HawaII 7._ 32 : : 41
: : 8~ 8.000 33 : : 42
: : 17 1- 8.000 33 43
: : 87 So.D_Opl. 8.000 33 : : 44

I
: : 48 Olllo 8.770 34 : : 48
: : 38 - 1.128 :Ie : : 48
: : :Ie M_ 1.200 :Ie : : 47

41 Olllo 1.- 37 .. 48
23 KoenIuoky 1.- :Ie 48 73.1:M1o ..

I
10~ NOIRA : :
21 Iowa NOIRA : :

: : : :
: : TOTAURANKED 47 22 tt1 : :
: : : :

I
: : MINIMUM 0.000 : :
: : MAlCIMUM 8._
: : AVl!RNiIE 5.188

I
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: : RImREMEN1' SYSTEM BORTED IY R : : NUIiIIIER ._ ..
: : PERCENTAGE 1oIlA.T1PUER FIICTOR A : : OFSTAT1!S ..
: : N : OVEIIIUNDER ..
: : L RImREMEN1' SYSTEM K : : ARIZONA ..
: : O. - PEAS T_ - ..
: : : : ..
: : 23 KMlIuoILY 1 2.500 I : : 1 ..
: : 25 L.oulo-. I 2.500 I : : 2 ..
: : 28~ I 2.500 I : : 3 ..
: : 30 - I 2.500 I : : 4 ..
: : 2SI ..- I 2.500 I : : 5 ..
: : 38 ~ I 2.500 I : : I

, ..
: : 7 C._ I UII 2 : : 7 ..
: : !l4 -,- I 2.300 3 : : • ..
: : 43 -- I 2.150 4 : : • ..
: : 3 - 1 2.143 5 : : 10 ..
: : 3S

lol_
l 2.100 I : : II ..

: : 41 Ohio I 2.100 I : : 12 ..
: : 41 Ohio I 2.100 I : : 13 ..
: : I -- I 2.013 7 : : 14 20._ ::
: : 4 ARIZONA 1 2.000 : : ..
: : 2 - I 2.000 : : I ..
: : • e-Joul I 2.000 : : 2 ..
: : 13

a__
I 2.000 : : 3 ..

: : IS
Ha_

l 2.000 : : 4 ..
: : 27 - I 2.000 : : 5 ..
: : 44 _Vork I 2.000 : : I ..
: : 51

0_
I 2.000 : : 7 ..

: : 50
0_

I 2.000 : : • ..
: : 53 ,,--- I 2.000 : : • ..
: : 57 So.O_Opl. I 2.000 : : 10 ..
: : 51 T_ I 2.000 : : 11 ..
: : 10~... I 2.000 : : 12 ..
: : • WUIIklglan-I I 2.000 : : 13 ..
: : • W-.-. I 2.000 : : 14 ..
: : 87 -VIfGlnla I 2.000 : : II ..
: : 51 WW-inlI I 2.000 : : II ..
: : 17 I- I 1.110 : : 17 ..
: : • So.C_ I 1.120 10 : : II ..
: : 34 101-' I 1.7SB II : : \I ..
: : 5

Ar_
I 1.750 12 : : 20 ..

: : 12 - I 1.110 13 : : 21 ..
: : 21 Iowa I 1.170 14 : : 22 ..
: : 52 0_ I 1.870 14 : : 23 ..
: : II ,- I 1.187 IS : : 24 ..
: : 37 - I 1.187 15 : : 25 ..
: : I CoIcndo I 1.187 IS : : 28 ..
: : 11

0_
I 1.110 II : : 27 ..

: : 31 - I 1.110 18 : : 28 ..
: : 40 -........ I 1._ 18 : : 28 ..
: : 42 -...., I 1.- 18 30 ..
: : I Nu- 1 1.- 17 : : 31 ..
: : 47 No.O_ 1 1._ 17 : : 32 ..
: : 82 VAa-tamlL 1 1.- 17 : : 33 ..
: : 41 No. C8IoIIna I 1.130 \I : : 34 ..
: : II W_ I 1.800 \I : : 3S ..
: : 14 a...,.. I 1.800 \I : : 31 ..
: : 31 IoIIah1gan I 1.800 \I : : 37 ..
: : II T_ I 1.500 I' : : 31 ..
: : II

u__
I 1.410 20 : : 38 ..

: : 22 - I 1.400 21 : : 40 ..
: : 10~ I 1.330 22 : : 41 ..
: : 31 101_' I 1.330 22 : : 42 ..
: : 33

lol_
l 1.2S0 23 : : 43 ..

: : 32
lol_

l 1.2S0 23 : : 44 ..
: : • So. 0._ I 1.2S0 23 : : 41 ..
: : M v_ I 1.2S0 23 : : 41 ..
: : 41 No._ 1 1.220 24 : : 47 ..
: : 24 KMlIuoILY I 1.110 25 : : 41 ..
: : 28 lo1aIy- I 1.150 28 : : 41 ..
: : \I I- I 1.141 27 : : 50 ..
: : 1. I- I 1.100 28 : : 51 ..
: : 20 I_ I 1.100 28 : : 52 n.81'l1l ..
: : 41 -...., 1 NOIRA : : ..
: : 13 v_ I NOIRA : : ..
: : - - -- - : : ..
: : TOTIlIJRAHKED 47 22 87 : : ..
: : : : ..
: : ...NIIIUM 1.100 : : ..
: :- 2.800 : : ..
: : AVERA8E 1.715 : : "
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I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

: : : : MI!IIIIER : IENeFIT : : DOI.LARlI : NUMIIER&_
: : : : CONTAl8UTlON : 3D YRS' SSMCE : PeR_OF : : OF STATES ..
: : : : RATE R : $lB._Am R : : IoIEIIIIER R : : OVERIUNIlER ..
: : L III!I1RIIIENr8V8TEIoI : : - A : A : : CONl'RIIIUTION A : : ARIZONA ..
: : D. - PER8 T_: : N : N : : N : : ..
: : : : K : K : : K : : ..
: : : : : : : ..
: : 12 - 1 : : 0.000 1 : ",174 24 : : NlA 1 : 1 ..
: : 31 MIolIigIn 1 : : 0.000 1 : ',730 2B : : NlA 1 : : 2 ..
: : 31 M_ 1 : : 0.000 1 : 1,704 31 : : NlA 1 : : 3 ..
: : 58 T_ 1 : : 0.000 1 : 1,137 32 : : NlA 1 : : 4 ..., u_ 1 : : 0.000 1 : I,. 30 : : NlA 1 : : 5 ..
: : 14 a_gil 1 : : 0.250 2 : 1,730 2B : : S27,OOO 2 : I ..
: : I - 1 : : 0.400 3 : 1,711 27 : : 11,178 3 : : 7 ..
: : 14

v__
I : : 0.130 4 : 1,_ 37 : : 10,113 4 : : 8 ..

: : 11
0_

1 : : 2.108 I : 1,578 11 : : 3,_ I : : I ..
: : 44 -y..... , : : 3.000 8 : 1,578 11 : : 2._ I : : 10 ..
: : 42 -,,- I : : 2.. 7 : 7,120 23 : : 2.414 7 : : 11 ..
: : II C._ 1 : : 3.000 8 : 1,782 21 : : 2.214 I : : 12 11._ ..
: : 4 ARIZONA 1 : : 3.820 11 : 1,578 11 : : U- I : : ..
: : 21 - 1 : : 1.100 20 : 10,723 2 1,817 10 : : 1 ..
: : 1 -. 1 : : 1.000 11 : 1,832 13 : : 1,721 II : : 2 ..
: : 13
~-

I : : 1.000 11 : 1,578 11 : : 1.711 12 : : 3 ..
: : so

0_
I : : I.IOG 17 : 8,178 11 : : l,ll8O 13 : : 4 ..

: : ..~ 1 : : 1.170 11 : 1,178 11 : : 1,140 14 : : I ..
: : 7 Ca_ l : : 1.000 21 : 1,210 8 : : 1,531 11 : : I ..
. . 47 No._ 1 : : 4,000 12 : 1,137 32 : : 1,134 II : : 7 ..
: : 2B LouIaIana 1 : : 7.000 2B : 10,723 2 : : 1,132 17 : : I ..
: : 30 - 1 7.000 21 : 10,723 2 : : 1,132 17 : : I ..
: : 24 ~uol<y 1 : : 1.000 11 : 7,_ 20 1,114 11 : : 10 ..
: : 2B La.-.. 1 : : 7.300 21 : 11,023 1 : : 1,110 11 : : 11 ..
: : 20 I.- 1 : : 3.000 8 : 4,S01 40 : : 1,lOG 20 : : 12 ..
: : 11 I- I : : 3.000 8 : 4,S01 40 : : 1,lOG 20 : : 13 ..
: : 151 eo,c_ 1 : : 1.000 21 : 1,140 II : : 1,473 21 : : 14 ..
: : 22 ~ 1 : : 4.000 12 : 15,814 34 : : I,. 22 11 ..
: : 13

a__
I : : 1,000 21 : 1,781 12 : : 1,414 23 : : 1. ..

: : 33 M_ 1 : : 3.730 10 : I,. 31 : : 1,482 24 : : 17 Oo

: : I c:-.. 1 : : 1.000 21 : 1,178 11 : : 1,430 25 : : 18 Oo

: : 10~... 1 : : 1.000 21 : 1,178 11 : : 1,430 25 : : 11 ..
: : 3 - I : : 1.830 25 : "'10 4 : : 1,413 21 : : 20 ..
: : 11 - 1 : : 1.430 11 : 7,SOI 21 : : 1,381 27 : : 21 ..
: : 81 WuI*IQIan-I 1 : : 1.000 21 : I,la 11 : : 1,314 2B : : 22 ..
: : " WuI*IQIan-I 1 : : 1,000 21 : I,la 18 : : 1,314 2B : : 23 ..
: : 17 -1IlrlIlnIa 1 : : 1,000 21 : I,la 11 : : 1,314 28 : : 24 ..
: : II T_ 1 : : 1,400 22 : 1,178 11 : : 1,340 21 : : 25 ..
: : I - 1 : : 1.000 21 : 7,871 11 : : 1,313 21 : : 21 Oo

: : 34~ I : : I.IOG 23 : 1,438 17 : : 1,_ 30 : : 27 ..
: : 12 VAs--..lL I 1.000 11 : I,. 31 : : 1,217 31 : : 2lI ..
: : 40 N_H........... I : : I.ll8O 18 : 7,120 23 : : 1,281 32 : 21 .... 43

__Ico

1 : : 7.1OG 31 : I,m 3 : : 1,273 33 30 ..
: : 14

R__

1 : : 7,1OG 21 : 1,438 7 : : 1,258 34 31 ..
: : 32 M_ 1 : : 4.1OG 13 : I,. 31 : : 1,212 38 : : 32 ..
: : 12

0_
1 : : 1.000 21 : 7,1a 22 : : 1,114 31 : : 33 ..

: : 38 -- 1 : : 1.000 21 : 7,120 23 : : 1,117 37 : 34 ..
: : 38 ....... 1 : : 1.128 38 : 10,723 2 : : 1,171 38 : : 35 ..
: : "

w_
I : : 1.000 21 : 1,- 25 : : 1,144 38 : : 31 ..

: : 2 - 1 : : 7.130 30 : 1,178 11 · . 1,138 40 : : 37 ..
: : 58 8o.C_ 1 : : 1.000 11 : 1,_ 37 : : 1.121 41 : : 38 ..
: : 2B llalyla"" 1 : : 3.CIIO I : 3,431 41 : : 1,125 41 : : 38 ..
: : 8 COlorado 1 : : 8.000 33 : 1,. 10 : : 1,117 42 : 40 ..
: : 41 No, CIIOIlna 1 : : 1,000 21 : 1,818 21 : : 1,103 43 : 41 ..
: : 11 HawaII 1 : : 7.1OG 32 : 1,578 11 : : 1,100 44 : 42 ..
: : 4B Ollio I : : 8.770 34 : 1,410 I : : 1,078 41 : : 43 ..
: : 17 eo.e-opl. 1 : : 8.000 33 : 1,578 11 : : 1,072 4B 44 ..
.. 17 I- I : : 8.000 33 : I,IOB 11 · . 1.083 47 41 ..
: : 18 I- I : : 4._ 14 : 1,100 38 : : 1,031 4B 4B ..
: : 37 -- 1 : : 7._ 27 : 7,120 23 · . 1,011 4lI : 47 ..
: : 23 ~uotly 1 : : ...58 38 : 1,438 I : : 118 50 4lI ..
: : 4lI Ollio 1 : : I,IOG 37 : 1,007 I : : I4B 52 41 ..
: : 3B M_ 1 : : 1.200 31 : un 14 : : 134 13 : 50 ..
: : 27 - 1 : : 1.100 23 : 1,178 33 : : -14 : 51 ..
: : 4B No.C_ 1 : : 1.730 24 : 1,731 31 : : • 151 52 80._ ..
: : 10 C_ut 1 : : : 1,704 31 : : NaIRA ..
: : 21 Iowa 1 : : : 7,1. 22 NOIRA ..
: : 41 -,,- I : : 2.730 I : : : NOIRA : ..
: : • v_ I : : I.IOG 17 : : : NaIRA ..
, . -- -- : : -- : - : : --- - ..
: : TOTAlJRANKED 47 22 .. 17 : 17 : : 8B ..
: : : : : : : ..
: : MINIMUM : : 0,000 : 13.431 $0 ..
: : IoIAlOMUM : : 1,_ : 111,023 : : S27,OOO : ..
: : AVEFWlIE : : 1.22B : 17,721 : : 12,012 ..
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: : : : EIIR.OYER : BENEfI1' : : DOIJ.ARIl : : NUIolBER .. _ ..
: : : : CONTNlU1'1ON : 30 YR8' SEIMCE : : PER_OF : : OF STATES ..
: : : : RAT!! R :

118,__
R : : EMPLOVER R : : OVERIUNDER ..

: : L REFlIlEIoIENT SVSTEII : : - A : A : : CONT'Rl8UTlON· A ARIZONA ..
: : D. - PER8 T_: : N : N : : N : : ..
: : : : K : K : : K : : ..
: : : : : : : : : ..
: : 3 - 1 : : 1.230 33 : SUllO 4 : : $8,137 1 : : 1 1._::
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APPENDIX 5

ACnJARIAL VALUATION RANKINGS AND ANALYSIS

CONTENTS:

• Rank Scoring Data - Assets Market Value/Liability Funding Ratios

• Rank Scoring Data - Actuarial Value Funding Ratios
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APPENDIX 8

ADMINISTRAllVE COSTS RANKINGS AND ANALYSIS

CONTENTS:

• Rank Scoring Data - Administrative Cost Per Total Active + Retired Members

• Rank Scoring Data - Administrative Budget Per Staff Position

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

• Rank Scoring Data - Total Number of Active + Retired Members
Per Staff Position
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: : 46 No.CuaIIN : : "0.'111 12,_117 14.-'_ 0._ 1 : :

: : a Marr- : : a._ ~.200.000 10._.000 0._ 2 : :

I : : M V_ : : 0.2lI2 ••000 12,0112.100 0._ ~ : :

: : • w_
: : , ..114 1.100.000 1.100.000 0._ 4 : : 1.7... ..

: : 4 ARIZONA : : 7.1" a._114 a._114
0._

5 : :
: : • e-looII : : 4.1~7 1,114.7. 1.114.7. 0._ I : : I
: : 5 - : : 2.oa 1~7.7tO 121.018.108 0.051" 7 : : 2

I
: : 12 - : : 17." U43.I71 11,11...87 0._ I : : ~

: : 12 Or_ : :

..- 4.400.000 4,400.000 0._ • 4

: : a -- : : 2.170 1.462.000 218,052.000 0._ 10 : : 5

: : 1:1
Ii__

: : 7.418 4._.052 4._.052 0._ 11 I
: : 43 -- : : 1.743 1._000 1,081.000 0._ 12 7

I
: : ~- : : 2.117 1.712,521 1.712,521 0._ II : : 8
: : 11 1- : : 1.4011 .,.- 181,_ 0.070'11 14 •
: : ~7 -- : : 0.G1 ~.200 741.120 0.071" 15 : : 10

: : I -- ; : 4.711 3,:I8I.lllII ~.:I8I.lllII 0.071" IS : : 11
: : 14 Ii'" 2.715 l,tIlO,711 4._,046 0.071" 17 : : 12

I
: : ~1 MIohIgon : : 3.Ml 2.100.000 2.100.000 O.on..

"
: : 1:1

: : 17 1- : : 7.• S,271,1~ la.288.I~ 0.07N II : : 14

: : 51 f'ennolr- : : 7.:177 5,5:12.000 11.120.000 0.07N 20 : : 15

: : M ~I- : : 1.551 1,1"'000 1,140.000 0.07N 21 : : 11

: : 38 - : : 0.751 SlO,la 110.1a 0._ 22 : : 17

I
: : 22 - : : 3.1. 2.712,ZlI 12,100.000 0._ 21 : :

": : 21 K8rlluot:t : : 2.174 2,271.000 2.174.000 0._ 24 : : 11
: : 11 D_ : : 1.572 1,370.000 1.461.000 0._ 21 20
: : 50 0_ : : 1.114 1.100.000 3,100.000 0._ a : : 21

: : 24 K8rlluot:t : : 2.Ml 2,24S.1II1 2.24S.tI1 0._ %1 22

I
: : 14 M"", : : 4._ 3,108.1M ~.108.1M 0.011" a : : 21
: : 41 Ollio : : 1:1.7l!lI 12,521.100 13,421._ 0.011" a : : 24

: : 12 VA 8uppIomll : : 7.117 1,711,100 ••tIO.12O 0._ ~ 21
: : 7 C_ : : 42.204 42,124,000 71,••000 0.101" 31 : : 21
: : 3 - : : 1.740 1.1OIS.1OO ••132.700 0.1_ 32 : : 27

: : 51 So.D_ : : t.:l13 1,482.711 1.482.711 0.1_ ~ : : a

I : : 57 10.DaI<aIIlIOpl. : : 1.3lI3 1,482.7. 1.482.7. 0.1_ 14 a
: : 2 - : : 1.217 1.-'100 3,122.200 0.111" 315 ~

: : 40 -HarnpoNre : : 1.046 1,11t,Ol!lI 1.11t.0l!lI 0.114'11 :18 : : ~1

: : 41 Ollio : : 17.507 20,143.500 20,643,100 0.117'11 37 32
: : ~ M_ : : 1.S:ll I.IWO.OOO 1,518.000 0.11'" ~ ~

I : : 18 1- : : 2..7 3,418.110 1.051.410 0.1_ ~ 14
: : 41 No.D_ : : 0.413 500.071 1.108.171 0.121" 40 15

: : 55 So.C_ : : 4.138 8.000.000 8,000,000 0.121" 41 :18
: : 11 - : : I.SIO 1,100.000 ••055.000 0.122'11 42 37

: : 8~ : : ..till 8.884.2l!lI 8,884.2l!lI 0.1_ 43 38

I
: : • W~ : : 3.00t 3.174.lllII 0.132'11 44 : : ~

• Wyamtrlt : : 1.142 1.100.000 13,100.000 0.1_ 41 : : 40
8 - : : 1.1. 2.122.1l!lI 2.823.lllII 0.181" 41 41

: : .. W........-. : : 3.841 7,215,_ 0.1_ 47 : : 42

: : 10 e-looII : : 2.7111 .,500.000 5.500.000 0.1t7'11 41 : : 43

I
: : 20 1- : : 2._ .,841,111 5,841.118 0.217'11 4t : : 44

: : 42 -'*-It : : 7.857 11,412,000 11,412.000 0._ 50 : : 45

: : 27 ...... : : 0.171 2.518.151 ••~.2lI2 0._ 51 : : 41
: : 47 No.D_ : : 0.147 1.01••00t 3,m.OM 0._ 12 : : 47

: : :18 M_ : : 1.211 .,111.208 17.400 0.41'" 51 : : 41

I
: : 80 u~1I. : :

0._
5.012,571 1,1~,I00 0._ 54 41 17.~ ..

