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The foregoing preface has been prepared by the Minnesota Retirement Study Association.
We ‘have also inserted the handwritten comments in the body of the report, and have
written the appendix. We hope that these additions will be of assistance to PERA
members in understanding better some of the complicated ideas used by My, St. John

in his study,

The following report by Mr, St. John is published (without alteration or omission)
as a service to PERA members, the entire cost of publication has been met by
voluntary contributions from PERA members who make up the Minnesota Letirement
Study Association,

PREFACE |
Comments by the Minnesota Hetirement Study Association
(PERA Membership Organization)

The PERA report of John St. John, independent consulting actuary hired by the PERA
board at a cost of more than ten thousand dollars, is now in and part of the public
record,

What it revels is a tottering structure on a shaky foundation.

Mr. St. John is a national figure in the actuarial field and has appeared before
Congress as an expert witness a number of times, He submitted his report on June 29,

1956,

Under present law, the report discloses, PERA should now have a reserve fund of more
than $231,000,000. It actually has %16,000,000, Thus, the fund is $215,000,000
short of actuarial soundness or, in other words, for each active and rétired member
there is an actuarial deficit of more than 56,000,00 towards paying present and
future benefits. '

The contribution rate of our retirement system has never been high enough to support
the system's benefit level., "Hormal Cost" is the contribution rate which (with .
interest return) would pay all benefits for members provided they paid that rate from
the system's beginning. Mr. St. John estimated that a 1L% contribution would be normal
cost for PERA, '

What would a 1% contribution in 1957 mean to the fund? The actuarial deficit would
be reduced to §;2§&999Aooq‘from %215,000,000, but since we would have to make up lost
‘interest on the dericit, our contribution would actually have to be L% over the
regular 14% or a total of 18%., This 18% contribution would be necessary to prevent
the deficit from growing larger.

Or, suppose we wish to erase the 128 million dollar deficit by amortizing it over

LO years and then return to the normal cost of PERA, We would have to devote 6% of
payroll for LO years to reducing the deficit as well as continue the normal 14% cost.
This would mean a 20% contribution rate for the next L0 years and 14% thereafter.

Though it would have been impractical to begin PERA on a fully funded basis 25 years
ago, had the Board adopted funding on a gradual basis (when experts urged them to in
194l and 1948) we would not be in the present impossible predicament.

What are we faced with?

The high cost of the current deficit and the knowledge that it will indrease unless

we adopt an 18% contribution rate in 1957 makes it wise to liquidate most of the
 deficit at once through reducing benefits by one-half and making up the loss by
adopting UASL on a summplemental basis, with matching contributions into PERA from

the political subdivisions. PERA members could then securas better retirement benefits
than they expect at present by contributing a minimum of 6% of their payroll indefinite’
beginning in 1957, matched by an equal contribution from the employer. The alternative
wivkouh, OAST and with matching employer contributions, would mean a 10% contribution
by msncers of their salary for LO years, after which he could reduce his contribution
e ?%fuf salary matched by the employer. This is what St. John's report seems to

meai: for us, 9 ' ‘




PUBLIC EMPLOYEES RETIREMENT ASSOCIATION .

Report of Actuarial Survey
June 29, 1956

The Board ‘

Public Employees Retirement Association

Court House ’

St. Paul, Minnesota . , ' .

Gentlemen:

- On February 16, 1956 your Chairman notified me of your action retain-
ing me to make an actuarial study of the Public Employees Retirement Association,
pursuant to an outline of survey presented to me by your Budget and Purchasing
Committee. This will constitute my formal report to you in accordance with «©
the outline of the survey. This report will be supplemented, however, with '
appendices and tables which may be useful for reference and further study.

The outline of survey requested certain items in general termé'éhd o
certain other items specifically. I have interpreted the outline as requesting
the following: ‘

P - A+ A survey and report of the Association's operations,

’ "This is interpreted to mean a customary actuarial survey. in accord-
ance with usual practice including an actuarial valuation and
_balance’ sheet.and calculation of normal annual costs.

B. 4 projection of the financial status, income, disbursements,
fund balance, reserves and surplus based on your present policy of
operation,. S

C. Answers to the following specific questions.

1. The status of your>system if contributions of
members had in the past been matched by equal employer
contributions, '

‘ 2. The amount of employer contributions that would
‘have been required in the past to make the plan actuarially
sound, .

3. The amount of employer contributions required in
the future to make up for ‘the absence of past matching of
members' -contributions, »
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i, The value of certain present savings provisions,
specifically,

The 3% of members' contribution not refundable.

The payment.by the employer of 50% of the
annuity with respect to compulsory retirements,

The 5% bonus benefit for continued contributions
after eligibility for retirement on full annuity.

5. The costs of the following additional benefits

a). Maximum annuity of $250,00 per month
b). Monthly benefits for dependent children
¢). Disability income benefits. ’

6, A valuation and projection of operations on the
assumption of retirements as indicated by past and current
‘experience. This is interpreted as adding specific suggestions

"as to the assumptions to be used in the projection referred
to in B above, '

General. Comment

The Public Employees Retirement Association is now completing its
25th year of operation. The system was established without specific provision
for employer, or state, contributions. The only general contribution by )
employing Governmental Units was for the year 1949-1950 and amounted to $682,000,
The Assogiation has, in the first 2L years of operation, collected over $23
million from'its members, and accumulated assets of over $16 million. Mearnwhile
it has paid retirement annuities of $5.6 million and refunds to members of
$5 million. ‘ o

A number of factors have contributed to the Association's ability
to provide retirement benefits with so 1ittle employer contribution. These
include the expansion of membership, in successive stages, and devices by which
the members'! contributions are, in effect, borrowed to meet obligations which
are usually met by employer contributions.

These' devices, which have enabled the Lssociation to operate in the
past will probably not be sufficient in future years. Consideration should be
given to initiating a system of regular advance funding with the gradual
establishment of substantial employer contributions. Alternatively, the
pay-as~you-go funding policy'which has been used in the past should be reviewed
in the light of probable needs over a longer future period.

. The advance funding possibilities and pay-as-you-go needs are covered
in this. report.. Both the customary actuarial survey and the projections of
future operations indicate a large financing problem ahead for the Association,
The magnitude of this problem as shown by. this report should not be taken as
a cause for alarm. The existence of a major long-range financing problem does
not indicate that the Association's performance in the past has been unsatis-
factory, nor does it indicate that the system is in any sense bankrupt or
insolvent., ' ‘




A. Customary Actuarial Survey

The customary actuarizl survey or roview of a retirement systen
Alll cover the following minimam iltems.

The prcparation of an actuarial balancc she ‘ot showing the
assets of the systowm and the valucs, at tho dnte of the balance
sheet, of all probable future benefit payments, not prov1ded for
by specific. future contributions.,

The calculation of a current annual cost of the system.

