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Dear [First Name]:

We are contacting you about an exciting new educational program tailored for fund
trustees!

Cll, in partnership with the CFA Institute, will host a one-day training course just for
pension fund trustees, on Wednesday, September 28, in Chicago. This special
program—for trustees only, no staff—will be held in conjunction with ClII's fall
conference, September 28-30, at the Palmer House Hilton. The course presents a
unique opportunity for trustees to learn from each other's experiences and ask
questions in a "safe" space. It also offers insights on many of the most immediate
challenges fund trustees face.

The curriculum has been developed and will be taught by experts at the CFA
Institute, a highly respected investor-focused organization with decades of expertise
in professional training. Earlier this year, Cll conducted an informal survey of member
fund trustees about the course and responses were overwhelmingly enthusiastic.
Click here to view the current program and to register.

Because it is a pilot program, Cll is offering the course to trustees of pension funds
that are Cll members at a special price of $395. We hope that you and other trustees
at your fund will take the course and then stay on after to attend ClI’s fall conference
(no extra charge), also at the Palmer House Hilton. Registration for the conference is
now open, click here to view the latest agenda and register to attend.

Please contact Melissa Fader, membership services manager, with any questions
about the trustee training program and for assistance with registration at
Melissa@cii.org or 202.261.7096.

Thank you for your support for this unique opportunity for you and fellow fund
trustees to strengthen your understanding of the important ethical and investment
issues you face.

Warm regards,

j/HH
i AL o
F, {he’ Tj.2any

Theresa Whitmarsh Ken Bertsch
Chair Executive Director
Council of Institutional Investors Council of Institutional Investors

1717 Pennsybvania Avenue NW = Sute 350 = Washengion, DC 20006 Main 202 822 0800 « Fax 202.822.0801
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Pension Fund Trustee Training
Sept. 28, 2016, 9 AM to 3 PM
Palmer House Hilton Hotel, Chicago

The latest issues and trends in trustee service
Hosted by CII in partnership with the CFA Institute

This one-day course is for pension fund trustees only (no staff) and is being offering to ClI
member trustees at a special introductory fee of $395 (and $595 for non-Cll member trustees).
The program precedes ClI's fall conference in Chicago, Sept. 28-30, 2016. Trustees of funds
that are members of Cll are welcome to attend the fall conference at no extra charge.

Curriculum

Back to Basics - An Update on Trustee Ethical Issues

This interactive, case-based course will review recent ethical dilemmas in the pension fund
industry and the challenges trustees face with ethical decision-making. Participants will evaluate
several fact patterns to sharpen their knowledge and understanding of fiduciary responsibilities,
conflicts of interest, duties of care and loyalty regarding plan participants and the consideration
of plan sponsor circumstances. The focus will be on gray areas and resolving ethical dilemmas.

Fundamentals - Mastering Basic Investment Skills

In this lecture-format presentation, characteristics of risk and return for a multi-class set of
assets will be described. The course will also examine common liability structures for a variety
of funds (pension, endowment) ways to set strategic investment objectives. Risk budgeting for
funds will be explored and applied in a brief case study that enhances participants’
understanding of the tactical and strategic choices that fund stewards must make.

What's New in Active Investing (working lunch)

Pension funds—public funds especially—are increasingly encouraged to focus investment
activities on more than just the best, risk-adjusted return for beneficiaries. Plan participants,
industry stakeholders, elected officials and others want trustees to consider environmental,
social and governance (ESG) factors, and to take a more active approach to the stewardship of
pension assets. This session will explore ESG issues and factors trustees should consider when
funds integrate these issues into investment decisions.

Navigating Current Challenges and Opportunities

Participants will analyze several cases that demonstrate how due diligence and monitoring can
help trustees avoid mistakes in selecting appropriate investments, especially more complex
investments. They will also learn how contractual language can affect investor rights.

For further information or to register, please contact Amy Borrus, amy@cii.org or 202.261.7082

d Council of Institutional Investors f//\\l\~ CFA InStltUte
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EXECUTIVE DIRECTOR REPORT

July 21, 2016
Activities Updates

Joseph Bress On April 5, 2016, the District Council unanimously adopted Council Resolution

Reappointment | 21-444, the “District of Columbia Retirement Board Joseph M. Bress

Resolution Reappointment Resolution of 2016,” reappointing Joseph Bress to the Board.
The reappointment was effective retroactive to January 28, 2016, for a four-year
term that will end on January 27, 2020. Attached, for your information, is a
copy of the June 21, 2016 cover letter transmitting this action to the Board, as
well as copies of the Resolution and Certification Record.

EEO Laws and | DCRB staff recently received mandatory sexual harassment sensitivity training

Sexual that was conducted onsite by DCHR. The training was in separate segments for

Harrassment managers and staff. Subsequent feedback reflected that both segments were

Sensitivity informative and well received.

Training

Federal Benefits | On June 29 and 30, OPM offered its annual Federal Benefits Seminar as a live

Seminar event over the Internet. DCRB took advantage of this opportunity and was able
to project the entire seminar onto the screens in our Boardroom so interested
staff could attend the sessions that were of interest to them. The Seminar
provided sessions on: Policy Operations/Insurance Update, Federal Employee
Health Benefits and Medicare, Health Insurance/Retirement Open Forum, and
Services On-Line. In the past, Benefits staff members have had to travel to
distant cities to attend this program.

Board As you may recall, a copy of the newly drafted Board Governance Manual was

Governance provided to you electronically in Diligent Boardbooks with the May Board

Manual materials. Any Trustee who would like to have a hard copy of the Manual
should contact Deborah Reaves.

Branding Now that contract issues have concluded between DCRB’s branding vendor and

Update IBEW requirements, measurements have been taken for the final branding
elements (e.g., name plates, privacy screening, lobby logo, etc.) to be
completed. We expect that our vendor will perform those remaining tasks by
the end of September.

Staff Travel The Staff Travel Policy is under review and is being updated to include

Policy references to the treatment of new services, such as, Uber and Lyft. We are also

Amendments soliciting input from our Travel Coordinators and from staff members who have
traveled recently to determine if further adjustments need to be made.

Page 1 of 2
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Staff Merit increases and bonuses were paid to DCRB staff, as appropriate, reflecting

Compensation their performance for calendar year 2015.

Staff DCRB’s annual Staff Appreciation Day will be held on the rooftop of the

Appreciation IBEW building on Friday, August 19, from noon to 3 p.m. This annual event is

Day funded by the DCRB senior staff. Trustees who have the time available are
invited to join us.

Staffing Hires

Changes That

Occurred Since | Katie Schultz, who began working for DCRB last October as a

the Last Board | Communications contractor, rejoined us full-time on July 5 as a

Meeting Communication Specialist. Katie previously worked for DCRB as a Special
Projects Assistant from 2008 to 2014, working primarily on communications
projects.
Shaquja Clark is an Intern, who will be assisting the Executive Office and the
Finance Department this summer with agency projects. She attends Delaware
State University and is majoring in mass communications.

Sad News I would also like to mention the sudden passing of former DCRB employee,
Nichole Holmes, on July 9, 2016. Nichole joined our administrative staff in
September 2006, transferred to the Benefits Department shortly thereafter, and
left for an opportunity with Metro in September 2014. Our sincere condolences
go out to her family and to her many friends here at DCRB.

Recent “The Funding of State and Local Pensions: 2015 - 2020,” Center for Retirement

Retirement- Research at Boston College, Alicia H. Munnell and Jean-Pierre Aubry, June

Related Articles | 2016.

(attached)

“Preserving Retirement Income Security for Public Sector Employees,”
National Institute on Retirement Security, Diane Oakley and Jennifer Erin
Brown, July 2016.
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COUNCIL OF THE DISTRICT OF COLUMBIA
THE JOHN A, WILSON BUILDING
1350 PENNSYLVANIA AVENUE, N.W.
WASHINGTON, D.C. 20004

June 21, 2016

Eric O. Stanchfield, Executive Director
District of Columbia Retirement Board
900 7th Street NW, 2nd Floor
Washington, D.C. 20001

Dear Mr. Stanchfield:

Enclosed is a copy of Council Resolution 21-444, the “District of Columbia Retirement
Board Joseph M. Bress Reappointment Resolution of 2016,” adopted by the Council at the April
5, 2016 Legislative Meeting.

If you have any questions regarding this resolution, please contact Nyasha Smith,
Secretary to the Council, at 202-724-8080 or nsmith@dccouncil.us.

Sincerely,

Phil Mendelson

Chairman of the Council

enc.
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ENROLLED ORIGINAL

A RESOLUTION
21-444

IN THE COUNCIL OF THE DISTRICT OF COLUMBIA

April 5, 2016

To reappoint Mr, Joseph M. Bress to the District of Columbia Retirement Board.

RESOLVED, BY THE COUNCIL OF THE DISTRICT OF COLUMBIA, That this
resolution may be cited as the “District of Columbia Retirement Board Joseph M. Bress
Reappointment Resolution of 2016,

Sec. 2. The Council of the District of Columbia reappoints:

Mr. Joseph M. Bress

3704 Harrison Street, N.W,

Washington, D.C. 20015
(Ward 3)

as a member of the District of Columbia Retirement Board, established by section 121 of the
District of Columbia Retirement Reform Act, approved November 17, 1979 (93 Stat. 869; D.C.
Official Code § 1-711), for a 4-year term to end January 27, 2020.

Sec. 3. Transmittal.

The Council of the District of Columbia shall transmit a copy of this resolution, upon its
adoption, to the appointee, the chairperson of the District of Columbia Retirement Board, and the
Office of the Mayor.

Sec. 4. Effective date.
This resolution shall take effect immediately upon the first date of publication in the
District of Columbia Register.
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COUNCIL OF THE DISTRICT OF COLUMBIA
WASHINGTON, D.C. 20004
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[ X ] ACTION & DATE

Docket No. PR 21-563

ADOPTED FINAL READING, 04/05/2016
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STATE AND LocaL PENSION PLANS

CENTER for
RETIREMENT
RESEARCH

af BOSTON COLLEGE

Numser 50, June 2016

THE FUNDING OF STATE AND LOCAL
PENSIONS: 2015-2020

By Alicia H. Munnell and fean-Pierre Aubry*

INTRODUCTION

The funded status of state and local pension plans
based on the Governmental Accounting Standards
Board’s traditional rules (GASB 25) increased slightly
in 2015. The main reason is that, despite the poor
stock market performance in 2015, returns over the
last five years have been strong. Conversely, the
funded status based on the new GASE 67 rules, with
assets at market value, showed a slight decline in the
funded rate primarily due to the subpar 2015 returns.
In 2015, most plan spensers continued to main-
tain the traditional GASB rules (with smoothed assets
and expected long-run returns for discounting) in
their actuarial reports for the purposes of funding.
For reporting in their financial documents, however,
all plans adopted the new GASRE rules of valuing
assets at market, and 10 plans in the Public Plans
Database also used a blended discount rate to account

* Alicia H. Munnell is director of the Center for Retirement
Research at Boston College (CRR) and the Peter F. Drucker
Professor of Management Sciences at Boston College’s Carroll
School of Management, jean-Pierre Aubry is the associnte
director of state and local research at the CRR. The authors
thank Christine Manuwelo for extraordinary data collection. The
authors thank David Blitzstein, Keith Brainard, Emily Brock,
Alesc Brown, and Steven Krelsherg for helpfidl comaments.

for a prejected exhaustion of assets. This brief focuses
more on the data in the actuarial reports used for
funding purposes, because they provide the basis for
historical comparisons and for funding decisions.
The discussion is organized as follows, The first
section reports that the ratio of assets to liabilities for
the 160 plans in the Public Plans Database increased
slightly from 73 percent in 2014 to 74 percent in 2015.
The second section shows that the required contri-
bution, for the sample as a whole, increased to 18.6
percent of payrolls, while the percentage of required
contribution paid increased to 91 percent from 86
percent in 2014. Given the controversy about the
appropriate discount rate, the third section revalues li-
abilities and recalculates funded ratios using a variety
of discount rates. The fourth section briefly examines
the plans that, for reperting purpeses, use a blended

| LEARN MORE g

Search for other publications on this topic at:
crr.bc.edu
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discount rate under the new GASB standards. The
fifth section projects reported funded ratios for our
sample plans for 2016-20 under the assumption that
plans meet their expected returns and under an alter.
native assurnption that they realize the substantially
lower returns projected by many investment firms.
The final section concludes that, if plans realize

their assumed returns, the public pension landscape
should continue to improve over the next few years;
but if returns fall short, funded levels will deteriorate.

Fumpep StaTtus inN 2015

This section reports funded ratios under both the tra-
ditional GASB rules and the new GASE rules, which
first went into effect in 2014, The new rules involve
two major changes relating to the valuation of assets
and liabilities used to measure reported funded ratios.
First, assets are reported at market value rather than
actuarially smoothed. Second, projected benefit pay-
ments are discounted by a combined rate that reflects:
1) the expected return for the portion of liabilities that
is projected to be covered by plan assets; and 2) the
return on high-grade municipal bonds for any portion
that is to be covered by other resources.’

Ficure 1. STATE aND Locar PEnsion FUNDED RaTiOS,

FY 1990-2015
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Mates: The 2013 funded ratio under the new rules was re-
ported by plans to show the change between 2013 and 2014.
2015 invalves projections for about one third of plans.
Sources: 2015 actuarial valuations; Public Plans Database
(PPD) (2001-2015); and Zorm {1990-2000).
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In fiscal year (FY) 2015, the estimated aggregate
ratio of assets to liabilities for our sample of 160 state
and local pension plans was 74 percent under the tra-
ditional rules and 72 percent under the new rules (see
Figure 1).7 (The ratio for each individual plan appears
in the Appendix).

The 74-percent funded level from the actuarial re-
ports reflects liabilities of $4.5 trillion and smoothed
asset values of $3.4 trillion; the 72-percent level under
the new rules reflects very similar liabilities but assets
of 3.2 trillion. The difference in asset values is due
to the performance of the stock market. The last five
years have been a combination of three terrific years
and two weak years; 2015 was one of the weak years
(see Figure 2).

FiGURE 2. PERCENTAGE CHANGE 1IN WiLsHIRE 5000
Inpex, FY 2001-2015

3% T

25%
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=304
2001

Note: Data for 2015 available through May 30, 2015.
Source: Wilshire Associates (2016).

In 2015, as in earlier years, funded levels among
plans vary substantially. Figure 3 (on the next page)
shows the distribution of funding for the sample of
160 plans under the traditional rules. Although many
of the poorly-funded plans are relatively small, several
large plans, such as three in Illinois (SERS, Teachers,
and Universities) and one in Connecticut (SERS), had
funded levels below 50 percent.
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Ficure 3. DistrisuTioN oF Funpep RaTios For
PueLic PLans UNDER TRaDITIONAL RuLes, FY 2015
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Sources: 2015 actuarial valuations; and authors’ calculations
from PPD {2015).

THEe ADEC (FormERLY THE ARC)

Last year, the new GASB standards replaced the An-
nual Required Contribution (ARC) with the Actuari-
ally Determined Employer Contribution (ADEC).
Unlike with assets and liabilities, plans do not seem
to be maintaining two sets of required-contribution
numbers — one for the actuarial valuation and one for
the financial statements - but rather have shifted to
using the ADEC for both purposes.

While both the ARC and ADEC are meant to cap-
ture the employer’s “required contribution” to keep
the plan on a steady path toward full funding, the two
concepts differ slightly. First, while GASB limited
the range of allowable assumptions and methods
that could be used to calculate the ARC, GASB allows
more flexibility for calculating the ADEC. Second, for
single-employer and agent plans that use a statutory
contribution rate, GASB allows for the ADEC to re-
flect the statutory contribution rather than an actuari-
ally calculated contribution. While conceptually these
differences could cause a discontinuity between the
ARC and the ADEC, in practice they do not appear
to be consequential. Thus, it seems reasonable to
extend our prior ARC series using the ADEC,

Both the ARC and the ADEC equal normal cost
— the present value of the benefits accrued in a given
year — plus a payment to amortize the unfunded li-
ability, generally over 20-30 years. These measures

have increased mainly because the financial crisis led
to higher unfunded liabilities and, thereby, a higher
amortization component of the calculation. In 2015,
the ADEC was 18.6 percent of payroll for the sample
as a whaole, up sharply from 2014 (see Figure 4).

Froure 4. REQUIRED CONTRIBUTION A5 A PERCENTAGE
of PayroLe, FY 2001-2015
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sure is the ADEC. The 2015 value involves projections for
about one third of plans.

Sources: 2015 actuarial valuations; and PPD (2001-2015).

Despite the increase in the ADEC as a percentage
of payroll, sponsors are paying an increasing share
of their required contribution, rising to 91 percent in
2015 (see Figure 5). This improvement mirrors the

FIGURE 5. PERCENTAGE oF REQUIRED CONTRIEUTION
Paip, FY 2001-2015
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Notes: The 2001-2013 measure is the ARC; the 2014-15
measure is the ADEC. The 2015 value is authors’ estimate.
Sources: 2015 actuarial valuations; and PPD (2001-2015).
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IR

pattern of decline and recovery in the percentage of
required contribution paid in the wake of the bursting
of the dot.com bubble at the turn of the century.

SENSITIVITY OF FUNDED STATUS TO
AssuMED DISCOUNT RATE

Under GASE's traditional rules for funded ratios,
assets are reported on an actuarially smoothed basis
and the discount rate is the long-run expected rate of
return. The discount rate has declined in recent years
from around 8.0 percent to 7.6 percent in 2015 (see
Figure 6).

Ficure 6. DiscounT Rates FoR PUBLIC PLANS UNDER
TrapiTioNal Rures, FY 2001-2015
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Sources: 2015 actuarial valuations; and PPD {2001-2015).

Financial economists argue that — for report-

ing purposes — future streams of payment should be
discounted at a rate that reflects their risk rather than
at the expected return.” Moreover, even many who
agree that the expected return may be appropriate for
funding purposes are concerned about the level of
assumed returns in the current financial market envi-
ronment. Hence, Table 1 shows liabilities and funded
ratios under alternative discount rate assumptions.

Py -J,-*',l-_:HF;]-'_._,}_J_{II;'.{_.'[__ s

— — T S
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TasLE 1. AGGREGATE STATE AND Local PENsION
MEASURES UNDER ALTERMATIVE DIsCOUNT RATES,
FY 2015, Trirtions of DoLLaRS

Discount rate

Measure

76% TR 0% 5% 435
Total liability $45 %51 %58 366 375
Actuarial assets 34 34 34 34 14
Unfunded hiability 1.2 1.8 15 13 41
Percent funded 74% 65% 58% 51%  45%

(Traditional rules)

Sources; 2015 actuarial valuations; and authors’ calculations
from PPD (2015).