15 Hawall : : NOIRA : :
21 Iowa : : NOIRA : :
21~ : : NOIRA : :

: : 21 to_ : : I._.IOIS 3,2:18.131 NOIRA : :

I
: : ~ M_ : : NOIRA
: : 32 - : : NO/RA
: : :18 M_ : : 1,435,452 2._._ NOIRA
: : 41 -'*-It : : '.1:18 NOIRA : :
: : 44 _Vork : : NO/RA

51 0_ : : 1.1l!lI 3,203._ NO/RA ..

I : : 51 T_ : : 7.711 NOIRA
: : It T_ : : 7.714.8111 15,872.S4I NOIRA ..
: : 11 u_ : : 1.117 NO/RA : : ..
: : A V_ : : 0.275 1.221.700 NO/RA
: : 17 W... VIrlIInlo : : NO/RA

I : :
: : TOTAL RANIll!D 47 22 : : 54
: : : :
: : MINlMUIoI : : 8O.2lI2 ••000 117.400 0._
: : IolAlCIMUM : : 142.204 S42.124.000 S218,052.000 0._

I
: : AVERABE : : 14.•' 14•••0t2 113._._ 0.117'11

I
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: : : : •••••..EMBERS PER !IlrMF-•••• R .. NUIoI8ER&... ..
: : : : T_ A .. OF STATES ..
: : L

REI1REIIIENT _
: - - N .. OIlERlUNDER ..

: : O. - PER8 T_: : - Por_ K .. ARIZONA ..
: : : : .. ..
: : 47 No.O_ 1 14 13.181 1 .. 1 ..
: : 51 0_ 1 : : 31 5.4. 2 .. 2 ..
: : 31 IIIchigen 1 : : 18 4.4. 3 .. 3 ..
; : 18 I- I : : 21 3._ 4 .. 4 ..
: : 20 I- I ; ; 48 3.201 5 .. 5 ..
: : 45 No.C_ 1 : : 100 2,71. • .. • ..
: : 50 0_ 1 : : 31

,
2,_ 7 7.. ..

: ; 12 F_ 1 : : 'ZZ1 2,_ • .. • ..
: : 12 VAs........- 1 : : 100 2.101 8 .. 8 ..
: : 14

a__
1 : : 27 2,_ 10 .. 10 ..

: : 58 T_ 1 : : 80 2,571 11 .. 11 ..
: ; II WyoIlIIrlg 1 : : 1. 2.422 12 .. 12 ..
; : 21 - 1 : : 41 2,41. 13 .. 13 ..
: : 13

a__
1 : : II 2.253 14 .. 14 ..

: : 21 u..v- 1 : : 102 2.230 15 .. 15 ..
: : 31 - 1 : ; 17 2.142 1. .. 1. ..
: : 34 II...... 1 : : 73 2.135 17 .. 17 ..
: : 22 - 1 : : ll3 2,125 ,. .. 1. ..
: : 43

___
I ; : 21 2.028 18 .. 18 32._ ::

: ; 4 ARIZONA 1 ; ; 78 1._ 2lI .. ..
: : 21 L--. 1 : : 44 1.... 21 .. 1 ..
: ; 55 So. e.tollna 1 : : 104 1.151 22 .. 2 ..
: : 37 - 1 : : 11 l.gu 23 .. 3 ..
: : 58 T_ 1 : : 302 1.1lI58 24 .. 4 ..
: : 8 C_ 1 : : 31 1.752 25 .. 5 ..
: : 53~ 1 : : lOS 1.732 21 .. • ..
: : 52 ~ 1 : : 100 1.11154 27 .. 7 ..
: : II W_ I : : 112 1.11154 27 .. • ..
: : 24 Kenlual<y 1 : : 70 1._ 21 .. 8 ..
; : 48 0Il1o 1 : : 231 1._ 21 .. 10 ..
: : 54 -- I : : 22 1._ 30 .. 11 ..
: : 1. ,- I : : 71 1.51. 31 .. 12 ..
: : 23 I«Inluolly 1 : : 45 1.487 32 .. 13 ..
; : 31 - 1 : : 37 1._ 33 .. 14 ..
: : 33

il_
l : : 31 I •• 34 .. 15 ..

: : 40 -............ 1 21 I •• 31 .. II ..
: : 1 - 1 : : 00 1.413 31 .. 17 ..
: : ll3 - 1 : : • 1._ 37 .. 1. ..
: : 31 il_ l : : 40 I •• 31 .. 18 ..
: : 17 11IIno. 1 : : 103 1.312 31 .. 20 ..
: : 1. - 1 : : 45 1._ 40 .. 21 ..
; : 5 - 1 : : 40 1._ 41 .. 22 ..

51 sa._ 1 : : 30 1.217 42 .. 23 ..
: : 117 sa.Oalalq/()pl. 1 : : 30 1.217 42 .. 24 ..
: : 14

V__

I : : • 1.204 43 .. 25 ."
: : 48 Ohio 1 248 1.112 44 .. 21 ..
: : 31

il_
l : : 41 1.131 41 .. 27 ..

: : • AI_ l 45 1.100 41 .. 21 ..
: : • C"- 1 : : 125 1.012 47 .. 21 ..
: : 7 CAlIIDrnIa 1 : : 7117 1,015 48 .. 30 ..
; : 11 DaIo...,. 1 : : 31 847 48 .. 31 ..
: : 27 - 1 : : 72 130 50 .. 32 ..
: : 3 - 1 : : 34 na 51 .. 33 ..
: : 10~ 1 85 810 52 .. 34 ..
: : 41 No. 0_ 1 : : 15 001 53 .. 35 ..

42 _JAtMy 1 : : 451 853 54 .. 31 ....W~ 1 : : 75 731 55 .. 37 ..
: : III W~ 1 137 731 51 .. 31 ..
: : 2

_...
1 27 3M 57 .. 31 Ill. 1a... ..

: : 15 Hawaii 1 50 NO/RA .. ..
: : 21 Iowa 1 : : NO/RA .. ..
: : 25 ..-.. 1 : NO/RA .. ..
: : 30 - 1 NO/RA .. ..
: : 32 il_ l NOIRA .. ..

41 _Ja.-y 1 : : NOIRA .. ..
.. 44 _York 1 : : NO/RA .. ..
; ; 50 Ulalt-Cantrl>. 1 : : NO/RA .. ..
: : • 1 U_Na-. 1 : : NOIRA .. ..
: : '7 Waat Virginia 1 : : NOIRA .. ..
: : -- -- : : - --- .. ..
: : TOTAURANKEIl 47 22 51 .. ..
: : : : .. ..
: : _MUM : : 8 3M .. ..
: : IIAlCIMUM : : 7117 13.181 .. ..
: : A_I! : : 81 1.1lI7 .. ..
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APPENDIX 7

RE11REMENT BOARD COMPOSlll0N DATA
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,··~RVIf(Qf·fflJBUC$eqtoR~ENI.§X§TJ:MS··\DlltA..CQt.\S9fl..PVB3.WK1
(Page 10'2)

: •••••••••••••••••••••••••••••••• &BAEAIQ)()WN OF BOARD MEMBERS BY CAT158QRY-····· •••••••••••••••••••••••••••••••••• ........8

: TOTAL PEIlIlON8 SCHOOL

: RETIRE. IONIIl &rATE YUNlCIPAL DISTRICT YEMIIER8 : &rATEII.OCAL : GENERAL: EX-OFfICIO
_8'ISI'EM

: (__far
EMPLOYEEII EMPI.OYEES T1!AOlER8 EMI'I.OYEES (0THERl 0FFlCW.S PU8UC ~- PER8 T_: ---.- :- Reend :- Reend :- Reend :- Reend :- Reend :- Reend : VOTlNQ VOTlNQ-- 14 Z- 5- 5

AIlIZONA 7 Z ' 1 3- 12 3 Z- a
e_ 13 1 1 4
e_ 18 4 Z 5 2
e-.... 11 3 3c_ IS 12
0...... 7 2
FlorlQllG_.

10 4
G-, 7
Hawllll- 5 3J_

10 4

1- 7I- SI- S
Iowa- 7

1WftI"'*Y a
-"'*Y a 2 2 2
LouiIIona

LouiIIona 11
MaIne 8

~ 15- 5 :-MioIIIgon a
M_
M_ 11 7 2

M-.a a 2 2 2 2 1
M_ 5 2 1
M_ 11-- 8 2-- 8- 7 8

-~. 13

-~
7

N..~ a__100

7
NewYotk
No. e.,DIIna 14 2 5
No.D_ 5 1
No. Data.. 8
Ohio a 5 3
Ohio a 1 2 30_

13 2 2 1 3
0_ 130_

a 2
Pennor- 11R_I_

15 2 8 2
So. CaIDIIna 5 5
So.D_ 17 2 5
So.De_Opt. 17 2 5
T_ 17 2 3
T_ a
UlaIl-ConlJII. 7
U--. 7
VA.~ 7v__

8
V_ 8
W~

WuI*lgIon-I 0
WaatVirginia
W_ 11
Wyoming 11 2

TOTAL 47 22-- 0
MAlCIIIUII 17
AVEJlABe a 3 0 3 3 0 2
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I
I

.··$lfRVeyOFPlJ8UCSEC'rORRETlf'I:MEJIlrSY§TBAS ·\OATAo··COL\SU~PUB3.WKl
(Page 20'2)

COMPOSITION OF RETIREMENT 10ARO

RETIREMENT SYllTEM
_ PERI T_

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

CoJIIornia

e-

...-­...-­
IIIchiganM_Il­
II""11­11--­.......-- HompollIre

-Jarooy_J.....,-­_Vorl<

No. Carolina

No. 0_
No. 0_
Ohio
Ohio0_0_
0,_
~R__

So. Car_
So. 0_
So.DolratoIOpt.

T_

T_

UIa/l
var_
V_

VA.~..

WullingIon

W-VlrGiniaW_
WyOIlIIng

~tenne; uv.__ byG__• _PERI ...__ldbym-.nlp.

T~tot_;olI--.-byG__.

Silt m........ --.-byG...-; 3 _.-oHIoIDISl.T,-.J_/OIr.ol Fln.AAdmIn.)
1_-..-...;3,_-.alecl8d; 3._aIf_
Silt a_by m_"., rot 4-yr. tot_ a __by G__ lor 4-y,.tenne; 1 jolnl oppnlml.

by Log. lot a 4-y' torm: I dooignoIod by SI. _ BoIlrd; 3 ...._IoID_...

~ .. _ 4by ..........; 5by __....; aby muniolpalompl.; lby jucIgoo: aby'-­

a ....-oH1aio lSI. _ and SI. Tr-.•. AI_lor 4-yr. tormo.

4t__.1 'olIr.... 4-yr.tormo.4piG._--.-byGov.;3 ...oIfIolalo._.
FIvo__byG__•__bySon.. 4-y,.tormo; a._ISl._OIrJSoo.oIFIn.I.
H..... _

Throo._(SI.~I...CommiComm.oI_AdmIn.I; l __byG__

a_by_"-...-.nIp; I _w/l0yro.__0llP.•_by_~
SLAudIor.Comm.oIl....OIr.._O....DopLoIAdmln.sorv..Ea 011.;__•__In..

piG._...... SA _ -.Lby Gov.3-y,.tot__.........-.Lby 1rd.0I Rog,3-yr.torm:
TAS '-.__ In __.a_by ,omolnIngU_'ot 3-y,.torm.

~byG__•_Ir_by-"; CIlaIr--.byGov.; ~$-yr. tormL
TIv.Gov.~/....._._ompl.onnuIIlIIll;a__........onnuiIanI;

a__.~ and Olr.. I ... 01 tho IUllgot.
~oIEduo.:4 ......_Gov.--.;4__.-...; 1, _

FIvom-. 4-y,. rotalIng torm. bIportIun, __byG_.
FIvo_. 4-y,. rolaIInQ torm. bIportIun, __by G__.

~byG_.__by~4-y,.-....tormo.

_aby Sl.rot.ayL_.aby _ roc.ayLm-.lby ..._ 01 Sl.PolRaUyaI4yro.•I;
3-",!ocIbyGov.(4-y'.tormal:__Comm_.__

~a_.4-'1roc. _.alay_2__T,-. A~oIPoD.lnou.

NIno_by_ m-.: a_by rolIrld"'-': 2-y'._
Two piG.-llllP"ICIby Gov.; l_bySl.Empl.-.;I_byT-._.;lllllP"ICIbyM_.-.;
I _byGov.l,om 3_by MaIno Rol.TMOIloro; 1 _by Gov.lrom _ 01 ,_OI.ampl.
rollrocl_dIol. ot,_oIl""__Sl.T........_ •.....-.allng _.

BIltSl. _1a1a _lclo;aompl_bym.-nlp;2__by...-.nlp;

a 81._-.-by I,d. 01 PIA WotD; I _ govt.__by Gov.; a gonl.....__by Gov.

Comm.oI Eduo.ot dooIQMo; rot. by Gov.; a _ ot ....__by oya.m......; 1 a_by _ brd.mmbro.

AIlny.G...... Dpty._GonI.. 81. Tr_.• 1no. Comm.. SI. _Olr.• aomplayooandarollr._
Tiv.__by Gov.; I _by ompIayou dapondIng on plan by w_ oovorod; 4-yr.totmo.

T IIyGov.; a_ISl.Tr-. ASI4lt.oI Eli); I _by,_;5_by_oIIip.
Comm.•OH.oIAdmIn.••_; aT......_; a __a-.: a __81.~; a __ ..._oIIIOSERB; 3__0IIIOSERB.

Two _'rom_m.-nlp; 2 -"'d. IIy SI. _ 01 Eduo.; Comm.oI !dua.•_alflaio.

TIvoo"-~.; 1_;2a1-1arllO-.-IIyGOV.; $-yr. --"torlllL
FIvo-"'d.IlyGov.-a_-.a'.... oIp-'1 _-.:~ 01 PIIII. 1_. 10.____dm-. 4-yr. tor byS__.

1 81.~ 1 SI. Rop.: a~...-.:. oyoIom __..2_ ompqoo. _. poIIoo_ AIlroftlll*r.
1.-oHtoIa_oomm_.
lamployoo_. 2__byG_. SI. T,_.
la~.. ,_. a __byG__• SI. T_.

S1.~01Eduo.; S. T,-.; 1__by _ organ..univ. proia' organ."aIIr_' organ.; 1 -"'d.1Iy Gov.

81.T...._ 0II101D CIlolr;~ 01 PulLlnou.__IcIo; m_appnId.by Sov.. u'Gov., Spoour 01 tho _.

CIlaIr,__ by Gov.;1 __by AIlny.SonI.;3__mo-.a: 3 .._alfIaio__._.S1._ Oil•• COIlIm.oI BonIdng AFIn.INl.
SI. ~. 81. T..... 3 appnId. by G__.

5_'-"';1 alecl8d; AIlny. SonI.; 81._ 81.~01PulLlnou.

5 -..tory; 1-' ayaIamo; 3 Govomor; aPrOLPro Tom_; aSpooI<M 01_.

3 ..-0IlIoIo; • appnId. by G...-; a 0llPftld, bI' Pr•.Pro T_ 01 -.: a appnId.by SpooI<M 01 _

4 _. 4"""""""'1~(1 m"be,olIroclPERBI; __by Gov. _.IIy_.
1 appnId.by Gov.. _Ir_by~ 2 -"'d.1Iy _ Pro T... 01_; 2 __ 1Iy SpooI<M 01 HolM; St. TrUL 10 ._alfiolo _ ..

7 _ ..Ia.I'-1Iy-."." a appnId. IIy G_.....

5 - olIa_-IG_. CompIroIIorG_. T_. CIlaIr-Son. F_COIIlm.. CIlaIr, _ Woya A""..COIlIm.
'4_1Iy_·~IlfOI.IIlO".aappnld.byG_.l. __Ing IIyI_C_

3__•_by-.:a_...~._byal.~.; 3 _-"'d.by Co. 0I\l0flIZaIDW;
._.Tr_.. TCAS Olr.• Com... 01 F_AAdmin..~. Eaoo.Sooy. Supromo Crt.. Comm. 01""'- Sooy, 01 a
Gov. __ 7 - 3_be annuIIonl8, a piG. _........,.. I ,aIIr... 1 ~.0I1nIl. 0I1llg/lar Iduo; a-..OllPftld,by 1,d.0I Ed.

4_I.... ganI. piG. w/-.otbonldnlloxp.;' _ .......; 1 PIIII. ........,.; .byGov. aT........__.
1_.4-yr. _-.-. .._T,_. S__a,op. and0_oIPar_
a __-..a_by m.-nlp; 1,_~._a T_.. Comm, 01 Eduo.. Comm. 01 BonIdng A I...

