
l,

I

I
PUBLIC EII{PLOYEES RETIREMENT ASSOCIATION

SUPPLEMENTAI REPORT
(Based ensus )

E F[LE(fiilY

NoV ,5 C ig;C l-'lli,r
ACTUARIAI, SERVICES

rl
I

@ilIPENSAIloN I CAPITAT IN@RPORAIED



I
I

II PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

9L.7t 4.3t* Funding Ratio

SUMMARY SHEET
(Census as of June 30, 1978)

Percent Police Percent
General Change and Fire Change

MEMBERSHIP

14, 083 6.3t Retired Member & 726 7 .92
Beneficiaries

S 33r18OrI0t 14.88 Annual Benefit $ 21421,612 25.08
Payments

81,328 (0.9t) Active l4embers# 3 t97L 6 .42

$763,483,570 7.92 Participating S59,933,726 13.38
Payroll

FUNDED STATUS

$765,9L7,2L2 9.08 Va1ue of Benefits $100,L42,370 L7.72
Earned to Date

702r 543,189 L4.4* Assets 98,015,315 19.58

97 .9 E 1.68*

ADEQUACY OF CONTRIBUTIONS**

9.5OOt Member,/EmPloYer 20.000t

9.O9It Actuarial Requirement 18.I15t

.409t Margin 1.885t

* Increase in Funding Ratio not Percentage Change.

** Assumes Basic Member additional will be funded over
their remaining working lifetime.

# neflects change in considered active members.
Members with no contributions for prior 12 months

are excluded.
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PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

General Fund

STATEMENT OE FINANCIAL CONDITION AND STATUS

oF FUNDTNG AS OF JUNE 30, L978

This section is designed to show th.e financial
condition of the retirement system by comparing
the assets on hand to the value of the benefits
earned to date; to derive the unfunded past
service obligation; and to show the trend of the
ratio of assets to the funding objective, i'e"
the present value of benefits earned to date'
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EXHTBIT I

PUBLIC EII{PLOYEES RETIREMENT ASSOCIATION

General Fund

STATE}IENT OF FINANCIAL CONDITION
(Year Ended - June 30, 1978)

ASSETS

Cash and Investments (Net)

Benefits Earned to Date Remaining to be
Financed by ltembers and Employers

T"t"1

LIABILITIES

Benefits Payable to Retired Members
and Their Beneficiaries

Deferred Annuitants

Former Members without Vested Rights

Benefits Earned to Date by Active Members

TotaI

$702,543,189

63 374 023

$75 s 9L7 2L2

$276,L49,069

10,0L6,62L

5 ,946 r 856

47 3 ,804 ,666

$L65,9L7 ,2L2_
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EXHIBIT 2

PUBLIC EI{PLOYEES RETIREI{EI{T ASSOCIATIO\

General Fund

ANALYSIS OF FUNDED SI !qE

Deferred Annuitants IO, O LG ,62L 10, O L6 '62L 0 -

Retired l'lembers and
Beneficiaries

Former Members without
Vested Rights

Active Members

TotaI

Ratio of Assets to obligation LA'"

Unfunded
Assets Obligation Obligation

$276,LAg,069 $2t0,L49,069 $ - o -

5,946, 85 6 5 ,946 ,856 o -

ALO ,430 ,643 473,804,666 63 ,37 4,O23

s702,543,189 $765,9L7,2L2 $63,374,023
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PUBLIC EMLOYEES RETIREMENT ASSOCIATION

General Fund

PROGRESS OF FUNDING

Book Value
of Assets

$349 ,259,698

406 ,488 ,349

449,178,269

5 11, L52 , 4L8

613, BB7 ,437

702,543,189

EXHIB]T 3

Ratio Assets,/
Funding Objective

73.02

76.0

80.7

82.6

87 .4

9L.7

Year
Ending
6/ 30

L97 3

L97 4

L975

L976

L977

L978

Funding Objective

$478 ,489,266

534,952,952*

556 ,87 3 ,7 46

618,47L,693

702,7 40 ,02L

7 65 ,9L7 ,2L2

Reflects 1974 Amendments
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PUBLIC EMPLOYEES RETIREIVIENT ASSOCIATION