The determination of the values of all probable future benefit
payments is the process of valuation of the benefits of the plan, It involves
_certain assumptions as to interest earnings of the fund and the mortallty or
probable deaths among members., For the purpose of this valuation, the
following assumptions, which are believed to be reasonably accurate and justi-
fiable, are used. ‘

The interest assumption is 3% compounded annually, and
The mortality aséumption is the 1937 Standard Annuity Table.

The investment earnings rates of the Assoeiation's fund have been
less than 3% during the past 15 years, but show a tendency in more recent
years of approaching 3%, Current new investments of the fund are being pur-
chased at a yield of 3% or more.

Tests were made among the retired members of the mortality experience
over the past five years and it was found that the 1937 Standard table would
be reasonably close to the actual experience for retired lives. No test was
made of mortality experience prior to retirement but if this table is not
conservative for active members the result is to introduce an element of
allowance for termination of membership in the plan.

While these assumptions are believed to be reasonably satisfactory
there are many other factors which might be taken into account in estimating
the value of future benefits such as: ’

" An assumed age at retirement.

The effect of terminations of employment,

The probability of compulsory retirement.
The probability of any member purchasing addltlonul back

.service credit.

The: probablllty of terminated members eontinuing as non-employee
members.

Some of these factors are cither completely unsusceptible of scientific
measures or are subject to wide margins of error..



None of these factors can make for accurate results unless all of
the essential facts which determine the benefit payable to each member are
known with reasonable accuracy. - The principal weakness in this respect is
the absence of satisfactory records as to creditable governmental service.

For the purpose of this valuation each member's total service was
determined from his, first date of Public Employment as recorded. This probably
produces a materially larger number of years of service on the whole, larger
prospective benefits and higher costs and values. No attempt was made to
determine service more accurately because time limitations and expense seecmed
to prevent the necessary procedure of examining the past work history of each
member for the purpose of eliminating periods of mnon-governmental employment.

o<

A further consideration is that even if periods of past governmental
-employment were determined precisely, whether such periods would be credited
for determining any member's annuity, would still depend on the member's own
decision as to whether he would or would not purchase such back credit, '

The Actuarial Balance Sheet is, therefore, presented with full
recognition that :

1. Certain essential items of information for calculating
member's benefits and their values are not accurately knowne

2. Some probabilities which will influence costs are either
not specifically recognized in the calculation of the values
shown or -subject to a substantial margin of error.

Any valuation or estimate of retirement benefits values or costs -
is necessarily only an estimate. It involves the projecting of probabilities
into the future for 50 to 75 years and, hence, cannot have any high degree of
precision but must be taken only as a general guide.

The fictuarial Balance Sheet presented on page 5 introduces a very
large liability, not previously recognized, uncer the title of reserves for
future benefit payments. These reserves amounting to $237 million represent
the fund that should be on hand, earing 3% interest if the only future income
of the fund that could be expected were the member's L% regular contribution.
If a systematic employer contribution were introcduced a large part of this
reserve would be offset by the present value of such employer contributions.

The reserve for fubure benefits is (a) the value of all benefits
promised under-the plan to all present members whether active or retired,
less (b) the members' accumulated deductions, and (¢) the value of members
prospective future contributions. The various groups of members with a
summary of basic data and benefits and values are shown in the Summary of
Valuation on page 6. :

“
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Actuarial Balance Sheet
As at June 30, 1955
| Assets
.- Cash in Bank
| Interésthccruals
Ré¢ei?a£ies
Investments at amortizéd values
~Office and Equipment

_Totdl. Assets .

Actuarial Liabilities

-Accounts Payable'f

” Advanée Paymenﬁs‘and Interést

4Meﬁberé' Accumulated Deductions
5i {Reserv§s for future benefit payments

~Pre%ent value -of all future ’
benefits ‘ : $296,959,037

less members accumulated deduetions 15,801,465

Lesé present value of members
future contributions - : 43,584,239

Total Liabilities
- Less Unfunded Liabilities

‘Total Funded Liabilities

$ L68,800,88

139,553.61

" 399,U36.81
- 15,319,052.465
_19,138.18

$16,315,982.13

68318
, 17;63u;85
15,801,465 .13

237,573,333400

$253,393,116.76
237,017,13033
$ 16,3L5,982.L3




Summary of Valuation as of June 30, 1955

1]

more years of service; No turnover.

. Current or
Number  %1,000's Prospective Value of Value of
VMembership ~of , Annual Anmnual Annual Accumulated . Future ~ Future Net
Group l'embers Payrell Contribution ‘Annuity. Deductions ; Renefits . Contributions Value
“atired wembers —1,i04 #1,164,373 & 282,205 3@ 10,393,648 $ 10,111,443
.es8s recoveries ; :
on compulsory S : )
retirements (54) (27,581) -233,870 -233,870
¥et Values 1,104 $1,164,373 & 282,205 4 10,159,778 $ 9,877,573
Curvivors of
deceased members 92 574945 637,186 637,186
i’embers eligible to retire 7-1-55
Retired by 1-1-56 266 322,122 3,150,996 3,150,996
Less recoveries (68) (43,346) ~-302,124 ~392,124
Net Values 266 & 322,122 & 2,758,372 ¢ 2,758,872
‘etive on 1-1-56 1,743 & 5,560 $ 222,354 & 2,273,472 § 1,373,039 21,907,468 20,534,429
sctive merbers not §= - >‘ -
ellglble to retire 27,381 80,195 3,207,758 40,850,603 12,802,594 - 217,785,187 ©43,311,730 16},670,863
5urv1vors benefits for Actlve hembers 40,000,000 40,000,000
Non-employee members S '
Currently paying 222 31,223 301,044 336,138 2,241,208 272,509 1,632,561
Deferred paid up 7 67,596 67,860 529,709 461,849
Accounts not used largly paid up
Cards not punched 5,924, 859,526 859,526 0
Paid up punched 1,750 80,103 80,103 | o
Totals 38, 556 485,755 %3,461,335 w45,037 155 #15,801,465 *296 4,959,037 $43,58,239 237,573,333
Assumptions: 3% interest; 1937 Standard Mortality; Retirement at age 65 or at later attalned age with 5 or |

Page ©

-
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The reserve for future benefits is abnormally high because the plan

" provides for no systematic employer contribution in future years. The provision

t

v

(

for certification and collection of a 2% employer contribution, if applied in
all future years, would have a present value of about $22 million and reduce
the net reserve requirement from $237 million to $215 million.

The net reserve for future benefits is the amount required to be taken
care of by some specific plan of employer contribution or increased members ‘
contribution to provide the amounts of money needed to pay the benefits promised.

From data assembled for new members for the years ending June 30th
in 1954 and 1955, assuming it is reasonably representative of all new members
entering the Assoc1atlon, a weighted average annual cost may be calculated.
This cost is 13.23% of earnings for males and 1L4.87% for females, or a combined
cost of about 1L% of payroll. Thus, for example, if the members contribution
remained at L% and an employer contribution were introduced to take care of
the balance of the normal cost for all members the employer contribution would
be 10% of earnings or 2% times the member's contribution.