I ...govt.-._ 0II1c1a1; 1~ 1 ala,.........,.. 1 0ftIIlI0V, oIa polIIloaI_1oIon; 3 who oro not 0mpI0y000 01 any govt.
T""__ SyatMI """ ... _ TIlo 0_10__1Iy. and.- to. tho Govar.....
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UST OF INTERVIEWED EMPLOYEE AND EMPLOYER
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Edwin C. Gallison, Director

ARIZONA STATE RETIREMENT SYSTEM:

LEGISLATIVE COUNCIL S11JDY COMMITTEE:

INVESTMENT ADVISORY COUNCIL MEMBERS:

Robert A. Williams, Jr.

Public Member: William J. Adler

Public Member: Darrell Guy

Public Member: Richard L. Smith, Ph.D.

Public Member: Lowell Sutton

Gerald W. Jones

Douglas G. Martin

Richard Morgan
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Rollin Pelton, Chairman

Richard B. Zoller, Vice Chairman

Speaker Jane Dee Hull, Co-chairman

Senator Doug Todd, Co-chairman

Representative Susan Gerard

Representative Nancy Wessel

Senator William Hardt

RETIREMENT BOARD MEMBERS:

Robert A. Williams, Jr., Chairman

Susan A. Burns

Paul Felix
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OTHER CONCERNED PERSONS:

EMPLOYEE AND EMPLOYER ADVOCACY GROUPS
REPRESENTAllVES:

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

Appendix 8 - 3

I
I
'I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
-I
I

Jim Schmitz, Director

David Horowitz, Legislative Liason

Dorothy Krause

League of Arizona Cities
and Towns:

Jack DeBolske, Executive Director

Jeff Martin, Staff Assistant

Coalition of Active and Retired
Employees:

Howard Greenseth

Dorothy Krause

Robert Letson

Donald Shea

Public Employees, AFSCME Council 97

Shirley B. Goettsch, Ed.D.

Arizona Retired Teachers
Association:

Robert Morehouse

Naomi Morehouse

University of Arizona Retirees
Association:

Raymond Klein

Edgar Louttit

Ed Cornell

OTHER STATE OFFICIALS:

Arizona Education Association:
AFL-CIO

Darrell Guy, President

Tom Shaffer

Mary Kay Havelin
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APPENDIX 9

POST-RETlREMENT 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 Dedicated Trust Fund is

a temporary trust fund which shall terminate in the event that all

assets of the Post-RetirementBenefit EnhancementDedicated 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 Dedicated Trust Fund.

Any actuarily determined overfunding in excess of the Actuarial

Value Funding Ratids 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 Iibility

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 Funds gross income from anyone 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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If feasible, part of the initial funding capacity of the Post-Retirement

Benefit Enhancement Dedicated 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.

MANAGEMENT: 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
1

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:

• Table 1: Retirees' Benefits By - Total Years of Service

• Table 2: Retirees' Benefits By - Age At Retirement

• Table 3: Retirees' Benefits By - Present Age

• Table 4: Retirees' Benefits By - Final Average Salary Level

• Table 5: Retirees' Benefits By - Retirement Formula Percentage Multiplier

• Table 6: Retirees' Benefits By - Retirement Plan Option

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

• Table 8: Retirees' Benefits By - Year of Retirement

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

• Table 10: Retirees' Benefits By - Year Eligible for
Post-Retirement Benefit Enhancement

• Table 11: Post-Retirement Benefit Enhancement Dedicate Trust Fund
Funding Projections (four variations)
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RETIREES' BENEFITS BY:
YEARS OF SERVICE

TAIILE 1

TOTAL AEI'1RE!IlI COUHTED • 21,_

VEAR8 "'01' • ••• -AVERME MON11t.Y BENEFIT.AMQUNT-· •••
0__ 0__

01' TOTAL CUIlRSfT NORMAL- NORMAL- ORIQ- NORMAL- MONTlLY MONTlLY
SER\IICE WICOU8 IZED IZED IZED IlEN£FlrS BENEfIT'S0__

CUIUU!NI'
,

ORIQINAL ... DOU.NI
WICOLAII WICOU8 ~ IHCRI!AlIE

1 0.048 $104 $107 5114 S2ll 132 258 m
2 0.1. 121 127 1\12 47 52 157 74
3 0.434 138 147 1511 51 14 148 82
4 0.547 140 147 154 57 ll3 148 83
5 2._ 147 110 117 10 111 14 17
8 :U58 ,. 175 ,. 111 lOll 78 71
7 :t.1I3 182 1117 201 108 121 ll8 74
8 U27 200 218 Zlll 124 140 41 78
II 3.824 224 241 252 141 110 511 83

10 4.• 281 282 217 185 201 41 78
11 4.750 217 310 318 204 Zlll 41 83
12 4.418 304 328 334 222 245 37 82
13 4.428 335 310 - 248 273 38 81
14 4.381 373 40lI 401 217 315 30 81
15 4.522 408 438 444 311 343 30 114
18 4.182 441 478 482 344 377 28 117
17 3.834 481 521 527 310 411 27 101
18 :t.812 517 5511 5G 412 4411 25 1IllI
111 :t.1I7 5511 107 115 413 4111 23 108

20 4.113 581 141 lII50 410 132 22 108
21 3.148 824 111 - 514 581 21 1\0

22 :t.0II4 Ill3 728 738 5110 810 21 1\3
23 2.817 710 711 774 . 5113 141 20 1\7
24 2.382 7511 sao 138 143 710 18 1\8
25 2._ 821 115 123 710 7114 17 1\.

28 2._ 811 .. .. m 813 11 1\•
27 2. 10lI - 11\5 1\28 - .. 13 1\5
28 2.027 1027 1\58 1\14 - 1032 13 111
21 1.848 1\38 1320

I_ I_
1204 1\ 108

30 1.714 1118 1314 1372 1038 1237 1\ 1\8
31 1.358 1247 1488 14117 1125 13511 1\ 122

32 1.232 1228 14511 I. 1\01 1323 1\ 125
33 1._ 1274 1472 1482 1\42 1334 12 132
34 0.878 1218 1378 1385 1078 1231 13 140
38 0.723 138Z 15110 1581 1222 1413 1\ 140
38 0.5511 1234 1381 13111

,_
1233 14 110

37 0.472 1\58
1_

1Z1O .. 10117 17 172
38 0.423 1\25 1222 1238 11111 1010 22 208
311 0.330 l1li4 1014 1077 7511 821 32 Z3II
40 0.344 1024 lOll 11\0 785 8511 30 Z3II
41 0.258 .... 810 8111 517 108 4. Z78
42 0.244 827 - 170 523 583 18 304
43 0.227 844 878 883 541 578 511 2111
44 0.188 717 808 827 413 475 74 334
45 0.107 717 748 717 38Z 385 118 381
48 0.072 m 785 101 411 431 81 310
47 0.0511 775 810 821 3111 4Z8 114 378
48 0.024 731 7511 717 3113 381 101 388
41 0.007 575 577 .... 238 258 142 337
50 0.014 7311 7. m 457 478 • 2lI2
51 2.£!!!! !!! !!! !!! ~ ~ ~ ~

A_I! 100 $534 $681 $588 $433 $487 23 $101
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RETIREES' BENEFITS BY:
AGE AT RETIREMENT

TAllLE2

TOTAL REl1AEES COUNTED • 211,C1liII

AGE '!loOP "" " " "AIIEfWIlE MONTHLY 8ENliI'lT AMOUNT" """" ORl8INM. ORl8INM.
AT TOTAL CUARENT NO--. NORIUlL- ORllilNAL NORIUlL- MONTHLY MONTHLY

FIE1'. WICOI.A8 !ZED !ZED !ZED IIENI!I'lT'8 BENEFIT'S
ORl8INM. CURRENT , ORl8-. ... DOIJ..AR
WICOI.A8 WICOI.A8 INCRI!AIIE INCREASE

0 0.02B I3lI4 I3lI4 I3lI4 $221 $22l lIB SI43
1 0._ 178 178 178 48 48 271 130

5 0._ 314 314 3\4 202 202 58 112
I 0._ 201 2Z3 201 48 48 320 157

12 0._ 117 170 117 40 40 - 117

20 0._ - - - 2llB 2llB 42 121
2\ 0._ 820 8ZO 8ZO 277 277 232 143

23 0._ 75B 75B 75B 38Z 38Z 83 3A
27 0._ 310 338 310 83 83 233 217

2B 0._ 234 234 234 127 127 84 107

34 0._ 238 2111 238 50 50 378 1111

:IS 0._ 158 158 158 50 50 218 108

42 0.007 787 787 787 778 771 3 21
43 0.0\4 431 611\ - 3811 55B 1\ 42
44 0.007 243 24lI 24lI 128 128 III 114

45 0.014 250 250 250 148 \48 68 10\

48 0.0\0 2llB 102 1178 112 3611 \31 1611

47 0.02\ 3GB :llI1 4\1 201 225 52 \04

48 0.0\4 3B4 7\2 m 2\2 518 72 \52
48 0.021 3A 117 748 184 311 87 \H
50 0.324 382 ISO H\ 312 582 18 50
51 0.3811 338 S82 135 284 52B II 58

52 0.420 37J lOS lI40 318 137 18 10
13 0._ 413 m 708 384 100 18 H
54 0.143 5B7 10\ 827 48\ 727 \3 lIB
58 I .• 5B7 - 820 587 837 10 10
611 2.18\ 703 810 ll2Il 137 838 10 611

17 2.137 778 813 874 7\\ 111\ 8 lIB
58 2.1187 784 - 814 He 832 10 •
58 3.3A 811 - 140 748 1187 10 73

10 1.588 - 75B 781 102 - 14 83

11 5.100 700 7S8 784 111 m 14 lIB
12 11.814 501 lI37 543 - 438 24 87

13 10.12B 48\ 523 52B 310 418 211 101

84 1.870 400 520 52B 3B4 4\2 2B 101

lIB 17.0BI 437 412 .. 311 338 31 122

611 1.284 .. 4B2 .. 318 340 44 140

17 3.311 .. 400 4N 347 371 32 112
68 1.883 4lII .. 474 331 381 32 105

H 1.421 442 473 - 321 353 38 117

70 1.731 470 508 118 344 :llI1 37 1211
71 0•• 422 418 412 303 332 31 118

72 0.1. 327 341 310 237 213 3B 00
73 0.100 313 331 340 22\ 231 42 112
74 0.\07 224 231 250 134 148 17 00
78 0._ m 300 3\\ 174 1M 58 101
71 0.02B 288 - 303 130 141 120 1611
77 0.0\4 - 303 3GB 1. 22\ 42 10
78 0.0\7 341 405 411 271 334 25 H
78 0.0\7 184 1M 203 148 148 33 48
10 0.010 3\4 320 - I. 225 17 1211
81 0.014 240 2llB 3GB 158 188 52 12
82 0.010 333 434 442 251 3611 28 74
84 0._ 2\7 288 288 213 211\ 2 4

• 0._ 6113 723 73B .. 511 44 204
81 0.007 6113 6113 6113 131 131 24 127
85 0._ m 818 83\ - 734 \3 78
88 2:.22! 1m l!!! 1m lli 112i !l !!

AIIEfWIlE 100 $634 $681 $688 $433 $487 23 $101
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RETIREES' BENEFITS BY:
PRESENT AGE AT 7/1/90

TAllLE3
TOTAL _COUNTED. 21,_- "'0' •• " " "A_EMONTK.V BENEFIT AMOUNT" •••• 0_'-' 0_'-'

ME TOTAL CURREN1' NORMA&.- NOIlMM.- OAIQ.-. NOIlMM.- MONTK.V MONTK.V
WICOUII IZID IZID IZID BENl!flT'8 BENl!flT'B

0_'-' CURAI!Nl' , 0_'-' ... DOLLAR
WICOLM WICOLM INCRI!AIIII! INCRI!AIIII!

a 0.003 SB04 SB04 SB04 5174 5174 247 S430
1 0.010 581 801 587 U7 321 80 2112
2 0.003 871 818 831 511 734 13 78
3 0.007 223 241 23lI 51 9 - 117
5 0.007 lOll l00B 1011 573 llI7 58 335
7 0.007 581 - 581 318 311 78 2l5O
8 0.003 115 115 115 18 18 531 i7

11 0.003 4112 4112 4112 330 330 48 182
12 0.007 22lI 22lI 221 101 101 113 120
13 0.007 373 373 373 231 231 II 142
II 0.003 314 314 314 202 202 58 112
17 0.003 547 547 547 2IS 215 101 282
18 0.003 171 171 171 48 48 271 130
21 0.007 283 281 283 114 114 73 111
38 0.003 234 234 234 127 127 84 107
40 0.003 1M 1M 1M 3112 3112 13 313
44 0.003 14ft 14ft 14ft 1470 1470 2 21
48 0.007 113 113 113 880 880 2 13
47 0.003 ft ft ft 82 82 17 14
48 0.010 207 207 207 1ft 1ft 5 8
48 0.003 1M 19 lSI 50 50 211 101
51 0.007 301 301 301 - - 4 12
52 0.082 307 443 443 214 427 4 13
53 0.100 301 574 574 215 5SI 3 10
54 0.1. 311 - .. 381 SI1 3 10
55 0.217 582 818 120 S45 814 3 17
58 0.303 570 882 lII4 581 840 3 15
57 0.511 7M 1177 1\1111 717 1131 4 21
SI 0.740 782 1101 1115 751 1013 4 31
9 1.077 8112 1,. 1201 - 1148 4 32
80 1.314 711 1000 1010 7S3 - 5 IS
II 1.1311 833 1023 1034 1M - 5 38
82 2.375 821 181 113 775 1130 I 48
83 2.821 7M I2lI I3B 751 877 I 47
84 3.117 771 B72 880 721 825 I 45

• 4._ - 782 7. Ill3 734 7 45
II 4.114 l1li 73lI 742 114 113 8 51
17 5.SOO 825 182 flI7 571 825 8 54
II 5.871 111 170 174 511 101 11 11

• 5.Ml 5112 I3lI 840 522 514 13 70
70 5.701 S83 104 - 480 511 17 83
71 4.1OlI 537 m 577 442 475 21 as
72 4.814 SOl S42 S4B 404 43lI 21 105
73 4._ 473 502 101 311 317 31 112
74 4.580 414 480 487 342 381 31 122
75 4.220 421 445 483 215 318 42 125
71 4.037 412 435 - 271 300 48 133
77 3.S3I 313 414 422 251 270 57 142
71 3.248 380 377 381 213 227 • 147
78 2._ 313 380 381 201 222 75 ISS
80 2.flI7 34B 313 372 ,. 200 IS 180
81 2.258 347 311 370 178 181 84 188
82 2.148 324 337 34B 148 158 111 171
83 1.871 331 313 313 ISS III 118 183
84 1.445 344 3117 317 147 ISS 134 187
85 1.332 308 311 321 122 131 152 ,.
• 1.038 312 323 333 121 130 lSI 181
B7 0._ 301 310 317 101 115 171 1112
88 0.- 301 314 311 101 113 114 1M
81 a.• 214 301 314 101 108 181 183
80 0.378 303 315 321 as 102 218 201
i1 0.282 214 300 311 80 M 227 204
112 0.275 332 342 lSI 105 112 211 227
83 0.182 3SI 371 381 114 124 215 245
84 0.178 lSI 377 3112 117 123 215 251
as 0.100 372 381 400 112 120 232 2l5O
M 0._ 445 480 4B3 141 148 211 304
87 0.0S2 331 - 380 18 110 242 237
M 0.034 430 43lI 473 137 147 214 283
Ii 0.031 432 4lI2 474 ISS ,. 177 271

100 Ul2 D! ~ m !! !2 m l!!

A_E 100 $534
-~

...- _.- ",7 23 $101
'r'r



RETIREES' BENEFITS BY:
FINAL AVERAGE SALARY LEVEL
(Page' of 2)

TAIlU! 4 -IN 11.0a0 INCREIlENTS

TOTAl. RETlIlEES COUHTB) • 25,_ (Excludnthe Sy8tem retiren)

FINAl. ~OF • • • • aAVERME MOHnLY 8ENEfI'1; AMOUNT" •••• OAlGl_ OAlGl_
A_E TOTAl. CURRENT NOfIIIIM.- NORMAI.- OAlGlJNAI. NORMAl.- IotON1lLY IotON1lLY
SALARY WICOLAS !ZED !ZED !ZED BENEFn"8 81!NEFlT'

OAlGllNAl. CURRENT OAlGlINAI. ~ DCll.LAR- - 1- INCREASE- 0.027 ... St2 - $8 $8 1013 $81
1-1._ o.m 124 130 133 :rz 34 281 1122-2._ 1.Ol58 142 150 152 45 48 218 fi73-3._ 1.785 1. 173 178 12 II III 1034-4._ 2.7011 111:1 lfil lW 78 81 141 10715-5._ 3.578 212 222 230 • 101 118 114....- 4.513 243 253 251 121 la 101 122
7-7._ 5.04 271 281 2M 144 III 88 127H._ 4.M7 2Il2 307 318 187 180 75 125H._ 4.8M 324 341 350 1. 211 II la
10-10._ 5,013 • 310 an 220 2M 54 l1fi
11-11._ 4.714 312 382 3fiO 248 218 45 113
12-12._ 4._ 382 407 411 271 M 38 101
1:1-13._ 4.52 - 431 443 301 333 33 101
14-14•• 4.213 4U 470 478 343 372 28 •
15-15._ 4.0l58 - S03 511 373 401 28 is
11-18._ 3.855 - S44 112 412 448 23 04
17-17._ UII 541 ll8I .. 452 .. III 88
11-18,. 3.2112 lit 111 81. 477 S2S 18 14
111-1••_ 2.128 SW 141 117 813 - 18 14
20-20._ 2.531 124 184 881 545 804 14 7.
21-21._ 2.0llS 110 724 732 580 142 14 80
22-22.. 2.017 1M 753 770 822 1117 12 74
23-2:1,_ 1.112 707 7lI2 78ll m 710 11 70
24-24._ 1.B:llI 754 11:11 11:17 - 7S8 10 71
25-25,_ 1.731 785 883 l1li 731 813 • 57
21-21,_ 1.724 828 fil. fi17 784 850 8 81
27-27._ 1.512 ... 1001 1001 B:llI ... 7 81
21-28._ 1._ m I. 1018 887 WO 7 80
211-a•• 1.:111 - 1128 11M llIll 10158 7 II-.. 1.218 lOll II. 1203 1001 1132 I 12
31-31._ 1.1M 1108 1242 1248 1044 1174 8 84
32-32._ 1.001 1117 1280 1_ 1072 1211 I •aa-aa._ o.•n 1228 1_ 1384 1157 1317 8 III-.. 0.11:11 1m 1451 1481 1212 1m 8 II-.- 0.1ll2 1218 1401 1401 11118 I. 8 87-.- O.B:llI 1- Ill80 1554 12W 1478 5 II
37-37._ 0.ll8ll IUS 1S111 '''' lal 1411 8 14-.- 0.542