GASB 67

As discussed, the new GASB 67 rules require plans
to report their assets at market value and to use a
blended discount rate if they expect to exhaust all of
their assets. In 2015, 10 plans in our sample adopted
a significantly lower blended rate (see Table 2). These
10 include the seven that had adopted a blended

rate in 2014 plus Cincinnati ERS, Cook County, and
Dallas Police & Fire — plans that were added as the
sample was expanded from 150 to 160. Although the
blended rate dramatically reduces the funded status
of these plans, the change has only a small effect on
overall funding because these plans account for only 6
percent of sample assets,

TasLE 2. Prans ADOPTING A SIGNIFICANTLY LowER
GASB 67 BLEnDED Rate, 2015

Plan Rate Funded status
o Actuarial GASE 67 Actuarial GASE 67
Cincinnati ERS 75% 5.6% 64.3% 575%
Cook County 75 45 576 41.4
Emplovees

Dallas Police & Fire 73 45 63.8 38.2
Duluth Teachers 80 5.4 56.9 46.8
Kentucky Teachers 15 49 55.3 415
New Jersey PERS 9 4.9 59.5 382
Mew Jersey Police 9 6.3 726 58
& Fire

Mew Jersey Teachers 79 4.7 51.1 287
Texas ERS B0 6.9 763 644
Texas LECOS 2.0 5.0 710 4.8

Sources: 2015 actuarial valuations; and PPD (2015).
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LookinG BEyonD 2015

Future funded levels depend on three factors: 1) cash
flows (contributions and benefits); 2) the growth in
liabilities; and 3) the performance of the stock market.
Both contributions and benefits rise slowly over time,
50 their average growth for the period 2016-2020 is
assumed to equal their average growth over 2001-15.
Growth in liabilities, which will likely be restrained
by the long-term benefit cutbacks enacted in recent
years, is assumed to hold steady at the 2015 level of
4.2 percent.’

Public pensions currently hold about 70 percent of
their assets in risky investments, including more than
half of their assets in equities. As discussed, on aver
age, plans assume a nominal return of 7.6 percent on
their whole portfolios, which implies nominal stock
returns of 9.6 percent. In contrast, many investment
firms project much lower equity returns (see Table 3),
To address uncertainty about the future performance
of plan assets over the next five years, projections are
made under two scenarios. Under the baseline sce-
nario, plans achieve their assumed nominal returns
of 7.6 percent on average. Under the alternative sce-
nario, which assumes a 5.5-percent nominal return
on risky assets, plans earn a return of 4.6 percent on
their overall portfolio.

TabLE 3. EXrecTED NominaL RETurns For ULS.
EquiTieEs FROM SELECTED INVESTMENT Firms

Firm Ax'_era.ge annual Horizon
nominal returns (%) (years)

Bogle and Nolan® 7 10

Charles Schwab 6.3 10

Goldman Sachs 4.7.5.5 5

GMO 0.1 7

|P Morgan 7 10-15

McKinsey Slow: 6.0-6.5 20

Recovery: 8.0-9.0
Morningstar® G-7 Mext few decades
Research Affiliates* 32 10

* The authors are affiliated with Vanguard's Bogle Center.

® Josh Peters, Director of Equity-Income Strategy.

* 1.2 percent real return + (our assumed) 2-percent inflation.
Sources: Bogle and Nolan (2015); GMO (2016); Goldman
Sachs (2016); [P Mergan (2015); McKinsey Global Institute
{2016); Morningstar {2015); and Research Affiliates (2016).

The projected funded ratios are shown in Table 4.
After 2015 - if plans achieve their assumed returns
~ funded ratios drift slightly higher, as asset growth
continues to exceed assumed liability growth.® If,
instead, returns are at the lower rates predicted by the
investment firms, funding starts to decline.

TasLE 4. PROJECTED FUNDED RATIOS UNDER
TrapiTioNaL RuLes For Two SCENARIOS OF AssET
Returns, FY 2006-2020

Year Baseline Alternative
2015 (actual) 74.1% 74.1%
2016 749 747
2017 75.2 74.2
2018 75.5 73.3
2019 76.3 723
2020 TG 71.2

Sowrce: Authors” projections.

ConNcLusiON

The year 2015 produced little change in the funded
status of state and local pension plans. Based on actu-
arial valuations, funding rose from 73 percent in 2014
to 74 percent in 2015. Under the new GASE rules,
where assets are valued at market, funding declined
slightly, reflecting the poor stock market performance
in 2015,

2015 was the second year that the new rules were
in effect for financial reporting. Under these provi-
sions, funded ratios were based on market asset values
and 10 plans — those with assets projected to be insuf:
ficient to cover future benefits — adopted a blended
rate to calculate liabilities. As a result of these two
provisions, the overall ratio of assets to labilities was
lower under the new rules than under the traditional
rules,

What happens from here on out depends very
much on investment performance. In 2020, assum-
ing expected returns are realized, plans should be 78
percent funded. 1f returns are lower, as predicted by
many investment firms, funding will drift lower.

10
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6} Center for Retirement Research

EnNDNOTES

1 In addition, the entry age normal/level percentage
of payroll would be the sole allocation method used
for reporting purposes (roughly three quarters of
plans already use this method).

2 The sample represents about 90 percent of the
assets in state-administered plans and 30 percent of
those in plans administered at the local level.

3 The analysis of choice under uncertainty in eco-
nomics and finance identifies the discount rate for
riskless payoffs with the riskless rate of interest. See
Gollier (2001) and Luenberger (1997). This corre-
spondence underlies much of the current theory and
practice for the pricing of risky assets and the setting
of risk premiums. See Sharpe, Alexander, and Bailey
(2003); Bodie, Merton, and Cheeton (2008); and Ben-
ninga (2008).

4 The focus here is on contributions, where growth
rernains fairly steady, rather than on the percentage of
required contributions paid, which is more variable.

5 See Munnell et al. (2013). From 2001-2014, liabili-
ties have grown an average of 5.6 percent annually.

In 2014, Kabilities grew by 4.9 percent in aggregate.
For the 90 or so plans that did report in 2015, liabili-
ties grew by 4.0 percent. For the remaining plans, we
assume a 4.5-percent growth rate, resulting in aggre-
gate liability growth of 4.2 percent for 2015.

6 Given the poor investment performance in 2016,
nominal investment returns from 2017-2020 will
need to be 9.7 percent for plans to realize their as-
sumed return from 2015 to 2020.
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Appenpix: FUNDED Ratio Unper TRADITIONAL RULES FOR STATE AND Local Praws, 2001, 2004, 2007, aND
2010-2015

Plan name 2001 2004 2007 2010 2011 2012 2013 2014 20M5
Alabama ERS 1002 897 790 682 658 657 657 669 692
Alabama Teachers 1014 896 795 711 675 665 662 675 698
Alameda County Employee's Retirement 1058 821 8932 775 766 TI9 V59 748 7607
Association
Alaska PERS 1002 702 778 624 619 571 545 59.7 58.6%
Alaska Teachers 950 628 682 543 540 499 481 545  531%
Arizona Public Safety Personnel 1269 924 664 677 63T 602 587 492 490
Arizona SRS 1151 925 833 764 755 783 VsS4 T63 7
Arizona State Corrections Officers 1400 1048 B46 BI8 TeL 707 669 573 573
Arkansas PERS 1056 887 891 741 707 GB9 743 778 79
Arkansas Teachers 954 83E 853 B 718 712 7y 773 BO.O*
Atlanta General Emplovees Pension Fund 61.3 522 537 512 510 512 555  54.7*
Baltimore Fire and Police Employees 1001 968 919 832 E20 7V6  T66 742 1B
Retirement System
Baton Rouge City Parish Retirement System 90.2 836 B46 TIOD 7RI 710 T30 710 GRAT
Boston Retirement Board* 703 633 676 631 614 619 595 610 609%
California PERF 1119 873 871 834 B26 831 752 763 745*
California Teachers 980 B2S  BRE 715 63 672 669 GBS 6907
Chicage Municipal Employees 933 720 691 508 452 376 3P0 409 372
Chicago Police 0.5 559  5L5 404 362 313 297 261 2687
Chicago Teachers 1000 858 801 669 597 539 495 515 518
Cincinnati Employees Retirement System 154 947 862 751 668 613 632 643 65.6%
City of Austin ERS 6.4 BO.B 78.3 69.6 658 63D 704 0.9 67.3%
Colorade Municipal 1043 772 81.2 730 69.3 745 731 787 BO.B*
Colorado School 982 701 755 648 602 621 603 609 625%
Colorado State 982 701 733 62E 577 592 575 578 593"
Connecticut Municipal 1093 1029 1037 8B4 833 B50 B7S 878 87B
Connecticut SERS 631 545 536 444 479 423 412 415 433
Connecticut Teachers 65.3 614 552 590 588"
Contra Costa County 76 820 899 803 785 T046 764 B1T  B41*
Cook County Employees 889 702 773 607 575 535 566 575 SG1F
Dallas Police and Fire B45 BOB 894 795 V40 TFB1 756 63E 573
DC Police & Fire 101.0 1080 1086 1101 1101 1073 1076
DC Teachers 1116 1183 1019 944 901 886 887
Delaware State Employees 1124 103.0 103.7 9.0 940 915 911 9.3 91.6
Denver Employees 905 991 982 B50 Ble 764 V64 764 4T
Denver Schools 96.5 882 877 BB9 815 840 812 826 B4
Detroit Police and Fire Retirement System 126 797 1105 1023 929 961 893 810 7i1¥
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Plan name 2001 2004 2007 2010 2011 2012 2013 2014 2015
Duluth Teachers 076 918 868 817 731 634 540 569
Fairfax County Schools 103.0 B6.4 756 Te4 756 754 767 707
Florida RS 1179 1121 1056 380 B69 864 854 866  BoS
Georgia ERS 017 976 930 &01 760 731 714 2B e
Georgia Teachers 1039 1009 947 E57 840 823 811 B19  BS4¥
Hawaii ERS 006 717 6715 614 59.4 59.2 600 6l4 62.2
Houston Firefighters 1129 882 911 934 96 870 866 905 926"
ldaho PERS 97.2 917 10535 789 902 847 B33 939 904
Ilinois Municipal 1064 94.3 96.1 83.3 £3.0 843  B76 873 Bo.0=
Illinoiz SERS 65.8 542 54.2 7.4 355 347 M2 337 36.2
Illinois Teachers* 595 619  G3E 484 465 421 406 406 420
lliinois Universities 721 660 GE.4 46,4 443 42.1 41.5 42.3 43.3
Indiana PERF 105.0 100.1 982 §5.2 805 F66 802 824 7RG
Indiana Teachers® 430 448 45.1 a4.3 438 427 457 48.1 46.4
lowa Municipal Fire and Pelice 42 872 811 782 737 739 77E  BOE
lowa PERS 972 BEG 902 814 799 799 810 827 BIY
Jacksonville General Employee Pension Plan 965 826 899 759 713 624 6131 658 639°
Kansas PERS 883 752 694 637 62.2 59.2 599 62.3 64.5%
Kentucky County 141.0 101.0 80,1 655 629 600 595 619 59.7
Kentucky ERS 1258 858 58.4 40.3 15.6 %7 258 119 21.9
Kentucky Teachers 908 809 719 61.0 57.4 545 5192 536 553
Kern County Employees Retirement Association  103.3 936 757 627 608 605 611 60B  Gl4
LA County ERS 100.0 828 918 833 B0.6 761 75.0 795 B33
Los Angeles City Employees’ Retirement System  108.1 82.5 81.7 759 T34 69.0 68.7 674 G2
Los Angeles Fire and Police 118.9 103.0 99.2 91.6 86.3 837 831 86.6 9.0
Los Angeles Water and Power 1099 973 919 £1.5 803 781 VAR 809 86.9*
Louisiana Municipal Police 101.1 729 9.1 59.9 58.1 59.8 642 68.1 692.9
Lovisiana Schools 1030 758 800 GLO 599 616 6Ll 669 07
Louisiana SERS 742 596 672 52.7 57.6 55.9  6b.2 59.3 62.1
Louisiana State Parochial Employees 935 969 972 976 868 925 969 9607
Louisiana Teachers 784 631 7.3 54.4 55.1 554 56.4 57.4 60.9
Maine Local 1082 1121 1136 96.3 93.5 #8838 BR4 912 91.1*
Maine State and Teacher 731 685 741 66D 776 770 777 Bl4 14
Maryland PERS 1022 912 795 2.8 628 625 613 659 66.7
Maryland Teachers 953 928 811 654 663 658 671 07 719
Massachusetts SRS 918 %39 £51 765 810 T 6901  F03 675
Massachusens Teachers 792 696 70 630 663 607 557 563 543
Michigan Municipal 843 767 773 745 Ta6 T4 TL? 706 705%
Michigan Public Schools 96.5 837 887 711 647 613 594 59.9  5B5%
Michigan SERS 107.6 845 862 716 655 603 603 616 6097
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Plan name 2001 2004 2007 2010 2011 2002 2013 2014 2015
Milwaukee City ERS 137.2 1167 131.2 1044 96.0 908  94.8 97.2 9BR¥
Minneapolis ERF 933 921 859 6546 VIS 691 V44 RO 763
Minnesota GERF 870 767 733 Te4 752 73S i3 735 763
Minnesota Police and Fire Retirement Fund 1205 101.2 9.7  E7.0  R29 7R3 H1.2  BOO 816
Minnesota State Employees 1121 1001 925 873 863 827 820 810 857
Minnesota Teachers 1058 1000 875 785 773 730 Tle 741 77
Mississippi PERS 875 749 737 642 622 580 577 610 G604
Missouri DOT and Highway Patrol 66.1 534 582 422 433 463 462 492 529
Missouri Local 140 959 961  E10  R16 8315 865 017 044
Missouri PEERS 1031 827 B3l 791 853 825  Ble BS.1 BGS
Missouri State Employees 970 846 BGE BD4 792 732 L7 750 750
Migsouri Teachers 994 820 835 777 855 815 B B2EB 839
Montana PERS 867 910 742 702 674 B02 744 761
Montana Teachers T4 B04 654 615 592 668 G54 G7S
Nashville-Davidson Metropolitan Employees 941 932 B%6 908 BBY  B4T7 826 BT 934v
Benefit Trust Fund
Mebraska Schools 872 872 905 BX4 804 o6 771 827 8RO
Nevada Police Officer and Firefighter 789 717 711 678 684 V01 711 743 03¢
Nevada Regular Employees 855 805 788 712 706 711 689 0B 725*
New Hampshire Retirement System? 850 711 67.0 585 574 561 567 607 633"
Mew Jersey PERS 1171 913 76.0 69.5 6.8 63.6 621 60.9 59.5
New Jersey Police & Fire 1008 B840 776 771 V50 M43 731 Ti6 76
New Jersey Teachers 1080 856 747 671 628 595 571 540 511
New Mexico Educational 919 754 705 657 630 607 601 631 637
Mew Mexico PERA 1054 931 928 735 705 653 719 758 749
New York City ERS 1174 945 790 642 650 663 684 703 7627
New York City Fire 847 619 55.1 48.2 50.3 523 54.3 56.6 539.0*
Mew York City Police 1045 801 689 @01 611 637 668 66D GRTE
Mew York City Teachers 980 811 696 389 582 5746 SR 577 6RT7*
Mew York State Teachers 1250 992 1042 1003 96.7 89.8 875 929 9367
Morth Carolina Local Government® 993 993 925 995 996 998 998 998 998
North Carolina Teachers and State Employees’ 1128 1081 1061 959 954 940 942 948 956
Morth Dakota PERS 1106 940 933 734 705 65.1  62.0 G4.5 68.6
Maorth Dakota Teachers %4 E03 792 698 663 G609 588 G618 6l6
MY State & Lecal ERS 1201 1005 1058 939 902 872 885 920 933
NY State & Local Police & Fire 1326 1041 1065 967 919 879 895 911 932
Ohio PERS 1026 876 93 791 774 BO9  B24 BIE Bla*
Ohio Police & Fire 927  80.9 8L7 694 631 642 667 DB 643
Ohio School Employees 95.0 781  BOB 726 652 628 653 GBI 69.3%
Ohio Teachers 91.2 748 821 501 588 560 663 693 693
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Plan name 2001 2004 2007 20010 2011 2012 2013 2014 2015
Oklahoma PERS g26 761 726 660 807 802 816 BRG6 936
Oklahema Police Pension and Retirement 914 BI1 799 74% 930 902 8%3 946 982

Systemn
Oklahoma Teachets 51.4 47.3 526 479 567 548 572 631 666
Omaha School Employee Retirernent System 892 838 B90 73S 73 7i5 7ie 74l 730
Orange County ERS 947 709 741 698 670 615 660 698 TLEV
Oregon PERS 976 97.0 1105 858 869 820 907 959 Bl
Pennsylvania Municipal Retirement System 1056 1059 1024 1038 991 934 994 ORTF
Pennsylvania School Employees 1144 912 858 751 691 663 638 620 605
Pennsylvania State ERS 1163 961 971 752 653 588 592 504 S45%
Philadelphia Municipal Retirement System 775 508 539 454 473 458 474 45F 446
Phoenix ERS 1025 842 B19 693 666 622 642 5BTF 554
Portland Fire and Police Disability Retirement 13 13 0.5 0.6 1.0 0.8 0.6 07 9%
Fund®
Rhode 1sland ERS 776 594 562 484 588 578 573 5BV 579
Rhode Island Municipal 1181 932 903 76 843 B25 821 841 838
Sacramento County ERS 1077 933 934 R77 &0 B33 E28 852 B5.3%
San Diegoe City ERS 809 658 788 671 685 GBG6 704 742 V65T
San Diego County 1068 811 B9.7 843 815 BT 790 809  BOS
San Francisco City & County 129.0 1038 1102 911 877 826 806  BS3  B56
Seattle Employees Retirement System 85.9 620 743 683 635 G642 66O
South Carclina Police 946 877 847 745 T8 711 692 695 692
South Carolina RS" 874 803 697 655 674 647 613 627 620
South Dakota RS 964 977 971 96.3 964 926 1000 1000 100.0
St. Louis School Employees 805 863 876 HB6 849 843 Be4  BZT T907
St. Paul Teachers 195 718 730 680 700 620 604 61B 626
Texas County & District £9.3 910 943 B94 BEE 831 294 90.5 926%™
Texas ERS 149 973 956  B54 845 826 796 72 763
Texas LECOS 1316 1093 980  Bb63 6.4  B20 733 732 120
Texas Municipal 8§50 #28 737 B19 851 872 B4 BSE BEIQT
Texas Teachers 1025 918 892 829 827 819 808 802 BD2
TN Political Subdivisions 0.4 BE9.5 £92.1 95.0 945  96.2F
TN State and Teachers 99.6 96.2 921 9313 919  945%
University of California 1477 1179 1048 867 B25 787 759 BO.O 817
Utah Noncontributory 1024 923 951 Bl8 BOQ 774 B0 B4l 83T
Utah Public Safety 1008 883 907 771 754 730 793 B2 813
Vermont State Employees 930 976 1008 ®12 796 7FF 767 TIO 751
Vermont Teachers 890 902 B49 G665 638 616 GOS 599 386
Virginia Retirement System! 1073 903 823 724  69.9 658 659 696 733
Washington LEQFF Plan 2 1544 1169 1288 1190 1187 1190 1146 1071 109.3%
Washington PERS 2/3 1791 1344 1199 1127 1116 1113 1023  90.0 90.9*
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Flan narme 2001 2004 2007 2010 2011 2012 2013 2014 2015

Washington Schoal Employees Plan 2/3 197.0 1369 1261 1125 1102 1099 1019 914  923%
Washington Teachers Plan 2/3 1974 1526 1304 1155 1134 1141 1049 93.6 95.2%
West Virginia PERS 844 BOO 970 746 TB4 776 797 B31 BIRY
West Virginia Teachers 210 222 513 465 537 530 579 662 GT3¢
Wisconsin Retirement System 965 994 996 998 999 999 999 1000 1002F
Wyoming Public Employees 1032 9650 940 846 B19  7B6 76 TO0  To8*

Notes: The years reported for this table reflect the fiscal year end of the annual financial report for the plan, not the actu.
arial valuation date. For plans with valuation dates that are different from the fiscal year end dates of the annual financial
reparts, data are for the most recent valuation as of the fiscal year end date. Municipal agency plans such as Michigan Mu.
nicipal and Ilineis Municipal do not have a single funded ratio, as they are made up of individual retirement systems that
each maintain their own liabilities and funded ratios. For these types of plans, the funded ratios reported above represent
an aggregate of assets and liabilities of the individual systems.