General Fund

ACTUARIAI BASIS FOR DETERMINATION OF TI{E

ENTRY AGE NORMAL LEVEL FINANCING REQUIREMENT

(AS A PERCENTAGE OF PAYROLL) OF THE PROGRAM

This section is designed to illustrate the
adequacy of the Employer/lilember contribution
rate by comparing it to the leve1 actuarial
requirement, expressed as a percentage of
payroll.
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EXHIBIT 4

PUBLIC EMPLOYE.E9 RETIREI'{ENT ASSOCIATION

General Fund

ACTUARIAL BALANCE SHEET

Residual Integrated
Benefit PIan TotaI

RESOURCES

Cash and Investments (Net) $2g4,g8g,689 $ 407,553'500 $ 702'543'189

Present Value of A11
Remaining Benefits to Be
Funded by Future
Contributions LLO,gL7,564 648,L78'744 759'096'308

Total $405,g07,253 $LtO55'732'244 $1'46I'639 '497

IJIABILITIES AIID RESERVES

Benefits PaYable to Retired
Members and Their
Beneficiaries

Deferred Annuitants

Former I'lembers without
Vested Rights

Active Members

$132,757,08L $ 143,391,988 $ 276,L49,069

4 ,L31,683 5, 884 ,9 38 10 , o L6 ,62L

5 ,946,856 5 ,946 ,856

269,018,489 goo t5o8 t462 L,L59 ,526,95L'

T.+--r SaOs,gO7 ,zfr $L,055,n'?,244 SW-'639 'An

@TIIPTNSATIOI{ I CAPIIAT IN@PPORAIED - 4- ACTUAPIAT SEFI/ICES



EXHIBIT 5

PUBLIC EMLOYEES RETIREITENT ASSOCIATION

General Fund

ANALYSIS OF ACTUARIAL OBLIGATION
(Census as of June 30, 1978)

Retired Members

Service R.etirement (Payab1e from
Minnesota Adjustable Eixed
Benefit Fund) - Net

Disability

Survivor

Deferred Annuitants

Former t'lember without Vested Rights

Active llembers

Retirement

Vesting

Disability

Survivor

Refund

fotat OUtigation

Reserve for Future OId Law Survivors 8,445,475 $ 276,L49,069

$213, 335, 311

L4,474,338

39,893,945

$93r,606,630

I19,613,030

51, 355 ,601

28 , 444 ,348

r0 ,0 L6 ,62L

5 ,945,856

38 ,507 ,342 L, L69 ,526 ,95L

$L,46L,639 ,497

COTIPENSAION T CAPfTAT INCORPORAIED -5- ACIUAPIAI. SERVICES
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EXHIBIT 6

PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

General Fund

DETERMINATION OF THE PRIOR ENTRY AGE

NORMAT CONTRIBUTION REQUIREMENTS

Residual Integrated
Benefit PIan TotaI

Total Obligation $405 ,gO7 ,253 $1,055,732,244 S1,46I,639 ,497

Net Assets on Hand 294,989,589 407,553,500 702,543,I89

Obligation to be Funded
intheFuture$IIO,gL7,564$0a8,L78,744$759'096'308

Present Value of Future
Attained Age Normal
Contributi5n $I1O ,9L7,564 Not Applicable $ 110 '9L7 '564

Present Value of Future
Entry Age Normal Level
Contribution
Requirements Not Appticable $ 37L,L49,848 $ 92L,149,848

Prior EntrY Age Normal
LeveI Contribution
Requirements
Accumulated to Date $ _ O - $ 277,-028,896 $ ryr-899

@II4PENSAIION E CAPIIAT IN@RPORAIED -6- ACTUAPIAT SERVICES



EXH]BIT 7

PUBLIC EMPLOYEES RETIREI{ENT ASSOCIATION

General Fund

INTEREST REQUIREMENT ON THE
PRIOR ENTRY AGE NORMAL REQUIREMENTS

Integrated Plan

Prior Entry Age Normal Level
Contribution Requirements
Accumulated to Date $277 ,028,896