,_
1141 1_ 1334 1872 8 88

3Il-3ll.llH 0.423 1422 I. I_ I_ 151ll 5 12-.• 0.401 1422 I_ I_ lUI 1557 8 14
41-41._ 0.• Illllll 1840 114ll

,_
1712 5 70

42-42._ 0.3D 1481 lBOO 1807 1415 1723 5 88
43-41._ 0.2ll2 1111 till 1118 I_ I_ 4 11-.- 0._ 1_ 1848 1_ 1545 1875 4 83-.- 0.242 lBOO I. 1m

I_ I" 4 57-.- 0._ 1702 2014 2018 1124 1828 8 78
47-47._ 0.215 1111 I. 1874 1843

,_
4 88-.- 0.181 1_ 2072 2078 1124 1_ 4 II

4......._ 0.177 1783 2174 2181 1715 2OlI:I 5 78
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RETIREES' BENEFITS BY:
FINAL AVERAGE SALARY LEVEL
(page 2 of 2)

TAIIU! 4 -IN S1.0G0 INCIlEMI!NT8

TOTAL REI'IRII!II COUNTED • 211,_ (Excludes the Syetem retirees)

FINAL ~OF •••• 'AYEIWI& IIONTK.Y BENEFIT AMOUNT" •••• ORIGINAL ORIGINAL

AYEJlAGI! TOTAL CURRENT NOIlIIAL- NORMAL- dRIGINAL NORMAL- IIONTK.Y IIONTK.Y
/WARY WICOl.AS !ZED !ZED !ZED BENEFIT'S BENEFIT'

ORIG-. CURRENT ORIG-. ~ DOl.I.AR
WICOl.AS WICOl.AS INCIlEAllE INCREAIII!-.• 0.181 1140 2217 222lI 17!l1 2122 5 82

51-51•• 0.131 1807 2437 2441 I. Zl82 4 71

52-52.. 0.1. 1_ - ZIIII 1_ 23114 4 74

53-53.. o.oa 11., - 2411 1174 2:lI1 5 17

54-64•• 0.111 1101 21. 2182 1738 2114 4 llll-.- 0.0. 2042 2_ 2470 1871 2382 .3 M-.- 0.012 2007 2541 - 111111 2471 3 52
57-57•• 0.01 2172 - 2112 2101 2132 3 llll-.. 0._ 1114 2311 2371 1101 2211 1 •5_..

0.012 2043 24M 2482 '* 2310 • 113

eo-eo•• 0.03lS 2203 21110 21113 2143 2133 3 10

.1-51•• 0.018 2181 %707 2713 2102 2111 4 71

62-12•• 0.03lS 2108 2171 2112 203lS 2484 4 73-.. 0.03lS 2I5ll3 - - 2471 - 3 84-.. 0.03lS 2114 3312 3381 2441 3'Z7O 3 73

-.- 0.012 'lZT7 2841 2lI48 21. 2748 4 71

-.- 0.023 2342 211111 21118 22lI8 2117 4 84

17-57._ 0.03lS 2:lI1 30IlI 3011 22IIlI 21183 3 71...... 0.012 1_ 2IIlO 2171 1721 23lI2 8 141-.- 0.012 2171 3352 3352 2124 3211 3 511

70-70•• 0.015 Il121 21. 21. 1_ 21511 2 32

71-71._ 0.027 2201 2171 2IIlI 2117 2173 4 •
72-72•• 0.0111 2_ - 3600 2332 338ll 3 72

73-73._ 0.023 2108 21134 21134 2OlI7 2171 2 41

74-74•• 0.018 2_ 3104 3113 2421 3411 3 ..
71-71•• 0.004 2471 41. 41111 2427 - 2 48

711-711•• 0.018 2111 3033 3037 2417 2818 4 101

n·n.• 0.004 3017 3IIlI 3_ - 3411 • In

78-71•• 0._ 1_ 12111 1301 lOGO 1184 8 •
78-71•• 0.004 3711 4211 4218 3171 - 5 208-.eo._ 0.012 2310 3724 3721 22114 - 4 •
81-81•• 0.011 2118 4243 - 2730 4124 3 •-.. 0.012 23lI8 33711 3371 Zl82 3312 2 47-.. O.OGO 0 0 0 0 0 0 0

84-84•• O.OGO 0 0 0 0 0 0 0

8lI-8lI•• 0.004 2824 21122 21122 2lI72 - 2 52..... O.OGO 0 0 0 0 0 0 0

17-87•• 0.004 2710 3112 3112 2117 _1 2 53.... 0.004 - 4tn 4tn 423Il 4871 2 8Il-.. 0._ 2118 3lI54 3IlI4 2713 3434 4 101-.. 0.004 - 4300 4300 3440 42111 2 III
81-81•• O.OGO 0 0 0 0 0 0 0-.- 0.004 21123 3210 3210 2lI72 32111 2 51
83-lI3.0G0 O.OGO 0 0 0 0 0 0 0

84-84.- 0.004 34. - - 3427 4732 2 118..... O.OGO 0 0 0 0 0 0 0..... 0.004 - - - 4420 5112 0 171

17-87•• 0.004 3ns IOIlI IOIlI 3701 41117 0 74..... O.OGO 0 0 0 0 0 0 0-.- O.OGO 0 0 0 0 0 0 0

100-100.8 2:2:!! m! ~ ~ !!!2 3!lS ! ~

AYEIWIE 100 $5B7 $829 $837 $471 $631 4 $82
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After 1011nl Before 7I1n5 1.25 1.50 8.8&7 $347 $383 $372 $158 $18& 120 $18&
After 7I1n5 Before 7I1n8 1.25 2.00 11.888 38& 38& 3&& 218 233 71 153
After 711n8 Before 7/1/85 1.50 2.00 45.338 588 821 831 480 513 23 108
After 7/1/85 2.00 2.00 24.557 733 842 842 714 821 3 19

SYSTEM: FIELD-PLAN> NlA N/A 8.233 205 205 221 85 92 141 120
SYSTEM: PTYPE NOT 3,4 NlA NlA 0.488 383 438 453 373 428 3 10
SYSTEM: DOR < 1011m NlA NlA 1:!1! ~ ~ ~ 1:!! m 1H ill

Al/ERME 100 $534 $581 $588 $433 $487 23 $101

RETIREES' BENEFITS BY:
RETlREMENT FORMULA PERCENTAGE MULllPUER

TAllLEIi
TOTAL_COUNTED- 211,-

a.A8lOf'
PeRCENTME
UULTIPUER

"UULT. "UULT.
PAST FUTURE

SElMCE SEIMCE

c- lA/lOr
7n187l 7n187l

"0'
TOTAL

••• • aAVERME UONnI.Y BENEFIT~ ••••
CURREHT NOAMM.- NORMM.- _ NOAMM.-

WICOLA8 !ZED !ZED !ZED
0llI8-. CURREHT 0_-'
WICOLA8 WICOLA8

Appendix 10 - 7

0llI8-.
MONTK.Y
BENEFIT"S..
INCREASE

O_INAL
MONTK.Y
BENEFIT'
OOI.J.AR

INCREASE

I
I
I
I
I
I

ESTlIIATED AIlERA8E ITOTAL ADJUSTBl

INITW. MOHTK.Y
MONTK.Y BENEFIT
COST TO wmt

I- THEN
BENEPIT8 ~..

UP TO prilIIl'
THE_ COI,A'.

$214,903 $488 I188,830 428
534,270 806

0 733

I0 205
0 383

2 ~

I$567

I
I
I
I
I
I
I
I
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RETIREES' BENEFITS BY:
RETIREMENT PLAN OPTION

TAIIU!'
TOTAL REIVU!ES COUNl1!Il-

__
PLAN ~OF ••• • -AVERAGE MON'IlLY 8ENEFIT AMOUNr •••• ORIGINAL ORIGINAL
0Pll0N TOTAL CUMEHl' NORMAL- NOfIMM.- ORIGINAL NORMAL.- YONlK.Y IIONlK.Y

WICOLAS !ZED !ZED !ZED IlENS'IT"S IlENS'IT"S
ORIGINAL CUflAI!N1' ORIG_ ~ llOIJ.AR
WICOI.A8 WICOLAS INCIlEASe INCREASE

PLAN: 81 22.833 $556 $558 $556 $472 $472 18 $83
PLAN: 82 11.898 538 574 578 440 474 22 98
PLAN: 83 29.475 508 560 589 393 442 29 115
PLAN: 84 12.480 522 853 870 438 583 19 84
PLAN: 55 3.848 809 974 988 709 887 14 100
PLAN: 88 4.780 818 955 985 723 854 13 96
PLAN: 87 3.961 729 899 901 710 875 3 19
PLAN: 82 0.103 466 466 466 388 388 18 89
PLAN: 83 0.182 382 383 382 255 255 37 97
PLAN: 84 0.079 482 482 482 472 472 2 10
PLAN: 85 0.04.5 502 504 502 329 329 53 173
PLAN: 88 0.055 420 420 420 258 258 84 184
PLAN: 87 0.024 294 294 294 270 270 9 24
PLAN: 92 0.021 419 466 466 405 440 3 14
PLAN: 93 0.344 402 437 448 304 337 32 98
PLAN: 94 0.828 345 402 428 209 259 55 138
PLAN: 95 0.134 387 441 457 234 280 55 153
PLAN: 98 0.148 309 338 349 1n 201 75 132
PLAN: 97 0.055 250 315 315 242 304 3 8

SYSTEM: 10 2.938 219 217 219 72 72 204 147
SYSTEM: 20 1.893 298 302 310 102 105 192 198
SYSTEM: 30 2.829 255 272 288 as 96 201 1n
SYSTEM: 40 0.592 248 280 285 89 104 178 157
SYSTEM: 42 0.289 198 217 228 52 80 281 148
SYSTEM: 43 0.210 195 254 337 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: 53 0.048 274 2n 274 97 97 182 1n
SYSTEM: 59 0.007 758 758 758 227 227 234 531
SYSTEM: 70 0.014 178 1n 178 50 50 252 128
SYSTEM: 71 ~ m ~ m !!! !!! ~ ~

A_I 100 $534
_1 .. $433 $487 23 $101
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RETIREES' BENEFITS BY:
YEARS OF SERVICE AND SALARY UNDER $12,000
(Page 1 012)

TAILE 7 - UNOI!R 112._PM

TlJI'AL RImIlEES COUNTED • 10,041 (Excludes Syetem retll'888)

~ ... OF • ••• -AVl!RMI! MONnLY BENEfIT AMOUNr •••• ORl8INM. ORl8INM.
OF TlJI'AL CURRI!H1" NOAIoW.- NORIW.- 1OAI81NM. NORIW.- IolONllLY IolON1lI.Y

Sl!fMCE - IZED IZED IZED BENEI'IT'B BENEFlrB
ORIIIINM. CUMI!Nf ORl8INM. ... DOU.MI
WICOl.A8 WICOl.A8 INCREASE INCAEAIE

2 0.32B $II $ll8 1103 S2I S27 280 170
3 0.7. 111 114 121 32 35 247 78
4 I .• 131 138 144 41 46 220 eo
5 4.• 134 140 148 56 81 138 78
8 8.042 141 154 103 Il5 72 125 81
7 5.823 Il13 172 181 78 84 114 87
8 5.31111 174 183 182 Il5 114 108 •
8 5.• 1. 208 218 88 108 " 87

10 5.854 207 218 221 114 124 82 83
11 5.1M3 221 23:l 240 118 128 • 102
12 5.52ll 234 241 2Il3 134 146 75 100
13 5.32B 241 287 2Il3 143 103 72 103
14 5.017 288 280 - 182 175 84 104
15 4.837 2llI 288 302 1. 178 70 118
18 4.380 301 317 324 178 182 • 123
17 3.8152 317 332 341 183 207 84 124
18 3.474 32B 348 351 187 210 87 132

18 3.018 341 384 371 210 224 • 138

20 3.444 3152 373 383 213 231 1111 1311
21 2.1111 381 384 3114 218 237 • 143

22 2.318 378 387 408 228 241 • 148

23 2.081 40ll 428 437 2152 • 82 157

24 1.11. 407 421 438 2l5O 288 83 157

25 1.1523 418 437 441 241 257 73 175

28 1.404 44ll 471 480 274 2112 84 178

27 0.841 43ll 482 471 273 283 81 ,.
28 0._ 488 4eo 500 283 304 84 182

28 0.7. 488 483 502 - 310 81 In
30 0.n8 487 SOl 513 285 310 84 182
31 0.528 407 522 531 308 32B 81 1.

32 0.• 510 544 554 321 34ll 58 ,.
33 0.478 533 554 574 335 382 58 187
34 0.488 527 558 587 318 344 1111 208
35 0.388 558 5llO - 331 358 • 224
38 0.378 502 5152 554 300 337 87 202

37 0.•

_
874 ll80 418 430 58 242

38 O.D 824 1111 - 348 373 78 275
38 0.32B ISO lIBl - 374 3118 74 278
40 0.278 lll54 878 - 384 382 80 -41 O.D 882 ., 703 380 383 84 302
42 0.• - - - 378 383 n -43 0.• 700 728 742 - 412 80 311
44 0.1. H4 714 730 370 388 • 324
45 0.108 - n2 720 3Il1I 374 83 330
41 0.070 700 722 733 388 418 n 304
47 0.080 708 73ll 784 370 404 81 33lI
41 0.010 ll80 738 7S8 340 378 100 340
48 0.010 781 84ll 1111 378 417 108 408
SO Ul! ~ !i! ~ ~ !!l !! ~

A_I 100 $278 $280 $288 $157 $'170 78 $'118

Appendix 10 - 9

I
I
I
I
I

I
I
I
I
I
I
I
I
I

I
I



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

RETIREES' BENEFITS BY:
YEARS OF SERVICE AND SALARY OVER $12,000
(Page 2 of 2)

TAIIUI7 - OIlER 112,000 PM

TOTAL RET1REE8 COUHl'l!D • 11,847 (Exclude. Syetem retiree.)

YENl8 ...OF • • • • -AVERME MONnLY BENEfIT AMOUNr •••• ORlliINAL ORlliINAL
Of' TOTAL CURRENl' NO-.. NO-.. i)RlliINAL NORMAL- YONTK.Y YONTK.Y- - IZID IZID IZID 81!N1!F1rS 81!N1!F1rS

ORlllINAL CURRENl' ORlllINAL ... DOU.AR- WlCClLA8 INCREAII& INCREAII&

1 0.071 110 113 121 30 33 2fI7 -2 0.113 I. 182 1. • 108 71 74
3 0.21' 203 ZllI ZIt 123 148 IllS 80
4 O.ZIt 170 183 ,. 113 1211 50 57
5 1.380 178 204 210 I. 113 28 40
8 2.01. 204 230 ZI8 182 187 211 42
7 2.1. 221 254 281 1. 211 23 42
8 2.248 280 284 301 213 248 22 47

• 2._ - 32ll 334 ZI8 271 23 53
10 3.838 338 311 374 284 318 18 52
11 3.844 374 410 418 318 352 18 58
12 3.582 401 441 448 348 - 18 58
13 3.813 440 482 487 377 417 17 13
14 4.02ll 487 533 538 423 487 15 14
15 4._ 51. 570 577 480 488 15 •
18 4.1211 571 823 828 500 550 14 71
17 4.128 808 857 m 530 588 15 78
18 4.270 848 700 708 583 818 15 82
1. 4.2. m 741 748 580 - 14 •
20 4."0 712 788 783 824 - 14 •
21 4.314 757 833 840 est 741 13 •
22 3.131 804 887 - 710 7., 13 1M
23 uee - 818 824 748 81. 13 •
24 3.123 801 .., til 804 880 12 .7
211 3._ 1178 1087 1_ 880 887 11 "28 3.387 1_ 11M 1182 838 1082 10 87
27 3.048 1124 1281 1301 102ll 1187 10 "28 3.023 11 IllS 1307 1318 111153 1200 10 102
28 2.780 1278 1482 1500 1111 I. 8 83
30 2.502 ,., leel 1588 1232 1474 8 88
31 1.858 1448 1748 1757 13M 1848 7 •
32 1.808 1408 I_ I_ 13GB 1571 8 102

• 1.543 1483 1741 1748 1387 1828 8 108
34 1.1. 1458 1_ 1857 1347 1543 8 111
31 1.003 leoo 18111 Il11i8 1480 1738 7 110
38 0._ 1577 1788 1783 1482 1_ 8 118
37 0._ 14211 1873 ll580 1301 1_ 10 125
38 0.502 1417 184.

,_
1258 nil 13 158

38 0.301 1371 1487 I. 1183 1303 15 171
40 0.332 1401 1527 1537 1223 1341 15 180
41 0.182 11117 1_ 1284 1008 1087 1. 1.
42 0.132 1278 1381 1311 1038 1114 23 ZIt
43 0.11' 1287 I. I_

I_ 1147 l' 204
44 0.011 1248 1307 1318 1178 1028 27 2fI7
48 0.018 1258 1378 I. 8117 1107 28 282
48 0.018 1142 1111 11. - 870 20 182
47 0.018 887 102ll 1_ m Illl8 58 382
48 0._ 1032 1011 10M m 801 33 2115
50 !9 m! m! m! ~ ~ .!! l!!