* Numbers are authors’ estimates. ** Received from plan administrator.

* For the Boston Retirement System, funded ratios are reported the fiscal year are actually for January 1 of the following
year. For example, the funded ratio reported for fiscal year 2015 is the funded ratio as of January 1, 2016. 1f you include the
Massachusetts Commonwealth’s share of the Boston Retirement System’s actuarial liability, the plan was 59.5% funded in
fiscal year 2013 (without the Commenwealth's share the plan was 70.2% funded).

* Through 2008, the Illinois TRS funded ratio was based on the market value of assets. Beginning in 2009, the funded ratio
was calculated using five-year smoothed actuarial assets.

* The reported funded ratios of the Indiana TRF are made up of two separately funded accounts, the pre-1996 account and
the 1996 account. The pre-1996 account is for employees hired prior to 1996 and is funded under 2 pay-go schedule, The
1996 account is for employees hired afterwards and is pre-funded. The funded ratio for the pre-funded account is currently
92.5 percent. As expected, the pay-go account has a much lower funded ratio of 30.4 percent.

* Prior to 2007 the New Hampshire Retirement System used the Open Group Aggregate to calculate its funded ratio. Be-
ginning in 2007 the entry age normal (EAN) was used.

* For North Carolina Local Government, data are as of December 31 acturial valuation of the previous year. For example,
the funded ratio reported for 2015 is the funded ratio as of Decermber 31, 2014,

! For North Carolina Teachers and State Employees, data are as of December 31 acturial valuation of the previous year. For
example, the funded ratio reported for 2015 is the funded ratio as of December 11, 2014.

# The City of Portland funds the retirement costs of police and firefighters hired before 2007 on a pay-as-you-go basis,
meaning the city relies on property taxes each year to pay benefits.

* The 2011 funded ratios for South Carolina RS and Police are calculated based on the plan design features and actuarial
methods in place prior to passage of Act 278,

' For 5t. Louis School Employees, data are as of January 1 actuarial valuation of the following calendar year. For example
the funded ratio reported for 2015 is the funded ratio as of January 1, 2016,

! The funded ratios presented represent the “VRS" plan only for the state employees, teachers and political subdivisions.
They do not reflect the information in the other plans — SPORS, JRS and VaLORS.
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EXECUTIVE SUMMARY

When it comes to their retirement finances, Americans are concerned with two things: a steady and adequate retirement income
that will not run out, and the ability to move their retirement plans from job to job.! These two characteristics can sometimes
be seen as conflicting with one another. For example, if a plan is portable, that may limit the ability to accrue enough income
to sustain a full retirement. Traditional defined benefit (DB) pension plans are typically seen as able to meet the goal of income
security in retirement, while defined contribution (DC) plans are seen as more easily portable. However, it is not necessarily the
case that DB plans cannot provide portability, nor that DC plans are unable to provide for secure retirement income. This report
analyzes 89 public pension systems throughout the country to assess the portability features of public pension systems and the
ability for their members to build retirement income,

Over the past several decades, an increasing number of private sector employers have moved away from DB pensions rowards
DC plans for various business reasons. State and local government retirement systems, by contrast, have maintained DB pensions
as the primary retirement plan design, largely due 1o the demographic characteristics of the public sector workforce and an
understanding of the cost efficiencies DB pensions offer by pooling risks and investments.?

The private sector switch from DB to DC plans has resulted in a “great risk shift” where the risk and most of the funding burden
falls on individual employees, rather than experienced professionals and employers.’ The results of this shift are startling—
currently, the median retirement balance for all working-age households is only $2,500; for households near retirement, the
balance only marginally improves to $14,500.* While employees do value the ability to move their DC account balances from
one plan to another when they change jobs, far too many employees do not roll their balances into a new plan, but rather cash
out their account balances, which helps to contribute to the dismally low account balances Americans experience as they get close

to retirement.’

Toassure that employees reach retirement with adequate sources of income, financial experts recommend that individuals start saving
early in their carcers, save consistently during the course of their careers, and preserve retirement benefits during job transitions.
Public DB pension plans stack up well on these points. Almost all public retirement systems consistently require employees to
contribute toward the cost of their retirement benefits as soon as they start working, and to continue with every paycheck.

Various public pension plans around the country provide a varied array of benefit designs and provisions. NIRS surveyed 89
public pension plans in order to analyze the similarities and differences between the plans on features such as plan design;
employce contribution rates; vesting rates; interest rates paid on employee contributions; refundability of contributions; and
ability to purchase service credits.

The key findings of this report are as follows:

1. Almost all of the public retirement systems surveyed offer a DB pension plan. In fact, most public retirement
systems provide new members with a DB pension benefit or a DB benefit in combination with a DC account. Onlya
very small number of systems provide only a DC benefit.

4 Manypublicp:nsiunplmshmaduptedfmurf.sm:l]mvindividua[swhuchangejnbsmreminmﬂwminmm
their benefits. In fact, 71 percent of the plans surveyed credit their members with interest on their contributions if
they leave and request a refund. Most plans allow their members to later rejoin a system and repay their refund with
interest, and most plans allow separated members the option of leaving their account balances with the plan so that it

may continue to earn interest,

Preserving Retirement Income Security for Public Sector Employees 1
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3. Nearlyall public retirement systems allow members to purchase additional service credits to increase their pension
benefits. Specifically, all public DB plans allow for the purchase of service credits for prior military service, and more
than half of the plans surveyed allow for the purchase of credits for prior out-of-state government service, Some plans
allow for the purchase of credits for other specified types of service and leave.

4. A number of plans have features that increase benefits for short or moderate term employees. Medifications
include increasing the value of the deferred annuity benefits paid to former employees, rewarding employees who
choose to keep their member accounts in the plan with interest, and providing even higher matching amounts. These
features can encourage workers who leave before retirement to preserve the lifetime retirement imcome benefits they
have earned, rather than spend their refund.

Z  Maztional Institute on Retirement Security
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For the past 15 years, not having enough money for retirement
hastopped Americans'listof financial worries, as measured by the
Gallup financial werry metric. In 2015, six out of 10 Americans
were very or moderately worried about retirement.® Research
on Americans’ retirement readiness validates these concerns.”
In fact, the Voya Financial Retirement Research Institute
recommends that “individuals must understand the importance
of retirement saving as soon as they enter the workforce and
they should teat it as a financial priority throughout their
working lives so they have enough at retirement.™ Yer far too
many Americans fall short of achieving this.

Consistent participation in an employer-sponsored retirement
plan over a carcer can deliver a retirement income stream that
can ease Americans' worries about their financial future * Thus,
Americans correctly maintain a dual focus when it comes to
retirement security—wanting both a steady income that will
not run eut during retirement, and the ability 1o move their
retirement benefits with them from job to job. In fact, among
Americans surveyed by the National Institute on Retirement
Security, 76 percent found portability very appealing, while
75 percent found receiving benefit in a monthly check very
appealing.” The two basic types of retirement plans each
address one of these major concerns: traditional defined benefit
(DB} pension plans provide employees with a guaranteed
monthly income at retirement, typically based on service and
final earnings, while defined contribution (DC) retirement
plans—most often 401{k) plans—help employees accumulate
retirement wealth that can easily move to a new employer’s
plan after a job change,

Over recent decades, an increasing number of private sector
employers have moved away from DB pensions towards
DC retirement plans, for a variety of business reasons.!
This switch from DB to DC plans has resulted in a “great
risk shift” in which most of the decisions and responsibilities
for enrollment, funding, investment, and retirement income
adequacy fall on individual employees, rather than on
employers and investment professionals.™

The results of this shift are startling. Rhee and Boivie calculated
that only 55 percent of private sector wage and salary workers

INTRODUCTION

between 25 and 64 had access to a retirement plan at work in
2013." Because 40 million working age American households
have no retirement account assets, the median retirement
balance for all working-age houscholds is only $2,500.
Households near retirement fare only marginally berrer, with
a median balance of just $§14,500." Among households that
own retirement accounts, the median balance is not nearly
enough to support a 20 or 30 year retirement; overall, the
typical household holds just $50,000, and the typical near-
retirement household holds just $104,000 in their retirement
account." Today, income from DB pensions generally provides
about one-fifth of aggregate household income to older
Americans (age 65 and over) across gender, age and marital
starus." Given that more than six out of ten near retirees have
less than one times their salary saved in individual retirement
accounts, the ability of DC plans to deliver similar liferime
income replacement for future retirees is a concern.

Even though DC retirement plans offer “portability” by
allowing employees to move their account balances from
one plan to another, many employees fail to redeposit
their retirement money in their new retirement plans or
in Individual Retirement Accounts (IRAs). Instead, many
workers “cash-out” their 401(k) accounts and use the money
for other purposes.’” These cash-outs resulted in $81 billion
in lost retirement savings in 2014 alone.™® By another estimate,
cash-outs account for nearly 50 cents of each dollar in annual
contributions to DC retirement plans.' When employees cash
out their retirement plans, it becomes much more difficult to
accurnulate enough savings to adequatcly fund a full retirement,

Despite this very real leakage issue, some tout DC plans as
superior to DB plans in terms of portability of benefirs. It is true
that vested employees who leave DB plans after several years,
especially at the start of their careers, receive lower retirement
income benefits than those who stay for a full career, However,
in considering public DB pensions, it is important to note the
difference in job tenure between public and private sector
workforces. Public sector employees consistently remain with
employers for significantly longer periods, with their median
tenure nearly double the rate of private sector workers.™ In
addition, public sector workers are nearly twice as likely to stay

Preserving Retirement Income Security for Public Sector Employees 3
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with their employer for a full career—25 or more years—than
private sector workers."!

Thus, the public sector’s continued use of DB pension plans
aligns with the demographics of the public workforce. Because
public employees are older and have more stable job tenure
than workers in the private sector, DB pensions serve them
well. An overwhelming percentage (88 percent) of public sector
employees indicate that retirement plans are an cxtremely or
very important factor they would consider when changing
jobs, compared to the 65 percent of private sector employees.®
Public employees also appreciate the greater retirement income
security that DB pension plans offer over DC plans.” Thus,
DB pensions help to ensure that public employers can count
on and effectively manage an educated, trained, and skilled
workforce to serve our communities.

Recent studies of public DB pensions in Colorado and
California indicate that moving te DC retirement plans either
would reduce the retirement income for a large majority of
employees covered by these public pension plans, or require
greater contributions to maintain current benefit levels.” High
turnover rates among short-term workers pose concerns for
employers, due to cost of recruiting and rraining replacements.

Unlike private sector single-employer DB pension plans, nearly
all statewide public pensions require employees to contribute
toward the cost of their retirement benefits, As a result of
this cost-sharing feature, short-service teachers and other
public employees can request a refund of their contributions
from their member accounts and move those assets to a new
retirement plan if they leave public service.

Almost all state retirement systems have additional features
that allow for preservation of retirement income benefits when
changing jobs, such as purchase of service credits, interest
credits on withdrawn contributions, and the re-depositing
of employee contributions.”® Employees may transfer funds
from a prior pension plan or a DC plan account to buy
public pension service credits without incurring a current tax
hiabiliry®* Generally, states allow the purchase of up to five
additional years of service, and these credits generate larger
lifetime incomes from public DB pensions. A number of
states offer new employees options to elect to participate in
a DC plan, in the case they are uncertain abour long-term
employment and may be less concerned about eventually
having a guaranteed retirement income when they retire.”
Some states offer combined DB-DC plans to provide a
balance berween retirement income protection and flexibility.
Also, several public DB plans have unique features that
encourage terminating employees to maintain their accounts
in the system even after termination, by offering additional
retirement income benefits at retirerent age.

Because there is a lack of understanding of the variety of
benefit provisions that public pension plans offer to employees
to facilitate consistent savings over employees' carcers and
provide a steady income in retirement, NIRS surveyed 89
public pension plans in order to analyze:

plan types;

employee contribution rates;

vesting requirements,

interestrates paid on withdrawn employee contributions;
refunds of member accounts;

It is important to note that while this study refers to public pension plans or public retirement systems at times as o
single entity, these plans cover very different groups of employees, including, but not limited to, general government
employees, teachers, and public sofety employees—all of whom have individuol career po ths ond may have dif ferent
needs in terms of retirement planning and coverage. For example, police and firefighters have physically demanding
jobs that require retirement at an eorlier age, whereos teachers and general government workers are expec ted to

have longer careers.

4  Neztionzl Institute on Retirement Security
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*  re-deposits of employee contributions;

*  the ability to purchase service credits for various rypes
of service; and

* other features that enhance the retirement benefits
earned to encourage preservation,

This report is organized as follows:

®*  Section I summarizes the different retirement plan
offerings among 89 public pension plans, including the

vesting period required by each plan and the treatment
of employee contributions,

*  Section Il discusses how public pension plans provide
portability while also encouraging consistent retirement
savings throughout an employee’s career. This includes
the ability for members to request refunds of member
accounts, the amount of interest credited to the
accounts, as well as certain unique features that can
encourage employees to obtain additional lifetime
income even after they leave public employment,

SECTION I: PUBLIC RETIREMENT SYSTEMS PROVIDE
MEMBERS WITH CONSISTENT PARTICIPATION AND
ADEQUATE RETIREMENT INCOME

What Types of Plans Are Offered

by Public Pension Systems?

Public retirement systems offer three kinds of retirement
benefits ta their members: waditional defined benefit (DB)
plans, defined contribution (DC) plans, or combination
(DB-DC) plans. Table 1 summarizes differences between
DB and DC plans with respect to portability and providing
lifetime income. We find that public retirement systems—by
an overwhelming majority—provide their new members with
a DB pension, alone or in combination with a DC account,
rather than only a DC plan.

Defined Benefit (DB) Plans

A traditional pension plan, also called a DB pension, is apooled
retirement plan that provides a predictable monthly benefit in
retirement. This provides retired workers with a steady income
stream that is guaranteed to last for the retiree’s lifetime. The
amount of the monthly pension is based on a formula which
multiplies the years of service with an employer, the workers
annual pay at the end of his or her career (typically averaged
over three to five years), and a stated multiplier that is unique
to each plan.

For example, if a plan provides a benefit of 1.5 percent of
final average pay for each year worked, 2 worker whose final
average salary was $60,000 and who had been employed for 25

years would earn an annual benefit of $22,500, or $1,875 per
month—an income that would replace 37.5 percent of his or her
final average salary based on the plan's normal retirement age.”

Defined Contribution (DC) Plans

DC plans—such as 401(k), 403(b), and 457(b) plans—are
different from DB pensions, as they consist of separate,
individual accounts for each participant. In most public sector
DC plans, employees and employers contribute a specified
amount—usually expressed as a percent of salary earned each
year—into the plan over the course of an employee’s career.
Typically, the contributions are “participant directed,” meaning
that each individual employee can decide where to invest the
funds, and how to withdraw the funds.

For example, if a public employee participated in a DC plan
that had a six percent employee contribution and a three
percent employer contribution, and the employes had a salary
of $50,000, the employee would contribute $3,000 and the
employer would contribute an additional $1,500, for a total
contribution of 84,500 into the employee’s DC account in that
year. Even for employees who contribute the same amount of
money for the same number of years, the amount of income in
retirement they receive will vary, depending on each individual’s
investment decisions, the age when benefits start, and the
method selected for withdrawing income from the account.

Preserving Retirement Income Security for Public Sector Employees 5
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Table 1. Selected Comparison of Defined Benefit and Defined Contribution Plans

Plan

Defined Benefit (DB) Plans (Traditional Pensions)

Defined Contribution (DC) Plans
(such as 401(k), 403(b). and 457 plans)

Contributions

Lifetime Income
at Retirement

Portability

Supplemental
Benefits

In public and private sectors, contributions to DB
pension plans are made on behalf of each employee by
the employer. The amount the employer must contribute
to the DB plan for the benefits employees earnin each
year is called the normal cost.

In nearly all state retirement systems, employees
arerequired by law to contribute an established
percentage of each paycheck toward the funding cost
of their benefits. Private sector workers covered by DB
pensions do not contribute to the cost of the plan.

If additional contributions are needed to fund plan
benefits. employers periodically adjust contributions,
and in public DB pensions employees may also be
required ta contribute money.

The DB plan benefit is a monthly income payment
determined by a set calculation that links service and
salary. The longer employees remain covered by 2 DB
pension: the greater the value of the monthly income
payments they will receive each month for as long as
they live in retirement.

Public pension systems pay benefits as guaranteed
lifetime income streams rather than as lump Sums.
While DB pensions offered by private sector employers
provide lifetime income, employees often cheose to
withdraw their benefits in one lump sum payment.

While long-service employees obtain greater benefits
in D8 plans, vested employees who leave after anly
several years of DB plan coverage may find their
benefits too small to meet their needs in retirement,

Since employee contributions are fully vested when
they are made, employees who terminate public secter
employment at early ages chocse towithdraw their own
contributions, Public pension systems refund employee
contributions with some earnings. Typically, an
employee moving from one public sector job to another
within a state cantinues in the same pension system,
And for out of state jobs, pension systems allow
employees to purchase service credit with refunds from
other pension systems and money from 401{k), 403(b)
and 457 accounts

Private sectar DB pensions offer vested employees
lump sum distribution options that can be rolled over to
a DC account.

Spousal protections, disability benefits, and cost of
living adjustments are common features in public
sector DB pension systems. Public DB pensions do not
provide loans or hardship withdrawals of employee
contributions.

Mational Institute on Retirement Security
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Employees make their own contributions to their
retirement accounts at the rate that they choose.

A growing number of private sector DC plans
automatically default employees in the DC plan with 2
contribution rate of at least 3% of salary.

Public retirement systems that offer DC retirement
accounts set rates of pay employees must contribute
as well as a rate for employer contributions.

Private sector employers typically match the DC
contributions made by the employee. Most often

the emnployer matches 50% of the employee
contributions, up to 6% of salary.

The amaount of money accumulated in OC retirement
accownts at the time the employee decides to retire
depends on contributions, investment earnings.

and age_ DC plans are not required to offer lifetime
income options,

Typically, DC plans pay out retirement assets asa
gne-time lump sum or as a series of payments, such as
minimum required distributions. Few DC plans offer
in-plan lifetime options and even fewer participants
choose a guaranteed lifetime income for their benefit.

Employees underestimate expected lifetime benefits.
To help DC plan participants deal with longevity risk,
the Treasury recently developed guidance onin-plan
annuity options and purchasing longevity insurance,

Mast DC retirement accounts can be easily rolled over
to another DC retirement account—either in a 401{k)
plan. 403(b), 457 plan or into an Individual Retirement
Account [IRA).

Federal tax law regarding taxable distributions

from retirement plans encourages direct rollovers

to 2 new employers plan or an IRA by imposing a

20% withholding tax on distributions made directly
to individuals and & 10% tax penalty on early
distributions [generally before the age of 59 44) from
DC retirement accounts.

| Aveiding leakage from a DC retirement account when
an employee terminates is a key concern to assure
account balances at retirement will be adequate to
enable retirees to maintain their standard of living in
retirement.