The balance sheet would then be revised as follows:

Assets

Present Agsets $ 16,305,982
Liabilities

Current Liabilities 18,318

Members accumulated deductions 15,801,465

Reserves for future benefit payments

Present value of all benefits $296,959,037

"Less members accumulated deductions 15,801,465
Less present value of future contributions ‘

from members 43,584,239
from employers ‘ ‘ 108,960,598 $128,612,735
Total Liabilities . | | ‘ $1LL, h32,518
Unfunded Liabilities : 31‘»128 086 536
_ Total Funded Liabilities ' ;p 16,3L5,982

The remaining unfunded liabilities would represent the accumilations
that would have been on hand if employers had made contributions at the normal
cost rate from the date of employment to the present time with respect to all
past Public Employment of present members.
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. one rund If Matching Employer Contributions Had Been Made

£ the system had provided for a contribution from employers of L%
ﬂrs, matching employee contributions, the balance sheet would recognize
Lt‘Llatlon of past contributions and the value of future contributions.
» ~ost contribution of L% would have accumulated $27,371,900 as of June 30, 1955
‘no the same rates of investment earnings from 1933 to 1955 as were actually

‘

civad by the present fund.

A L% employer contribution to be paid in future years would also reduce

" rogserves required for future benefit payments by the present value of these

“vtroo contributions, or L3 584,239. The Bglance Sheet, under these circumstances
" U appear as follows: ‘

“roonat assets $ 16,315,982
S -ovmilated employer contributions 27,371,900
Total Assets ~ $ L3,717,882
“oment Jiabilities ' 18,318
~org accumulated deductions 15,801,465
~wivee for future benefit payments .
7 soont value of all benefits ‘ $296,959,037
7o~ members accumulated deductions - 15,801,465
less present value of future contributions
“rom members ) 43,584,239
from employers ' L43,58L,239 193,989,09)
Total Liabilities $209,808,877
“..%ed Liabilities . 166,090,995
“50) Funded Liabilities ’ B L3,717,882

Thus the unfunded liabilities would have been reduced by 571 million
“nrenting %27 million of accumulated past contributions and $Lli million
womsctive future contributions from employers. ﬁyj’

. »f Employer Contributions for Actuarial Souﬁdness

Y ctuarial soundness" is an 1ndef1n1te term meaning fundamentally the-&m &f
i 01 a sound plan for meeting future benefit payments as they fall due.

RRE Association‘s past poiicy of relying on the legislature to provide
a5 as they are due retired members in future years may be considered
i?lly sound, provided the legislature understands this obligation, and

,)1ng of such money as and when needed is practical, |
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Modern practice, however, shows a strong trend toward payments into a fund
in advance of the times when the money will be needed. The. possible variations in a
sound plan for such payments in advance, or funding, are unlimited.

. At the commencement of any retirement plan there is normally an unfunded
liability or past service cost. The Association's present condition is better than
if a new plan were being set up, by the amount of the members accumulated deductions
which are already in the fund and have paid for a part of the benefits of the plan.

The usual procedure in current practice is for the employer to make
payments into the fund for all of the amounts required and not covered by the
members contributions. Such payments usually consist of

a current or normal annual cost, and

v : , a payment to fund the initial unfunded liability"
over a long period of years.

! On the basis of the balance sheet and costs presented above, for
example, the normal cost of 1h% might be met by an increased members contribution
of 6% and an employer annual contribution of 8%. The unfunded liability as
of June 30, 1955 on this basis was $128 million. This amount might be funded
over a h0~year peried, by annual payments of li.2% of the 5128 million or
$5.4 million a year. -This funding payment wo@ild require an additional 6% of
the current,payrolln

KA " The tran51t10n from the past policy of no employer contribution to

a full funding basis as suggested above would probably be considered impractical
and some compromise program of funding would be necessary for practical
application.
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B. Projection of Fund -

: The principal item in’'the projection of future fund operations is.

" the estimate of the amount of anncity psyments which would be paid to regular
pretired members and to survivors. The number of retired members and survivors.

.and: estimdsed amounts that would be required to make payment to them have

‘been made by assuming that mortality will occur in the future among this

group in accordance with the 1937 Standard Annuity Mortality Table. T .

i

In the past the average age at retirement has been approximately 70.
This may in a large pert be due to the fact that there are so many recent
members at the older ages who have nut yet completed 5 years of membership in
the system and qualifiad for the muinimum annuity. As the number of members
with longer periode of contiributing membership increases, it seems reasonably 4
certain that the average age 2t retirement will decrease. For the purpose of o
projecting the future number o retired memoers it has been assumed that by
the end of 10 years, in 1665, substentially all of those members who are then *
over age 65 will have retired. By that time most of them will have accumulated
sufficient contributory membership so that a reasonable annuity will be
available without the purchase of any back service.

Ca page 11 the projected annuity payments are combined with the
prospective insoms of the fund estimated over a 20 year period. For this
projecticn it ic assumed that the members contributions, net after refunds,
each vear will amcunt to $2,500,000. In a preliminary test it became

obvicus that thn projection of the fund would not be useful without including
“as income at léast a 2% contribution from employers. Such an item has
therefore been “nelnded in this projection. The interest income has been
ssumed to be 3% on the fund balance each yeer. This is slightly in excess g

of recent earnings bu’b within reascrabls srospectse.

The projection of who fund including a 2% contribution from employers
every year indizates that the fvad wouldd continue to grow at an average of
$2,000,000 a yoer for the noxt fLive yuers. This would in all probability
cover the increasing liability for onds to active members. Thereafter,
however, the fund ceases to grovw and no change were made the fund could

i i

i
be completely weed up hetraer 1971 ard 1975,

A socond trojechion Is therefore included, starting with 1961 and
continuing for the balance of who 20 year period, assuming that the contribution
from employers would be ircrenncd te L% in 1961, 6% in 1966 and 8% in 1971.

This projection indicates tiat theco increases in the employer contribution "
rates would be necded o keen the Fund balance in line with the probable
increase in refundable coatributions ol enembers, '

»