AIIERNilE 100 $751 $843 $850 S8lI8 $758 12 $81
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RE:rIREES' BENEFITS BY:
YEAR OF RE:rIREMENT

TAlILE8
TOTAL REI'lREES COUHTBl • 28._

YEAR '1'01' •••• •AVERME MONnLY BENEFIT AMOUNr' •••• 0--. O_INM.
TOTAL CURFl£Hl' NO..-,- NORMM.- 0RI8INM. -- IIOHTILY IolONTtt.Y

WlCOUS !ZED !ZED !ZED III!Nl!I'I1"S III!Nl!I'I1"S
0AIlIINM. C~, O_INM. '1'. IlOU.AR

WICOLM WICClLA8 IHCREAIlE INCREASE

1933 0.003 $208 $223 $208 $48 $48 320 $157
1938 0.003 920 920 920 277 277 232 843
1948 0.003 442 814 891 107 188 313 335
1947 0.003 571 571 571 150 150 281 421
1948 0.007 274 298 274 71 71 288 203
1949 0.010 553 948 1105 143 288 287 410
1951 0.003 838 984 1078 172 292 270 484
1952 0.007 758 848 875 215 248 253 543
1953 0.010 377 773 1198 93 289 305 284
1954 0.010 508 552 558 141 155 259 385
1958 0.014 439 452 445 122 124 280 317
1957 0.014 321 335 327 84 85 282 237
1958 0.014 408 418 408 118 118 248 290
1959 0.034 541 583 570 184 172 230 377
1980 0.045 403 421 418 122 125 230 281
1981 0.100 415 420 437 122 127 240 293
1982 0.148 303 319 328 84 90 281 219
1983 0.188 272 272 289 71 74 283 201
1984 0.251 322 338 344 98 102 235 228
1985 0.344 289 29B 304 88 90 238 203
1988 0.437 311 317 327 97 102 221 214
1987 0.854 272 282 285 84 88 224 188
1988 0.723 288 298 299 95 98 203 193
1989 0.984 278 281 288 90 94 207 188
1970 1.108 280 288 278 85 91 208 175
1971 1.578 324 332 343 125 132 159 199
1972 2.185 332 343 352 135 143 148 197
1973 2.581 313 329 340 130 140 141 183
1974 2.478 337 352 388 182 175 108 175
1975 3.394 34B 383 372 189 202 84 159
1978 4.233 388 385 395 210 228 74 158
1977 4.419 380 380 390 214 231 88 148
1978 4.313 420 444 454 272 293 54 148
1979 4.484 453 480 489 313 337 45 140
1980 4.774 452 482 492 328 355 39 128
1981 8.188 471 508 520 353 389 33 118
1982 7.988 489 535 549 374 418 31 115
1983 18.872 734 820 828 845 728 14 89
1984 3.187 321 382 387 278 317 15 43
1985 5.242 502 589 570 479 543 5 23
1988 8.877 842 741 741 822 718 3 20
1987 7.489 772 889 889 757 872 2 15
1988 7.082 ~ !§§ !§§ ~ ~ ~ .1Z

AYEIWiII 100 $534 $581 $588 $433 $487 23 $101
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RETIREES' BENEFITS BY:
PERCENT OF RETIREE PAYROll EUGIBLE FOR
POST RETIREMENT BENEFIT ENHANCEMENT
(Identifies when they will reach what age and be retired n years)
(Pagel 0'2)

TABLE I

TOTAL_COUNTED •
_c&

,

AGE .••••••••••••••••••••••••.NUMBER OF YEARS RETIRED.•.•••••••••••.••...•.•.••••
0 1 2 3 4 5 6 7 8 9+

0 ooסס.1 0._ 0.TTf7 0.'" 0._ 0.5117 0.4007 0.3272 0.2730 0.23211
1 0._ 0.8Ill4 0.TTf7 D._ o._ 0.5115 0.4007 0.3272 0.2730 0.23211
2 0.1l,88ll 0.8Ill4 0.TTf7 D._ o._ 0.511_ 0.4007 0.3272 0.2730 0.23211
3 0._ 0.8Ill4 0.TTf7 0._ 0.11413 Ull_ 0.4007 0.3272 0.2730 0.23211
4 0._ 0.8853 0.7775 0."71 0.11412 0.5115 0._ 0.3271 0.2721 0.2328
5 0._ 0.8852 0.7775 0.11878 0.ll481 0.5115 0._ 0.3271 0.2721 0.2328

- 0.1llllI7 0.8852 0.7775 0.978 0....., 0.5114 0._ 0.3271 0.2721 0.23211
7 0.l1li7 0.8852 0.7775 0.978 0.11411 0.5114 0._ 0.32TI 0.2721 0.2328
I 0.1llllI7 0.8852 0.7775 0.11878 0....., 0.5114 0._ 0.3271 0.2721 0.2328
g 0.1llllI7 0.8852 0.7775 0.11878 0....., 0.5114 0._ 0.3271 0.2721 0.2328

10 0.l1li7 0.8852 0.m4 0.1l8T7 0.11411 0.5114 0._ 0.3271 0.2721 0.2328
II 0.l1li7 0.•, 0.m4 0.1l8T7 0._ 0.5114 0._ 0.3270 0.2728 0.2327
12 0._ 0.•' 0.m4 0.11877 0._ 0.5113 0._ 0.3270 0.2728 0.2327
13 0._ 0.•' 0.m4 0.11877 0._ 0.5113 0._ 0.3270 0.2721 0.2327
14 0._ 0.•' 0.m4 0.11877 0._ 0.5113 0._ 0.3270 0.2728 0.2327
15 0._ 0.•' 0.7773 0.11877 0._ 0.5113 0._ 0.3270 0.2728 0.2327
11 0._ 0._ 0.7773 0.11878 0." 0.5113 D._ o._ 0.2727 0.2328
17 0._ 0._ 0.7773 0.978 0." 0.5113 D._ o._ 0.2727 0.2328
11 D._ o._ 0.7773

D.__
D... 0.5113 D._ o._ 0.2727 0.2328

1. D._ o._ 0.7773 0.978 0." 0.5113 D._
o._

0.2727 0.2321
20 0._ 0._ 0.7773 D._ O... 0.5113 0._ 0._ 0.2727 0.2328
21 0._ 0._ 0.7773

0.__

0." 0.5113 D._ o._ 0.2727 0.2321
22 D._ o._ 0.7773

0.__

0." 0.5113 D._ o._ 0.2727 0.2328
23 0._ 0._ 0.7773 D._ o... 0.5113 D._ o._ 0.2727 0.2328
24 D._ o._ 0.7773 0._ 0." 0.5113 D._ o._ 0.2727 0.2321
25 0._ 0._ 0.7773

D.__
D... 0.5113 D._ o._ 0.2727 0.2321

21 0._ 0._ 0.7773
0.__

0... 0.5113 D._ o._ 0.2727 0.2321
27 0._ 0._ 0.7773 0.11878 0." 0.5113 0._ 0._ 0.2727 0.2328
28 0._ 0._ 0.7773 O.lI87t 0." 0.5112 D._ o._ 0.2727 0.2328
2lI D._ o._ 0.7773 0.1l878 0." 0.5112 D._ o._ 0.2727 0.2328
30 D._ o._ 0.7773 0.1l878 0._ 0.5112 D._ o._ 0.2727 0.2328
31 D._ o._ 0.7773 0.1I87t 0." 0.5112 D._ o._ 0.2727 0.2321
32 0._ 0._ 0.7773 0.1I87t 0." 0.5112 D._ o._ 0.2727 0.2321
33 D._ o._ 0.7773 0.1l878 0._ 0.5112 0._ 0._ 0.2727 0.2328
34 0._ 0._ 0.7773 0.11878 0." 0.5112 D._ o._ 0.2727 0.2321
35 D._ o._ 0.7773 0.11871 0._ 0.5112 D._

o._
0.2727 0.2328

38 D._ o._ 0.7773 0.1171 0._ 0.5112 D._ o._ 0.2727 0.2328
37 D._ o._ 0.7773 0._1 0._ 0.5112 0._ 0.32IlI 0.2727 0.2328
38 0._ 0._ 0.7772 0._1 0." 0.5112 D._ O._ 0.2727 0.2328
38 0._ 0._ 0.7772 0.1l875 0._ 0.5112 0._ 0.32M 0.2727 0.2328
40 D._ O._ 0.7772 0.1l875 0._ 0.5112 0._ 0.3211 0.2727 0.2328
41 0._ 0._ 0.7772 0.1l875 0._ 0.5112 0._ 0.32M 0.2727 0.2321
42 D._ O._ 0.7772 0.1l875 0._ 0.5112 0._ 0.3211 0.2727 0.2321
43 D._ O._ 0.7772 0.11878 0._ 0.5112 0._ 0.3211 0.2727 0.2321
44 D._ O._ 0.7772 0.1l875 0._ 0.5112 0._ 0.3211 0.2727 0.2328
4lI 0._ 0._ 0.7772 0.11878 0._ 0.5112 0._ 0.3211 0.2727 0.2328
4lI D._ O._ 0.7772 0.1l875 0._ 0.5112 0._ 0.3211 0.2727 0.2321
47 D._ O._ 0.7772 0.1l875 0._ 0.5112 0._ 0.32M 0.2727 0.2328
4lI 0._ 0._ 0.7772 0.1l875 0._ 0.5111 0._ 0.32M 0.2728 0.2325
41 D._ o._ 0.7772 0.1l875 0._ 0.5111 D._ O._ 0.2728 0.2325
50 D._ O._ 0.7771 0.1l875 0._ 0.5111 D._ O._ 0.2728 0.2325
51 0._ 0.lIlI47 O.ml 0.1174 0._ 0.5111 D._ O._ 0.2728 0.2325
52 0._ 0._ O.ml 0._4 0._ 0.5111 0._ 0._ 0.2721 0.2325
53 0."70 0._ 0.77. 0._4 0.11417 0.5111 D._ O._ 0.2728 0.2325
54 D._ o._ 0.7780 0.1l872 0.11417 0.5111 0._ 0.3211 0.2728 0.2325
55 0."'0 0.•,2 0.7754 D._ O._ 0.5111 0.4002 0._ 0.2728 0.2321
55 0.i132 0.1780 0.7738 D._ O._ 0.5101 0.4002 0._ 0.2728 0.2321
57 0.ill1 0.i724 0.rn2 D._ O._ 0.5102 D.4000 0.32117 0.2728 0.2321
58 0._ 0._ 0.7117 0.923 0._ D._ o._ 0.3211 0.2728 0.2325
Ii 0.1330 0....., 0.7811 D._ O._ 0.5OlI3 0.3812 0.32ll4 0.2725 0.2321
80 0._ 0.1313 0.7'" 0.8111 D._ O._ 0._ 0.3212 0.2725 0.2321
11 0._ 0.8057 0.7325 0.1711 0._ 0.5021 0.3872 0.3217 0.2722 0.2324
12 0._ 0.7758 0.7132 0._ 0.1182 0.4i71 0._ 0.3211 0.2720 0.2322
U 0.7712 0.7388 0.1l872 0._' 0._ 0.4103 0._ 0.3244 0.2711 0.2321
114 0.7225 D._ O._ 0.11511 0._ 0.4807 0._ 0.3233 0.2714 0.2311

85 0.Il101 0._ 0.1107 0.5833 0._ 0.4178 0._ 0.3211 0.2708 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)

TAllLEI
TOTAL RI!I1REE8 COUHT'ED •

__
AGE .••.••••••••••••••••••••••NUMBER OF YEARS RETIRED••••••••••••••..••••••••••••

0 1 2 3 4 5 6 7 8 9+

• 0._ 0._ 0._ 0.5401 0.52211 0.4414 0.3781 0.31112 0._ 0.23Oll

tr1 0.5210 0.51118 0._ 0._ 0.4811 0.4210 0._ 0.31. 0.2l1li5 0.2300

• M- o._ 0.4621 0._ 0.4337 0.31158 0._ 0.3112 0.2tr14 0.22112

• 0._ 0.4018 0.3ll8O 0.3IM 0.3tr18 0.3514 0.3322 0.3048 0.2831 0.2282

70 0._ 0._ 0.3ll2O 0._ 0.3453 0.3280 0.3074 0.2tr14 0.2517 0.2258

71 0.3OllI 0.3088 0.3070 0.3048 0.3020 0.2118 0._ 0.2831 0.2431 0.2218

72 0.2l1li5 0.2111 0.2875 0." 0.2831 0._ 0._ 0._ 0.2258 0._

73 0.2218 0.2214 0.2211 0.22tr1 0.2275 0.2231 0.2181 0.2137 0.2083 0.1131

74 0.1.73 0.1873 0.1871 0.1. 0.1887 0.1138 0.1_ 0.1818 0.1848 0.1782

75 0.1'" 0.1. 0.1887 0.1'" 0.1854 0.1847 0.1827 0.1.,0 0.1513 O.ltr1O

78 0.1402 0.1402 0.1401 0.1400 0.1318 0.1387 0.1381 0.1. 0.1370 0.1380

n 0.1185 0.1185 0.1185 0.1184 0.1183 0.1182 0.1175 0.1178 0.". 0.111S1

75 0.1003 0.1002 0.1002 0.1001 0.1001 0._ 0.0187 0._ 0._ 0.0185

18 0.0830 0.0830 0.0830 0._ 0._ 0.0827 0.0825 0.0825 0.0823 0.081.

80 0._ 0._ 0._ 0._ 0._ 0._ 0.0882 O.OMI 0._ 0.0875

81 0._7 0.0M7 0._ 0._ 0._ 0._ 0.0814 0._ 0._ 0._'
82 0._ 0._ 0._ 0._ 0._ 0.0438 0._ 0._ 0._ 0._

83 0.0348 0.0348 0.0348 0.0348 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

85 0.0214 0.0214 0.0214 0.0214 0.0214 0.0214 0.0213 0.0213 0.0213 0.0212
88 0.0183 0.0183 0.0183 0.0183 0.0183 0.0183 0.0182 0.0182 0.0182 0.0181

tr1 0.0125 0.0125 0.0125 0.0125 0.0125 0.0125 0.0125 0.0125 0.0125 0.0124

88 0._ 0._ 0._ 0._ 0._ 0._ 0._ 0._ 0._ 0._

88 0.0078 0.0078 0.0078 0.0075 0.0075 0.0075 0.0078 0.0075 0.0078 o.oon
10 0.0083 0.0083 0.0083 0.0083 0.0083 0.0083 0.0082 0.0082 0.0082 0.0082., 0.0047 0.0047 0.0047 0.0047 0.0047 0.0047 0.0047 0.0047 0.0047 0.0047

112 0.0034 0.0034 0.0034 0.0034 0.0034 0.0034 0.0034 0.0034 0.0034 0.0034

13 0.0022 0.0022 0.0022 0.0022 0.0022 0.0022 0.0022 0.0022 0.0022 0.0022
14 0.0018 0.0018 0.0018 0.0018 0.0018 0.0018 0.0018 0.0018 0.0018 0.001&
1& 0.0010 0.0010 0.0010 0.0010 0.0010 0.0010 0.0010 0.0010 0.0010 0.0001
1& 0.0007 0.0007 0.0007 0.0007 0.0007 0.0007 0.0007 0.0007 0.0007 0._

87 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004 0.0004.. 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 0.0001 0.0001 0.0001

Appendix 10 - 13

I
..

I
I
I
I
I
I
I
I
I
I
I
I
I

I
I
I



I
•
I
I
I
I
I
I
I
I
I
I
I
'I
I
I
I
I
I
I

RETIREES' BENEFITS BY: ,
YEAR EUGIBLE FOR
POST RETIREMENT BENEFIT ENHANCEMENT
(Identifies when they will reach age 65 and be retired 3 years)

TAlLE10
TOTAL _COUNnlD. a .•

YEAR _OF •••• •AVERME MONTHLY BENEFIT AMOUNr •••• 0Rl8_ 0Rl8_
TOTAL CUAREHr NORMAL- NORMAL- 0Rl8_ NORIW.- UONTK.V UONTK.V

WICOLAII !ZED !ZED !ZED IIENEFI1"S BENI!Fn'S
0Rl8-. CURRENI' 0Rl8_

_
llCllJ.AR-- INCREAIII! ~

1990 82.088 $484 $518 $528 $389 $401 31 $115
1991 8.594 718 798 800 888 784 4 30
1992 2.819 799 929 939 751 878 8 48
1993 2.378 820 980 992 n5 930 8 45
1994 1.835 833 1023 1034 794 980 5 39
1995 1.394 788 1000 1010 753 980 5 35
1998 1.0n 892 1188 1201 880 1149 4 32
1997 0.740 782 1101 1115 751 1083 4 31
1998 0.518 798 11n 1189 787 1139 4 29
1999 0.303 570 882 884 555 840 3 15
2000 0.217 582 919 920 545 894 3 17
2001 0.185 396 898 899 388 881 3 10
2002 0.100 306 574 574 296 559 3 10
2003 0.082 307 443 443 294 427 4 13
2004 0.007 308 308 308 298 298 4 12
2008 0.003 158 169 158 50 50 218 108
2007 0.010 207 207 207 198 198 5 9
2008 0.003 98 98 98 82 82 17 14
2009 0.007 883 883 883 850 850 2 13
2011 0.003 1499 1499 1499 1470 1470 2 29
2015 0.003 765 765 765 392 392 93 383
2018 0.003 234 234 234 127 127 84 107
2028 0.007 283 289 283 184 184 73 119
2037 0.003 178 178 178 48 48 271 130
2038 0.003 547 547 547 285 285 108 282
2039 0.003 314 314 314 202 202 65 112
2042 0.007 373 373 373 231 231 81 142
2043 0.007 228 228 228 108 108 113 120
2044 0.003 492 492 492 330 330 49 182
2048 0.003 115 115 115 18 18 539 97
2048 0.007 588 588 588 318 318 79 250
2050 0.007 908 1005 1011 573 887 58 335
2052 0.007 223 249 238 68 69 298 187
2053 0.003 878 819 831 59Q 734 13 79
2054 2:9.12 §!! !21 §n m m !2 m

A\II!FWIE 100 $534 $691 $598 $433 $487 23 $101
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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 dollars.)