Supplemental benefits are not applicable in DC
retirement accounts, If employers provide these. they
require extra contributions or reduced payments
during retirement, Employees can get access
to retirement assets through loan and hardship

| withdrawals which add to leakage.
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Nearly all public employees have the opportunity to make
voluntary additional retirement savings in DC accounts by
using 457 or 403(b) plans, subject to overall Federal tax code
limits.

Combination Plans

Combination plans offer participation in both traditional
DB pensions and DC retirement plans. They can take any
number of different forms, but there are few main types of
combination plans: a “side-by-side” plan, a “stacked” plan,
and a cash balance plan. Side-by-side and stacked plans offer
retirement benefits that combine a DB pension with a DC
retirement account. The DB portion of the plan is generally
less generous than a stand-alone DB plan would be,

In a side-by-side plan, the modified DB pension benefit and
contributions to individual DC retirement accounts are based
on total salary. For example, the Washington State Teachers
Retirement System Plan 3 (TRS3) provides pension income
based on a one percent of salary multiplier, solely at the
employer’s cost, while employees pay at least 5 percent of their
salary into a DC account. Other side-by-side plans in Oregon
and Indiana are similar to Washington’s TRS3 in that they split
the funding—with the employer responsible for the modest
DB benefit and the employee contributions credited 1o the
DC account. In the Georgia (Employees), Michigan (Public
School), Rhode Island (Employees), Tennessee (Consolidated),
Virginia, and Utah retirement systems, the employers and
employees contribute to both plans. Table 2 provides a summary
of cost breakdowns for states with combination plans.

Table 2. Distribution of Plan Cost Sharing by Employees and Employers in Combination Plans

System Contribution Percentage by Employees =~ Contribution Percentage by Employers
: , | DB 1.25% Balance of cost
Georgia Employees’ | ————— e e = e - T
Retirement System oc 59 | Foreach additional 1% contributed, ERS
.2 S S . o | will match 50% of salary -
Indiana Public ~be ) D%_ — Y - F!.:l_l_l:cust N
Retirement System oc | 3%, ! Nene
Michigan Public DB 3%-6.4% Balance of cost
School Employees | - - - :
_Retirement System | OC | e Naus
Oregon DB 0% Full cost varies
Public Service B B — — e —
__Retirement Plan 4 oc - 6% B Mone
Employees’ | DB | 3.75% Balance of cost
Retirement System [ : ey 2
of Rhode Island pc | 5% ; 1-3.5% of salary
Tennessee DB 5% ' 4% of zal
Consolidated e — — =Y
Retirement System | OC 2% 5% of salary
I 1
Virginia L 4%1 L B Balance of cost
Retirement System DC 1%-5% Match 1% to 3.5% of salary
WashingtonState | pg 0% Full cost
Public Employees —— | — — — e ——
_ Retirement System bc | S%-15% a _ None :
Washington pe | 0% I Full cost
TEaCthS. I P S —e—— B b, A e T ——— o
Retirement System | DC | 5%-15% MNone
Utah DB | 0%, unlesscost exceeds 10% | 0 Costupto 10%
Retirement System® e Nang ! 10% )

Source: Authors’ Calculations.,

*5ee NIRS Report "Decisions, Decisions: Retirement Plan Choices of
contribution rates.

Public Employees and Employers.” for more information on Utah's
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In a stacked plan, the DB plan provides retirement benefits
up to a specified salary level, and then contributions based
on income over that salary cap go into the employee’s DC
account. For example, if the DB pension had a salary cap of
§75,000 and a contribution percentage of 10 percent, then an
employee earning $100,000 would receive DB pension income
based on only $75,000 as their final average salary, and $2,500
{10% of the §25,000 excess salary over the §75,000 cap) would
be placed in the DC account.

In a cash balance (CR) plan, an employee builds up retirement
benefits based on pay credits expressed as a percent of
compensation earned each year. The CB account also receives
credits each year with a specified intercst rate. For example,

percent interest credit would contribute a 85,000 pay credit
{$100,000 x 5%) plus an additional $1,500 interest credit
{350,000 x 3%), for a total contribution of $6,500 that year. At
retirement, the cash balance plan would translate the amount
in the employee’s notional account into a monthly income, but
the reality is that employces hardly ever take the benefit as
lifetime income instead they withdraw the account balance as
a lump sum. CB plan investments are pooled and the annual
changes in account values are bookkeeping entries.

As shown in Figure 1, of the 89 public systems surveyed:

+ 71 (80%) plans provided new members with a DB
benefit, including 8 plans that offered an option for a

for an employee at a $100,000 salary with a §50,000 account DC account;

balance, a CB plan with a five percent pay eredit and three

NEW COMBINED BENEFITS CREATED FOR SOUTH DAKOTA PUBLIC EMPLOYEES

The South Dakota Retirement System (SDRS), one of the most well-funded public DB pensions in the country,
recently revised its benefit structure for new employees in order to enhance long-term sustainability and meet
income replacement goals. Another important goal was to better align the benefits with the stat e's workforce needs
to retain experienced employees, while maintaining the same fixed contribution rates. The new provisions become
effective on July 1, 2017,

The new generational benefit design increases the benefit multiplier for most members, eliminates subsidies within
the plan, and adds new Variable Retirement Accounts, which are funded from current employer contributions and
earn the actual investment return of the plan. The variable retirement accounts are payable as a lump sum, 2 rollover,
or a supplemental pension benefit at retirement.

To encourage employees to preserve their full retirement benefits, the value of pension income for vested
terminated members increases with the SDRS cost of living adjustment (COLA) through members' retirement date.
New members variable retirement accounts will continue to grow based on investment returns, but members who
terminate and take a refund of their accumulated contributions will not receive the variable retirement account.
With these changes, the SDRS benefits structure meets the plan's dual goals to provide adequate lifetime income
replacement by increasing the amount of retirement income at retirement age for employees who defer rather than
withdraw from the SDRS, at the same time the change also increases personal retirement savings.

8 Mational Institute on Retirement Security

29



Board Meeting - Executive Director's Report

Figure 1: Most Public Pension Systems Offer New Members a Traditional Pension

80%*
offera DB
Benefit Plan

Sowrce: Authors' Calculations,
“Totals may not add up exactly due to rounding.

ten (11%) plans provide new members with a
combination benefit, including two with 2 DC account

option,

four (5%) plans provide new members with a cash
balance benefit, and

four (5%) plans provide new members with only a DC
benefit.

Some States Allow New Members the Choice
Between a DB and aDC Plan

As detailed in Table 3, nine states give new hires the
flexibility to choose which type of retirement plan will best
fit their retirernent necds. These systems offer new hires
the choice of retirement plan, such as a DB pension, a DC
plan, or a combined DB-DC plan. NIRS' report “Decisions,
Decisions: Retirement Plan Choices for Public Employees and
Employers” found that in these states that offer a plan choice,
public employees overwhelmingly elect to participate in the
DB pension which is shown in Table 4.7 While the range of
actual employee selections varied by state, the DB pension plan
consistently displayed strong popularity over the decade-long
observation period. Table 4 summarizes the new employees
plan choices among DB, DC, and combination plans,

Preserving Retirement Income Security for Pubiic Sector Employees 9

Provides Mew Members with 2 D8 Benefit

Provides Mew Members with a Combination Benefit

Provides New Members with a Cash Balance Benefit

Provides New Members with only a DC Benefit

Table 3. Contributions to DC Plans in States

that Offer a DC Plan Option

Contribution Contribution

Percentage by Percentage by
Systems Employees Employers
Colorado 8% 10.15%
Florida 3% 355%
Indiana 3% 4.6%
Mantana 7.9% 4]19%
ot | 2
gormie | i | e
Ohio Teachers i 13% 9.5%
South Carolina 5.5% 9.24%
Utah 0% 10%

Source: NIRS Report "Decisions, Decisions:

Choices of Public Employees and Employers.”
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Table 4. New Member Elections in States that Offer Employees Choice®

DBPlan | DCPlan
System Enrollments Enrollments Combined Plan Enrollments
Colorado Public Em ;:I:-:-y-ees' Retirement Association |  88% 1 _ Mot offered
Florida Retirement System L 75% 25% Not effered
Mantana Public Employee Retirement Administration 97% 3% | Mot offered
MNarth Dakota Public Employees Retirement Sys’;i&-n.'l.‘."“ QE%_ 2_%_ . ' Mot offered
Ohio Public Employees Retirement System 95% 4% 1%
State Teachers Ret.irle;'ne nt System of Ohio 89% 9% 2% ;
South Carelina Retir.g_rn__-e nt i:'qrslems . 32‘3&'; 2 18% i Mot nffereq_

"Not offered” means enroliment in a combined DB/DC plan is not offered.
* Data for Colorado, North Dakota, and Ohio PERS are for Januory 2010 through December 2010. Dota for Flaride, Mentana, STRS Ohia,

and South Carolina are for July 2010 through June 2011

Source: NIRS Repart "Decisions, Decisions: Retirement Plan Choices of Public Employees and Employers.”

Furthermore, in Washington State, where employees can
choose to be covered by a defined benefit plan (PERS2) or
a side-by-side combined DB-DC plan {PERS3), more than
two-thirds of PERS employees actively elected 1o participate
in the DB pension plan.®

Vesting

Vesting occurs when a plan participant is legally entitled
to his or her accrued benefit. Once benefits have vested,
the participant can receive the vested portion of his or her
retirement benefits even if he or she leaves their job before
retirement. The shorter the vesting period, the more short-
term employees are able to obtain a benefit from the DB plan.
New, short-term employees who leave an employer before
vesting in a DB pension may find the loss of employer-provided
retirement benefits to be unfair, and they should consider that
trade-off when comparing other career opportunities.” From
the employer’s vantage point of managing their workforce and
staffing, defined benefit plans encourage greater workforee
stability and reduce turnover costs.

For all retirement plans, members’ contributions to a plan
vest immediarely, and members can withdraw the funds in
a lump sum after they terminate employment. In many DB
and CB plans, members vest in the employer-provided benefit
after they have worked a specified number of years, which is
referred to as cliff vesting. Some plans provide employees a
legal right to a specified percentage of their benefits each year

10 Nationa! Institute on Retirement Security
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until fully vested (referred to as graded vesting). In light of the
financial commitment employers make m DB plan, vesting
enables employers to direct more of the pension’s value to
employees who display a higher attachment to the employer’s
mission. While employee contributions to DT plans are
always 100% vested, DC plans in both the public and private
sectors also commonly have either cliff or graded vesting of
employer contributions. The majority of public pension plans
include vesting periods of five years or less.

Looking specifically at teacher turnover, the UL5. Department
of Education reported that five years after 2007-2008, when
a national study group of teachers started teaching in public
schools, 70 percent of the teachers still taught at the same
school (stayers); 13 percent moved to another school (movers);
and 17 percent left teaching all together™ K-12 teachers join
statewide public retirement systems on their first day in the
classroom. Consistent participation in statewide DB pensions
benefited not only the stayers and the portion of movers staying
in the same school districr, but also any teacher who moved to
another district within the state. For example, the aggregate
turnover rate for teachers in the statewide California State
Teachers' Retirement System (CalSTRS) is six percent, and
half of California’s teachers today will retire with 30 or more
years of service.* These experienced teachers arc valuable, as
education policy lterature finds that higher retention among
mid-carcer teachers leads to increases in average teacher
productiviry within a school.™
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NORTH DAKOTA PUBLIC EMPLOYEES RETIREMENT SYSTEM (PERS) - PORTABILITY
ENHANCEMENT PROGRAM (PEP)

North Dakota PERS offers employees an optional retirement feature to provide greater portahility, Under the PEP
an employee can vest in the employer portion of the DB plan by participating in a supplemental DC plan. Specifically,
for every dollar that the employee invests in the DC plan (up to four percent of salary per year), PERS reallocates one
dollar from the employer contribution to the DB plan into the member's account. which accelerates the vesting for
that amount sooner. This feature enables employees DC accounts to accrue value faster than they would otherwise.
Should the employee leave North Dakota state employment, he or she can withdraw the larger member account and

transfer the value to another retirement plan.
Figure 2. Most Public Pension Systems Surveyed Require Five Years or Less to Vest
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Source: Authors' Calculations,
As shown in Figure 2, the ma_mnt%r of guhh.c pla]ns require five * 29 plans required ten years of service to vest; and
years of service or less for ful vesting. Specifically: *  three public safety plans had vesting years at 15 years

* 13 plans required four er fewer years of service to vest; or more of service,

* 39 plans required five years of service to vest:

*  four plans required seven or eight years of service 1o Six plans that offered employees the option of choosing a DC

vest account plan provided earlier vesting for the DC plan option.
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Employee Contributions and

Employer Pension Costs

Mearly all state and local pension plans require employees to
contribute a percentage of their salary each pay period to help
fund their retirement benefits, This forced savings component
starts public employees saving for retirement from their first
day at work and continues for their entire tenure. Even short-
service public employees have member accounts that can
follow them should they leave their current employer for other
job opportunities. In contrast, such immediate and mandatory
participation does not occur in the private sector.

As shown in Figure 3, the employee contributions te public
sector retirement systems, which are typically st in legslation,
range from 0% of salary (referred to as non-contributory) to
14.5% of pay, with an average contribution rate of 6.68% and
a median contribution of 6,2%. Public employees who are not

covered by Social Security typically pay a higher contribution
rate, as their DB benefits tend o be more generous in order
to compensate for the lack of Social Security benefits. The
employer costs to fund the DB pension plan are calculated
by the plan actuary, although this rate may not be the same
as what is actually contributed. The employer pension costs
can vary in amount from year to year and include the normal
cost for the benefits that employees earn for the current year,
payments toward the amortization of actuarial gains and
losses, and a portion of the plan’s unfunded liability. According
to a study by the National Education Association (NEA),
the breakdown of the employers’ cost to fund their share of
pension funding expressed as a percent of covered payroll
ranges from three to 37.3 percent of salary as of 2015. The
median employer contribution is about 13 percent, while the
average is 14.2 percent.®

Figure 3. The Average Employee Contribution is 6.68% of Pay for New Members*
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DB Pensions Provide a Higher

Retirement Income than Alternatives

As retirement systems and policymakers evaluate the cost
effectiveness and appropriateness of different retirement plan
design structures for public employees, considering the level of
retirement income that different plan designs can reasonably be
expected to provide is an important factor. The State Auditor
in Colorado recently analyzed the benefits provided by the
Colorado Public Employees’ Retirement Association (PERA)
in a detailed report that looked at anticipated benefits and
estimated cost of different plan designs. Figure 4 summarizes
the income replacement that an individual would receive at
retirement age under each plan design, and compares thar
amount to the current Colorado PERA benefit and cost
structures. The Colorade Auditor’s study found that the current
DB plan, with its feature that increases the match for members'

accounts to 100 percent when members retain their Colorado
PERA accounts until retirement age, uses the employer dollars
contributed more efficiently than other plan designs. In other
words, Colorade PERA provides a higher retirement benefit at
a lower cost than any of the alternative plans.”

To illustrate how the range of employees would fare in the
various design alternatives, the study modeled four different
public service career paths. The study found that for all
sample employees—regardless of starting age and number
of years worked—the DB pension provided a higher level of
benefit in retirement than all alternative designs. In light of
the clear cost-efficiency of the DB plan design in providing
an adequate lifetime income, it is perhaps not surprising that
some 92 percent of public systems continue to offer a DB
benefir.

Figure 4: Colorado Finds that DB Plan Provides the Most Income in Retirement,
Regardless of Starting Age and Years of Service

STARTING AGE:

25

Years Worken:

20

PERA

DB/DC
Side-by-Side

Cash
Balance

Self-Directed
DC

STaRTING AGE

35

The percentages below
represent replacemant rates,
of the percentage of
pre-retirement income that is
paid out by a pensicn program
at retirement

Years Wo

1 e

PERA Hybrid Defined Benefit Plan

This plan blends the defised benefit
structong uses a farmula which creates
the promised benefit o1 retirement ] aed
defined contribation festures [employer
maich on 3 msembads stcount balance,
[payakie a1 termination or retirement)

This type of plan provided s smaller
deined benefit with the gosd that bath
banefits combimed will provide adequate
retirement resources

C.etiBalaneg Plan

This type of plan functions like & defined
coenbributnon plan, Building a members
accourd balsnce year-by-year through the
acgition ef masdated employer and
employee cantributions as vl a5 the
addition ol s gusrenteed rate of return

Seil-Directed Delined Contribution (D)
ham

This type of plan builds 8 membas's

account balence vear-by-year through the

additicn of empleyes contribations with

an pmpkrges manch and grows with actual

incastmant retunns.

Source: A Comprehensive Study Comparing the Cost ond Effectiveness to Alternative Plan Designs Authorized by Senate Bill 14-214.
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COLORADO PUBLIC EMPLOYEES’ RETIREMENT ASSOCIATION

The Colorado Public Employees’ Retirement Association (PERA) provides its members with a special benefit
incentive to keep their contributions in the pension plan after they terminate employment. After termination, if the
PERA member leaves his or her account with PERA until age 65, the individual can receive a higher benefit than just
the amount of the refunded contributions.

All terminated, vested members receive a 50% match of the refund of the employee's contributions compounded
with credited interest. Should the employee keeps his or her money in PERA until retirement age, however, the match
provided by PERA increases to a 100% match. Interestingly, even non-vested employees can take advantage of this
feature. In fact, while they also receive the 100% match on the value accu mulated in the employee member account
at retirement, they would otherwise receive no match at all, were they torequest 2 refund instead.

Under PERA, these amounts may be converted into an annuity at the PERA assumed rate of return, which is less
costly than purchasing an annuity from an insurance company.

Figure 5 illustrates the additional lump sum value that employees would receive by preserving their member account
until retirement. Under all scenarios, employees are better off keeping their money in PERA.

14 Mationa! Institute on Retirement Security

35



Board Meeting - Executive Director's Report

Figure 5. Colorado PERA Special Benefit for Ten, Seven, and Three Years of Service

0 YEARS OF SERVICE

Lump Sum Payable at Age 65

x Salary at Lump Sum Payable at Termination,
Hire Age at p '
Date of el including the employer match on the ; :
Age Hira Termination employee cantributions {option to convert to montly annuity)
Employee 50% Employee 100%
Contributions | Employer Contributions | Employer
with Interest Match Total with Interest Match Total
25 525000 35 531400 1| 5.?60 547,100 76,200 576,200 5152400
40 545,000 S0 $51.400 525,700 $77.100 280,100 580,100 £160.200

Source: Gabriel, Roeder, Smith & Company.

7 YEARS OF SERVICE

. Salary at Lump Sum Payable at Termination,
Age | Dateof | pERN includngtheemployermatchonthe | LumpSumPoyableatigess
Hire employee contributions P ¥ ¥
Employee 50% Employee 100%

Contributions = Employer Contributions | Employer

with Interest Match Total with Interest Match Total
25 525,000 32 19,000 28500 528,500 S50.400 850,400 100800
40 45,000 47 532.000 s16,000 548,000 54,600 554,600 109,200
55 2551000 b2 537,800 =37.900¢ 75800 41,400 241,400 =82800

Source: Gabriel, Roeder. Smith & Company.
'Employer match is 100% since the member is eligible for early retirement,

Lump Sum Payable at Age 65

Lump Sum Payable at Termination,

: Salary at
Hire Ageat ; :
Date of gt including the employer match on the : 3
Age Hire Termination employee contributions [option ta convert to montly annuity)
Employee Mo Employee 100%
Contributions =~ Employer Contributions = Employer
with Interest Match Total with Interest Match Total
25 525,000 28 56,700 =0 56,700 519,900 515,900 S20.800
40 245,000 43 11,700 S0 11,700 522,500 £22,500 245,000
55 £55,000 58 S14.200 =0 14200 217,400 17,400 =34.800

Source: Gabriel, Roeder, Smith & Company.