Progress of Fund from July.1l, 1955

(In Thousands of Dollars) é;
O 3
- - . . N o =
o * " Tncome’ ‘ o Disbursements SR &
.- June Net L o — Interest = R T  Income. - A
© . 30 1in Members = - Levy on " Tncore 7 Annuity Over
Year - Contribution ' — Employers - at 3% Total - ?aymentS'i Disbursements Fund -
a5 G268 G LIE) 8 9L BL,EoT 81,10k - b 3,703 $16,300
- 1956 2,500 (9%) 1,700 - L8 L,689 1,483 | 35206 19,506
1957 - 2,500 . 1,700 585 L5785, - 1,854 2,931 - 22,L37
- 1959 2,500 1,700 753 - L,953 . 2,559 2,39k 27,506
1960 2,500 - 1,700 85 5,025 ¢ 3,000 Sz 29,5
Je6r 25500 1,700 886 5,086 3,565 1,501 31,032
L1962 2,500 1,700 930 5,130 - L,301° - 829 31,861
L1963 2,500 - 1,700 956 5,156 5, | 12 31,873
- 196L 2,500 1,700 956 55156 5,981 | ~825 31,048
1965 2,500 1,700 931 - - 5,131 6,801 -1,670 . 29,318
1966-70 12,500 8,500 - L,000 25,000 1,0,0C0 5,000 14,378
1911;75 12,500 8,500 i . 21,000 L5,000 -2l;,000 59,622 '
Assuming Increasing Levy on Employers
_ To L% in 1961, 6% in 1966 and 8% in 1971
1960 - 2,500 1,700 825 5,025 3,000 2,025 29,530
1961 2,500 (Lg) 3,460 886 6,786 3,585 | 3,201 32,731
1962 2,500 3,400 982 - 6,882 Lh,300 2,581 35,312
1963 2,500 ~3,k00 1,059 6,959 5,1k 1,815 37,127
196k 2,500 3,L00 ¢ 1,11h . 7,01 . 5,981 © 1,033 38,160 -
1965 2,500 ~3boo s 70l 6,801 .2l 38,k0k
. j19651770 12,500 (63) 25,500 6,000 - Lli,000 10,000 L,000 . ha,héﬁ 35

 1971-78 . 12,500 (6%) 34,000 8,000 5,500 ° 15,000 9,800 51,90h "
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G.h Value or Certain Savings Frovisiuns

}*&/ The 3% Nonrefundable Contributions. The value of this feature is the
value of the amount not refunded at the death of members plus the value of
the amount not refunded to members who request a refund after 10 years of
membership. The value with respect to members who die depends on the age and
sex, but is; on the average, approximately 20% of the amount of the refund.
Since the amount of the nonrefund is %% of pay, the savings if approximately
20% of %% of pay, or 1/10% of pay. The value with respect to terminations
and requested refunds after 10 years of membership depends on the. number of
such terminations and requests. Because there, are relatively few terminations
after 10 years of membershin and tzcause the sacrifice of the paid,up retiree -
ment annuity to which the mewber 15 entitled is so great, there should be
practically none of these casss, and hence, no value to this savings feature
with respect to such cases.

In summary. the velue of this feature may be expressed as follows.
In a funded system an increase in the member's contribution of 1/10th%
(for example, from L to L.1%) should be sufficient to offset this savings
feature and permit refunding full contributions without additional cost to the
system.” ’ , . ' '

The 50% of Annuity for Compulsory Retirement. The Summary of
Valuation on page 6 shows that for retirements during the last six months of
1955 this feature saved the system $392,000 out of a total cost of annuities
granted of $3,151,000, or 12.L%. This is indicative, but not an accurate
measure of future savings. The actual savings will depend on such unpredict-
able factors as the extent of compulsory retirements and devices which might
be used by employing units to avoid such direct costs. The maximum value is,
obviously 50% of the costs of the annuity, if all retirements were compulsory.
The minimum value is 0% of the costs, if all employing units were able to find
means of persuading members to retire voluntarily. A simple device, for
examplé, might be for the employing unit to offer to pay the member an
additional income of 10% of his annumity if he would retire voluntarily. The
nember would receive 110% of his annuity. The employing unit would apparently
save 80% of the 50% compulecrs retirement cost. It would have to pay only 10% of
the annuity in lieu of 50%. ;

The 5% Reaus Penofit. The savings in this feature depends on the

sex and age of bhe membar and is theoretically as follows, if retirement is
delayed and contribubtione continued for five years from the ages as shown.

Percent of Annuity Cost Saved

Males - Females
19.9% 15.0%
26,0. . . 19.9
33.2 26,0
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The average savings per year with respect to a member eligible to
retire would be roughly L% to 5%, This savings can be obtained currently only
with respect to the very small percentage of members who have completed the
necessary years of contributions. The agpregate sav1ngs~to'the “systen -is -small-
because the savings-for each person is subject to his willingness to continue
1n service and the employing unlt's attitude toward compulsory retlrement.

C5a., - Cost of Beneflts on Barnings over $100 a Month

The sp801f1c cost F1gure requegted was for the additional cost of
a maximum annuity of $250 per month. as compared with the present maximum of
$200 a month. Upon examination of the data with respect to members earnlng
over $1100 per month it appears that the number earning in excess of ¥500 is
so small that increasing .the applicable salary to $500 would have very little
different effect from ellmlnatlng the maximum earnlngs entirely.

Annual costs have been calculated for 1ncrea31ng the beneflt‘w1thout
limit to the applicable salary. These costs may be summarized as follows:

The current annual costs to prov1de each year a proportionate part
of the total benefit of 50% of salary is estimated at $L17,000. To meet a
part of this annual cost the members would contribute L% with respect to their
earnings in excess of 3400 monthly. Their annual contrlbutlon would be ’ '
$107,000, A part of this annual contribution Would be required to make refunds
to those who terminate or die prior to retirement and this amount 1s estimated
$21,000, leaving a net.amount of members contrlbutlons of $86,000 per year.
ThlS would leave a current annual cost of p}}l 000 which ‘would not be provided -
- for specifically. Unless other arrangements were made, this annual amount
would be added annually to the past service costs to be met by employer
contributions sometime in the future. :

In addition to this current annual cost there would be an accumulated
past service cost, which, funded over a period of 30 years, would amount to
$1,80,000 a year. Of this total $270,000 would be for past membership service
of the present members earning over $h00. Very little of this would be offset
by making back contributions with respect to earnings over $L00. The remaining
$210,000 annual cost would represent government service peior to membership
date. Under the present rule this back service could be purchased by members
paying back contributions with interest. Again, however, very little of the
cost would be met by such contributions with respect to earnings over $h00,
because actual earnings during this back service undoubtedly were
almost wholly under $L00 monthly.

Thus, this extension of benefit would have an annual cost of approxi~
mately $897,000 of which approximately $86,000 would be met by members' contri-
butions.
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.C5b, Annual Cost of Sﬁrvivors Benefits

A calculation has been made of the annual cost of benefits for
surviving children. The calculation is shown in full on page 15.