Interest Requirement on Accumulated
Net Prior Requirement 13,85I,445

Considered Payroll

Interest Requirement as Percentage
of Considered Payroll

Forty Year Funding Requirement

Forty Year Funding Requirement
as a Percentage of Considered Payroll

763,483,570

1.8142

L6,144,735

I

I

2.rl-5%

@MPENSAIION & CAPITAT IN@RPORAIED _1 - ACIUAPIAT SERVICES
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EXHTBTT B

PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

General Fund

ENTRY AGE NORMAL LEVEL CONTRTBUTION REOUIREMENTS
(Census as of June 30, 1978)

Residual Benefit Integrated PIan

Present Value of Future Entry
Age Normal Leve1 Contribution
Requirements $ 110 ,917,564 $ fZL,L49,B4B

Present Value of Future Payroll
of Current Members of the
Association L,263,298 r 000 5,336,116,700

Attained Age Normal Level
Contribution Rate* 8.7808 Not Applicable

Entry Age Normal Leve1
Contribution Rate at
Beginning of the Year* Not Applicable 6.9552

Entry Age Norma1 Level
Contribution Rate Adjusted
for Mid-Year Receipt 9.000% 7 .L292

* Future Requirements Future PayroII

COMPENSAIION & CAPIIAT INCORPORAIED -B- ACIUAPIA! SERVICES
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EXHTBIT 9

PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

General Fund

ACTUARIAL BALANCE EXPRESSED AS A
PERCENTAGE OF COVERED PAYROLL

Residual Integrated
Benefit PIan

l,lember Contribution Rate 4.000% 4 ' 0002

Employer Contribution Rate 5'000 5'500

Attained Age Normal
Contribution Requirement 9'000%

Entry Age Normal Level
Contribution Rate

TotaI

Interest Requirement on
Prior Level Requirements

Expense Allowance

Total Level Requiremen+-

Requirement
ResIAuel ExPected
Benefit Ultimate Level Federal Laq

9.000% 9.500'"

7 .L292 7 .L29e"

1.814 2.LL5

0. I48 0.148

9.000? 9.0912 9.392ea

Actuarial Balance Contribution
Rate Less r"""f n"q"i."* 0'O0q% 91092 0' N9 nu

@MPENSAIION T CAPIIAT INCORPORAIED -9- ACTUAPIAL SERVICES



PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

Police and Fire Fund

STATEMENT OF FINANCIAL CONDITION AND

STATUS OF FUNDTNG AS OF JUNE 30, 1978

This section is designed to show the financial
condition of the retirement system by compatltg
the assets on hand to the value of the benefits
earned to date; to derive the unfunded past
service obligation; and to show the trend of the
ratio of assets to the funding objective, i..e.,
the present value of benefits earned to date.
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EXHIBIT 10

Cash and

Benefits
Einanced

TotaI

PUBLIC EIVIPLOYEES RETIREMENT ASSOCIATION

Police and Fire Fund

STATEMENT OF FINANCIAL CONDITION

ASSETS

Investments (Net)

Earned to Date Remaining to be
by Members and EmPIoYers

LIABILITIES

Benefits Payable to Retired t'lembers
and Their Beneficiaries

Deferred Annuitants

Former !{embers without Vested Rights

Benefits Earned to Date by Active Ivlembers

Total

98,015, 315

2,L27,055

$100, 142, 370

24 ,7 62 ,020

2 ,282 , L89

L76,447

72,92L,7L4

$100, 142, 370

@mfllsAlpfl I cAP{TAL lt{@R?oRAIED - 10- ACIUAPIAI. SERVICES



I

I

I

Retired Members and
Beneficiaries

Deferred Annuitants

Former Members without
Vested Rights

Active Members

Tot.l

EXHIB]T II

Unfunded

$24,752,020 $ 24,762,020 $ - o -

2,282,L89 2,282,L89 0 -

L76,447 L76,447 0 -

70,794,659 72,92L,7L4 2,L27 ,055

s98,015,315 $roo ,L42,370 $2,L27 ,055

PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

Police and Fire Fund

ANALYSIS OF FUNDED STATUS
@30, 1978)