Preserving Retirement Income Security for Public Sector Employees 15

36



Board Meeting - Executive Director's Report

SECTION I1: PUBLIC RETIREMENT SYSTEMS
PROVIDE PORTABILITY IN ORDER TO
PRESERVE INCOME FOR RETIREMENT

Public pension plans tend to offer features that provide
for portability, while maintaining their primary focus of
consistently accumnulating  retirement benefits.
Portability features include refunds of contributions, interest

MCome

credits on employee contributions, and the option to restore
refunds should former employees return to public service,
Furthermore, nearly all state retirement systems provide the
ability to purchase service credits to add more income to their
DB benefit, based on other employment. Some public plans
also include additional features that encourage employees to
maintain their benefits within the system and thereby prevent
loss of retirement savings through cash-outs, should they leave
before the normal retirement age.

Member Refunds
In all public pension plans, terminated members may request
a refund of their contributions from the plan at any time

prior to retirement, In 63 of the plans sumycd. members also
receive a credited rate of interest on these refunds. Figure 6
indicates the rate of interest earned in these plans. Interest
rates range greatly, from very modest rates similar to bank
or money market returns; to rates as high as 8.7%, with an
average rate of 3.86% and a median of 4%. In fact, depending
on the interest rate credited to the member account, keeping
the employee’s contributions in the public pension plan would
be a good option, in light of their attractive retirement income
options. For other public sector employees who terminate
service early in their careers, refunds can be more valuable
than the deferred annuity under the plan, provided that the
refund is rolled over to another retirement plan.

While employees are always entitled to refunds on their own
contributions, some plans also offer refunds on the employer-
funded portion of the pension benefit.

Figure 6. 71% of the Public Pension Systems Surveyed Provide their Employees
with Interest on their Contributions, at an Average Rate of 3.86%"

20

Q

Mumber of Plans

@
o
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196-1.99% .

2%-2.99%

3%-3.99%
495-4.99%

*See Appendix for breakouts by eachindividual system.
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Several public plans surveyed, such as the lowa Public
Employees Retirement Plan (IPERS), Celorado Public
Employees' Retirement Association (PERA) and the South
Dakota Retirement System (SDRS), provide the entirety
of the employee contribution and a portion of the employer
contribution in the refund for vested members. SDRS also
refunds a smaller portion of the employer contribution to
non=vested employees. Similarly, members of the Ohio Public
Employees Retirement System (OPERS) canreceive arefund on
a portion of employer contributions, based on a vesting schedule.
In the Montana State Employees DC Plan and the Nebraska
Public Employees Retirement System, vested members may
receive all their employee and employer contributions in a
refund, The Oklahoma Teachers Retirement System provides
refunds on employee and employer contributions to both vested
and non-vested members.

Unique Plan Features that Encourage
Preservation of DB Income

State retirement systems understand the value that they
deliver to employees by providing lifetime income. In fact,
financial experts have recommended that individuals seeking
additional retirement lifetime income should buy it from a DB
plan, if such an option exists.” To increase retirement benefits
for shorter-service employees, some state retirement systems
allow employees who leave before reaching retirement age to
obtain more income from the plan.

As illustrated earlier, Colorado PERA increases the match
in a member’s account to 100 percent of the value based on
employee contributions. The Wisconsin Retirement System
also uses the member’s account in a similar way.  Both
Washington TRS and PERS systems and the Minnesota
Teachers Retirement Association take a different approach to
encourage a worker who leaves before retirement age to remain
in the plan by adjusting the employee’s final average salary.

WISCONSIN RETIREMENT SYSTEM {WHS)'S MONEY PURCHASE FEATURE

The Wisconsin Retirement System’s DB benefit is calculated by multiplying years of service by a 1.6% factor and
the average of the employee’s highest three years’ earnings, with other adjustments. The Wisconsin plan also has
a "money purchase” feature that computes an employee's retirement annuity benefit that can be purchased with
money in the employee's retirement account. Over the years in WRS, both the employee and employer contributions
receive compound interest based on the actual performance of the fund. At retirement, the amount in the money
purchase account is annuitized at an assumed five percent interest rate. Active employees participate in essentially
a DB pension and DC account simultaneously, and the employee receives the higher of either the defined benefit or
the money purchase annuity. WRS guarantees a minimum level of benefit.

Preserving Retirement Income Security for Public Sector Employees 17
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LEAVING EMPLOYMENT BEFORE RETIREMENT AGE AND DELAYING RETIREMENT

A DB pension income benefit is most typically based on the highest average salary over some period of years and
benefits can start once an employee is eligible for a regular or an early retirement benefit. If s vested employee
leaves employment before the retirement age when benefits commence, the benefit calculated is based on the
employees salary at termination. Most retirement systems will allow employees to start benefits at an earlier age,
but the benefit may be reduced to be equivalent to the value of the benefit at the normal retirement age.

Several state retirement systems have provisions that adjust the final salary level for employees that leave
employment early. One example is the deferred retirement annuity from Teachers Retirement Association of
Minnesata. For members who leave before age 55 and are vested, the amount of deferred annuity income would
increase by two percent each year from the year of termination until age 55. This annuity should be considered
before choosing to withdraw the member account.

A similar option is available in Washington State’s combined DB-DC plans (ERS3. TRS3 and SERS3). Employees who
choose to withdraw their DC account values face no loss of income from the DB component. In fact, if a former
employee, who worked far the state of Washington for at least 20 years, leaves his or her job before age 65, the
employee can increase his or her defined benefit income by approximately three percent for each year the retiree
delays receiving it, up to age 65. Employees can start DB income as early as age 55 (with ten years of service) but the
amount of monthly income will be reduced to reflect that more payment will be made over a lifetime.

Ability to Repay a Refund to rejoin by repaying their refund. As described in Figure
Some members who terminate public sector employment 7, of the 59 systems that require interest to be paid on these
and request a contribution refund end up returning to public  repayments, the repayment interest rate ranges from 0.1% to
service later in their careers. Most plans allow the employee  10%, with an average rate of 6.46% and a median rate of 6.7%.

18 Mational Institute on Retirement Security
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Figure 7. Most Public Pension Plans Allow for their Members to Later Rejoin a System
and Repay their Refunds with Interest at an Average Rate of 6.46%*
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Ability to Purchase Service Credits *  Legislative staff internship
DB plans provide a retirement benefit based on years of service, *  Maternity leave
age at retirement, and final compensation. Members of most *  Mon-worked service
public pension systems are able to purchase additional years s Prior milit ;
100 MHITArY service

of service based on specific types of prior service (or absence

from service), including:

*  Peace Corps

*  Adoption leave credit *  Privaseemployment
*  Federal government employment *  Privans school service
*  Family and Medical Leave Act (FMLA)

*  Fulbright scholarship

*  Srate government

*  Teacher corps

*  Unreported service

* USERRA

*  VISTA service

*  Workman's compensation

*  Homebound teaching
*  Involuntary leave

*  Job corps

*  Leave of absence

Preserving Retirement Income Security for Public Sector Employees 18
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As specified in Figure 8, nearly all plans allow some ability
to purchase service credits to enhance members’ pension
benefits. Some 59 pension plans allow their members to
purchase additional service credits for state government
service; 31 plans allow their members to purchase service
credits for federal government service; 45 plans allow for

the purchase of service credits for FMLA and other types
of personal leave; 16 plans allow for the purchase of service
credits for private school service; 19 plans allow for the
purchase of AmeriCorps, Peace Corps, Job Corps, or VISTA
service; and 33 plans allow for the purchase of service credits

for other types of service.

Figure 8. Nearly All Public Pension Systems Allow for their Members to Purchase
Additional Service Credits to Enhance their Pension Benefits
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WHAT IS USERRA? HOW DO PUBLIC PENSIONS TREAT MILITARY SERVICE?

The Uniformed Services Employment and Reemployment Rights Act of 1994 (USERRA) is a federal law providing
certain pension rights to employees returning from uniformed service. The law is intended to ensure that persons
who serve or have served in the Armed Forces, Reserves, National Guard, or other uniformed services are not
disadvantaged in their civilian careers because of their military service; are promptly reemployed in their civilian
Jobs upon their return from duty; and are not discriminated against in employment based on past, present, or future
military service.

USERRA applies to uniformed service in the Army; Navy: Marine Corps; Air Force; Coast Guard. Army Reserve; Naval
Reserve; Marine Corps Reserve; Air Force Reserve: Coast Guard Reserve: Army National Guard; Air National Guard;
and Commissioned Corps of the Public Health Service. USERRA applies to active duty service; active duty training;
inactive duty training: full-time National Guard duty; absence from work for an examination to determine a person’s
fitness for duty: funeral duty performed by National Guard or Reserve members; and duty performed by intermittent
employees of the National Disaster Medical System for public health emergencies.

Public defined benefit pensions across the country honor the military service of a wider group of employees than
as required under USERRA, which not only includes those who interrupted their career but also includes those
who served in the military before they become public employees. Military Service credits for prior service enables
veterans toreceive added retirement income benefits from public plans when they do not get pension benefits from
the military, especially during times of armed conflict and national crisis.

Each state sets its own policy for prior Military Service credits. Employees can purchase service credits based an
this military service with a majority of states having veterans pay the employee's share of cost for these service
credits, but a number of states, such as Maryland, pay the cost of Military Service Credits. Five or more years of
Military Service credits can be added to the service credits employees earn each year that they are employed. in 60
percent of states, while the other states set limits at fewer years.

Preserving Retirement Income Security for Public Sector Employees 21
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CONCLUSION

Most Americans aspire to reaching retirement with an income
that allows them to maintain their pre-retirement lifestyle
for as long as they and their spouses live; but they also worry
about achieving this goal. Economic studies show that the
best way to retire securely is to consistently participate in a
retirement plan from the start of one’s working career, and if
one’s career path changes, to preserve the retirement benefits
accurnulated (by either staying in the former employer's plan
or moving the balance to another retirement plan). The two
types of workplace retirement benefits—DB and DC plans—
have different strengths and shortcomings.

DC plans provide easy portability because the account value
can move from one DC plan to another or an IRA. However,
many workers do not see the long-term value of preserving
small sums—especially younger employces and those with
small account halances. As 2 result, these workers often spend
a considerable amount of their retirement savings on non-
retirement expenses. In addition, at retirement, most DC plans
do not provide lifetime income options. While policymakers
and plan providers continue to seek ways to incorporate
lifetime income payments into DC plans, in practice, lifetime
payments are only chosen by a very small number of DC
account holders,* so the risk of running out of income remains

A COoNncern.

Public DB plans provide benefits as monthly retirement
income that last for the liferime of retired workers and (often)
their spouses. This makes it easier for workers to plan toward
a retirement targer date.

Public sector employers use DB plans as a cost-effective
workforce management tool to retain their most effective
employees in order to provide quality public services for
citizens and taxpayers, A comparison of the job tenure rates
for private and public employees indicates that public workers
remain with their employer for a significantly longer time,
especially after they vest in their pension benefits. Stare
retirement systems predominantly offer DB pension benefits
that public sector workers find attractive and valuable, which
aligns with public employees’ high appreciation of the need to
adequately fund their retirement.

22 Nationa! Institute on Retirement Security
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Public DB plans offer a variety of features to provide a steady
income in retirement, while also facilitating consistent saving
and preservation of benefits. The analysis in this report finds
that:

1. Almost all of the public retirement systems
surveyed offer a DB pension plan, In fact, most
public retirement systems provide new members
with a DB pension benefit or a DB benefit in
combination with a DC account, while a very
small number of systems provide only a DC
benefit.

2. Public pension plans have features thar allow
individuals who change jobs to retain or even
increase their benefits. Employee contributions
can follow employees to new employers, often at
market or better interest rates. Most plans allow
mermbers to later rejoin a system and repay any
refunds with interest.

3. Nearly all public pension plans allow members
to purchase additional service credits to
enhance their pension benefits. Specifically, all
DB plans allow for the purchase of service credits
for prior military service, and many public plans
provide this without cost. More than half of the
plans surveyed allow for the purchase of credits
for prior out-of-state government service, and
some plans allow for the purchase of credits for
prior federal government service, personal leave,
maternity leave, out-of-state or in-state private
school service, AmeriCorps, Peace Corps, or
VISTA public service,

4. A number of plans have features that increase
benefits for short or moderare term employees.
These features include increasing the value the
deferred annuity benefits paid to former employees,
rewarding employees who choose to keep their
member accounts in the plan with interest, and
providing even higher matching amounts. These
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features can encourage workers who leave before
retirement age to preserve the lifetime retirement
income benefits they have earned.

While DB pensions are seen as less portable than DC plans,
pertability is only one dimension of retirement security.
Perhaps, the more important concern m assure employees
can obtain adequate income from retirement plans is the

preservation of the retirement benefits earned while working
so benefits can replace paychecks when employees retire.
This study demonstrates that DB pension plans can address
some of the issues that short-term employees may have when
they decide 1o seek other career options outside of the public
sector. Public retirement systems are able to provide such
fleaibility without harming the benefits of more productive
and dedicated career educators and public employees,

Preserving Retirement Income Security for Public Sector Employees 23
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Appendix 1. New Employee Contribution Rates for Public Retirement Plans
| | ] | |
State  PlanName | Tier | Join Date | Plan Type | Social Security? i Emplayee Cantribution
| o am e v R
' Teachars In  lipns | b8 Yes 6%
| P S T
| Teachers' W | 7708 | bC | Mo 8%
wameaken: | [ - LTI .
A ikesstety - | 102 D8 | vs | 1185%
-l Public Emplayees | | m‘;:; 0B | ves [ 5%
e b R .i.DB___ o ____i_“_s_ == ils'x- s
| Public Employees i 1113 | o8 Yes | Varies by Employer
Ll ——Van m e
| ' ' o8 Mo | B%
2 Putiic Employees | | 1111 :_Df.ﬂp'tiun— 7
| Fire & Police N | { | oa i-;n T
| State Members L | o8 | Yes e
T s | lmnz loe | Ne | veiebyEmploer
DE | Public Members | 1112 o N | Yes | 5% over 26.000
| Employees 3 11/10/96 o8 No 8%
B e " s o8 e e
- : i B Yoo %
FL | Retirement System | i — — — —
[ | DC Gption | ¥es | 3%
! . | || ves | 125%
Emplayess 1/1/09 Combination - R A—
GA | | | pc | ves | 5%
| Teochers - | | o8 e |_rm o R
Wi | Members ] | Bi1f12 0B Yes | B% ‘
0 | Public Employees | ] ! DB | Vs | 679%
State Members (1| | o8 | Yes -i"mua-m
iL | Toachs. | m | ‘. i No E_im -
e = e
! | | s o h0R | ves 0% o
| | Combination =
Public Members 7SS i | BC | Yes %
N ‘ ‘ ;.prE "“”i Yes _ 3; -
| Teachers™ | Il_ . | DB Yes N | 3% o
| palice 8 Fire || | o8 Yes 6%
1A | Public Members | ' 08 | Yes | 5.85%
Ks | Public Members | 1/1/15 | Cash Balance Yes | &%

*|Information obtained from public sources.
M/A - not applicable. NJS - not specified.
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Appendix 1. New Employee Contribution Rates for Public Retirement Plans (cont.)

o P e i
| | i | |
| | | .
State | PlanName | Tier | JoinDate Plan Type | Social Security? Employee Contribution
| Members’ | 1/1/14 Cash Balance | Yes | S%erB%
KY N | SESUNPI e b ; T —
| Teachers® | i | oB | No | 12855%
| Members | | 2115 | o8 | Mo 8%
e e gk BRSO b S i : .
| Teachers* : | 7nns 08 | Mo | 8%
ME | Public Members ! | 0B | No | 7.65%
I =T
MD | State Retirement Plan | | | bB | ¥es 5% or 7%
| Members* 4112 | DB | Mo 59%-12%
MA —_— e e e — - - —_——————— —, —
| Teschers® | | 4/1/06 | pB | No | 5%-11%
- | : ! |08 | Yes | 3%-6.4%
Public School Members® | 771010 | Combination |t -
Mi | Yes | 2%
| Stste Members* i 41497 | bc | Yes | 6%
X = - T 1
| State Retirement System I | o8 | es | 55%
HH e — — e _— - e ——————— e TiEs e —_————————— - — — .___—:-—- —_— e ——
| Teachers ' ! | o8 | Yes | 75%
M5 | Public Members | 71 | DB | Yes | o%
i pn I T
| State Members ! m | bB Yes | %
I- ST g i ey E . p—
| Patrol Members ! -3 | Yes 4%
Mo | — SE— I-_. — — 4 — tH - —
| Local Government Members o]} Yes | 4%
R R PP T SN NEp—— N— ! - —_— e
| Public Sehoal | ! | oB | Na | 145%
|
| ' | DB ' Yes 7.9%
State Emplwﬂs‘ | = P — T —— H o o o
MT i_ | | bC Option Yas L 7a%
| Taacherst | | DB | Yes | B1s%
T 1§ =
School Members® ! | be | Yes 8.78%
“E — — e —— .! G ———— i —— il — - i e
| State Members® ! ' | Cash Balance | Yes | 48%
NV | Public Members ! ! | DB Ma | 14%
NH Retirement System fr 0B Yes 7%
| Teachers ' | B/28/15 | b8 Yes 6.76%
N] l. e ——— e e e b— — -:—- —— a l— _ I. — — :. e — — -
Public Members* | Bi28/15 DB | Yes | ET0%
Public Members* ln | DB Yes 7.42%-8.92%
NM D - - P ,
| Education | | o8 Yes ;.ﬂ-lﬂ.?%mﬂndmgnn
| | | | alary
Teachers (6 | 4112 DB Yes I%-6%
"? - == —— - — — S ——
State & Local® ] B 441112 o] Yes 3%-6% Depending on Salary
WC | Teachers and State Members | | DB | Yes B%
l [ b8 Yes 7%
Public Members | = —t - =
ND | DC Optian Yes 7%
!: Teachers” | | OB (] 11.75%

*Infermaticn obtained frem public sources.
M/A - not applicable. NfS - not specified,
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for Public Retirement Plans (cont.)

| | | ]
| | |
State | PlanMName | Tier ! Join Date | PlanType Social Security? | Employee Contribution
: | | | pB | Mo 10%
Public Membars I —_ 1 —
| | | DC Option No . 10%
| Police & Fire | 0B | No | 1225%
0OH i Spe— S p— - i - ! L P— — - LA F—— -
| Schaol Employees | | | bB No | 10%
! | I | o8 No | 14%
Teachers | e e e -
| _ . DC Optian | No 13%
: | oc | Yes | 45%
Public Members' ; ——— - —— - —
ok | . DC Option j Yes 25%
| Teachers® | } | o8 | Yes | 7%
| | | DB | Yes | 0%
OR | Public Members' 8/29/03 | Combinatian r o 1 e
- DC | Yes 6%
. o , ey
| Public Schoo! Members | % | o8 | Yes | 75%095%
PA | —= _ o — - - —_— L - S
| State Members® ' ! o8 Yes | 93%
' : DB Yes 375%
RI | Members | Combination +-—————— === — —
| | DL | Yes | 5%
' . o8 e | a16%
SC Retirement System® [ | — — e — =
: ; | pC option Yes | 65%
g | Retirement System | | b8 Yes | 6%
1 o - I
i ; DB | Yes | 5%
™ Consolidated Baard Combination ——f—————————————————
| Yes %
| Teacher s | 08 Mo L 72%
| County & District I : oB Yes | Yaries by Emplayer
w | PR i . i = o e
| Employees® i | o8 | Yes | 35%
| Municipal ' | CashBalance Yes | 57%
| | 0B | Yes | 0%
| Combination : s —
ur | Retirement System 2 Tl L | DC Yo | 0%
' | | | DCOption ' ves | 0%
| State Members' Le | DB | ves | B4%
VT — o —_ e -— — o
Teachers® | T DB Yes | 5%
| i | 08| Yes %
VA Retirement System ! L 171414 Combination | ————— — . - e -
| | [ |oc | ves | 1%5%