The costs are based only on those members who have completed 5 or
more years of membership in the plan, since some test of eligibility for
this benefit seems desirable. The Social Security requirement is not less
than 6 quarters of employment out of the last 13 quarters prior to the death
of a member,

These calculations show a relatively small cost because they
are supplied against a limited portion of the total membership, about 8,000
with 5 or more years of membership. The expected deaths are about 76 per year.
It is assumed, however, that only a very small portion of the females would
be entitled to benefits with respect to children. These would be widows working
with children to support. The major part of the males might be expected to
have children till they reach advance ages. These calculations show that about
1l families of deceased members might be expected to claim benefits in any
year. The aggregate amount that would be payable on the assumption that .
the average family benefit is $1,800 a year would be about $25,000 per year.
The present value of all future benefits for these families would amount to
approximately $160,000. This is about $20 per member covered with 5 or more
years of membership. It represents approximately two-tenths of one percent
of the aggregate members salaries.
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Annual Cost of Survivors Benefits
for Members with 5 or More Years of Membership

Annual
Annuity
Expected at Present
Number Deaths ' % with  Number $1,800 Value
of per BExpected Children with per of ,
 Group Members 1,000 =~ _Deaths (hssumed) Children family Annuity Annuities

Males

Under 30 165 L2 .28 607 1T $ 306 12§ 3,67

30 - 3L 480 2;38 1.1L 70 .80 1,&&0" 12 17;280
35 - 39 588 3;u7 2.0l 70 1.43 2,574 10 25,7L0
U0 - Uy e 5,07 3.86 55 2,12 . 3,816 .8 30,528
L LS =Ly T BMB- 7O 628 MO 251 1,518 - 6. 27,108 -

So-Sh S0l 10,81 8.66 25 2.7 3,906 5. 19,530
55 =59 883 15.76  13.%2 15 2,09 3,72 L 15,0L8
60 - 6L 986 22.96 2246l T _1.58 LB UL 11,376
Total 5,513 ST R 12,87 $23,166  $150,282

 % - Females :

Oder 30 175 MO . 25 18 - .03 8 Sk 12§ .68
30 ; 3h: 195 L2 W3k ‘"5*“Mfli:-03 sho 12 %5&8 ’
B -39 211 238 .50 n .08 90 10 . . g00
W0 -4 303 37 1.0 v 198 8 . 1,384
Lok b2 507 2,09 af{f" .21 378 5 2,268
S0~k @3 7o 3.3 vl 888 s 2,79
55 ~59 L3 10.81 he79 o .00 '-;;;7 ;i',,;v. ;@5%_
total 2,503 1732 o S 58,83
Grahd | o ” | -

Totals 8,016 | 76434 13.61' $2L,L98 o $159,120
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Summary of Valuation as of June 30,'55(Page 6)

C5c. Annual Cost of Disability Income Benefit

oo The costs of a disability income benefit_have been very roughly
estimated and the calculation is shown in full on'page 17, "~ =

7 This cost is based on the assumpation that the benefit would be
available only to those members. who have completed 10 years of membership
service. Because of the recent rapid expansion of membership the number “)

(_ with 10 full years of membership service is perhaps surprisingly small at ,
approximately 3,000 members. As a result the costs shown by this calculation
are -low and would, of .course, increase rapidly as the number of members with
10 or more years of service grows in the future.

The calculation shows that on the basis of disability rates experienced
by the Railroad Retirement Systemthis group might be expected to produce an
average of L8 disability claims in the course of a year. MNost of these claims,
approximately 75%, would occur -after age 55 and run for a short maximum periods
For the purpose of this calculation it has been assumed that the annual rate
of disability annunities would .be approximately $600. If this annuity were .
higher the costs would be increased proportionately.

Cn the Bééié of these calculations the annual cost for the disability
benefit with the limitations as specified would be about $160,000 a year. This
would be approximately $50 per member who might qualify for such a benfit.

It might also be expressed as approximately two-tenths of one percent of the
/ aggregate salaries of members.
* >
Respectfully submitted,
/s{ John Be. St. John

John Be St ‘JOhn, FuSeAe

?e/é£k¥ Ax,¢¢u£4£-4444444%&744* %ﬁv7335'~444*”47’4*%f %z/yul4;ull&xui
s o R A




Annual Cost of Disability Benefits
for Members with 10 or More Years of Membership

Expected Annual Present L
Number Disability Number - - Annuity - Value ~ Cost of
Age of Rate of at %600 per $1 of  One Year's
Group Members ~(R.R. Ret) Disabilities per life Annuity Annuities
Males $ 1 $10 5 120

Under 35 23 .0007 .02 C36 10 360
3% -39 69 1.0009 .06 258 10 2,580
Lo - Lk 217 | .0020 13 732 10 7,320
- Lo 321 .0038 .22 2,08 10 20,820
50 - 5k 350 0099 3.L7 5,070 8 110,560
55 - 59 52 o L0R87 - 8.5 12,120 3 37,260
60 - 6L _ 552 L0375 ';gggzg | $20,610 $109,020
Total 1,98&' 3L.35
Under 35" 5h »0007 S $ 2k $10 8 2Lo
35 - 39 83 - 20009 - W07 ‘ ué 10 420
bo - Lk 13 - L0020 .28 ‘ 168 10 1,680
L5 - L9 189 .0038° .72 L32 10 L5320
50 - 5L 187 . .0099  1.85 11,110 10 11,100
5559 21l U .0187 3.9 25370 8 18,960
60 - 6l  :18b ﬁ' 3 0375 6,75 _EA;QQQ. 3 n12;150f
Total 1,047 13.66 5 8,196 $ u8;87o
Grand ~ '
Totals L8.01 $28,806 $157,890

3,031



PUBLIC EMPLOYEES RETIREMENT ASSOCIATION .
Supplementary Actuarial Report
July 19, 1956

The Board™

Public Employees Retirement A55001at10n
Court House

Ste Paul, Minnesota

Gentlemen:

In accordance with your request, this report is’'a supvlement to the
Actuarial Survey of June 29, 1956, This report makes various additional
projections of the operation of.the fund for -the next 20 years.

There are, in Tables I to V, five additional projections w1th the
followlng assumptions as to members' contrlbutlons and lev1es agalnst Employing
Unlts.

Member ...~ Employer
Table Contributions Contributions
I 6% from July 1, 1957 L% from July 1, 1957

6% from July 1, 1959
. 8% from July 1, 1961

11 L% continued L% from July 1, 1957
III ‘ 5% from July 1, 1957 5% from July 1, 1957
v 6% from July 1, 1957 6% from July 1, 1957
v 6% from July 1, 1957 2% from July 1, 1957

L% from July 1, 1962
6% from July 1, 1967
8% from July 1, 1972

The following table summarizes the aggregate results of these
projections over a 20-year period. . It shows the total contributions for the
20=yedr period from members and from employers. It also shows the interest
earnings of the fund over the 20~year period. * In each case the annuity
payments, while they are not shown on this table, amount to $125,959,000.
The table also shows the fund at the end of 20 years on the assumptions as
projected. :



Summary of Various Projections
(In Thousands of Dollars)

20 Year Totals Fund Approximate
Percentage Members Employer Interest at End of Refundable
Table Contribs. Contribs. Contribs. Farnings 20 years Deductions
I 6% and $72,500 $112,200 $37,687 $113,728 $76,000
L% - 8%
I u;; and 50,000 61,200 18,363 20,904 56,000
L% '
III 5% and 61,250 76,500 25,780 Sh,871 66,000
5%
W 6% and 72,500 91,800 34,596 90,237 76,000
, 6%
v 6% and ‘ '
2% - 8% 72,4500 71,400 21,717 56,958 76,000

No attempt has been made to make a scientific projectipn of the
accumulation of refundable deductions, but it is roughly sstimated that these
will increase by $2,000,000 a year for the next 20 years at the L% contribution
rate. A fund of approximately $56,000,000 will be required at the end of 20
years to meet all the refundable deductions at the present rate of contribution
of 4%, If the members' contributions are increased to 5% or 6%, there would be
additional refundable deductions of approximately $10, or $20 million, required
at the end of the 20 year period.