Assets O}9-!!ga.!!on. Obligation

Ratio of Assets to Obligation 97.92

COMPENSAION & CAPIAL INCORPORAIED - 11- ACIUAPIAT SERVTCES



PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

Police and E ire Fund

PROGRESS OF FUNDING

Book Value
of AssetsFunding Objective

$ 51,833,540

56 ,824,407

60 ,295 ,656

75,033,240

85,084, 108

100,142,370

$38,959 ,178

47 ,546,849

56,100,2L3

67 ,027 ,9gg

81,962,092

98,015, 315

EXH]BIT L2

Ratio Assets/
Funding Objective

75.22

83.7

93.0

89.3

96 .3

97 .9

Year
Ending
6/30

L97 3

L97 4

L975

L97 6

t977

t97B

@MPENSAIION A CAPITAT INCORPORAIED -12- ACIUAPIAT SERVICES



PUBLIC EIT,IPLOYEES RETIREMENT ASSOCIATION

Po1ice and F_irsl Fund

ACTUARIAL BASIS FOR DETER!4INATION OF THE

ENTRY AGE NORMAL LEVEL FINANCING REQUIREMENT

(AS A PERCENTAGE OF PAYROLL) OF THE PROGRAI4

This section is designed to illustrate the
adequacy of the Employer,/trlember contribution
rate by-comparing it to the level actuarial
requirement, expressed as a percentage of
payroII.
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EXHIBIT I3

PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

Police and Fire Fund

ACTUARIAL BALANCE SHEET
(vear ended - June 30, 1978)

RESOURCES

Cash and Investments (Net)

Present Va1ue of AII Rernaining
Benefits to be Funded bY Future
Contributions

TotaI

LIABILITITES AND RESERVES

Benefits Payable to Retired
Members and Their Beneficiaries

Deferred Annuitants

Former l*lembers without Vested Rights

Active Members

Tot"l

$ 98,015, 315

r33 413,099

$ 24,762,020

2 ,282 , !89

L,'7 6 ,447

204,2O7,758

$231 428

COMPENSAIION & CAPIIAT INCORPORAIED
- r3-

ACIUARIAT SERVICES
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EXHIBIT L4

PUBLIC EI4PLOYEES RETIREMENT ASSOCIATION

Potice and Fire Fund

ANALYSIS OF ACTUARIAL OBLIGATION

Retired Members

Service Retirement (Payable from
Minnesota Adjustable Fixed
Benefit Fund) - Net

Di sability

Survivor

Deferred Annuitants

Former Members without Vested Rights

Act.ive Members

Retirement

Vesting

Disability

Survivor

Refund

Toial Oblfgaiion

Reserve for Future Old Law Survivors 3601901 $ 24,762,020

$ 19,09r ,442

L,415 ,2L0

3,894,467

$ 14 5 ,244 ,253

L2 ,7 32 ,443

34 ,7 37 ,999

7,4T9,705

2 ,282 , LB9

L7 6 ,447

4,07 3,358 204,2O7 ,758

$231,428,4L4

COMPENSAION & CAPITAL INCORPORATED
-t4-
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EXHIBIT 15

PUBLIC EMPLOYEES RETIREMENT ASSOCIABION

Police and Fire Eund

DETERMINATION OF THE PRIOR ENTRY AGE
NOR},IAL CONTRIBUTION REQUIREMtrNTS

(Census as of June 30, 1978)

Total Obligation

Net Assets on Hand

Obligation to be Funded
in the Future

Present Va1ue of Future Entry
Age Normal Level Contribution
Requirements

Prior Entry Age Normal Level
Contribution Requirements
Accumulated to Date

$231 ,428,4t4

98,015, 315

L33,413,099

LLz,287 ,282

$ 2L,L25,8L7

COMPENSAIION A CAPITAT INCORPORAIED - 15-
ACTUARIAT SERVICES



PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

Police and Fire Fund

INTEREST REQUIREMENT ON THE
PRIOR ENTRY AGE NORMAL REQUIREMENTS

EXHIBTT L6

$21,L25,817

r,056,29L

59 ,933,726

L.7 62e"