*Information abtained from public sources.
MfA - not applicable. M/S - not specified.
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Appendix 1. New Employee Contribution Rates for Public Retirement Plans (cont.)

|
State Plan Name Tier | JoinDate Plan Type | Social Security? Employee Contribution
' ; ' f | DB | Yes 3%
| | 3 ! EM"hI‘ﬂBliBn R T x — R
| State Employees | J | DC Yes | 2%
| | 2 D8 Option | ¥es 563%
WA —— ! e . e e 4 e =
. | . DB | Yes 3%
| 3 | Comhination | e — I. = _— - —
Teachers ! | DC | Yes | 2%
| 2 | DBOgtion Yes | SE3%
| Consolidated Board® | | D Yes 45%
Wy ! FRLLHT Y S — . - —— - — N  ———
| Teachers* | | | DB Yes 6%
wi Retirement System* [ | OB | Yes | 66%
WY | Public Employees 2 9/1/12 DB | Yes B25%

“Information obtained from public sources.
N{fA - not applicable. NfS - not specified,
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Appendix 2. Public Plan Refunds for New Members

— ——— ———
|

‘l"ntmglh'irursl 'lmm:nm | i

| |
| | on Empleyer on Employee Repayment | Ability ta
State | PlanName Tier | PlanType | Contributions Contributions. Interest Rate | RepayRefund?
| Employees fn |os 10 4% | 8% | Yes
AL | SRR SO ._.Z__...: et — . L e—— S P
| Teachers |[m | DB | 10 | 4% | B% Yis
' ' | ' |
Public Employees” lw loc i 05 MRl g | N/A
AK i ————————————— - __I —— ————— S — T _— — ——— S —
. Market
| Teachers | m ot | 0-5 | D:t*ﬂm s | Ny i A
| Suu FhlrrnmenlSﬁldm . DB l 0 ! 8% | 8% Yes
u — : SRR - el et ——rl ————— | IR — — — —
| Public Safety’ | o8 BE | 3% | 5% | Yes
Public Employees | | o8 | s | 4% | a% | Yes
e ——— S R (i fhetis = =
. | Iy
: Teachers ; . 0B , 5 | /5 Determined e
| Public Employaes | | DB 5 6% | 5% | Yes
= Teach . L o s | | ey | ve
| gl | | | | | Determined | :
| t 08 5 3% 7.5-8% Yos
|Mm5mnm, B SYSORTION SR TVRRSN ) i AR 1 '
o . BC Option - 5 | wn | nya A
Fire & Police ; D8 |'s | 5% | g% | Yes
| State Members ! | oB | 10 5% | 5% | Yes
cT — — - — .;.. — 4 - —_—— —_——— —_— _—— ——— ' - SR
Teachers | o]:} | 10 7% 7% | Yes
DE | Public Members i [ 10 | 5% | 6% Yes
& [ —— '3 o8 ls | 0% NS Vs
| Teachers [ 1 3] |'s 0% : T | Yirh
. |
| | |08 8 | ow | 65% | s
FL Retirement System , o R | A - —
| - | pC Option |1 WA | NjA | Mya
| I 08 | 10 | s | 425% Yes
| Employees | | Conwination |— ———— e - ——
GA . | J DL | OS5 ! N/A ‘ NA Nf&
| Teachers | o8 | 10 | as% 75% | Yes
HI Members | ' oA | 10 " NfA | Ma
D Public Emplayees 08 | s | 239% | 4.25% | ves
| =
| State Members 0B | 10 | 0% 65% Yes
| Teachers [0 \ 10 | 0% | 6% | Yes
| Municipsl 2 |08 10 | 75% | NS | Yes
I ! | o8 |10 | 0% I | Mo
] | Cambination o _— : T | ———mT oL % e
Public Members |oc |15 0% | NJA No
. et e s,
W l ' BCOptien 15 0% N/A No
Teathers : | b8 10 | 0% | A | Mo
| Police & Fire" | | ba | 20 | 187% | s | Yes

*“Informaticn obtained from public sources.
N/A - not applicable. M/S - not specified.
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Appendix 2. Public Plan Refunds for New Members (cont.)
| l i | Veating inyears) | Intwn;tl;::- | - : a
State Plan Name Tier ; Plan Type | E::::l:lm:;! I E:Er?ﬂnmh;s | :\mrﬂ?:u |I :ﬂ?;:hnd?
A Public Members | bB ! 7 199% : Aouarially i Yes
KS | Fublic Members | | Cash Balange | 5 4% | B% I Yes
g L | R ) &
Teachers® | | DB ! 5 B% | 8% | Yes
o | Menbes | T s | 0% s Tve
| Teachers' | | 0B s 0% | 7.75% | Yes
ME Public Members L e I's | 5% | 7.125% ' Yes
MD | State Retirement Plan | 0B 10 5% | 0% v
Members* ! | o8 |10 3% | Mfs | s
o Deder | lm w I
| | o |+ -
il Public School Members® I | Combination | d. e 1 e a | .lu:t;.ariu-lhl_ |
AN W00 SUG .2| o— . — .S L
5 State Members* | oc 4 NA | NfA Lu;n
State Reticement System | ) '5 | 4%-6% | 8% ' Yes
o e | e 13 & e |ves
MS | Public Members f | pB |8 35% | 35% Vs
| State Membars. | ' 0B 10 | 0.012% L 011% ‘P“
ParolMembers | |08 |10 lowz% | 775% v
" ttommems | (o s e w
| Public School | ' 0B E 1% ; 8% es
. : 1 :
Wi R N N N -
e I | BCOption |5 B NfA L ;I_rf,u._ -
Teachers* ! ' o |5 0.2% NS | Yes
i Schoal Members® ‘ I DB 5 NS l scﬂ“:‘:i:ﬂ?d Yes

State Members® | comBaence |3 | 5% NfA fwa

tind s | !
Ny Public Members | DB 5 s ot i Yes
NH | Retirement System | | o8 10 2% 575% | s
o T - S s s ws
. ! :

Public Members® [i:] 10 NS NS /S
| PecMambers I oB 5 NS w/S Yes

Education oa | 5 I 0.20% i S:;::::::d I. e

“Information obtained from public sources.

MfA - not applicable. NfS - not specified.
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Appendlx 2.Public Plan Refunds for New Members {cunt.}

T —
|

| Vesting [in years) | Interest Rate
! on Employer  on Emplayes . Repayment Ability to
State | Plan Name Tier | PlanType Centributions | Contributicns . Interest Rate Repay Refund?
| ! | I | Actuarially |
wo | Teathers 6 ' DB 10 5% ! Decermned | ves
| Stmm.ml 6 DB 10 5% I ws | Yes
NC | Teachers nd State Members | | DB | 5 | 3% 6.5% | Yes
| i | { | Actuarially
DB 3 75% ; Yes
| | Public Members | I ) | | . Determined B B
e ! | DC Option | z-4 | Mf& | HiA | A
| Teachers' | 0B i 3 | 6% ! 6% | Yus
| | DB |s 1% | 8% Yes
| Public Members | i ——— i —
| | DCOptian | 15 [ NfA | MA MfA
Police & Fire | | o8 |15 | 0%  B2s% | ves
oM —— —— - - — —————
| Sehaal Employees | pB 10 | 0% 75% | ves
| o8 1S | 2%-3% 8% | Yes
Teachers | e === - i
| | DC Option | 1 NfA MfA | NfA
' ' | pe | 15 | Ma N NfA
| Public Members” ' - r—— — e —— C—
, | BCOoption |15 | WA WA NfA
okt e e o N ¥ il I B LT 0. I .
. | | Market Jl.:u.ranﬂl.-,-
| Teachers | DA 5 Determined | Determined e
] |og s | 8% | 75% | Yes
oR Public Members' . Combination | ——— — S —— T
| | pc | o | 0% MfA | N/
| PulicSchoolMembers | DB | 10 4% % s
o = .~ B | Market | Actwarially |
I Stots Members: | i o8 | 10 | Determined : Determined [ o=
| . |
: ' ENE % L NjS Yes
RI Cambinatisn }-—-— e ——— — —
| | pc |2 0% | Nfs | Mo
| l | DB 5 4% | 4% i Yes
sc Retirement System” [ e =] - e T r— .
: | DC Option 0 | MA | MfA | WA
|
SD | Retirement System | |8 3 WS | WS | Yes
. ; . ]
i | | DB |5 N/A 75% | Yes
™ | Consolidated Board | [ Combination ———F — —t— 1 ===
| | DC | § N/A N4 No
i ]
| Teacher 's | o8 s 2% 6% Yes
quunw& District RE | 510 7% NS N/S
Tx — p— e e — - — e s ——
| Employees® | o8 10 L% | 10% s
Municipal | | Cash Balance VariesbyEmployer | 5% 5% Yes
- | i ! DB | 4 7.5% NfA | ves
[ | Combination t——t—————-— — —
uT Retirement System 2 oco o4 ! ?5% A | Yes
I — - e e — — — e il
| | DC Option 4 | 75% 7 | ves

*|nformation obtained from public sources.
M/& - not applicable. NfS - not specified.
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Appendix 2. Public Plan Refunds for New Members (cont.)

| | | v-;ﬁrng'gryurs] | Interest Rate
. on Employer an Employes Repayment ili
State | PlanName | Tier | PlanType | Contributions | Comributy:l.:ns | mﬁrﬂ Rate | ::;::Rt:fund?
1 [ i | . |
| State Members® | F oe Actusrislly
| | | . i3 | Determined | Yes
VT i — i i — e |. S — A 2 et ——= e
| 3
Teachers® | | Actuariall
) | | | o0& E N/S | Delermin;ﬁ ! s
T T - T T
| DB | S 4 ]
VA | Retirement System T W ol SR, ... S —f-fﬂ—s - —l S —
| ! Ipc |4 | 4% 4% Yes
I I ] I
. | DE | 10 3% N .
| | 3 | Combinatisn | — = IM:- - | Nﬁt -—
State Emplayees f [oc (o 2% | mys [ Nfs
| e —m L [l —f——— S S— —_— —
2 | DBOption 5 |
SO NSNS & CT T 7a—— T
| | DB | 10 3% [
| 3 | Combination — S : —_— w e Mﬁl- -
| Teachers | Dc | O | 2% | NS | NS
| | 2 | OBOption | 5 | 5.5% | 0% /S
| Consolidated Board® | | DB 5 ! 4% | 4% Yes -
"v I - e — . —_—— s 4 - e l S -
| Teachars® i g H/S | WS | NfS
Wi I Retirement System® | DR | | I Actuarially
— { | s | 6% Determined Yes
WY | PublicEmployees 2 | DB 2 T 7.75% ' Yes -

“Information obtained from public sources.
N{A - not applicable. NS - not specified,
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Board Meeting - Executive Director's Report

| | | Maximum Able to Maximum
! | Amgunt of Purchase Amount of
| Purchase | | Purchasable | Credit for | Purchasable
Service Eligible Service for Service Military Milizar
State | PlanName Tier | PlanType | Credit? | Purchase | Credit? | Service? | Credit?
| ' | | Job Corps [
| Employees 1 | il:} ! Yes State Qovernment 10 Yes 4
| | | | Teacher Corps
-i-l. e — :-___. - _?____ T — ——— f— — —
i | Jot Carps |
Teachers Il oe | Yes State Goverament | 10 | Yes | 4
Teacher Corps |
| Public Employees w | oc NfA | Nfa H/A | Ma NJA
AK - . - o I
Teachers* |m |oc T | NIA Mo (T
—— - I - 1 e ————
| Federal Gevernment | |
State Retirement System o8 Yes Leave of Absence 5 | Yes | Mo maximum
State Government |
AZ | L
| |
| Public Safety” o8 Yos | Eﬁff;gf;‘f;:::m 5 Yes 3
| | Faderal Government |
Public Emplayess (1] Yes E’;ﬂ:ff;;:ﬁf: 5 Yes 5
| Warker's Compensation [
AR I 1 e 1
| | | Federal Government |
! Teachers® | DB Yes : ;‘;:;;E:;‘l‘::ﬁ 5-15 es 5
i [ | State Government !
. Leave of Absence I-no |
Public Employees [+:] Yes Termporary Strice R | Yes 4
! EMLALeave
CA | Fulbright Scholarship
| | | | labCarps 2-ma | .
Teachers | . DB { Yis | Maternity Leave o, Yes . Mo maximum
| | Peace Corps |
| | Leaveof Absence [ !
foincss — = : z S | —
| Federal Government
{ ‘ [ s Yes State Government 19 | Yes 5
Public Employees I== B : . J X
oA || bcoption NA A NJA | Mo N/A
Fire & Police | | o | Yes i Private Employment | 5 Yes | 5
= 4 e . ! -
| State Members o8 T O O 10 Ves 10
st ) [ | Peace Carps [
| Teachers | DB Yos | State Government 2-10 | Yes 2-10
; : : , | VISTA -
' | | I ! Federal Employment f
- | FMLALeave I .
DE Public Members | o8 | Yes | Private Education | & | Yes | 5
State Government |
: | Worker's Compensation | |
| Emplayees 3 | ol | Yes | ;f:f:gfgf:ﬂm’i NS Yes | HfS
oc —m .I__ :. E— | —_— R SN __I. == :_
| Teachers [ | pm Yes | Federal Government 10 Yas | W5

State Governmen?

*Infarmation cbtained from public sources.
M/A - not applicable. N/S - not specified.
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Appendix 3. New Members' Ability to Purchase Service Credits in Public Plans (cont.)

I |
Maximum | Ableto | Maximum
Amountef | Purchase = Amount of

[ | | Purchase Purchasable | Creditfor | Purchasable
| | Service | Eligible Service for | Service | Military Military
State  Plan Mame Tier | PlanType Credit? Purchase | Credit? | Service? Credit?
I | |
Federal Government |
| | DB Yes | 5 Yes 5
FL | Retiremint System | L —_— : __| SH'EGWEMW | ISR | —
[ ! e
; | DC Option P | e | NjA Mo | NjA
o D T T T T
. DB | Yes . .
Employees | Combination Bmigen | Additional Service 15 | Yes | 5
Ga | ! ' o na | l | '
Teachers . LB | Yes i Private Education | 10 | Yes 5
Hl | Members | | OB | Yas HiA | A | Yes [ 10
D | Public Employees | | o8 Yes | N/A N/A | Yes 5
f | i Leave of Absence I ;
State Members I | B | Yes Legislative Staff Internship | 1-8 Yes [ 2
| Temporary Service ! | .
I | | Adoption Leave Credit I-
| | Homebound Teaching | |
iL | | Involuntary LayofF | i
Teachers I | 0B Yes | Part-Time Employment | 10 Vs -
| | | Maternity Leave |
State Governmant | !
| | Substitute Employment | [
} — —— T —
] I | i
: i Leave of Absence ! I=no s
Municipal 2 | DB | Yes | State Gavernment s Yes Mo maximyum
| | ' Gl 1-na
[ [ Combination ~—— Yes State Government Pl | Yes | 2
Public Members [ oc | maximum |
: | DC Option [ M/A | rpa, MiA No | MFA
|N : . .._....I.. - - — - - = P H FTLE =ty
| | | [ Uncredited Service I - | [
| Teachers® | DB Yoz Leave of Absence mai Yes |2
| | | Substitute Emplayment N | |
L S B _— | EAT s R S [ B HLel
| Police & Fire* | | DB | Yes | State Gavernment | 2 | Yes | 2
T 1 1 1 i
1A | Public Members | i} Yoo | State Governement | 8 | Yos ! 5
| |
| I | I Peace Corps |
K5 Public Membiers Cash Balance Yes State Gavernment Mo maximum | Yes | &
. | | VISTA | |
| Members' || CashBalance Mo | M/A | /A No | nya
______ e e il e fe T G —_ B
kY | I Federal MHead Start |
| " ace Corps . | |
| Teachers | ‘ be Yes | Leave of Absence 2-10 | Yes | &
| | | State Government | |
i | Adrministrative Error i
| Members DB Yes Additional Service 5 R | 4
[ | Uncredited Service
{ PN Y S SR e e | = [T | R
LA : | | Private Education |
| | Maternity Leave
| . | Leave Without Pay »
Teachers | [al:] Yos e Homaximum | Yes | 4
| State Government
i . LL5. Military Base Education | i

*Infermaticn cbtained from public sources.
M/A - not applicable. N/S - not specified.
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| |
| Maximum

| l Ableto | Maximum
| [ | Amaunt of Purchase | Amount of
| Burchase | Purchasable = Credit for Purchasable
| ! | Service | Eligible Service for Service Military Military
State  PlanMName | Tier | Plan Type Credit? Burchase | Credit? Service? Credit?
| i | | |
ME | Public Members | DB I Yes State Government Homaximum | Yes | 4
| | | |
L . - - s ! o= —— — . -
; | Federal Government | [
M State Retirement Plan oe ; Yes Srato Gavernment | 10 Yoz 5
— - = S _ = o
; Federal Government
Members 1] Yes | State Government 4 Yes 4
. | PeaceCarps 3 |
MA | | i | FrivuthduE:aluoﬂ | |
. | Substitute Emplayment - |
I Teachers . ol | Yes State Government 2-10 Yes 4
| Part-Time Employment
[ : I | Vocational Teaching
! | bB | | FMLALeave .
Public Schoaol Members” Combination | Yes | Private Education 5 Yes 5
Mi DC [ State Government [
| State Memiers’ | oc 77 A | Yes NS
! State Retirement System | | DB | Yes Leave of Absence . 1 Yes 4
MK i FMLA Leave .
Teachers a3 | Yes | Leaveof Absence 1-5 Yes 5
! Medical Leave
’ | LeaveWithout Pay }
M5 Piblic Members DB Yes | Srate Covernment 2-5 . Yes 4
| | ' FMLALeave
| State Members | DB Yes Sick Leave | Mo maximum | Yes 4
| | State Government
— ==1] S (SR L — B -
| Patrol Members | o8 Yes I State Government Mo maximum | Yes | &
| |
e } | R —_—l A - 1 S| | S .
MQ Local Government | : |
Members : ] . Yes 5 State Government Ho maximuem | Yos | 4
I ] | Leave Without Pay { i
| | | Maternity Leave i |
| Public School | | DB s Not-fer-Profit Education | maximom Yas Mo maximum
| | State Government | l o
[ | Vaeational Taaching |
— = = — T = -
] oe Yes | Federa! Government Mo maximum | Yes |5
State Employees” | = | B | Rl H -
| | DCOption NA | WA | A | Ne [ Ny
| | I | Private Education l! | i
| Teachers’ . DB Yes State Gavernment |5 Yes 4
| | Werker's Compersation |
. [ I | | Leave of Absonce - |
e School Members | o] | es | State Government 4-10 | Yes | 4
State Members* Cash Balance A | WA /A W | Ni#
2 | s i —
MY Public Members | OB | Yes I Hf5 5 Yos 5