It appears from the summary of projections as shown above that
projections II, III, and V would not produce a fund at the end of 20 years
sufficient to cover the refundable deductions. Projections I and IV would
produce sufficient funds to cover the refundable deductions and would make
some progress toward advance funding.

Respectfully submitted,.

John B. St. John, F.S.As



APPENDIX I

Mrs Ste John has defined actuarial soundness as the existence of .a sound plan for
meeting future benefit payments as thay fall due, An actuarial deficit is the sum

of money that, on the basis of a giver planned contrilbution rate, the syctom falls
short of actuarial soundness. Accordingly, there is nothilng imaginary about an
actuarial deficite So long as o systom is net actuarially sound, some of the present
members will not receive ithwe retiremen’ tenefiis to which they are entitled. And

the actuarial deficit represents the amourt of money that present members will not
reccive in retirement benefits due tnem, The onlv cure for a retirement plan that is
not actuarially sourd is to place it on a sound basis, And the only solution to an
actuarial deficit is to cut benefits to the amount of the deficit, or else find some
practical way to raise the amount of monsy represented by the deficit,

The normal cost of a retirement system is the contribution rate that would pay for
all beunefits for members provided thay had paid that rate from the time they entered
the systeme. If PERA had had a normal cost contribution from the beginning, there
would now be no actuarial deficit,

A system is called fully funded when it has a contribution rate at normal cost and
no actuarial defici¥.” & sysien can be actuarially sound whether or not it is fully
funded, and full funding is only one of many ways to eliminate an actuarial deficit
and make a system actuarilly sound. However, full funding is the least expensive

of all the recognized ways of financing the benefits of a retirement eystem, and the
normal cost is the lowest contribution rate that can indefinitely be carried for any
retirement system.

Pay-as=-you-go or cash disbursement financing, which does not involve building wup a
fund, requires the highest contribution rate to be carried indefinitely by dny
retirement system. Various degrees of partial funding are intermediate in cost
between full funding and pay-as-youw-gc financing. Traditionally, the PERA Board has
recomnended pay-as-you-go financing to the membership and the legislature as a means
of financing PERA retirement benefits.

With full funding, the contribution rate into PERA would be the normal 1L4% of payroll.
However, under pay-as-you-go firancing, the contribution rate would eventually rise
to between 28% and 35% of payroll to finance PERA rebirement bensfits at their
present level, The reason, of course, is that full funding takes maximum advantage
of intcrest on a fund, while pay-as-you-go financing gets very little benefit from
interest,

Suppose we wanted to begin contribntion in 1957 at the normal rate of 1% of payroll,
and only contribute encugh additional to continue the resulting %128 million PERA
deficit at that same size, Ve would need to pay interest on the deficit indefinitely
in addition to the normal cost for PERA, Since the interest would slightly excead

L% of payroll and the normal cost of PERA is 1i% of payroll, wo would have to pay
slightly more than 18% of payroll indefinitely to continue the PEiA deficit at

$128 million.

II

For a more detailed underctanding of the figures in Mr, St. John's report, it may be
helpful to consider how to calculate the size of an actuarial deficit for a retire-
ment system., -

How 1a*ne should the present reserve fund be for a given retircment system? How can
thieg information be used to calenlate the size of an actuarial delizit? Althovgh the
d@nd;@o are complicated, the spprosimate size of *he fund needed to make the sysiem
actuarially scund can be calculated by the iUl¢UWlﬂg me thede



First, estimate the value of all future benefits promised under the plan to all
present members, whether active or retired.

Second, subtract the present value of all future contributions to be credited to
present members.

Your result will be the amount there should be in the fund at this time in order
that, together with future contributions and interest, there will be enough to pay
the anticipated retirement benefits.

On the basis of the estimates of Mr. St, John, we can make this calculétion for PERA
under the provisions of the present law as follows:

Ao Present value of all future benefits: $297,000,000
Less, present value of fubure contributions: 66,C00,000
Actuarially sound rcserve funds $2319000,000
Less Actual PERA reserve fund; 16,000,000
PIRA deficit under preseat laws , $215,000,000

It is apparent that regardless of any changes in contribution rates from now on, the
present value of all futurc benefits will nct be affected, But, since the present
value of future contributions will change, the size of the actuarially sound reserve
fund and the PERA deficit will vary in inverse proportion with different anticipated
rates of contribution. For this reason, you will read of different sizes of deficit
in PERA ($237 million, $215% million, $128 million). These different deficil sizes
depend on what plans are made for future contribution rates into PHERA,

The present law allows a 2% contribution rate from political subdivisions in addition
to the L% from the members when the fund falls below a certain point. However, except
for one year in the past, PERA has relied solely on the membership contributions.
If we assume PERA to continue on a L% basis, we can calculate the reserve and deficit
as follows:

Bs Present value of all fubture benefits: h $297,000,000
Less, prescont value of future contributions: MQQQQQAQQQ'
Actuarially sound reserve fund: ' $253,000,000
Less, actual PERA reserve fund: 16,000,000
PERA deficit with only 4% contribution: $237,000,000

The normel cost of PERA benefits is 1% of payroll, If contributions had been at
this rate from the beginning, we would not have a deficit, But if we began a 1L%
contribution in 1957, we would still have a deficit which can be calculaied as
follows:

Ce Present value of all future benefits: $297,000,000
Less, present value of future contributions: 53,000,000

Actuerially sound reserve fund: ﬁihu,ooogooo
Les3s, scingl PERA reserve fund: 1.6,000,C00

FERA Aeficit at 14% contribution beginning in 1957 $123,600,000



]

In case we began contribution at 20% of payroll in 1957 and contributed at that
rate for )0 years, after which we reduced the contribution rate to 1h% of payroll,
there would be no deficit. Our calculation would then be as follows:

De Preosent value of all future benefits: $297,000,000
Less, present value of fubure contributions: 231,000,000
Actuarially sound reserve fund: 16,000,000
Less, actnal PERA reserva fund: 156,000,000
PERA deficit (203 £/L0 yrse., 14% thereafter): No delicit

The calculation would look the samc if, in 1957, we began contributions at slightly
more than 13% of payroll and continued them indefinitely.
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The high cost of the current PERA deficit, and the knowledge that it will increase
with anything lecs than an 19% contribution in 1957, makes it wise to liguidate most
of the daficit at once by reducing PERA retirement benefits by halfl, making up the
loss throngh the adoption of 0ASI on a supplemental basis, and receiving matching
contributions into PERA from the nolitical subdivisions, PERA members could then
secure belter retirementbencfilts than they expect at present by contribubing 7% of
their payroll inderinitely beginning in 1957 ine alternative without CASI, cven
with matching employer contributions would be a contribution by the PERA member of
10% of salary for forty years, after which he could reduce his contributien to 7% of
salary. ‘