$ 1, 2 3L,L7 4

2.0542

Prior Entry Age Normal LeveI
Contribution Requirements
Accumulated to Date

Interest Requirement on Accumulated
Net Prior Requirement

Considered Payroll

Interest Requirement as Percentage
of Considered Payroll

Forty Year Funding Requirement

Forty Year Funding Requirement
as a Percentage of Considered Payroll

COMPENSAIION E CAPITAL INCORPORAIEO -16- ACTUAPIAI- SERVICES
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Present Va1ue of Future EntrY
Age Normal Level Contribution
Requirements

Entry Age Normal Level
Contribution Rate at
Beginning of the Year*

EXHIBTT 17

$r12,287,282

L5.867Z

PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

Po1ice and Fire Fund

ENTRY AGE NORMAL LEVEL CONTRIBUTION REQUIREMENTS

Present Value of Future PaYroll
of Current Members of the
As sociation 7 07 ,6 6I , 30 0

Entry Age Normal Level
Contribution Rate Adjusted
for Mid-Year ReceiPt L6 '2642

* Future Requirements Future Payroll

COMPENSAIION & CAPITAT INCORPORATED -L7 - ACIUARIAT SERVICES



EXHIBTT 1B

PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

Police and Fire Fund

ACTUARIAL BALANCE EXPRESSED AS A
PERCENTAGE OF COVERED PAYROLL
(Census as of June 30, 1978)

Member Contribution Rate

Employer Contribution RaLe

TotaI

Entry Age Normal Level
Contribution Rate

Interest Requirement on
Prior Level Requirements

Expense Allowance

Total Level Requirement

Actuarial Balance Contribution
Rate Less Level Requirement

8.000a

12.000

20.000%

Requirement
Expected

Ultimate Level Federal Law

L6.2642 16.2642

t.762 2.054

0.089 0.089

18.1152 L8.407e"

1.8858 1.593%

@MpENsAItoN a cAprTAL rNcoRpoRAIED - 18 - ACTUARIAL SERVICES
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Decenber 1I, L978

l/.r. Devis H. Roenisch
Coupensation and Capi.tal.
125 Sou'..,]r l'lacker Drive
Ciricago IL 60606

Deer Dave: Re: 1978 PIRA Valuaiion

You ney have heerd 'uhat f am nolr doi:rg ti:e itork for ',,ire Coronission
on r4f oi?n. i','iren'r,he Stennes firrn nerged iziih EFSC on Sepieraber l, I
coupleted ay retj-renent so far as'rhe firna ras concerned. Hottever, since
fPfd0 riid not,'rant to con',,inue service for:liinnesota public er:plo;'ee futrds
and take on'ulle Comr:issicnls','rork for feer of cc:rflict of interest,, I wae
so',mded cub by boih IPFCC and the Coanission cn 

"ne 
possibili.ty of con-

tinuing the rvork aB en indeper:rient consuli,attt. So here f, a:i.

As ueual , I have eone questio:rs e'nd counell'-vg orl'"ne FiRL Valuaiionr
end in nost, of the o.ues-i,ions, I aa trying to anticipaie irer.es ni:icir rril 1

be raised by uenbers of the Corr:iseion.

Firet, I rvilI meniicn ;hat in presenting -rl:e infornation, I iliLl j.n-
creese the aeset figwee given in lr3ur re:ort bi''ui-re a::ouilt of the Anilui*ey
S'r,abilizetion Reserve end raske the serie i'rrcrease in ti:e,iresent Value of
Be:refits. Tr,,ig prociuces trre sane Unfunded Liability bui ni^kes a sJ.lght
increase in iiee Funding l,e'r,io.

fae norrnal cos'r, percenrr,eEe decreased fro:l lest;iearle figure in all
'r,liree Eroups. For the Coordinated trou.pr -rile decli::e ;ias frou '1 .0867o Lo

6.fiTr, a drop of 9.519/". For each of the o*Jrer au\ro grouDs; I regard the
figures for'uhe trzo ysers as being e.bou'., t::e sa:ie, but so:ieone vri1l probebly
ask tl:e reason for a orop ae larre as C.a197b. Oan you put I'o'.r finger on
tlre reason for ',,his change?