“Information obtained from public sources.
N/ - not applicable. N/S - not specified.
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Appendix 3. New Members' Ability to Purchase Service

Credits in Public Plans (cont.)

| Ablote |

|
|
[ | Maximum | Maximum
| i Purchase ;.Tuunrul:l Eur:hu::r Amount of
| Purchasable redit | Purchasable
| | Service Eligible Service for | Serviee Milicary | Militar
State | PlanMName Tier | PlanType | Credit? | Purchase Credit? Service? | tmﬁt;
| | | | AmeriCorps | |
NH | Retirement System [t |oe . Peace Lorps :
| ! L | Te 1 Temparary Service 1-5 ! Yes | 3
| | | | Workman's Compensation | |
e — — . : —
! [ ::deral Gavernment [ i
Teachers | | oe | Matemity Leave Imenths - 2
| | { K | Leaveaf Absence years iz |10
| | State Government |
Ml | i = ___|. oo R R ! i !
| : | l | Federal Government | | |
e Membars® i | Maternity Leave 3months -2
Public Members | DB | Yes oanitylams i | Yes | 10
| | State Goverrment |
| i M . ‘ Co-operative Work Study 1-no |
| Public Members : I ' DB Yas | Private Education o m Yes | 3
I- e —— -I - -:- - a —————— 4 R U S— —
. | | Federal Government | I
Education | DB Yes Private Education | NS | Yes 5
i { | State Government |
. t
| Teachers |6 | o8 Yes | State Government |10 Yes s
ORI s O A .
" | Leave of Absence
! State & Local [ i} | s | Sick Lasve NS Yes NS
| | Charter School Service |
| e d - [ Federal Service | [
eachers and State | | Part-Time Employment | |
HC Members | o8 | RS | State Gﬂmrﬁent Nf5 B | 1o
| | | | Temparary Service | | |
| | | | Warkman's Compensation |
| | | | Eenhrd::'rnplnrmm ;
| | b8 Sis: [ 2iaalNmence |3 Yes 2
: ! | Sick Leave | |
Public Members i : | State Employment | | I
. . : err—  DE— a5 o
L . |_ | DCOption | NfA | /A /A | MNe | mea
o ] e | = SO s
| | | [ ;dd‘-:innll Service |
| B ducation Qrganization |
! Teachers [uf:] | Yes | Leave of Absence N | s | .
[ [ | Private Education [ |
! [ Federal Government B | !
| [1:] Yes Leave of Absence | K Yes 5
Public Members. State Government maximum |
| ) _ __l_n-: Optian N/A WA NiA | Mo nfS
| | i | il -
Palice & Fire ¥ 1=no
i | OB Yex State Government s | Yes 5
[ERTTS— o8 Yo | Federal Government : | ves 10
e L e i — I
| Federal Gevernment | 2-no i
DB
| Teachers | _____ oz jﬁ __ State Government maximaum Yes 5
OC Option | WA MyA NfA | Mo WA

“Information obtained from public sources.
WA - not applicable. N/S - not specified.
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Appendix 3. New Members® Ability to Purchase Service Credits in Public Plans (cont.)

| Maximum

Able to | Maximum
! Amaurtef | Purchase | Amountof
| Purchase | Purchasable | Credit for Purchasable
| | | Service Eligibie Service for Service | Milizary | Military
State | Plan Name | Tier | FlanType | Credit? | Purchase Credit? Service? Credit?
| i ! |
Public Members’ lpC | Ma | WA iR Mo ML
oK — — - —_— — - =
Teachers® LB Yes State Government | 5 You | Mo maximsm
1 = L | e —— e e B | B s
: ! | DB | Yes I State Government 10 |
OR | Public Members® | Cembination T e —— - Yes 4
i DC | NfA | Mia HfA
| | Federal Government
; Leave of Absence | |
Public Schoo! Members oe8 Yes Maternity Leave 12 | o5 [ 5
i I Part-Time Employment | i
e : | - = . 2 ==
State Members® i 8:] Yes State Government MfS Yes 5
' Firefighter
| | DB | | MNurse .
R Members Combiration = Yes :m?ilcqﬁrwpémphymm 5 | Yes NfS
[ Teacher Corps |
o VISTA, |
[ { FMLALeave
| i Federsl Government
| | DB You Maternity Leave 5 Yes. 6
5C Retirement System” Sick Leave
| | State Government
OC Option | A N/A | wym | Mo | e
1] Retirement System | | DB Yes ;fjf:ﬁgm';:”‘ - | Yos | No maximum
' | | o8- | |
™ Conselidated Board Combination ~— — NfA | HfA HfA | Yes 5
| e |
(- | <L S - — - —
| | | Leave of Absence [
| Sick Leave I 1= |
| Teacher 5 o8 Yes Substitute Employment | maximum | e B
| Uneredited Service |
T* County & District | ' DB | Wes State Government | Yes |5
2 AirTime
| Employees : be . Yes | State Government 3 | Yes 3
| Municipal || CeshBalance | No | WA NJA Yes |5
, 08 | ' | i
' Cambination _.D'E_I Yes Federal Government 5 | Yes I 5
Beti 2 e | Private Education |
ur etirement System | I~ - State Government | |
| | ' | Warker's Compansation e .
| | OC Opticn N/A : | Mo NJA

*Infarmation obtained from public sources.
NfA - not applicable. NfS - not specified.
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; | | | Maximum Able to Maximum
| Amaount of Purchase Amaount of
| Purchase | Purchasable | Creditfor  Purchasable
Service Eligible Service far rvice Military Milita
State | PlanName | Tier | Plan Type Credit? | Purchase Cradit? Service? Credit?
| | | :dditi{mil Service ! I
| Siate Members® F | DR | ‘fes Efx:égl.:flﬁ'lmﬂ! f‘l;:ﬁhmn | Ves : 5
| | VISTA |
VT l ] SN | I— 1 JI =
i | . | Additional Service | i
| M | Peace Corps 5-no
i Teachers | | Yes | F"fiuleEEca:im | maximum | Yes 5
! | StateGovernment [ |
; - | . a8 I Federal Gavernment | 2 e
VA Retirement System | Combination --ac--- Yes Sinte b A nwnaE 4 ! Yeg 4
| b8 A ! '
AL m ) Federal Government !
. Combination e Siate Government : 5 Yes 5
| State Employees | | |
| | NESW A i ! —
| DB Option Yes | ;f:;rgi::wmn::m 5 | Yes 5
WA t 1 | |
[ DB | NjA |
| L |
|  Combinton iGN U & SR
| Teachers oF | [
| ; | Federal Government i
| 08 ption i State Government - Yos 5
Consalidated Board® | DB Yes | State Govermment | 5 | Yes 5
2 | o . ! ! o i L
Wy { | Federal Government | |
| Teachers® | DB | Yes State Government 10 | Yes 10
{ | Sick Leave |
1 1
Wi | RetrememSystem | | 0B | i, | Forleral Gt Comnct Lves 4
|
WY | Public Employees | 2 | oB Yes | Ni5 5 Yes 8

“Infarmation obtained fram public sources,

M/fA - not applicable. NS - not specified.

Freserving Retirement Income Security for Public Sector Employees 37

58



Board Meeting - Executive Director's Report

ENDNOTES

1 D.Oakley and K. Kenneally, 2015, "Pensions and Retirement 13 Rhee and Boivie, op. cit,
Security 2015, Mational Institute on Retirement Security,
Washington, DC. 14 Ibid, op. at.
2 N. Rhee and D. Qakley, 2012, "On the Right Track: Public 15 Tbid, op. cit.
Pension Reforms in the Wake of the Finandal Crisis,” National
Institute on Retirement Security, Washington, DC. 16 ]. Brown, M. Rhee, ]. Saad-Lesser, and 1. Oakley, 2016,
“Shortchanged in Retirement: Continuing Challenges to

3 1.5 Hacker, 2006, The Great Risk Shift: The New Economic Waomen's Financial Future,” National Institute on Retirement
Insecurity and the Decline of the American Dream, Oxford Security, Washington, DC; and Rhee and Boivie, op. cit.
Uniwversity Press.

17 Munnell and Webb, op. cit.

4 M. Rhee and 1. Boivie, 2015, “The Continuing Retirement

Savings Crisis,” Mational Institute on Retirement Security, 18 Rhee and Boivie, op cit.
Washington, DC.
19 ]. Friedman, 2015, “Building on What Works: A Propesal to

5 A Munnell and A. Webb, 2015, "The Impact of Leakages on Modernize Retirement Savings,” The Brookings Institution.
401(kVTRA Assets,” Center for Retirement Research atr Beston Washingron DC,

College, Chestnur Hill, MA.
20 C. Copeland, 2015, “Employee Tenure Trends, 1983-2014,"

6 L. Saad, 2005, "Americans’ Money Worries Unchanged From Empleyee  Retirement Research  Instituce, Notes v36nl,
2014," Gallup, Washington, DC. Washingren, DC.

7 C. Weller. 2016, Retirement o the Rocks: Why Americans Cant 21 Authors calculations using data from Copeland, 2013,

Get Ahead and How New Savings Policies Can Help, Palgrave

Macmillan US, Mew York, NY; M. Rhee and 1. Boivie, 2015, 22 Oakley and Kenneally, op. cit.
*The Continuing Retirement Savings Crisis,” Mational Institute

on Retirement Security, Washington, DC. 23 Ibid. op.cit.

8 Voya Financial Retirement Research Instirute, 2015, “The Voya 24 ™. Rhee and F. Fornia, 2016, “Are California Teachers Betrer
Retire Ready Index: Measuring the Retirement Readiness of off with a Pension or a 401(k}?"; L. Thompsen, 2015, A
Americans,” Voya Finaneial, New Windsor, CT. Comprehensive Study Comparing the Cost and Effectivencss

to Alternate Plan Designs Authorized by Senate Bill 14-2147

& ] VanDerhei, 5. Holden, L. Alonso, and 5. Bass, 2015, “What
Does Consistent Participation in 401(k) Plans Generate* 25  National Association of State Retirement Administrators,
Changes in 401 (k) Account Balances, 2007-2013." EBRT lrswe 2014, “Shared-Risk in Public Retirement Plans.” NASRA Iisue
Brigf, Mo, 418, Washington, DC; A. Munnell and . Bleckman, Brief, Lexington, KY.

2014, “Is Pension Coverage a Problem in the Private Scctor?”
Center on Retirement Rescarch at Boston College, Number 26 Economic Growth and Tax Relief Reconciliation Act of 2001
14-7, Chestnur Hill, MA; and G. Lattyak and R. Reiskytl, allows tax-free direct transfers or rollovers to purchase eligible
2015, “The Real Deal: 2015 Retirement Income Adequacy at service credits in public pension plans.
Large Companies,” AonHewitt, Lincalnshire, IL.

27 M. Olleman and 1. Boivie, 2011, "Decisions, Decisions:

10 Oakley and Kenneally, op. cit. Retirement Plan Choices Public Employees and Employers,”

Mational Institute on Retirement Security, Washington, DC.

11 A. Munnell and I, Bleckman, 2014, “Is Pension Coverage a 28 DB pension benefits are payable when the employee reaches
Problem in the Private Sector®” Center on Retirement Research normal retirement age, but benefits may be available ar earlier
at Boston Caollege, Number 14-7, Chestnut Hill, MA; and ages with possible adjustments.

1. Boivie, 2011, *Who Killed the Private Sector Defined
Bencfit Plan?” MNational Institute on Retirement Security, 29 Ibid.
Washington, DC.

30 Thd

12 Hacker, op. cit.

38 Mationa! Institute on Retirement Security

59



k)|

32

i

34

Board Meeting - Executive Director's Report

J- MecGee and M. Winters, 2013, "Better Pay, Fairer Pensions:
Reforming Teacher Compensation,” Manhattan Institute,
Mew York, NY,

The Emplovee Reticement Income Security Act of 1984
established vesting requirements for private sector retirement
plans, public retirement plans are not subject to those provisions
and state set vesting parameter for public plan in the plan’s
enabling legslation.

L. Gray, and 5. Taie, 2015, “Public School Teacher Attrition
and Mebility in the First Five Years: Results From the First
Through Fifth Waves of the 2007-08 Beginning Teacher
Longitudinal Swudy,” U.S. Department of Education, National
Center for Education Statistics, Washingron DC. Retrieved
March 28, 2015 from hetp:/¥nces.ed.gov/pubsearch.

Rhee and Fornia, 2016, op. Cit.

35

37

38

9

I. Bowie, 2011, *The Three Rz of Teacher Pension Plans:
Recruitment, Retention, and Retirernent,” Mational Institute
on Retirement Security, Washington, DC.

NEA Collective Bargaining and Member Advocacy, 2016,
“Characteristics of Large Public Education Pension Plans,”
Mational Education Association, Washington, DC.

L. Thompson, op. cir.

C. Jeszeck, 2011, “Retirement Income Ensuring Income
throughout  Retirement  Requires Difficult  Choices,”
Government Accountability Office, Whashington, DC.

Ibid.

Preserving Retirement Income Security for Public Sector Employees 39

60



Board Meeting - Executive Director's Report

The National Institute on Retirement Security is & non-profit research institute
established to contribute te informed policy making by fostering a deep understanding
of the value of retirement securily to employees, employers, and the economy as a whole.
NIRS works to fulfill this mission through research, education, and outreach programs

that are national in scope.

HATIONAL INSTITUTE ON
Retirement Security
A, -

L. ’ Reliable Research. Sensiole Selutions

1612 K. STREET, NW, SUITE 500 - WASHINGTON, DC 20006
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CalPERS Announces Preliminary Returns of 0.6% When Target is
7.5%

E nakedcapitalism.com

We posted last week on an OC Register story that anticipated, using CalPERS’ daily transaction reports, that the
giant pension fund would show a loss for its fiscal year ended June 30.

Although we noted that the OC Register is a long-standing critic of CalPERS (and often on thin grounds), we were
remiss in not recognizing that the daily transaction report included inflows and outflows from sources and uses other
than investment activity, as in pay-ins from various participants and payouts to beneficiaries.

So even though the preliminary report for the fiscal year just ended is still bad, it's not as horrific as the OC Register
expected. From CalPERS’ press release:

The California Public Employees’ Retirement System (CalPERS) today reported a preliminary 0.61
percent net return on investments for the 12-month period that ended June 30, 2016. CalPERS
assets at the end of the fiscal year stood at more than $295 billion and today stands at $302 billion.

Mind you, this is relative to a return target of 7.5% and is footdragging about lowering it despite investment returns
falling all over the world as a result of central bank polcies. As we noted earlier:

CalPERS, like virtually all of its peers, is in deep denial about its fix. It still maintains a return target of
7.5% even though Governor Jerry Brown pressed for the pension system to lower it to a less
unrealistic 6.5%. CalPERS’ response was to invent a Rube Goldberg process by which it would lower
its targets in those years it beats its 7.5% return target over the next 20 years fill it gets to 6.5%. That
is an oversimplification but directionally correct.

And how did private equity do? Well, it returned 1.70%...which was better than public equities at a 3.38% loss. But
the private equity and real estate values aren’t comparable to the public market values. CalPERS is using data from
March 31. However, US stock market indices were generally higher as of June 30 than as of March 31, so there
might be some improvement. Offsetting that is the ongoing issue that private equity valuations are not verified by
independent parties and are acknowledged to be generous in down or weak markets.

Ironically, we did CalPERS a favor short term by helping thwart its plan to go to a bogus “absolute return” framework
rather than sticking with a risk-adjusted approach. Private equity returns fell short of those for fixed income (9.29%)
and real assets (5.99%). But it did beat its benchmark...presumably for the nine months....by 253 basis points.

And even though CalPERS may contend that it did pretty well, its public equity returns of -3.38% were lousy
because CalPERS continues to have a very high allocation to foreign stocks when the dollar is strong and most
other economies are in or near deflation. As we pointed out in our earlier post, a typical 60/40 domestic stock/bond
mix would have produced returns of 5%. While some foreign currency exposure is considered desirable (as
representing diversification by asset class, even though CalPERS does not represent it that way in its press
releases or other periodic presentations), a 50% foreign market allocation is high. CalPERS beneficiaries and
California taxpayers are paying for a bet that is not well reported.
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Reader Jim Haygood, who has taken an interest in CalPERS, is appalled by the caliber of disclosure, since it falls
well short of what retail investors receive. From a comment on last week’s post:

After further research, it appears likely that what Calpers calls “Barclays Long Liabilities Index” — a
term that doesn’t appear on Barclays’ site — probably is the “Barclays-Russell LDl [Liability Driven
Investment] Index,” which is geared to use by pension funds:

http://www.ftse.com/products/downloads/Barclays-
Russell_LDI_Index_Series_Methodology Overview_FINAL.PDF?32

Barclays-Russell LDI Index comes in six durations, the longest being 16 years. If this is in fact
Calpers’ benchmark, it’s incredibly sloppy for Calpers to misstate the index name and fail to stipulate
its duration, which is quite material.

The 16-year Barclays-Russell LDI index was up nearly 22% in the year to June 30th. If that’s the one
Calpers uses, my estimate of their total benchmark (post above) changes to 3.5%...

As another example of Calpers’ casual sloppiness, their asset allocation page contains links in the
right hand column to the 2013-14 annual investment report and 2013-14 CAFR — even though these
documents were superseded six months ago with updates for 2014-15.

https.://www.calpers.ca.gov/page/investments/asset-classes/asset-allocation-performance

Never do | see such negligence on mutual fund and ETF sites. They are rigorous about maintaining
up-to-date documents and identifying benchmarks correctly, because they can be sanctioned if they
don't.

Calpers seems to have a problem. If | were a FOIA warrior, | would be all over their careless ass.

And from a comment in Links yesterday:

This announcement is bizarre in a couple of respects. First, stale results for real estate, private equity
and some inflation assets likely will have a material impact on performance. Markets moved a lot
from March 31st to June 30th this year.

Why not wait for 2nd quarter reports — probably available not long after July 31st — instead of going
off half-cocked with lagged results that will change?

A second bizarrity is that each asset class is compared to its benchmark in a table. But the final step
of calculating the overall benchmark, using the weights of each asset class, is missing.

Did the “preliminary” 0.61 percent return beat the overall benchmark? | estimated CalPERS’ overall
benchmark return at 3.6 percent, so it might be about a 3 percent shortfall. But it’s useless to
speculate with stale figures.

If | had retirement assets at CalPERS, | would be frothing at the mouth over their slapdash lack of
professionalism. As we can all see, they are not SEC regulated.

CalPERS' defenders contend that the press would be all over the state agency if it “delayed” reporting results, since

it has conditioned the public to expect them in mid-July. And it would have to wait longer than sometime in August,
2/3
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since CalPERS generally publishes its PE results 3-6 months in arrears. So now they are arguably hostage of this
bad practice.

I've pointed out sloppiness and even errors in private equity records | have gotten from CalPERS via Public
Records Act requests. It took literally months to get a sort-of complete list of private equity investments, and that
was after we identified over 70 investments that appeared to be (and in most cases were) missing. And the worst
was that given how many go-rounds it took to get a better list, both | and the Wall Street compliance veteran who
was working with me were convinced the problemm was their records, as opposed to trying to stonewall me.