For that reason, the Minnesota Hetirement Study Assoclation has presented the follow-
ing Report to the Legislative Interim Committee studying public employee retircment
systems in lMinnesota., (See Apnendix IV)



REPORT -7~

Hay 18, 1956
For: The Public Retirement Study Commission

Prepared by: The Minnesote Retirement Study Association

Concerning:  Suggested sound financing of retirement benefits feor membership
of the Public Employees Retirement Acsociation.
Y -I-

A socund retirement system increages productivity in both private and public

employment, and is advantageous to the employer as well as to the employee, . good
retirement system enables employers to retire pe¢ole who no longer can earn tieir

paye. There is also better employee morale and more opportunity for advancement

for younger employees, Without such a retirement plan, an employer usually pays

hidden retirement costs for persons kept on the payroll who no longer can do the

work, As a result of the employer advantages of a good retirement system, it has

become normal for employers to pay at leasgt half of the costs of a retirement plan i
for their employees,

We recormend that the political subdivisions match employee contribution for K
retirement benefits for PLRA members,

PERA is greatly underfinanced at present. A huge actuarial deficit has accumulated,
There is one major practical way to reduce this deficit while ensuring retirement
benefits at about the present level for PERA members, The use of Federal 0ld Age
and Survivors Insurance, tozetner with PERA, would allow much of the present deficit
to be shifted to OASI and to be borne by the entire United States with 1little cost
to any individual, This would help incure retirement benefits at the present level
without placing an impossible financial strain on both the public employees and

the political subdivizione,

We recommend use of OASI on a supplemental basis for PERA members.

A retirement plan along the following lines would be soundly financed with employer
matching contributions and use of 0ASI,

Contributions 33 Fund:

Plan T Plan II
OAST PFRA TOTAL 0AST PERA TOTAL
Employer i % N 27 % “6E T .
Employee 2% 5% 7% 2% L% 6%
Both L3 10% 1% L% 8% 12% ' '

Note: Under Flan I, we would reduce contributions into PERA gradually after the
fund is built up, so that when OASI total centribution rate rises to 8% s
in 1975, total PERA contribution will fall to 6%, keeping total contributions
at 14%. Under Plan II, total contribution rate to fund wiil rise to 16%
as the anticipated OASI contribution rise reaches 8%, anc the total contri- -
bution rate would remain at about 16% indefinitely.



We do not recommend either Plan I or Plan II at present, but rather regard them as
alternative proposals to be submitted to the PERA membership for their dotermln-
ation which they would preLer.

Benefits (Plans I and IT the same):

a) Basically, we recommend keeping the PERA benefit formula, but cutting the
benefits from PERA to one~half what they are at prescnt, and adding OAST to
make up the balance, For exam ple, at present a member with an income of #1100
a month can retire with a §2 OO a month annuity frem PERA (providing he meabss
the necessary retiremont qualifications)s We sugecsh that this member instead
‘receive a $100 a month annuity from BERA, and fluuGSO threcugh OASI; resulting
in a total retirement annu1Qy of $200.50 per month.

b) A right to withdraw all the money contributed upon leaving public employment,
but without receiving any interest return, (At prosent in PERA we can withdraw
only 7,3 of conb*lbuugaqg upon leaving public service after ten vears of
membership. ’

c) Cost-of-living adjustments in annuities for retired members, o be financed
by modification of the PHRA investmenti portifolio.

d) A Savings Clause that no emplcyee will reccive less in henefits under the
combined system thun he would have received under PERA alone with the présent
benefits.

.

e) Because QASI provides najor benefits for low-income emnloyees, but less adequate
returns for higher income emplnyece, we supgest that the top limit for PERA
contributions be removed. At present, PERa deductions are not made for more
than $L00 a month for any employee.. If the limit were removed, PERA would
help make up for OASI retirement deficiencies for middle income employces

f) Disability benefits to the extent that careful actuarial ‘study shows that they
can be soundly financed by the contribution rate,

g) The following opticna (%he precise benefit figures to be fixed by actuarial
study and rocormendation):

1c A wstraight 1life annuivy,; more substantial than the one sketched above,
but which doesn't guarantee death benefits or the return of any sum of
money uvpon withdrawal, ”

2. KReversionary annuity: a member can accept a lesser annuity, but on
ceedition that the spouse continue receiving that PERA annuity after
death of the menmber, :

3. ©Split annuity: opportwnity for persons retiring before age 65 to
raceive a greaver arnvity from FERA before age 65, and a lesser amount
afberwards, so thal She member can plan his total *@+1“wment benefits
taking into account fhct he cannobt receive 0ASI b =nafits vefore age 65,

In other words, there WL1¢ be two separave and distiret plrnes DPERL and OAS
OAGT benafits willi ramain as adopted by Lhe faderal gaveriment. TR

be modivied as indicated above, The combinaltion of the two distinct nlans will
provide for PERAL merbers benefits that are as good or petier than thoy receive
now, scundly financed, and without prehibitive cost either to the political
subdivisions or to the employeec themselves,

-
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TABLE: ILLUSTRATION OF BENEFITS PAYABIE UKDER COMBINED PLAN: ‘

Benefit Payable at Age OF or Over; service 20 years

Average B TOTAT BENEFIT

Compensation With Dependent
Per lionth PERA BENEFIT ~ QASI BENEFIT  TOTAL BENEFIT Wife at 65
$150,00 $ 3750 $ 68450 5 106,00 $1h0.2 .
$200.00 50,00 78450 128,50 167,75
$250.00 62450 83,50 151,00 195,25
$300.00 . 75,00 98,50 173,50 222,75
$1,00.00 100400 108,50 208,50 262475
- $500,00 125,00 103450 233450 287,75 ‘
$600.00 150,00 108,50 258,50 312.75

Example: Assume a member with 20 years of service received an average monthly
compensation of $300 for calculation of OASI benefits; but an average compensation
during thoe five highest years (for PERA calculation) of 5350,00 per month, He
would be cnbitled to 259 of $350 for his PERA annuity of $87.50 a month. e would
be entitled to an OASI benefit of 598,50 a month, Iis total retirement annnity

. will then amount to $186.00 a month. & »

Sugrestions for Good Administration ’

1. Annual actuarial evaluation and actuarial cost analysis for every benefit or
contribution change recommended at any time for PERA,

2. Contractual guarantee of retircment henefits.

3, Oppnortunity for all PERA members to vote for elected members of the Board
whether or not they assign proxies or come to the annual meetingse Fair and 3
democratic procedures in membership meetings and Board meetings. Practical
oprortunity for the membership to call special membership meebtings by
petiticn., Public access to PERA records and publications. The law should
clearly indicate whether or not PERA is a public agency, and whether the laws
concerning public agencies also apply to PiRA. \

Lo A more diversified and flexible investment policy for PERA funds.

5., A clear and understandably worded PERA law should establish the thanged system.