The other questions ere concei'ned ui'uii t,ire changes i:r the Unfunded
Liebilitir. In aI 1 ihree cesesr -','re neeC'r,o have aa Epproxiuate breakdot'rn
of the experience gain or lose airon: active I:-vest e rein of $2rot+t+t522
for tlre Besic Group; a loss of $1 ,a7A,5C5 fcr tl:e Coorciinaied Group; a

galn of #>42r)99 for -r,i:e Policeland Fire 3roup. I an sure tltai soiieone
vril 1 ask ]ro's auch of it is fron raorialiiy sni.'r,€rninatic,rs, etc.

In all 
"irree 

grou.ps, l,;e have an increase i-,em fro:r be:refit chan5ea.
Flease give roe a brief r:escript,ion of -,hese i.:prove;:en-ue.

For the Sesic Group, irou i:rcluee $7r9C0r5n for r.:ing of 'r,l:e Croup.
There i?as E si::ilar itea of *2Ar7)4r51 / 1as'r, yei,rr I recal1 -rhat;;,.en I
asked you. about t.tis lasi 1'sgrr irou re;;Iied',,n&t,',,rris i'res e si.ift in'i.i:e
el lbca'',ion of tr:e -r,oiaI prese:rt value cf be:refi'us bet',reen past service ccst
end f'.rture service cost.

UEE ; "irl.Il.il 8i) LCPE&R
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Althcugh I did not pursue tire su.bject i.est year, I thirk rhat'"he
discuseion Ehich occurred at 'r,he subeeouen-u reeiing of 'ci:e Cos:aission
recuj-res thet rze go in'r,o ri:is rcore at'"he preeent ti::e. Unuer ti:e entry
ege ncrtreI cost rneihod, I fail to grasp hoi'i a sl:i-ft of ij:is irind can occur.
In fact, ui:Cer 'r,his netrod, ize l:ave e prospeci.,.benefi',,, and no at-,ei:tion ite
is paid to wha'u par'r, has been earned by serviii ',o d&'uo and ;rnat part trill  
be earned by service in t)re fu.-uure,

Under 'uris nethod, o:re firsi detersines il:e iiorual cost ae a level
ntucber of dollars i'1.:ich izill fund'uhe proscec',ive'oenefi'r, if paid frcu ti:e
dat,e of entry'r,o ihe dat,e of reiireuent. ?iiis can be used as'uhe finel
norrnal cost or the present value of these flor:ial costs in the fui'..ire cen
be calculated end divided by ti:e present value of future pa)rrc1l to deteri:ine
a finaL norrel cosi ni:ich is e leve1 percen'r,e8e of futu.re pa;.'roIl. fne
iaiier is done i'riih our public functs.

Iire eccrued liabili',,i. can be obtei::ed eiti:er b;i calcuiu-,,ing'uhe accunu-
lat,ed value of ine leveL dollar norEel cost,e or by ieterrining 

"i:e 
difference

be'cireen'ihe _cresent value of ce:iefits and tire ebove-rcelf'ricned presen'r, irEiue
of 1he Ievel dollar nonrrel costs in ihe fu'uur€.

Since we deal only t'ri'"h'ui:e 
"oia1 

prospective benefi', in ine abcve
Drocesg, I do ::o'r, see e'q,r place irhere 't[e are invclved .iith a rr,r€t'r,r]€l1t of
past service cost anC fu;ure service cost.

Under the et'uained a..e nor;jtal ccsl ae-r,iiod, one firs-u spli'.e 'r,l:e
prospective benefit inio ivro par';s and'r,,:en u.ses ihe u.nit cred,ii cost
nethod on ihe pag'i, service por-,,ion anci t.l':e eggrega've cost ire'r,r:od on tile
fui';re service'ccrtion. Even:'rj-lh 

"iis 
i3€'u:-:od, I fail t,o see,rolz ijlere

can-ie en increase j-'uen frox the egir€ of tire grou.p. In addition, i::le
is nct tho :re'r,rroC set for'"h in 'une saelute.