Table 11-1 - Page 1 of2

YeAR I'RINCIPM. INCOME 8R088 AC1'IWIIM. AC1'IWIIM. rAMer ·""PRIIE PAYIoIEHTS""" RETIREE RETIREE- RETURN INCOME LlABLITY SURPLU8 PAlE CURRENT CURFIEN1' PAYROLL PAVROLL
GlV_ RAll! V_ PA8I' V_ INCRI!AIlI! YENl'e COST OF WITHOUT INCREASE
(In_ End PRBE'e End RAll! PRBE - PRBE RAll!- PRBE'e V_

GlV_ Pd-V'-

START: - 8.N A4 10._ - 1.~ 10 10 $300 8.IM
1_ 434 8.N 37 0._ 471 l.N 2 0 320 I.IM

I. - 8.N 40 1IUI31 4113 1.~ 2 2 342 I.IM
1_ 50lI 8.N 43 31.7200 511 1.~ 2 4 3Il5 I.IM

I. 542 8.N 41 48.3344 540 I.N 2 I 310 I.IM
1_ 580 8.N 48 15.47&8 514 I.N 2 8 417 8.1M

Illll7 118 8.N 53 113.1_ 588 I.N 3 10 441 8.IM
1_ Il5ll 8.~ 58 101._ 113 I.N 3 12 475 8.1M

1_ M 8.N 58 120.2835 131 I.N 3 15 508 8.1M

2000 741 8.N 13 131.7_ IlI4 I.N 3 18 542 8.1M

2001 713 8.N 17 158._ 8tO 1.~ 3 20 578 8.1M

2002 82tI 8.N 70 180._ 715 1.~ 4 23 118 I.IM

2003 - I.N 74 202.5_ 74' 1.~ 4 21 ., I.IM

2004 813 8.N 78 224._ 781 I.N 4 2t 70lIl I.IM

2005 858 8.N 8' 248.3347 781 1.~ 5 32 754 8.IM

200lII 1002 8.N BIl 212._ 815 I.N 5 38 805 I.IM

2007 1047 8.N at 287.8113 838 1.~ 5 31 810 5.1M

200lII 1081 8.N 113 324.3171 - 1.~ I 43 818 I.IM

200t 1138 I.N 81 -.- m 1.~ I 47 Il80 I.IM

2010 1178 8.N 100 380.llll14 888 1.~ I 51 1047 I.IM

2011 1221 8.N 104 411.3721 813 1.~ 7 58 1111 I.IM

2012 1212 8.N 107 443._ t2ll I.N 7 10 1184 8.IM

2013 1302 8.N 111 478._ - 1.~ I .. 1271 8.IM

2014 1340 8.N 114 512._ 842 1.~ 8 70 1312 I.IM

2015 1371 8.N 117 548.8118 t43 1.~ 8 75 1458 I.IM

2011
,_

8.N 120 588.5887 831 I.N 10 81 1554 5.IM

2017 1438 8.N 122 131._ m l.N 10 87 1_ I.IM

2018 1483 I.N 124 178.2447 812 I.N 11 113 1772. I.IM

2018 1484 8.N 121 723._ 888 1.N 12 100

,_
8.1M

2020 14llll S.N 127 774.03311 8Il2 1.N 12 107 2022 8.1M

2021 1507 8.N 121 827.8175 807 I.N 13 114 2158 I.IM

2022 1507 S.N 121 884.78BIl 751 1.~ 14 122 230lII 5.IM

2023 14llll 8.N 127 841._ ., l.N 15 131 2483 I.IM

2024 1411 8.N 121 1010.58112 588 I.N II 140 2SlO I.IM

2025 1411 S.N 123 1078.7800 4t4 1.~ 17 148 280t I.IM

2021 1407 8.N 120 1153.1318 373 1.~ IS 180 3000 8.IM

2027 1348 I.N 115 1232._ 231 I.N 20 171 3204 8.IM

21128 1273 8.MII 101 13111.1ilI2D 86 1.0" 7 182 3422 11.8..

202t lIn 8.N 101 12t2.M72 0 l.N 0 181 3158 I.IM

2030 1111 8.N 84 12Ol11.113811 0 1.~ 0 173 3100 I.IM

2031 1033 8.N • 1120.7421 0 I.N 2 1!! ~ I.IM

lUI-TOTALS $288 $2,902 $81,057
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POST-REnREMENT BENEFIT ENHANCEMENT DEDICATED TRUST FUND
FUNDING PROJECTION 111
(Includes the calculation of the PRBE at 65 and retired 3 years rule.
which is 58.33% of the Retiree Payroll dollars.)

Tabl_11-1 - Pao- 2 of 2

YEAR - INCOME G1A088 ACTI.WlIM. ACTI.WlIM. TAIlliII!T •••PR8I! PAYIIEN'1"r·· RETIREE RETIREE- RETURN INCOME UAIIUTY 8URJ1U18 PRIll! CURAEN1' CURREHT PAVAOU. PAYAOU.
01v_ RATE v- PAS!' v_ - YEAR'. cosrOF WlfHOUT INCREAIlE
(In .... I!nd PA8I!'. I!nd RATE PRIll! PNir PRBE RATE- PA8I!'. v_

01 v_ N-Vr-I!nd

2032 - 8.~ 81 1037._ 0 1.1* 0 ,. 4462 e.IM
2033 882 8.~ 71 Ill5U47e 0 1.1* 0 147 41M e.IM
2034 lOll 8.~ lllI m._ 0 1.1* 0 131 5078 e.N
20315 731 8.~ 53 lI02.2411 0 1.1* 0 130 5423 e.IM
20315 1172 1.5'"' 57 m._ 0 1.1* 0 121 57112 8.IM
2037 llO8 8.~ 52 ..- 0 1.0'MI ·0 113 81. 8.IM
2038 547 8.~ 48 1ill3.2OIM 0 1.1* 0 104 - 8.IM
2031 488 8.~ 42 530._ 0 1.1* 0 Il8 70M 8.IM
2040 - 1.5'"' 37 471.0048 0 1.1* 0 • 7S34I 8.IM
2041 383 8.~ 33 415.1501ll1 0 1.1* 0 80 - e.IM
2042 338 8.~ 211 -.- 0 1.1* 0 72 - 8.IM
2043 2111 8.~ 25 31..2472 0 1.1* 0 til 8180 8.IM
2044 251 8.~ 21 272._ 0 1.1* 0 58 - 8.IM
2048 218 8.8'MI 18 2:12._ 0 1.1* 0 51 10471 8.IM
2048 182 8.8'MI 18 187.2718 0 1.0'MI 0 48 11183 8.IM
2047 152 8.8'MI 13

,._
0 1.1* 0 31 1184a 8.IM

2048 127 8.8'MI 11 137.3431 0 1.1* 0 33 121M 8.IM
2048 104 8.8'MI 8 112.7844 0 1.1* 0 28 13822 8.IM
2050 84 8.8'MI 7 81.8_ 0 1.1* 0 24 14548 e.IM
2081 88 8.8'MI • 7:1.4814 0 1.1* 0 20 18838 8.N
2052 54 8.8'MI 8 88.2327 0 1.1* 0 18 1_ ....
2Oll3 42 '.8'MI 4 48._ 0 1.1* 0 13 17723 '.N
2084 32 8.~ 3 :lI5.1213 0 1.1* 0 11 18028 '.N
2088 25 8.8'MI 2 28.7070 0 1.1* 0 8 20218 8.IM
20M 18 8.8'MI 2 20.0183 0 1.1* 0 • 21880 8.IM
2087 14 1.8,", 1 14.7lI84 0 1.0'MI 0 5 230M '.IM
2058 10 8.~ 1 10.7702 0 1.1* 0 4 - '.IM
20lllI 7 8.8'MI 1 7.7323 0 1.1* 0 3 28301 e.IM
2080 5 8.8'MI 0 5.4_ 0 1.0'MI 0 2 - '.IM
2081 4 8.8'MI 0 3.8200 0 1.1* 0 1 - 8.IM
2082 2 8.8'MI 0 2.8283 0 1.1* 0 1 32031 8.IM
2Oll3 2 8.8'MI 0 1.7818 0 1.1* 0 1 34218 '.IM
2084 1 8.8'MI 0 1.1882 0 1.1* 0 0 - 8.IM
2088 1 8.8'MI 0 0.7800 0 1.0'MI 0 0 31030 '.IM
2088 0 8.8'MI 0 0.8013 0 1.1* 0 0 41884 '.IM
2087 0 8.8'MI 0 0.3141 0 1.1* 0 0 _18 '.IM
2088 0 8.8'MI 0 0.1803 0 1.1* 0 0 47545 8.N
20lllI 0 8.8'MI 0 0.1100 0 1.1* 0 0 50778 '.IM
2070 0 UN 0 0._ 0 1.1* 0 0 54231 8.IM
2071 0 8.8'MI 0 0.0280 0 1.1* 0 0 57818 e.IM
2072 0 8.8'MI 0 0.0104 0 1.1* 0 0 .1. ..1M
2073 0 8.N 0 0.0020 0 1.1* 0 0 - 8.IM

2074 0 8.MIt 0 OOסס.0 0 1.0'" 0 0 706li8 8.8...

2071 0 8.N 0 OOסס.0 0 1.1* 0 0 75354 '.IM
207. 0 8.N 0 OOסס.0 0 1.0'MI 0 0 80478 8.IM
2077 0 8.8'MI 0 OOסס.0 0 1.1* 0 0 85851 8.IM
2078 0 8.N 0 OOסס.0 0 1.0'MI 0 0 81785 '.N
2078 0 8.5'"' 0 OOסס.0 0 1.0'MI 0 0 1l8037 8.IM
2080 0 8.8'MI 0 OOסס.0 0 1.0'MI 0 0 104704 '.IM
2081 0 8.N 0 OOסס.0 0 1.1* 0 0 111824 8.N
2082 0 8.8'MI 0 OOסס.0 0 1.0'MI 0 0 118428 '.IM
2083 0 8.8'MI 0 OOסס.0 0 1.1* 0 0 127548 8.N
2084 0 8.8'"' 0 OOסס.0 0 1.1* 0 0 1_ 8.IM
208lI 0 8.N 0 OOסס.0 0 1.1* 2 2 ~ 8.IM

TOTALS $288 $4,585 $2.280,583
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POST-RE11REMENT BENEFIT ENHANCEMENT DEDICATED TRUST FUND
FUNDING PROJECTION 1# 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

YEAR
_ AI.

INCOME
s_

ACTUAAIAL ACTUAAIAL TAAlII!T """_ PAVMEN1'lI""" RET1REE REl1REE- RErURH INCOME UABLITY SUAFW8

_
CUlUUiNT CURRENT PAYROU. PAVROLL

til V_ RATE V_ PNI't V_ INCR!AlIl! YEAR'. COST OF WITHOUT INCREASE

(In'" End
_.

End RATE

_
PNI't

_
RATE- FRIIE'. V_

til V_ Fd-Vr-Cnd

START: $400 8.~ $34 SO.OOOO S434 201M so so $300 8.1M
Il1t2 434 Il.lM 37 OOסס.0 471 201M 4 0 320 8.1M
11183 - 8.~ 40 31.2278 471 201M 4 4 342 I.IM
leM 4" 8.~ 42 13.1184 478 201M 4 8 311 8.1M
1111 !530 8.~ 41 87.2078 478 201M 5 12 380 I.IM
1111 558 8.~ 47 132.0387 474 201M 5 11 417 I.IM
1117 585 I.IM so 118.15111 411 201M 5 20 445 8.1M
1_ 108 8.1M Il2 2OIl._ 411 201M 8 25 478 I.IM

,." - I.IM 53 244.4178 431 201M I 30 !508 8.1M

2000 141 8.1M IlIl 284.7781 418 201M 7 38 542 8.1M
2001 - 8.~ 18 328._ • 201M 7 41 m 8.1M

2002 - I.~ 87 370.1$01 353 201M I 47 118 8.1M
200G - 8.~ 87 415._ - 201M 8 53 881 I.IM
2004 118 8.1M 58 412.4784 257 201M 8 10 708 I.IM
2008 851 8.~ 58 511.5311 1. 201M 10 17 784 I.IM
2008 130 8.1M Il4 582.7107 121 201M 10 74 105 8.1M

2llO7 eoo 8.R 51 818.1513 34 2.~ 4 81 880 8..8'1lo

2008 511 8.~ 41 113.4407 0 201M 0 82 818 I.IM
2008 531 8.~ 41 878.2711 0 201M 0 78 - I.IM
2010 487 8.~ 42 5311.2_ 0 201M 0 .78 1047 8.1M
2011 483 8.1M 31 1502.5183 0 201M 0 73 1118 I.IM
2012 430 8.~ 37 411.2320 0 201M 0 tl8 1184 I.IM
2013 317 8.1M 34 430.11411 0 201M 0 88 1278 I.IM
2014 318 8.~ 31 •.8183 0 201M 0 82 1382 8.1M
2015 - 8.1M 211 381._ 0 201M 0 88 1411 8.1M
2018 303 I.IM 211 328.1833 0 201M 0 55 15114 8.1M
2017 274 8.~ 23 _.lI383 0 201M 0 51 1_ 8....
2018 241 8.1M 21 2111.1715 0 201M 0 47 1772 8....
20111 2111 8.~ III 237.1841 0 201M 0 44 18113 8.1M
2020 184 U .. 18 210.4283 0 201M 0 40 2022 8.1M
2021 170 8.1M 14 184.1738 0 201M 0 38 2188 I.IM
2022 141 8.1M 13 111.1224 0 201M 0 33 2308 8.1M
2023 128 8.~ 11 131._ 0 201M 0 2lI 2483 I ....
2024 110 8.1M 8 1111._ 0 201M 0 211 2830 8.1M
2025 83 I.~ I 101.1853 0 201M 0 23 280lI I.IM
2021 78 I.~ 7 815.00lI1 0 201M 0 20 3000 I.IM
2027 85 I.IM I 70.17lII 0 201M 0 17 3204 8.1M
2028 Il4 8.~ 5 58.1211l1 0 201M 0 15 3422 I.IM
202lI 44 8.1M 4 47.2584 0 201M 0 12 3855 8.1M
2030 38 I.IM 3 37._' 0 201M 0 10 3103 I ....
2031 211 I.IM 2 30.1108 0 201M 2 ! ~ 8.1M

SUII-TOTALlI $102 $1.808 $81,057
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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.)

Tabl.11-2 - Pag. 2 012

YEAR PRINCIPM. INCOME
8_

ACT\lNlW, ACT\lNlW, TARGET ··-PAIE PAYMI!N'I"r·· RET1REE RETIREE- RETURN INCOME UMUTY SUlU'LUS PRIlE Cl.IRRENT Cl.IRRENT PAYROLL PAYROLL
IIIY_ RATE Y- PNIr Y- INCAEA8E YEAR'. COST Of' wmtOUT INCAEASE
(In_ End PRIlE'. End RATE PRIlE PNIr PRIlE RATE- PRIlE'. Y_-

IIIY_ _Yr-£nd- 22 8.~ 2 23.15177 0 2.CMlI 0 7 4<152 8.N
2033 17 8.~ 1 18.11127 0 2.CMlI 0 8 4_ 6.N
2O:l4 13 8.~ 1 13.l14li1 0 2.CMlI 0 4 5078 8;N
20:11 10 8.~ 1 10._ 0 2.CMlI 0 3 5422 8.N
20:11 7 8.~ 1 7.8778 0 2.CMlI 0 3 5782 8.N
2037 e 8.~ 0 5.5843 0 2.CMlI 0 2 81. 8.N- 4 8.~ 0 4.0181 0 2.CMlI 0 1 6806 8.N
203t 3 8.~ 0 2._ 0 2.CMlI 0 1 7056 6.IN
2040 2 8.~ 0

1._
0 2.CMlI 0 1 75:llI 8.N

2041 1 8.~ 0 1.31711 0 2.CMlI 0 I - 8.N
2042 1 8.~ 0 0.ll27S 0 2.IM 0 0 - 8.N- 1 8.~ 0 0.11113 0 2.CMlI 0 0 1180 I.N
2044 0 I.~ 0 0._ 0 2.CMlI 0 0 - 6.N
2048 0 8.~ 0 0.2114 0 2.CMlI 0 0 10471 8.N
2041 0 8.~ 0 0.1631 0 2.CMlI 0 0 11183 I.N
2047 0 8.~ 0 0._ 0 2.CMlI 0 0 11843 I.N
2041 0 8.~ 0 0.05711 0 2.CMlI 0 0 127Sli I.N
2041 0 8.~ 0 0._ 0 2.CMlI 0 0 1:1122 I.N
2050 0 8.~ 0 0.0147 0 2.CMlI 0 0 14541 8.N_,

0 I.~ 0 0._ 0 2.CMlI 0 0 1_ I.N
2052 0 8.~ 0 0.0011 0 2.CMlI 0 0 1_ 8.N

21163 0 8.6'110 0 OOסס.0 0 2.0' 0 0 17723 8.8'

2Ol54 0 8.~ 0 OOסס.0 0 2.CMlI 0 0 1_ 8.N
2056 0 8.~ 0 OOסס.0 0 2.CMlI 0 0 20215 6.N
2056 0 8.~ 0 OOסס.0 0 2.CMlI 0 0 21510 8.N
2057 0 8.~ 0 OOסס.0 0 2.CMlI 0 0 220IlII 8.N- 0 8.5'IfI 0 OOסס.0 0 2.CMlI 0 0 24I2lI 8.N- 0 8.5'IfI 0 OOסס.0 0 2.CMlI 0 0

_,
8.N- 0 8.5'IfI 0 OOסס.0 0 2.CMlI 0 0 - 6.N

2051 0 e.~ 0 ooסס.0 0 2.CMlI 0 0 - 6.N
2062 0 8.~ 0 OOסס.0 0 2.CMlI 0 0 - 8.N
2062 0 8.~ 0 OOסס.0 0 2.CMlI 0 0 34218 8.N
2084 0 e.~ 0 OOסס.0 0 2.CMlI 0 0 - 8.N
206li 0 8.~ 0 OOסס.0 0 2.CMlI 0 0 :lllO:IO 8.N
2056 0 e.~ 0 OOסס.0 0 2.CMlI 0 0 416114 I.N
2057 0 1.5'IfI 0 OOסס.0 0 2.CMlI 0 0 _'I 6.N- 0 8.5'IfI 0 OOסס.0 0 2.CMlI 0 0 471146 8.N
20lIl 0 8.~ 0 OOסס.0 0 2.CMlI 0 0 50778 8.N
2070 0 e.~ 0 OOסס.0 0 2.CMlI 0 0 54221 8.N
2071 0 I.~ 0 OOסס.0 0 2.CMlI 0 0 57111 I.N
2072 0 8.~ 0 OOסס.0 0 2.CMlI 0 0 81858 I.N
2073 0 e.~ 0 OOסס.0 0 2.ll'MI 0 0 - I.N
2074 0 8.~ 0 OOסס.0 0 2.IM 0 0 70SSI 8.N
207lI 0 e.~ 0 OOסס.0 0 2.CMlI 0 0 7S3ll4 I.N
2078 0 e.~ 0 OOסס.0 0 2.CMlI 0 0 80478 8.N
2077 0 8.~ 0 OOסס.0 0 2.CMlI 0 0

_,
8.N

2078 0 e.5'IfI 0 OOסס.0 0 2.CMlI 0 0 1171S 8.N
2078 0 8.~ 0 OOסס.0 0 2.ll'MI 0 0 9lI037 8.N
2080 0 8.~ 0 OOסס.0 0 2.CMlI 0 0 104_ 8.N
2011 0 8.5'IfI 0 OOסס.0 0 2.CMlI 0 0 111824 I.N
2082 0 8.~ 0 OOסס.0 0 2.CMlI 0 0 ,,_ 8.IM
20113 0 8.~ 0 OOסס.0 0 2.IM 0 0 127541 8.N
2OlI4 0 8.~ 0 OOסס.0 0 2.CMlI 0 0 136222 8.N
206li 0 8.~ 0 OOסס.0 0 2.CMlI 2 2 ~ 8.N

TOTM.8 $102 S1.e:n $2,280,583
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POST-RETIREMENT BENEFIT ENHANCEMENT DEDICATED TRUST FUND
FUNDING PROJECTION /I 3
(Includes the calculation of the PRBE at 65 and retired 3 years rule,
which is 58.33% of the Retiree Payroll dollars.)