PLACE PERA CM AN ACTUARIAL RESERVE BASIS:

This plan is calculated to besin rutting PCRA on an actuarial reserve basis of
firancing. To begin bullding a realistic fund, properly invested, that will pay
off future benefits,

OQASI BUY-BACK FEATURE:

The 1954 ammendments to the Social Security Act provides for employees who are
near retirement the opportunity to buy back 8 guarters (two years) of 0AST
coverage anc be full--covered providing this is done before the year 1957 ends,
This is why it is very important that we get legislation passed in the State
Legislature during the 1957 session. This solves two important problems:

1. It will salvage PERA, OASI will help us achieve financially sound
retirement benefits by combining it on a suppiemental basis with a
realistic and modified PERA pian, To support PEHA at the present
benefit level would cost us avout an 18% contribution rate, instead
of the present L%. This is obviously proiibitive,* The alternative,
therefore, is to cut back the benefit level tc cut back the cost,
Supplement the then modified PERA plan with 0.8I, The CASI
retirement anmuity plus the so-called welfare bernefit -- survivor-
ship benefits ~- would more than make up for the benefits cut-pack
in PERA., (See page 3 for computation tables).

2+ Members near retirement can be covered fully by OASI, You can
get full coverage under OASI with the buy-back feature at a cheap
price, See discussion that follows,

COST OF BUY-BACK IROVISLON:

For the employee it would cost 2% of his pay up to the maximum of L ,200

per year for eacih of the two years., This would be natched by an equal

amount, 2% from your employer, Thus you are fully-covered under 04SI,

The law would have tc make it mandatory on the employer, In dollars and cents
it means you would be paying in about $160 of your oun money and be getting
out in total retirement benefits about $20,000 assuming you live the normal
life span,

QASI SPOUSE BENEFITS:

An added feature of CASI is the provision that the spouse of persons receiving
OAST receive an amount equal to half the retirement berefit paid them, For
example, a man receiving an OASI benefit of $108,00 per month who has a
dependent wife is paid an additional 54,00 per month for her.

WHAT ABOUT PRESENTLY RETIRED MEMBERS OF PZRA?

Under our plan provision would be made so that currently retired members of

PuRA would go right on receiving their present retirement benefit with absclutely
no reduction, The money would be paid out of the PERA fund, Under the heading

d, on page 2, "savings Clause", you will note that it is stated no person will
receive less in benefits than before the combined system, We would expand this to
mean that the currently retired member will not suffer a reduction of benefits

as well,

#Footnote., The provision in the PERA law providing for a governmental contribution

into the fund when the surplus is exhausted, (one=half of the employees contribu-
tion, or 2%) would not be sufficient to forestall bankruptey.
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Progress of Fund from July 1, 1955
(In Thousands of Dollars)

Contributions:
Members: L
Employers: 4% irom July 1, 1957

Income Uisbursements
June Net Interest Income
30 in Members levy on Income Armmuity Uver
Year Contribution kmployers at 3% Total Payments Disbursements Fund
1955 L 2,638 ¢ 391 $ 4,807 $ 1,104 & 3,703 $16,300
1956 2,500 489 2,989 1,483 1,506 17,806
1957 2,500 534 3,034 1,854 1,180 18,986
1958 2,500 ¥ 3,400 570 6,470 2,212 4,258 23,244,
1359 2,500 3,400 €97 6,597 2,597 4,000 27,241
1960 2,500 3,400 817 6,717 3,070 3,647 30,891
1961 2,500 3,400 97 6,827 3,701 3,126 34,017
1962 2,500 3,400 1,021 6,921 Ly 457 2 4464 36,481
1963 2,500 3,400 1,094 6,994 5,334 1,640 38,141
1964, 2,500 3,400 1,144 7,044, 6,201 843 38,9084
1965 2,500 3,400 1,17 7,070 7,05C 2C 39,004
196670 12,500 17,000 5,200 25,400 41,000 -5,600 33,404
1971-75 12,500 17,000 4,000 33,500 46,000 -12,50C 20,304
Totels

1956-75 $50,000 $61,200 $18,263 $129,563 $124,959 L o4,E0L
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Progress of Fund from July 1, 1955
{In Thousands of Qollarss

Contributions:

Members: 54 from July 1, 1957
Employers: 5% from July 1, 1957
Incoms Disbursements
June Net Interest Incone
30 in Members Levy on Income Annuity Over
Year Contribution Employers at 3% Total Payments Disbursements Fund
1955 g 2,638 $ 391 & 4,807 ¢ 1,104 & 3,703 $16,300
1956 2,500 489 2,989 1,483 1,506 17,306
1957 2,500 534, 3,034 1,854 1,180 18,986
1948 3,125 $ 44250 570 7,945 2,212 5,733 4,719
1959 3,125 44250 742 8,117 2,597 5,520 30,239
1960 3,125 4,250 907 8,282 3,070 5,212 35,451
1961 3,125 1,250 1,064 8,439 3,701 4,738 40,189
1962 3,125 4,250 1,206 8,581 L L57 LyX24 44,313
1963 3,125 44,250 1,329 8,704 54334 3,37C 47,683
1364 3,125 4,250 1,430 8,805 6,201 2,604 50,287
19465 3,125 44250 1,509 8,884 7,050 1,834 52,121
196670 15,625 21,250 8,000 44, ,875 £1,000 3,875 55,996
1971-75 15,4625 21,250 8,000 44, ,875 46,000 -1,125 54,871
Totals
1956-75 £61,250 $76,500 $25,780 $£163,530 $124.,959 £38,571
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Progress of Fund from July 1? 1955

{In Thousands of Dollars)

Contributions:

Nembers: 6% from July 1, 1957
Employers: 6% from July 1, 1957
Income Disbursements
June KNet Interest Income
30 in Members levy on Income Annuadty Cver
Year Contribution Implovers zt 3% Total Payments Pisbursements Fund
1955 § 2,638 5 391 % 4,807 $ 1,104 $ 3,703 $16,300
195¢ 2,500 429 2,989 1,483 1,506 17,806
1957 24500 534 3,034 1,854 1,18¢C 18,986
1958 3,750 & 5,100 570 9,420 2,212 7,208 26,194
1959 3,750 5,100 786 9,636 2,597 7,029 33,233
1960 3,750 5,100 997 9,847 3,070 6,777 40,010
1961 3,750 5,100 1,20C 10,050 3,701 6,349 46,359
1962 3,750 £,100 1,391 10,241 Lyb57 5,784, 52 4143
1963 3,750 5,100 1,564 10,414 5,334 5,080 57,243
1964 3,750 5,100 1,717 10,567 6,201 4,366 61,589
1965 3,750 5,100 1,848 10,698 7,050 3,648 65,237
1966~70 18,750 25,500 11,000 55,250 41,000 14,250 79,487
197175 18,75¢ 25,500 12,500 56,750 46,000 10,750 9C,237
Totals }
1956-75 £72,500 $91,800 §34,596 $198,896 $124,,959 £73,937
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