Ass'uniqg a valid exi:Lane.tion of tr.is i'"erc, I au concerneC ebout the
effect on funding r1olv and in t,rie fl,.ture. If t.:is s,.ift irad::o'u taken p1 ace,
I est:-rqate tirc.i the nornal cosi trris jrear i?c-.).Id be about, L6.i67ilr -.he

a:ror'r,ization req',,lire:rent abou.'u l).e8871 and tne reqirired suaport about
,0.4A7/b. Since'r,i:e a:;ori,izat,ion pericd is 19 treare cc'rpared',;itir 7.27 as
the raiio of tire lresent, valu.e of payroll 'Lo pa;,'roll, si:ift:-ng larrer
e::ounts at tire nresent tine into -J:e e',m to pe a:roriized reduces 'i,iie re-
qu.ired funding. iloizever, this grou.p;';iI1 co:riinue to age, and if it, is
valid thet aging prcduces a siiift nolr, sl:.ift,s ',liII occur in all fu'uilre
years. Tiierefore, aI'rilough tne sr.,ifts reduce ii:e rec'":ired fu.ndina t -u t::e
present tine, I feel 'rirt t at soue pcin'u, rhe rinC rzill slar'u bIo'';inl ti:e
oi,her direction ',;itir subgten'uia1 u:lfavcrab1e effec*"s on iire funiing re-
qu.:re;aent.

One furtner cu.esiion or1 the iasj.c Grouo. I al'.ia;is co:roine jrouJ i,iree
i'ue::s, Aec:Lize^ti-cn Pa'.-aent, Sxcess cr jeficit in Soie a:rd ia';e ;-'.:rlieci t,o
Lol';er or t-igirer pa:.;roI 1 io ceterx:r1e a iret ulrortiza-"ion cc,ltricu.',ic:1 or a
net co::'rribu-Lion eeficiency. Las;3'sgv, i,::-s co'.ioiira'uion prcii.icei. a net



deficiencJ' of $7r24ir4tS; iiris 1,ssi $41591 ,O99. Slnce ',he nrnl*un contribu-
tion in 1976 ca,ne oui 21.502/" coapared. :ri'Ja 22.997?; in 1977' I rvou.ld expect
the net deficiency this year'uo be soxaei'rhat ]trger, probably in ihe neigh-
bcrhood of $8r000r000.

Last 5,ss1', your anali-sie coir^r,ained ifte iten Rate iiicplied to Loi'rer
Peyroll ri'::ich,res logical since ihe payroll',rent d.orn fron $18918941459
'"o *17112241698. Tne analysis tiris Jrear contains ihe saue iten but izith
the figure in -uhe o'"her colu:ni and the fi3ure is Larger in size. iio.;ever,
'uhe palryel 1 figure'uhis year is very close',o 

"he 
1977 figure. If 'uhis i'tea

vere not in the anal',,sie, tire ti.ro reraini:rg i'r,ens tzouLci net out i;o $7r 80Ot)O,
rhich is cLos6 'r,o Er.v expecied $Er000r000 figure.

Finel 1y, I i;an-r,'r,o verif;r tr)'uniersia,rding of olre iiem. On'J:e Fclice
end Fire Grou.o, )rou hi,ve *592ro=i frc:;'ieir -iini',s. I recall- -uhat ;rhen the
Erookl-yn Center Folice re joined FERA, lhey rere r'ecuired -uo co:itrib'':.ie an
ailount pi:rich wculi give t,len ihe sa=e fu.::d.i::g rat,lo as iire r,:cl-e zroup (abou.'u

ECif). Ie tire fi592r05) -uire unjL:ndei. Iiabiliiy cf roug'irIy 2A/" on t,:e ErooxJ.yn
Oenier iolice and a:i;' oiiler sroups ii-.:ci:,;e:'e--;ai":en in du.rin6 i,rre;rear?

fne l:.si &bo./e is ratlier 1on6 ani at leus'r, o::e cf the iie::rs is a ii'r,
cou:Iica'ced , :rr.-u I ';1iI1 a; creci--r,e heari::; frc= -,rou cn tire abcve.

Si,:cere J.;,' -l.i ou.rs r

/*))-
.orai:l'.fin C. Sr:ith

cc: La:';rence n. ,..t^::tin

2l2j 9i.a:ford r'vei:ue
St. Fa';l .,ii{ 551C5
6Lz-69e-2997


