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INTRODUCTION 

The Legislative Research Commission, authorized by 

Article 6B of Chapter 120 of the North Carolina General Statutes 

(G.S.), is a general-purpose legislative study group. Among the 

Coaaission•s duties is that of making or causing to be made, upon 

the direction of the General Asseably or of either of its houses, 

such studies of and investigations into governaental 
agencies and institutions and matters of public policy 
as will aid the General Asseably in perforaing its 
duties in the most efficient and effectiYe manner (G.S. 
120-30.17(1) ]. 

A list of the aembership of the LegislatiYe Research Coaaission 

vill be found in Appendix A. 

During the 1975 Session of the General Asseably the 

LegislatiYe Research Commission was directed to conduct a Yariety 

of studies, among which were three relating to retireaent systeas 

funded by the State. House Resolution 1200 (see Appendix B) 

mandated a study of the adYisability of extending unreduced 

retireaent benefits to all State employees retiring prior to July 

1, 1973, with 30 or more years of aeabership service in the 

Teachers• and State Employees• Retirement System. 

Chapter 851 of the 1975 Session Laws (see Appendix C) 

directs two inquiries affecting the retirement systems. Sections 

(15), 11.3, and 11.8(3) of that Chapter require a study of all 

aspects of actuarial services now furnished to all agencies of 

State goYernaent. Section 11.8 of Chapter 851 requires the 

Legislative Research comaission to look into the financing, 

benefits and operations of the Teachers• and State Employees• 



Retireaent System and the Local Governmental Employees• 

Retirement System (hereafter referred to, respectiYely, as the 

"TSERS" and the "LGERS"). 

To aid in these studies, the co-chairmen of the 

Legislative Research Comaission, under the authority of G.S. 120-
.~ 

30.IO(b) and (c), appointed a Committee on Retirement Systems• 

Ratters (hereafter referred to as "the Committee"), consisting of 

additional members of the General Assembly and of the public. 

Representative Glenn A. Morris was appointed to chair the 

Co11aitt~e. Senator Harold B. Hardison and Representative Claude 

DeBruhl were appointed to assist the chairman as co-chairmen~ 

The other members of the Coaaittee were RepresentatiYes 

John R. Gamble, Jr., Charles w. Phillips, Bobby w. Rogers, and 

Barney P. Woodard; Senators Jack Childers, Edd Nye and Joe H. 

Palaer; Mrs. Linda Rader; Messrs. Floyd Bass•, Emmett Burden, 

Lloyd Isaacs, Andrew Jones, and Ernest ~ccracken; and Colonel 

Henry E. Kendall. 

Because the subjects directed to be studied are so 

interrelated the Committee has decided to issue one docuaent 

reporting on all of its work. To aid the reader in understanding 

the ·coaaittee•s work, the divisions of this Report entitled 

COMftITTEE PROCEEDINGS AND FINDINGS AND RECOMMENDATIONS haYe been 

each further subdivided into the two major subject areas which 

were directed to be ·studied; i.e., . Cl) Actuarial ~ervi~§, and 

(2) The Teachers• and State Employees• and Local Governmental 

Employees• Retirement Systems: Financing, 

Operatigns. The subject of 30-year unreduced retirement to 

retired State employees will be found 
·:. ~) 

under the Benefits 
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subsection of the Retirement systems division of this report. 

•!r. Bass replaced the original appointee, !r. John Booker, who 

resigned on !arch 5, 1976. 
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COMMITTEE PROCEEDINGS 

The Legislative Research commission's Committee on 

Retirement Systems Matters held six meetings oYer a IS-month 

period--from October, 1975, to January, 1976. At the April 2, 

1976, Committee meeting RepresentatiYe Glenn A. Morris appointed 

a Drafting Subcommittee to prepare the Committee's report. 