So there’s a lot for the new CEO to do. Let’s hope she is up for the task.

3/3
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To: BOARD OF TRUSTEES
FrOM: EDWARD SMITH, CHAIRMAN
DATE: JULY 20,2016

SUBJECT: BENEFITS COMMITTEE REPORT

The Benefits Committee met Wednesday, July 20, 2016. The following report reflects Benefits
Department activities and projects that occurred since the last report.

The Benefits Department has the following projects underway.

Retirement Modernization Project - Electronic Transmission of HR Data to STAR

Progress continues on the STAR change request that will improve retirement processing
efficiencies and pave the way for the faster issuance of an annuitant's first pension check.

Over a three-week period, Benefits conducted User Acceptance Testing and DCRB’s IT staff
electronically submitted the resulting test files to STAR. Although the Informatica Data Director
and MDM solution proved that a file could be sent to STAR, we found that the process also
required unexpected manual interventions, an indication that all requirements had not been
defined. As a result, the previously identified August implementation date needed to be moved
back to November

Over the next few months, the project team members will concentrate on finalizing all
requirements, developing the necessary crosswalks, assessing the accuracy and completeness of
the data captured from OCTO and the Data Reclamation Project, and conducting end-to-end tests.

Implementation of this STAR change request will:

1. Reduce the amount of manual data entry required to create a new retiree record in STAR,
2. Reduce data entry errors that impact benefits computations, and

3. Expedite the retirement record creation process.

In addition, integrating the MDM solution with PeopleSoft and STAR will position DCRB for the
anticipated implementation of the Pension Information Management System.
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Purchase of Service Project (POS)

DCRB Benefits staff is working with Cavanaugh Macdonald Consulting, LLC to consolidate all of
the various purchases of service spreadsheets used by our Benefits Quality Unit to calculate the
amount of money required by members to have certain purchased service credited in their final
benefit calculation. This project combines approximately six (6) different purchase of service
spreadsheets currently being used into one Excel Workbook. The final product will cover
purchases of service for military credit, outside service credit, interest on redeposit of
contributions, and Tier changes.

Here are a few benefits to this master Purchase of Service Program:

(1) Easy updating of the most current actuarial assumptions. This new program provides the
Quality Unit with the ability to update the POS spreadsheet with the same assumptions used
each year in our actuarial valuation, as well as the most current mortality tables and interest
rates.

(2) Consistency in all POS calculations and communication to members. With one program,
we can assure that the proper assumptions, data, and methodology are used by each analyst,
allowing for more consistent and accurate results. This also ensures that we have a consistent
form of communication going out to each member.

(3) Elimination of the cost to members requesting Tier Changes. Currently, all requests for
Tier change estimates are calculated by Cavanaugh Macdonald at a cost to members of $300.
This program will allow Tier change estimates to be calculated in house without any costs to
the member.

The first draft of the POS Program is currently under review and is being tested by the Quality
Unit

Retirement Benefits Statement Project

The Benefits Department continues to work with Cavanaugh Macdonald (Cavanaugh) to develop
benefit statements for active members. The statements will provide Member Information, an
Accrued Benefit, and a Projected Benefit. The Project Plan identified Fire and Emergency
Medical Services (FEMS) as the pilot group. Prior to disbursement to the entire FEMS group, a
test group of 170 FEMS members will be issued a benefit statement on or about September 2016,
along with an introductory letter and a link to an online survey. This pilot group’s responses will
provide DCRB with information related to the following:

Accuracy of the Statement

Usefulness of the information in the Statement
Clarity of the Statement

Other suggestions from a Plan member’s perspective

The results of the online survey will be assessed during October 2016 and any needed changes to
the benefit statements will be made. The projected timeline for providing statements to the entire
membership is as follows:

December 2016 - Active Firefighters
June 2017 - Active Police Officers
December 2017 - Active Teachers



Board Meeting - Benefits Committee Report

Term Vested Project

An effort has begun to identify terminated Plan members who:
e Did not complete 5 years of eligible service (were not vested), and did not receive a
refund of their contributions
e Completed 5 years of eligible service, were vested, and are eligible to receive either a
deferred annuity or a refund of contributions.

An initial pool of 38,000 names was identified containing potential term vested candidates. That
number was reduced to approximately 9,500 members (both federal and District) that need
further research. Since many of those members terminated many years ago, contact information
is not reliable and some outside resources may be needed to locate these members.

To minimize the loss of future term vested members, the Benefits Department has developed an
exit package for current terminating employees. The package will include a letter for vested and
non-vested members and will provide information on how to request a refund or elect a deferred
retirement.

Benefits Department Monthly Statistics

Processini volume bi month:

Retirement Claims
Received 213 179 264
Processed
Retirements 159 131 153
Average Processing
Days 54 42 49
Telephone Calls 2431 2460 2220
Walk-in Customers 132 151 144
Scanned Documents 14,820 14,554 8768
QDROs Approved 5 final 3 final

3 final 1 rejected 1 drafts pending
Purchase of Service 1 ($3,500) 14 ($43,557) 8 ($14,381.90)

You will find more details of the Benefits Department statistics in the attached reports.
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Background

The reported survey outcomes are the results of the June 2016 Member Services Customer
Satisfaction Survey. The data collected are from active and retired members of the District of
Columbia Police Officers and Firefighters’ and Teachers’ Retirement Plans, their survivors and
beneficiaries. The purpose of the survey is to gather and measure the customer experience,
gaging their satisfaction in an effort to improve our service to them, as necessary.

Survey Objective
The resulting feedback will be used to:
e Increase member satisfaction and confidence
e Deliver actionable data to decision-makers
e Reduce caller and in-person wait times for service
e Set reasonable service expectations

Methodology
e This month, survey participants were Plan members who made onsite visits to the DCRB
member Service Center. Some members arrived after having scheduled an
appointment; others came in for assistance with updating their member
information. The survey participants were randomly chosen...

Participants
e 375 surveys were sent.
e 38 responses were received from members.

Overall DCRB Member Satisfaction

Overall, how satisfied are you with the member service
provided by DCRB?

mVary Satisfied

m Somewhal Satisfied

= Meutral

m Somewhat Dissatishied
mVery Dissalisfied

mMN/A

MSC Satisfaction Survey_June.2016
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Overall. how satisfied are you with the member service provided by
DCRB?

Response Response

Answer Opfions Percent Count

Very Satisfied 78.4% 29

Somewhat Satisfied 10.8% 4

Meutral 0.0% 0

Somewhat Dissatisfied 54% 2

Wery Dissatished 27% 1

MNfA 27% 1
answered guestion 37

skipped question 1

Membership Type

Please mndicate your DCRB member/survivor types

3T4%
-
29% | -
- 2 00%  29%
2 0.0% _
A —0
,bc?o \C?} & o =
A% t&d‘{\ é‘\éﬁ\ ‘3(}\ E_\.cgt
& < <7 &
W&Q -Q-f" C}\}P
<& Lo v

Knowledge and Skills

How satisfied were you with how the representative addressed your problem/inquiry?

Merher

Answer Options SK;:S(:Y Agree Agre:anfEisag Disagree [?i‘srg ;?2; Regs::tse
Had the right information. 3 6 0 0 1 38
Understood your questions. 32 5 0 0 1 38
Provided clear answers. 32 4 0 0 1 37
Answered your questions. 32 4 0 0 1 37
Appeared well organized. 32 4 0 0 1 37
answered question 38
skipped question 0

MSC Satisfaction Survey_June.2016
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Reason for Contact

What was the main reason you contacted the DCRB Benefits Depariment?

An T Response Response

Percent Count
MNamefAddress Change 10.0% 3
Direct Deposit 6.7% 2
Health/Life Insurance 26.7% &8
Redeposit/fPurchase of Service 33% 1
Student Certification 0.0% 0
Beneficiary Change 6.7% 2
Retirement 433% 13
TaxWithholding Election 3.3% 1
Refund 0.0% 0
Death of Annuitant 33% 1
Disability 6.7% 2
| did not contact DCRE. 0.0% 0
Other (please specify) 7
answered question 30
skipped guestion 8
Contact Wait Time
r 2

How long did you have to wait at DCRB Member Service Center
before a representative was available to assist you?

BLess than 1 minute

12.8%

B 1 toless than 3 minutes
03 to lass than 5 minutes
DOver 5 minutes

B left a message
21.3% 38.3% BI hung up

BMNA

MSC Satisfaction Survey_June.2016
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Call Center Statistics
Total Calls 2,431
Inbound Calls 1,439
ag2 W Total Calls
Outbound Calls (Voicemails & Follow-up colls)
Average Talk Time 4:36 minutes
i : B FileMet Batches
Average Caller Wait Time 2:04 minutes Sranned
Total Walk-In/Appointments 132
Total Walk-
i 1,155 B
FileMet Batches Scanned » In/Appaintments
Documents Pages Scanned 14,820
Correspondence
: 2,059 u

Correspondence (Written & Processed) » (Written &
Email & Fax 542 Processed)
Processed Documents (EFTs, address & nome 1517
changes, tax forms, 1099s, & 2809s , etc.) !
Total 5,777
Top 3 Contact Trends

Death Benefits/Notification

1. Notification to DCRB of a death

2. Request for death benefit packets and assistance with completing forms

3. Status of benefit payments

Annuity/Payroll

1. General questions regarding deductions (Toxes, Gamishments, and Health/Life

Insurance premivms)

2. Questions from new retirees on interpreting information on the Earnings

Statements

Health Insurance

1. Medicare Parts A&B questions (Who pays first)
2. Reduction in coverage (Self + One or Self Only)

3. Dependents who have aged off of plan (dependents over 26)

4. Survivor Benefits

Member Services May Statistical Comparison by Year

2015 2016 Comments
Walk-Ins/Appointments 115 132
Total Calls {includes voice mails) 1,218 2,431
Emails 230 374
Total 1,563 2,037

Member Services Center 6.2016
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Remen o RETIREMENT CASE PROCESSING - MONTHLY REPORT

JULY 1, 2016
PLAN
CASES AVAILABLE CASES RECEIVED (but
FOR PROCESSING may not have been
CASE TYPE . .
ready for payment) CASES PROCESSED Fire Police Teacher
Beneficiary (One-Time
68 12 56 Payments) 4 25 27
4 1 3 Beneficiary of Survivor 3 0 0
8 4 4 Deferred Annuity 0 3 1
2 Disability 0 1 0
0 7 Garnishment/Levy 2 5 0
16 1 15 Health Benefit Adjustments 0 7 8
Optional/Voluntary &
53 25 28 Involuntary Annuity 3 23 2
3 2 1 QDRO/QMSCO 0 1 0
15 7 8 Survivor Annuity 2 3 3
0 0 0 Student Certifications 0 0 0
11 0 11 Annuity Adjustments 3 3 5
0 0 0 ODCP AUDIT ADJUSTMENTS 0 0 0
23 0 23 POST-56 Adjustments 4 19 0
1 0 1 CAPS Adjustments* 0 1 0
1 0 1 Auto Debt Collection 0 0 1
213 54 159 21 91 47

*ODCP’s Corrective Action Project

RETIREMENT CASE PROCESSING REPORT - Prepared by S. Treadwell, Retirement Services Manager
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To: BOARD OF TRUSTEES

FroMm: LYLE BLANCHARD, CHAIRMAN

DATE: JuLYy 21,2016

SUBJECT: LEGISLATIVE COMMITTEE REPORT

The following report reflects activities of interest since the May Board Meeting.

COUNCIL OF THE DISTRICT OF COLUMBIA

B21-0668, “Fiscal Year 2017 Local Budget Act of 2016”
This proposed bill would appropriate $146,456,000 from local funds for the Police Officers and
Firefighters’ Retirement System; $56,781,000 from local funds for the Teachers’ Retirement
System; and $39,095,618 from the Teachers’ and Police Officers and Firefighters’ Retirement
Funds for the District of Columbia Retirement Board.

Status: On June 15, 2016, the proposed bill was enacted with Act number A21-0414 and transmitted to
Congress on June 16, 2016. The Act has a projected law date of September 20, 2016.

Resolution 21-538, “Fiscal Year 2017 Budget Support Emergency Declaration Resolution of 2016”

B21-0812, “Fiscal Year 2017 Budget Support Emergency Act of 2016”

B21-0669, “Fiscal Year 2017 Budget Support Act of 2016”

Title I, Subtitle L - Equity in Survivor Benefits Clarification Amendment Act of 2016
This provision of the proposed bill would amend the “District of Columbia Spouse Equity Act of
1988” (DC Code §1-529.03) to add a new section clarifying that the Mayor is not required to
comply with a qualified domestic relations order issued after an employee’s or retiree’s death.

Title I1I, Subtitle E - Fire and Emergency Medical Services Department Chief Officers Service Longevity
Amendment Act of 2016
This provision would amend DC Code §5-544.01(a)(3) to provide longevity pay calculated based
on annual rate of pay and total active service for non-union, active Assistant Fire Chiefs, Deputy
Fire Chiefs and Battalion Fire Chiefs.

Title IllI, Subtitle F - Fire and Emergency Medical Services Presumptive Disability Implementation
Amendment Act of 2016
This provision would amend the “Fire and Emergency Medical Services Employee Presumptive
Disability Amendment Act of 2012” (DC Law 19-311; DC Code §§5-651 - 5-656) to require
additional eligibility requirements to be met by EMS employees and reporting requirements by
FEMS. Note: The 2012 Act is subject to appropriations and has yet to be funded.

Status: Pending enactment of the proposed legislation, the D.C. Council adopted emergency legislation on
June 28, 2016 in a resolution.
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B21-0827, “Senior Law Enforcement Officer Amendment Act of 2016
The proposed bill would allow, with the exception of disability annuitants, certain retired police
officers to be rehired by the Metropolitan Police Department as fully sworn temporary full-time or
part-time police officers without being subject to the District’s salary offset law.

Status: On July 11, 2016, the bill was introduced by Chairman Mendelson at the request of the Mayor and
referred to the Committee on the Judiciary.
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Sponsor Name of Conference Date Location Cost Description
International Foundation of This course is designed for individuals who have a solid base in investment management
Employee Benefits Plans Thru 06713/2016 rinciples and seek to explore the opportunities available through international investin,
IFEBP POy . July 25-27 San Francisco, CA Member: $3,750 principie P pp © troug estng:
International and Emerging After 06/13/2016 Fiduciaries from both defined benefit and defined contribution plans represent various
Market Investing Member: $4.000 industries, sizes and geographic areas (United States and Canada).
National Conference on Thru 07/22/2016 The Public Pension Funding Forum will examine the obstacles that stand in the way of
Public Employee Retirement Member: $600 closing public pension funding gap and explore new solutions to overcome such
NCPERS Systems Public Pension August 21-23 New Haven, CT After 07/22/2016 obstacles, including better risk management in economic cycles, use of new and
Funding Forum Member: $700 improved debt instruments, and closing tax loopholes.
The program covers critical issues and trends in trustee service and reviews recent ethical
dilemmas in the pension fund industry and challenges trustees face with ethical decision-
making. The course will evaluate several fact patterns to sharpen their knowledge and
Pension Fund Trustee understanding of fiduciary responsibilities, conflicts of interest, duties of care and loyalty
CII Trainin 28-Sep Chicago, IL Members: $395 regarding plan participants and the consideration of plan sponsor circumstances.The
s course examines common liability structures for a variety of funds (pension, endowment)
ways to set strategic investment objectives. Risk budgeting for funds will be explored
and applied in a brief case study that enhances participants’ understanding of the tactical
and strategic choices that fund stewards must make.
National Council on Teacher Thru 09/10/2016 NCTR provides VltalA suppoﬁ onrA the reFlrement spcurlty fl'or‘Amenca s teachers. There
X . are thousands of dedicated individuals involved in our mission, but with more pressure
NCTR Retirement 94th Annual October 8-12 Providence, RI Member: $1,080 X . .
on retirement systems, the need is greater than ever for the leadership, support, and
Conference After 09/10/2016 . . R
connections that NCTR provides for its members
Member: $1,230
The Public Safety Employees Pension & Benefits Conference is dedicated to providing
National Conference on quality education that is specifically tailored for the unique needs and demands of public
Public Employee Retirement Thru 09/23/2016 safety pensions. Since 1985, the Conference has educated hundreds of public safety
NCPERS Public Safety Employees October 23-26 Las Vegas, NV Member: $650 pension trustees, administrators and staff; union officials; and local elected officials by
Pension & Benefits After 09/23/2016 featuring presentations from recognized leaders in both the worlds of finance and

Conference

Member: $800

politics, providing news on the latest developments, and offering attendees the
opportunity to network with fellow trustees.
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DISTRICT OF COLUMBIA RETIREMENT BOARD
Training & Travel Report

As of
July 20, 2016
Dates
Name Description Sponsor/Vendor Location From | To
Trustees _ S— i
Mary Collins Conference 27th Annual Pension and Financial Services Atlanta, GA 06/13/16 | 06/15/16
Conference
Staff
Rabinai Carson Conference SHRM Annual Conference Washington, DC 06/19/16 06/22/16
Adina Dorch Education 2016 Legal Education Conference New Orleans, LA 06/21/16 06/24/16
Harvard University's John F. Kennedy School of
Peter Dewar Education Government Boston, MA 06/06/16 06/24/16
Senior Executives State and Local Government
Ferdinand Frimpong Conference Gartner Security & Risk Management Summit 2016 National Harbor, MD 06/13/16 06/16/16
Wukyanos Gebremeskel Conference Gartner Security & Risk Management Summit 2016 National Harbor, MD 06/13/16 06/16/16
Tahir Kazmi Conference Gartner Security & Risk Management Summit 2016 National Harbor, MD 06/13/16 06/16/16
Sheila Morgan-Johnson Conference International Limited Partners Association Chicago, IL 06/02/16 06/03/16
Members Only Conference
Annual Meeting Patheon Secondary Fund Limited Partners Advisory New York, NY 06/15/16 | 06/16/16
Committee Meeting
Blackstone Real Estate, CVC, Orion Capital Managers
LLP, Inflexion Private Equity Partners LLP, Chequers
Due Diligence Partenaires, PW Real Estate, H.I.G. Capital, Mondrian| London, United Kingdom 06/26/16 06/30/16
Investment Partners, Ltd, AnaCap Financial Partners
LLP and Kildare Partners
Adu Poku Conference Gartner Security & Risk Management Summit 2016 National Harbor, MD 06/13/16 06/16/16
. Strayer University .
Deborah Reaves Education Public Policy Analysis & Planning Prince Georges Campus 07/05/16 09/19/16
Patrick Sahm Conference Quantum Energy Partners 2016 Annual Meeting Houston, TX 05/23/16 05/24/16
Blackstone Real Estate, CVC, Orion Capital Managers
LLP, Inflexion Private Equity Partners LLP, Chequers
Due Diligence Partenaires, PW Real Estate, H.I.G. Capital, Mondrian| London, United Kingdom 06/26/16 06/30/16
Investment Partners, Ltd, AnaCap Financial Partners
LLP and Kildare Partners
Vernon Valentine Conference SHRM Annual Conference Washington, DC 06/19/16 06/22/16
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Dates
Name Description Sponsor/Vendor Location From To
Michael Xanthopoulos Conference US Social Investment Forum 6th Annual Conference Washington, DC 05/23/16 05/25/16
Conference SMU School of Business Dallas, TX 06/21/16 06/22/16
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