Table 11-3- Pagel 012

YEAR PRINCIPM. INCOME 8ROSS ACTUNlW. ACTUNlW. TAFl8ET •••PA8E PAYllENTr·· RETIREE AETIREE- RETURN INCOME UAllLITY SUAPLU8 PIlIIE CUIIAENT CURAENl' PAVROU. PAYROLL
alV_ RAT!! V_ PIIBt Y- - YEAR'. cosrOF WITHOUT INCREAIII!

lin..,. 1!114 PRBE'. 1!114 RAT!! PIlIIE - PAB& RATE- PRBE'. V_

alV_ Fd-Vr-End

STAFlT: S400 ..a.. S34 so._ S434 3.1* so so S300 I.N
1_ 434 8.a.. 37 0._ 471 3.1* I 0 320 I.N
1_ .. I.a.. 40 48.11418 4158 3.1* I 5 342 I.N

11184 ... ..MIl 42 115._ 431 3.1* 7 11 - I.NI. 517 I.MIl 44 148.11231 415 3.1* 7 18 380 I.NI. 537 I.MIl 4S
1•._

382 3.1* I 24 417 I.N
11187 550 ..MIl 47 254._ 342 3.1* 8 31 - tl.N
I. 558 I.MIl 47 312._ 2lI3 3.1* 8 38 475 I.N
1_ 558 ..a.. 47 372.800l1 233 3.1* 10 4S 508 I.N

2000 548 ..a.. 47 431.1. III 3.1* 10 84 542 I.N

2001 631 a.Mi1 46 liOO.302lI 7e 3.~ II ISS li78 S,1'Ilt

2002 SCM ..MIl 43 847.2378 0 3.1* 0 70 118 I.N

2003 477 ..a.. 41 51 ..023lI 0 3.1* 0 • SS1 I.N

2004 4SO I.MIl 38 488.11447 0 3.1* 0 • 708 tl.N- 423 ..a.. 38 458.1.7 0 3.1* 0 53 754 tl.N- - ..MIl 34 428.7802 0 3.1* 0 II 80S I.N

2007 388 8.MIl 31 400._ 0 3.1* 0 58 IlIIO I.N

2008 342 I.MIl a 371.48117 0 3.1* 0 sa 818 I.N

2008 311 8.a.. 27 342.87211 0 3.1* 0 53 1180 I.N

2010 ao ..MIl 25 314.7587 0 3.1* 0 50 1047 I.N

2011 - ..a.. 23 287.2884 0 3.1* 0 47 1118 I.N

2012 240 ..MIl 20 2SO.IOll1 0 3.1* 0 44 11M I.N

2013 211 ..MIl 18 234.1278 0 3.1* 0 41 1271 I.N

2014 1M ..MIl 11 210.1C182 0 3.1* 0 38 1382 '.N
2015 172 I.MIl 15 181.5748 0 3.1* 0 35 1_ I.N

201. 151 I.MIl 13 1114.3518 0 3.1* 0 32 1554 I.N

2017 132 ..MIl 11 143.5414 0 3.1* 0 a I. I.N

2011 115 8.a.. 10 124.2530 0 3.1* 0 25 1772 I.N

2018 81 I.a.. 8 108.5307 0 3.1* 0 23 1- I.N

2020 13 ..a.. 7 80.4207 0 3.1* 0 20 2022 I.N

2021 70 ..MIl I 75._ 0 3.1* 0 11 21. I.IM

2022 58 I.MIl 5 13.0815 0 3.1* 0 15 230S '.N
2023 48 I.MIl 4 51.7581 0 3.1* 0 13 24S3 '.N
2024 38 I.a.. 3 41.8131 0 3.1* 0 11 2530 '.N
2025 31 ..MIl 3 33.5870 0 3.1* 0 8 - I.N
2025 24 ..a.. 2 2tl.1Zl1 0 3.1* 0 7 3000 I.N
2027 18 ..MIl 2 20._ 0 3.1* 0 • 3204 '.IM
2025 15 I.IM 1 15._ 0 3.1* 0 5 3422 I.N

2028 11 I.a.. 1 1'.llII47 0 3.1* 0 4 38M '.IM
2030 I ..a.. 1 1.8303 0 3.1* 0 3 3llO3 I.IM
2031 I I.MIl 1 I.sa75 0 3.1* 2 ~ ~ I.IM

SUB-TOTM.lI $78 $1,285 $81,057
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POST-RE11REMENT BENEFIT ENHANCEMENT DEDICATED TRUST FUND
FUNDING PROJECTION It 3
(Includes the calculation of the PRBE at 65 and retired 3 years rule.
which is 58.33% of the Retiree Payroll dollars.)

Table 11-3- Page 2 of2

YEAR PRlNCIPIlI. INCOIIII! ellOlIlI IlCT\.1NUL IlCT\.1NUL TAMEr """PfUlI! PAV_S""" RI!TIRI!I! RETlRl!l!- FUmlRN INCOIIII! UAIIIJTY IIUlU'LUS PfUII! CURRl!Nr CURRI!Nr PAVRClU. PAYRClU.
alV_ RATI! V_ PABr V_ - YEAR'. COST OF WIT1iOUT -(In .... End PfUlI!'. End RATI! PfUlI! PABr PfUII! RATI!- PRBE'. V_

alV_ Pd-Vr-End

2032 4 B.!l'MI 0 4.7480 0 3.el'" 0 2 4452 8.IM
2033 3 B.!l'MI 0 3._ 0 3.el'" 0 1 47li8 8.IM
2034 2 B.!l'MI 0 2.3lI24 0 3.el'" 0 , 5078 8.IM
2038 2 8.!l'MI 0 1.8824 0 3.el'" 0 1 5423 8.N
2038 1 8.!l'MI 0 1.1. 0 3.el'" 0 0 5782 8.N
2037 1 B.!l'MI 0 0.7801 0 3.el'" 0 0 81. e.N
2038 0 8.!l'MI 0 0.5021 0 3.el'" 0 0 - 8.N
2038 0 8.!l'MI 0 0.3210 0 3.el'" 0 0 7088 8.N
2040 0 B.!l'MI 0 0.2087 0 3.el'" 0 0 7S3e 8.N
2041 0 8.!l'MI 0 0.1272 0 3.el'" 0 0 8048 B.N
2042 0 B.!l'MI 0 0.0782 0 3.el'" 0 0 - B.N
2043 0 B.!l'MI 0 0.041B 0 3.el'" 0 0 11180 e.N
2044 0 B.!l'MI 0 0.0210 0 3.el'" 0 0 - 8.N
2048 0 8.!l'MI 0 0._ 0 3.el'" 0 0 10471 B.N
2048 0 B.!l'MI 0 0.0024 0 3.el'" 0 0 11183 B.N

2047 0 a.R 0 OOסס.0 0 3.0'llo 0 0 111M3 8.8'1lo

2048 0 8.lM 0 OOסס.0 0 3.el'" 0 0 127li8 B.N
2048 0 B.!l'MI 0 OOסס.0 0 3.el'" 0 0 13822 B.N
2050 0 B.!l'MI 0 OOסס.0 0 3.el'" 0 0

,_
8.N

2051 0 8.!MlI 0 OOסס.0 0 3.el'" 0 0 1!S538 B.N
2052 0 B.!l'MI 0 OOסס.0 0 3.el'" 0 0 ,- B.N
2083 0 B.!l'MI 0 OOסס.0 0 3.el'" 0 0 17723 8.N
2054 0 B.!l'MI 0 OOסס.0 0 3.el'" 0 0

,_
B.N

2088 0 B.!l'MI 0 OOסס.0 0 3.el'" 0 0 20215 8.N- 0 B.!l'MI 0 OOסס.0 0 3.el'" 0 0 21580 B.N
2057 0 8.N 0 OOסס.0 0 3.el'" 0 0 23OI5lI B.IM
208lI 0 B.!l'MI 0 OOסס.0 0 3.el'" 0 0 2482ll B.N
2OI5lI 0 B.!l'MI 0 OOסס.0 0 3.el'" 0 0 28301 8.N
2050 0 8.!l'MI 0 OOסס.0 0 3.el'" 0 0 - 8.N
2051 0 8.!l'MI 0 OOסס.0 0 3.el'" 0 0 - B.IM
2052 0 8.!l'MI 0 OOסס.0 0 3.el'" 0 0 32ll3lI 8.IM
2083 0 8.!l'MI 0 OOסס.0 0 3.el'" 0 0 3421B 8.N
2054 0 B.!l'MI 0 OOסס.0 0 3.el'" 0 0 *48 8.N
2085 0 8.!l'MI 0 OOסס.0 0 3.el'" 0 0 - B.N- 0 8.!l'MI 0 OOסס.0 0 3.el'" 0 0 41_ 8.N
2087 0 8.!l'MI 0 OOסס.0 0 3.el'" 0 0 4451B 8.N
2088 0 B.!l'MI 0 OOסס.0 0 3.el'" 0 0 47548 8.N
2088 0 B.!l'MI 0 OOסס.0 0 3.el'" 0 0 50778 8.N
2070 0 B.!l'MI 0 OOסס.0 0 3.0'MI 0 0 54231 S.N
2071 0 8.!l'MI 0 OOסס.0 0 3.0'MI 0 0 570111 B.N
2072 0 B.!l'MI 0 OOסס.0 0 3.el'" 0 0 81_ B.N
2073 0 8.!l'MI 0 OOסס.0 0 3.el'" 0 0 - B.N
2074 0 B.!l'MI 0 OOסס.0 0 3.el'" 0 0 70l1S41 8.N
20715 0 B.!l'MI 0 OOסס.0 0 3.el'" 0 0 75354 8.N
207. 0 8.!l'MI 0 OOסס.0 0 3.el'" 0 0 80478 B.N
2077 0 B.MII 0 OOסס.0 0 3.el'" 0 0

_,
8.N

2078 0 B.!l'MI 0 OOסס.0 0 3.0'MI 0 0 1117115 e.N
20711 0 B.!l'MI 0 OOסס.0 0 3.el'" 0 0 _7 8.N
2080 0 8.MII 0 OOסס.0 0 3.el'" 0 0 104704 B.N
2081 0 B.!MlI 0 OOסס.0 0 3.el'" 0 0 111824 8.N
2082 0 8.!l'MI 0 OOסס.0 0 3.el'" 0 0 11_ 8.N
2083 0 B.!l'MI 0 OOסס.0 0 3.0'MI 0 0 12715411 8.IM
2084 0 8.!l'MI 0 OOסס.0 0 3.el'" 0 0

1_
B.N

2085 0 8.N 0 OOסס.0 0 3.el'" 2 2 ~ B.N

TOTALS $79 $1,270 $2.280,583
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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.)

Table 11-4 - Page 1 of 2

YEAR _AI. INCOME QA088 ACTUAIlIM. ACTUAIlIM. TAMEI' ---PA8EPA_-- AEl1REE AEl1REE- REI\IRN INCOME UAIIIJTY -.we PA8E CUfUlENI' CURRENI' PAYROLL PAVAOU.
oIV_ RATE V_ PAST V_ INCREAIIl!

_.
COSTOF Wll'HOUT INCREASE

(In..... £lid
_.

£lid RATE PA8E PAIlI' PA8E RATE- PR8E'. V_
01V_ Pd-V,_

START: S400 a~ S34 OOסס.80 S434 4.il'MI 80 80 S300 UM
1_ 434 a~ 37 OOסס.0 471 4.il'MI 7 0 320 8.1M

I. 4Il3 a~ 38 82.87 440 4.CM 8 7 342 8.IM

1* 487 a~ 41 127._ 401 4.0'MI 8 IS 31& 8.1M,. 50S I.~ 43 1111._ 351 4.il'MI 10 23 380 8.1MI. 514 a~ 44 211._ 2lIO 4.0'MI 10 32 417 8.1M
1_ 515 I.N 44 343.7078 215 4.il'MI 11 42 445 8.1M
1_ sos I.~ 43 422._ 128 4.il'MI 12 $2 475 8.1M

19l1ll 486 8.5'Ilo 41 604.8341 21 4.01ll 2 83 li08 8.lI~

2000 481 aN 38 SOO.l*I 0 4.il'MI 0 83 542 8.1M

2001 437 I.~ 37 47UIII7 0 4.il'MI 0 .1 579 '.IM
2002 413 a~ 35 447._ 0 4.CM 0 lllI .18 "1M
2003 31& ioN 3:1 421.2581 0 4.il'MI 0 57 881 '.IM
2004 3M I.N 31 384••12 0 4.il'MI 0 51 701 '.IM
200S 340 LIM 28 3Sl.4823 0 4.il'MI 0 53 754 8.1M

200S 315 a~ 27 342.3111 0 4.il'MI 0 51 105 8.1M

2007 282 I.N as 311.4211 0 4.CM 0 48 ISO '.IM
200S 211 L~ 23 2lIO.lIZllI 0 4.CM 0 48 818 '.IM
200lI 245 a~ 21 2811.83:12 0 4.il'MI 0 43 aeo 8.1M

2010 223 8.N 18 241.5728 0 4.CM 0 41 1047 '.IM
2011 201 I.N 17 217.8711 0 4.il'MI 0 31 1118 '.IM
2012 180 ioN IS 1••2803 0 4.il'MI 0 as 11114 '.IM
2013 180 8.N 14 173.5703 0 4.il'MI 0 3:1 1278 ..1M

2014 141 aN 12 153._ 0 4.il'MI 0 30 1_ '.IM
2015 123 I.~ 10 133.7373 0 4.il'MI 0 27 1455 '.IM
201. 107 I.N 8 115._ 0 4.il'MI 0 24 1554 8.1M

2017 82 ioN 8 88._ 0 4.il'MI 0 22 1_ 8.1M

2018 71 ioN 7 84.2821 0 4.il'MI 0 1. 1772 8.1M

2018 III I.N • 70.7210 0 4.CM 0 17 1_ 8.1M

2020 54 I.N 5 58._ 0 4.CM 0 14 2022 8.1M

2021 44 I.N 4 48.0781 0 4.CM 0 12 211111 8.1M

2022 31 LIM 3 31._ 0 4.CM 0 10 23Ile 8.1M

2023 28 I.N 2 31.0411 0 4.il'MI 0 8 2483 8.IM

2024 23 I.IM 2 24.423$ 0 4.CM 0 7 2830 8.1M

202S 17 I.N 1 la8311 0 4.il'MI 0 • 2801 ..1M

202S 13 I.N 1 14._ 0 4.CM 0 4 3000 8.1M

2027 10 I.N 1 10._ 0 4.il'MI 0 3 3204 8.1M

2021 7 I.N I 1.0831 0 4.il'MI 0 3 3422 I.IM
2021 5 aN 0 5._ 0 4.il'MI 0 2 38118 I.IM
2030 4 I.IM 0 4.2378 0 4.il'MI 0 1 3803 I.IM
2031 3 aIM 0 3.0070 0 4.il'MI 2 1 ~ '.IM

au....TOTALS $71 $1,130 $81,051
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POST-RETIREMENT BENEFIT ENHANCEMENT DEDICATED TRUST FUND
FUNDING PROJECTION 1# 4
(Includes the calculation of the PRBE at 65 and retired 3 years rule.
which is 58.33% of the Retiree Payroll dollars.)