senator Harold Hardison and Representative Claude DeBruhl were 

appointed co-chairmen of the Subcommittee. Senator Jack Childers 

and Messrs. Ernest Mccracken and Emmett Burden were appointed to 

be members of the subcommittee. Mr. Lloyd Isaccs and Col. Henry 

E. Kendall were also appointed to the Drafting Subcommittee, but 

only to study the issue of extending unreduced retireaent 

benefits to retired State employees who haYe 30 or more years of 

membership 

for 30 or 

meetings. 

service and have contributed to the retirement systea 

more years. The Drafting subcoa•ittee held four 

The meetings held by the Committee and its Drafting 

Subcoaaittee were attended by a variety of persons interested in 

the subjects studied. Among the groups represented were 

actuaries, local goYernmental employees, state employees, the 

State Auditor, representatives from the Firemen's Pension Fund, 

the Lav Enforcement Officers Benefit and Retirement Fund, and the 

Depart•ent of Treasurer. A complete list of witnesses will be 

found in Appendix D. 
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Actuarial Services 

As vas previously mentioned, Chapter 851 of the 1975 

sessi9n Lavs (First Session, 1975) directed a study of actuarial 

services which are now rendered to State agencies. Section 11.3 

of that Chapter requires the Legislative Research Commission to 

study the need for creation of a Division of Actuarial SerYices 

within the Department of State Treasurer. Whereas, Subsection 3 

of Section 11.8 directed a "determination of the advisability of 

combining the • actuarial services" for certain public 

employee and public officer systems in North Carolina. 

The Committee on Retirement Systems Matters decided at 

its organizational meeting to examine in detail 

the aYailability, ' quality, use and costs of the 
actuarial services furnished by private business to 
those · agencies of the State requiring these services 
(Section 11.3 of Chapter 851]· 

During its deliberations on the subject of actuarial 

serYices the Committee heard from a Yariety of witnesses, 

including representatives of the State-administered retirement 

systems, the North Carolina Insurance Department, and se•eral 

actuarial firms--George B. Buck Consulting Actuaries, Inc. of Nev 

York, Booke ·& Company of Winston-Salem, and Charles R. Dilts 

Associates of Durham. 

An "actuary" has been defined as one 

whose profession it is to solve for Insurance Companies 
or the public, all monetary questions that involve a 
consideration of separate or combined effect of Interest 
and Probability, in connection with the duration of 
human life ••• [Oxford -English Dictionary]. 

Mr. Hugh Gillespie of George B. Buck Consulting Actuaries, Inc. 

told the Committee that the actuary applies matheaatics and 

accumulated experience to risks and contingencies and by doing so 



makes "uncertainty less uncertain." Actuaries are diYided into 

two general types by function--the life and casualty actuary and 

the pension actuary--the former haYinq expertise in the insurance 

field and the latter having knowledge of retireaent aatters. 

Two 

substantial 

areas 

basis 

- Current Operations -

of state 

receive the 

goYernment on 

professional 

a regular 

services 

and 

of 

actuaries--the Departaent of Insurance and the retirement systeas 

administered by either the Departaent of the State Treasurer or 

by the Department of the state Auditor. 

ftr. Byron Tatum, Deputy Commissioner of Budget and 

Personnel for the Department of Insurance, explained the role 

that actuarial serYices play in the operations of that 

department. He stated that the Department of . Insurance has 

allocated to it fiYe actuarial positions. However, none of the 

five positions is filled by a aember of any professional 

actuarial organization because these positions ha•e lov salary 

scales. Mr. Tatum estimated that a meaber of the Aaerican 

Acadeay of Actuaries would command a salary of from $35,000 to 

$40,000 a year plus additional fringe benefits which are not 

normally aYailable in a goYernmental position. 

The Department of Insurance eaploys actuarial assistance 

in two areas--the property and casualty; and the life, accident, 

and health insurance fields. Actuarial work in the property and 

casualty areas involves an analysis of rate filings to deteraine 

whether the rates requested in a filing are reasonable 

considering the loss exper~ence presented in the filing. Two 

eaployees designated as actuaries work in the Property and 
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Casualty Division of the Department. 