Table 11-4- Page2of2

YEAR PRINCIPM. INCOME IlR08l1 ACT\IARIM, ACT\IARIM, TAMer •••PR8E PAYMENT..•• RETlIU!E RETlIU!E- RI!1\IAN INCOME LIA8IUTY 8UfUILU8 PAIl! CURRENT CURRENT PAYAOU. PAYAOU.
01 V_ RAn; V_ PA8I' V_ - YEAR'. cosrOF WIT'HOUT -lln"'lII End

_.
End RAn; PRIIE PA8I' PAIl! RAn;- PRBeo. V_

oIV_ Pd-VM5nd

2032 2 '.MII 0 2.1031 0 4.1Jllll 0 1 4452 8.lM
2033 1 ..MIl 0 1.4113 0 4.1Jllll 0 1 419 8.IM
2Oll4 1 ..MIl 0 0._ 0 4.1Jllll 0 0 5078 8.IM
2OllI5 1 ..MIl 0 0._ 0 4.1Jllll 0 0 5423 8.IM
2OllI5 0 ..~ 0 0._ 0 4.1Jllll 0 0 5792 8.IM
2037 0 '.MII 0 0.27IlI 0 4.1Jllll 0 0 81. 8.IM
2038 0 '.MII 0 0.1747 0 4.1Jllll 0 0 - 8.IM
21138 0 ..MIl 0 0.1053 0 4.1Jllll 0 0 7_ 8.IM
2040 0 ..MIl 0 0.0802 0 4.1Jllll 0 0 7538 8.IM
2041 0 ..MIl 0 0.031' 0 4.1Jllll 0 0 11048 8.IM
2042 0 ..MIl 0 0.0141 0 4.1Jllll 0 0 - 8.IM
2043 0 ..MIl 0 0._ 0 4.1Jllll 0 0 all10 8.IM
2044 0 '.MII 0 0.0007 0 4.1Jllll 0 0 - 8.IM

21146 0 8.6'110 0 ooסס.0 0 4.0'lIl 0 0 10471 ll.8'llt- 0 ..~ 0 OOסס.0 0 4.1Jllll 0 0 Ill. 8.IM
2047 0 '.MII 0 OOסס.0 0 4.1Jllll 0 0 11843 8.IM- 0 '.MII 0 OOסס.0 0 4.1Jllll 0 0 1279 8.IM
2041 0 ..MIl 0 OOסס.0 0 4.1Jllll 0 0 13G2 8.IM
2050 0 ..MIl 0 OOסס.0 0 4.1Jllll 0 0 1_ 8.IM
2081 0 ..MIl 0 OOסס.0 0 4.1Jllll 0 0 155311 8.IM
2082 0 '.MII 0 OOסס.0 0 4.1Jllll 0 0 1_ 8.IM
2053 0 '.MII 0 OOסס.0 0 4.1Jllll 0 0 17723 8.IM
2084 0 ..~ 0 OOסס.0 0 4.1Jllll 0 0 1_ 8.IM- 0 ..MIl 0 OOסס.0 0 4.1Jllll 0 0 20218 8.IM- 0 ..MIl 0 OOסס.0 0 4.1Jllll 0 0 21510 8.IM
2057 0 ..MIl 0 OOסס.0 0 4.1Jllll 0 0 230llI 8.IM
20llI 0 ..MIl 0 OOסס.0 0 4.1Jllll 0 0 2_ 8.IM
2051 0 '.MII 0 OOסס.0 0 4.1Jllll 0 0 28301 8.IM
2080 0 8.~ 0 OOסס.0 0 4.1Jllll 0 0 - 8.IM
2081 0 ..MIl 0 OOסס.0 0 4.1Jllll 0 0 - 8.IM
2082 0 ..MIl 0 OOסס.0 0 4.1Jllll 0 0 32031 8.IM
2083 0 ..MIl 0 OOסס.0 0 4.1Jllll 0 0 34218 8.IM
2084 0 ..1M 0 ooסס.0 0 4.1Jllll 0 0 - 8.IM- 0 ..MIl 0 ooסס.0 0 4.1Jllll 0 0 - 8.IM- 0 ..MIl 0 OOסס.0 0 4.1Jllll 0 0 41884 8.IM
2087 0 ..MIl 0 OOסס.0 0 4.1Jllll 0 0 44118 8.lM
2088 0 ..MIl 0 OOסס.0 0 4.1Jllll 0 0 47S4l1 8.IM
2081 0 '.IM 0 OOסס.0 0 4.1Jllll 0 0 50778 8.IM
2070 0 ..MIl 0 OOסס.0 0 4.1Jllll 0 0 54231 8.IM
2071 0 ..MIl 0 OOסס.0 0 4.1Jllll 0 0 57811 8.IM
2072 0 8.1M 0 OOסס.0 0 4.1Jllll 0 0 81_ 8.IM
2073 0 '.IM 0 OOסס.0 0 4.1Jllll 0 0 - 8.IM
2074 0 UM 0 OOסס.0 0 4.1Jllll 0 0 7_ 8.IM
2075 0 ..~ 0 OOסס.0 0 4.1Jllll 0 0 7S354 8.IM
2078 0 ..MIl 0 OOסס.0 0 4.1Jllll 0 0 80478 8.IM
2077 0 ..MIl 0 OOסס.0 0 4.1Jllll 0 0

_,
8.IM

2078 0 ..MIl 0 OOסס.0 0 4.1Jllll 0 0 al785 8.IM
2078 0 '.MII 0 OOסס.0 0 4.1Jllll 0 0 _7 8.IM
20lIO 0 '.MII 0 OOסס.0 0 4.1Jllll 0 0 104704 8.IM
2081 0 8.MII 0 OOסס.0 0 4.1Jllll 0 0 111824 8.IM
2082 0 '.IM 0 OOסס.0 0 4.1Jllll 0 0 ,,_ 8.IM
2083 0 8.1M 0 OOסס.0 0 4.1Jllll 0 0 127541 8.IM
2084 0 ..MIl 0 OOסס.0 0 4.1Jllll 0 0 13G22 8.IM- 0 ..MIl 0 OOסס.0 0 4.1Jllll 2 2 ~ 8.IM

TOTALS $71 $1,133 $2,280,583

Appendix 10 - 22
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Comments
on the

Post Retirement Benefit Enhancement Concept
prepared by the
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ATTACHMENT G

Comments on Post-Retirement Benefit
Enhancement Concept from the

Legislative Council Study

November 16, 1990



THE WYATT COl\1PANY

Dear Retirement Board Members:
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November 16, 1990

SUI";;: 2400 ~OC'" SOX 58

2i2! SAN ";A.CtN1"O S:~E:E:7

iJA~ ... AS. ~::'.'(AS 75201

214 978-3400

="AX; 214 978-3650

U){jztt COMPANYTHE

We look forward to discussing this report with you at the Retirement Board
meeting to be held November 16, 1990.

Comments on Post-Retirement Benefit
Enhancement Concept from the Legislative Council Study

4/~t::t;
W. Michael Carter
Actuary

Retirement Board
Arizona State Retirement System
3815 North Black Canyon Highway
Phoenix, Arizona 85067

Sincerely,

As requested, we have reviewed the Post-Retirement Benefit Enhancement
Concept contained in the final report on the study ofthe 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.

mdl
Enclosure

Ar:-L.Ao~lA.i.. SC:=VICe::S

:OM =~!'-01 SA~!ON ~~CC~AMS

AOM1NIS~:;A;;V£ S'''Si::MS

''l '!";:~NAT10'lA... S E:,,",' Ie ~s



I
I
I
I
I
I
I
I
I
I
I
I
1\
I
I
I
I
I
I

Table of Contents

Executive Summary .

Introduction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Wyatt's Understanding of the PRBE Concept : ..

Observations on the PRBE Concept .

Concluding Remarks .

THE ~a11COMPANY

Section I

Section II

Section III

Section IV

Section V



Section I

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 PREEs

• 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 transfer from ASRS general fund
additional transfers whenever ASRS "Actuarial Value Funding Ratio"
exceeds 105%

• Maximum of 70% of PREE fund's "gross income" may be used for current
PRBE benefit payments

other 30% must increase corpus of PREE 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 PREE distribution mechanism
formulas
no flat dollar increases
payment frequency
assets managed by lAC

• First PRBE not available until age 65 and 3 years of retirement

• Study recommends structuring PRBE mechanism as a separate trust fund

/:)J/)
THE V"',y'o!l CO,",PANY
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Wyatt's Observations on the PRBE Concept
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•

•

•

- 2 -

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

T~E C}fjafl CO".PANY
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•

·3·

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 C}flatl CO",PI\NY
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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.

THE C}flatl COMPANY
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Section II

Introduction

The Retirement Board ofthe 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 CJflot/ COIIIP"N'l'
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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 PREEs.

The intent of this approach is that the cost of future PRBEs (Le., 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 of70% ofPREE "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 PREE adjustment can be made in any future year only if the benefit
being granted will not cause the present value of total PREE 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 ofadditional increases. Thus
once the present value of future payments of prior granted PREEs equal the
account's assets, no new PRBEs can be granted irrespective of the change in the
CPI or other inflation index.

PREE 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.

THE {))flail COMPANY
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The first PRBE granted for any retired member would not be available until the
retiree had reached the later ofage 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.

THE C)ljall CO"lP4NY
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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 offuture benefits from all prior
PRBEs 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 l1Q!1:.

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 U}flatt 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 ofnot 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. --- -- -

The funding approach also uses gains from active member results to finance these
COLAs (or PRBEs) 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 {))fJall 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

The 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 ofJune 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.

THE U)ljall COlilPANY
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1. The calculation ofgross income assumes that the PREE benefit for the year
will be paid as a lump sum on June 30 of each year.

If the PREE is paid monthly, gross income each year will be less.

2. The calculation ofthe 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 (Le., 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.

THE C)/joll COMPANY
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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 lAC 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~IICOMPANY
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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.
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Sincerely,

General Comments on the Kaufmann/Cyberserv Study

EMPLOYEE BENEFITS

RISK MANAGEMENT

INSURA.NCE CONSULTING

HEALTH CARE CONSULTING

EMPLOYEE COMMUNICATIONS

ATTACHMENT H

November 29,1990

SUITE: 2400. LOCK BOX S8

2121 SAN -JACINTO STREET

DALLAS, TEXAS 75201
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'
978-3400

FAX; 12141978- 36S0
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Dear Ed:

Mr. Ed Gallison
Director
Arizona State Retirement System
P. O. Box 33910
Phoenix, Arizona 85067

Should you have any questions concerning the attached, please contact me.

W. Michael Carter
Actuary

mdl
Enclosure

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.

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.

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.

ACTUMllAL SERVICES

COMPENSATION PROGRAMS

ADMINISTRATIVE SYSTEMS

INTERNATIONAL SERVICES
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Comments on the Final Report
on the Study of the Arizona State Retirement System

Study
Page

Number
(1)

Study Item
(2)

Comment
(3)

- -

1.2 Findings - the retirement benefit
amount provided by ASRS equals or
exceeds 73% of the surveyed systems

1.1 Recommendation 6 - ASRS should
keep members informed about supple­
mental, optional employee benefit pro­
bTJ"ams through their employers

1.2 Findings - the inclusion of the em­
ployer contribution rate in the rank
scoring analysis of ASRS retirement
benefits

We prepared a "rank scoring" analysis of
the Arizona State Retirement System's
overall retirement benefits, ... 1'he
Arizona State Retirement System ranks
number 1

1.1 Recommendation 4 - Eliminate the
option to revoke the joint and survivor
annuity option under certain circum­
stances and replace with a pop-up option

- "._.----- ----

While the ranking is number 1 based upon the Study's approach to evaluating retirement
benefits, we believe the overall conclusion may be biased by the ranking system being
used. See our additional comments in a later section.

We concur with this recommendation. It is our understanding that the current statute
(38-781.1O(B)(1» is interpreted to allow a participant to revoke a joint and survivor
option by only showing evidence of good health on the participant and not on the joint
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.

While the intent of this recommendation is good, it should be recognized that such a
responsibility would result in a significant increase in ASRS administrative effort and
expense because of the large number of participating employers and the multitude of
plans that would be available from those employers.

We do not believe that it is proper in evaluating the adequacy of benefits or the level of
the benefits to include the employer contribution rate. While the employer contribution
rate is a function of the level of benefits being provided, it is also very much impacted by
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.

While the ASRS benefit amount equals or exceeds 73% of the surveyed systems, it should
also be noted that it exceeds only 57% of the surveyed systems. It equals the benefit
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.

-----

2

Section 1,
Page 2

Section 1,
Page 2

Section 1,
Page 1

Section 1,
Page 1
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Study
Page

Number
(1)

Study Item
(2)

Comments on the Final Report
on the Study of the Arizona State Retirement System

(Continued)

Comment
(3)

Section 1,
Page 2

Section 1,
Page 2

Section 1,
Page 3

Section 1,
Page 4

Section 1,
Page 4

Section 2,
Page 5

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 "costJbenefit"
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

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
(1)

Studv Item
(2)

Comment
(3)

Section 2,
Page 6

Section 2,
Page 7

Section 3,
Pages
10-15

2.1 Recommendation 8 - ASRS should
have an ongoing program for active
participation in various professional and
trade organizations

2.2 Findings - "there is no ongoing pro­
fessional development and educational
program for the members of the retire­
ment board."

Post-retirement benefit increases

We concur with the intent of the recommendation. It should be noted, however, that both
the director and members of the Board currently participate in the two best educational
organizations for public sector retirement systems. These are the National Council on
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 ~alue of their attendance at those meetings.

As noted in the previous comment, board members have been attending the annual
NCTR conference. It is our opinion that this annual conference consistently provides a
high level of professional development and education for public retirement system
investments, benefits, and administration.

See our "Comments on Post-Retirement Enhancement Concept", dated November 16,
1990.

Quantifying the savings from early retirement windows is very difficult, if not impossible,
since it involves calculations outside the retirement system such as rates of replacement
of retiring personnel, salary adjustments for those replacing employees, associated cost
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 mayor may not be the desired
effect from the Legislature's point of view.

Removing the subsidies in early retirement benefits would certainly be contrary to
general trends within the benefits industry. It may result in the inability of public
employers to provide encouragement for retirement of those older employees whose
productivity may have declined.

It is important to understand that the phrase "early retirement incentive" is intended to
imply a currently active early retirement window. Numerous states have had windows in
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.

4.1 Recommendation 1 - Early retire­
ment incentives should be statutorily
prohibited unless savings can be quanti­
fied

4.2 Findings - 84% of surveyed systems
do not have an early retirement incen­
tive

4.1 Recommendation 2 - Reduce early
retirement factors to more closely ap­
proximate actuarial equivalencies

_.._------ ---------- -
Section 4,
Page 16

Section 4,
Page 16

Section 4,
Page 16
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Study
Page

Number
(1)

Study Item
(2)

Comments on the Final Report
on the Study of the Arizona State Retirement System

(Continued)

Comment
(3)

Section 4,
Page 16

Section 5,
Page 19

4.2 Findings - subsidized early retire­
ment is "at the expense of the Arizona
State Retirement System, its active
members and the participating employ­
ers ... the early retirement benefits are
worth more than normal retirement ...
since normal retirement is effectively
penalized ..."

5.1 Recommendation 1 - the ASRS pri­
mary funding objectives should be incor­
porated into the statutes

We are not sure what the phrase "at the expense of' is intended to imply, nor what the
term "penalized" is intended to mean.

Early retirement subsidies are generally intended to encourage those older workers who
might be less productive to retire, in order to make room for younger workers to advance.
The subsidized early retirement benefits are, in a sense, worth more than normal
retirement. Otherwise, these benefits would not be known as subsidized early retirement
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.

See our following comments on those funding objectives.
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Comments on the Final Report
011 the Study of the Arizona State Retirement System

(Continued)

Study
Page

Number
(1)

Studv Item
(2)

Comment
(3)

Section 5,
Page 19

Section 5,
Page 19

Section 5,
Page 19

Section 5,
Page 19

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 - constitutiona11y
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

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 actua11y
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 certain Iy 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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Study
Page

Number
(1)

Study Item
(2)

Comments on the Final Report
on the Study of the Arizona State Retirement System

(Continued)

Comment
(3)

Section 5,
Page 19

Section 5,
Page 20

Section 5,
Page 20

5.1 Recommendation 6 - require an inde­
pendent actuarial review any time a
change in actuarial assumptions results
in an increase in the contribution rate of
more than.±. 30%

5.1 Recommendation 7 - require an inde­
pendent actuarial review whenever
changes in assumptions cause the actu­
arial accrued liability to change by more
than + 20%

5.1 Recommendation 8 - consider a study
to determine the feasibility and cost
effectiveness of developing contribution
rates by participating employer

If this is to be implemented, there should be exceptions provided if the change is the
result of the experience study itself, or if the change is the result of a modification in the
investment return assumption, salary scale, or actuarial method change. Finally, it
should not include changes in assumptions that are a direct result of legislative changes
in the benefits or benefit eligibility (such changes may require modifications to assump­
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.

The same exception as cited for Recommendation 6 should apply here.

It is important to understand that this would be a major change in actuarial methodology
and plan administration. As such it will greatly increase administrative expense and
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.
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Comments on the Final Report
on the Study of the Arizona State Retirement System

(Continued)

Study
Page

Number
(1)

Study Item
(2)

Comment
(3)

Section 5,
Page 20

5.1 Recommendation 9 - consider an
actuarial study to determine the feasibil­
ity of an employer paid-all system

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.

5.2 Findings - the assumed rates used
by ASRS appear to be reasonable and
renect 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

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

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.

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 assetJIiability study completed in 1989 would suggest
that constitutional limitations on the ability to invest in equities could result in 8 long­
range increase in the cost of the System.

We thank the authors of the study for their complimentary comments on our actuarial
methodology.

-------
Section 5,
Page 22

Section 5,
Page 21

Section 5,
Page 20

Section 5,
Page 20
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Study
Page

Number
(1)

Study Item
(2)

Comments on the Final Report
on the Study of the Arizona State Retirement System

(Continued)

Comment
(3)

Figure 1

Figure 1

Figure 1

l"igure 1

Figure 1

Figure 2

l(b) - provide a total compensation pack­
age that is generally equivalent to com­
parable employment in other public and
private organizations in the State

l(c) - provide a retirement system that
encourages employees to remain in ser­
vice for such periods of time as to pro­
vide a public employer full benefit of the
training and experience gained by these
employees

l(e) - provide a retirement benefit as of
January 1, 1993 that meets certain
conditions

Primary Intent 2 - discourage early
retirement prior to 30 years of service,
and encourage extended employment

Primary Intent 3 - not meet 100% of a
member's post-retirement income re­
quirements

Funding Objective 2 - maintain an Actu­
arial Value F'unding Ratio at 1.05 or
greater

If the primary intent includes a requirement to be generally equivalent to private sector
benefits, a movement for a true, guaranteed COLA would all but be precluded, since
almost no private sector employers in Arizona would have such a provision.

From time to time, there will be cases that arise in which it is to the public employer's
benefit to have an employee retire earlier rather than later. Therefore this intent could
conceivably conflict with Primary Intent Number 2 of Figure 1 which recommends
discouraging early retirement.

There seems to be no clear explanation of what the meaning of this Primary Intent item
is. It needs to be clarified so that proper evaluation of this item can be made.

It needs to be noted that the implementation of this intent would eliminate early
retirement subsidies. It is important for the legislature and the System's members to
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?

This intent needs to be clarified as to whether it means that a service limit be placed on
the benefit formula. In addition, it needs to be clarified how anciHary benefits such 8S the
health insurance premium supplement fit into this statement.

See our earlier discussion of this concept. The term Actuarial Value Funding Ratio needs
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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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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ATTACHMENT Ia

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,

~r~
Vice President

AEMlcm

Two North Central Avenue, Suite 1900 • Phoenix, Arizona 85004 • (602) 257-7770
Member New York Stock ExcJumge, Inc.
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ATTACHMENT Ib

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,

~~~
Vice PreSide;;" r-

AEMlcm

Two North Central Avenue, Suite 1900 • Phoenix, Arizona 85004 • (602) 257·7770
Member New York Stock Exchilnge. Inc.