The life, accident and health personnel audit insurance 

companies to determine if ·an individual company's financial 

reserYes are adequate. There are three departmental employees 

working in this field. In addition, the Department of Insurance 

frequently hires priYate actuaries to supplement the work and 

expertise of the departmental personnel. Both salaries of the 

in-house and the fees of the private actuaries employed to audit 

the insurance companies are supported by receipts gathered from 

the insurance companies being audited. Mr. Tatum's statement is 

attached as Appendix E. 

The State-funded retirement systems of the State all 

employ a single private firm to provide their required actuarial 

serYices. George B. Buck Consulting Actuaries, Inc. of Nev York 

assisted in planning the first State-administered retireaent 

system in North Carolina--the Teachers• and State Employees• 

Retireaent System. The Buck firm has proYided the regular 

actuarial services required by the TSERS since its inception on 

July 1, 1941. As each of the never State-administered retirement 

systems has been established--Lav Enforcement Officers' Benefit 

and Retirement Fund in 1942, Local Governmental Employees• 

Retireaent System in 1945, Firemen's Pension Fund in 1963, the 

Uniform Solicitorial Retirement System in 1974, the Uniform 

Judicial Retirement System in 1973, and the Uniform Clerks of 

Superior Court Retireaent System in 1975--George B. Buck 

Consulting Actuaries, Inc. has been awarded the contracts of 

providing actuarial services to each system. 

The duties of the actuary in the largest State-funded 

retirement system--the TSERS--are representative of his duties in 
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all the other retirement systems. By G.S. 135-6 the designated 

actuary is 

the technical adviser of the Board of Trustees 
(Teachers• and State Employees• Retireaent systea] on 
~atters regarding the ·operating of the funds created by 
the provisions of this Chapter and shall perfora such 
other duties as are required. 

The actuary's statutory duties also include investigating once 

every five years the mortality, service, and coapensation 

experience of the members and beneficiaries of the Retirement 

System (G.S. 135-6(n) and making an annual valuation of the 

assets and liabilities of the funds of the TSERS (G.S. 135-6(0)). 

From the knowledge gained in the actuarial investigation and the 

annual valuation, the actuary, where he feels it necessary, 

suggests changes in the actuarial assuaptions for the board of 

trustees of the concerned system to make. The actuary also keeps 

the boards of trustees of each system abreast of current 

developments in law and public policy concerning all aspects of 

retirement. 

Besides the statutory duties the actuary also aids in 

the drafting of statutes modifying the structure of retireaent 

systems, appears at legislative comaittee meetings, and provides 

cost estimates to proposals for future changes in the sy~tea. 

The statements on actuarial services of Mr. Hugh Gillespie of the 

Buck firm, Mr. William H. Hambleton of the Department of the 

State Treasurer, and State Auditor Henry L. Bridges are attached 

respectively as Appendices F, G, and H. 

- Federal Pension Reform Legislation -

The Employee Retirement Income Security Act of 1974 

(P.L. 93-406, hereafter referred to as "ERISA") was passed by 
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congress to provide stringent standards regarding the financing 

and operations of priYate employer pension plans. That act also 

created a class of actuaries, known as "enrolled actuaries," vho 

vill be authorized to prepare the Yarious actuarial reports and 

statements required by the act. ERISA has, it was reported by Mr. 

Gillespie of the Buck firm~ created an unprecedented demand for 

qualified actuaries. 

The extension of provisions similar to those of ERISA to 

public employees• retirement systems appears likely within the 

next few years. A bill is already before Congress to accomplish 

this matter (H.R. 9155, 94th congress, 1st Session). If such 

legislation were to pass, there would be a correspondingly 

increasing premium placed on qualified actuaries. 

- Costs -

State-administered retirement systems paid a total of 

$24,900 for actuarial serYices in 1965. By 1974 the figure was 

$77,937. Employing the estimates of the retirement agencies 

themselYes, it is expected that in 1980, $73,200 will be spent to 

proYide actuarial serYices to the retirement systems. 

When the nonreiabursable actuarial costs of the 

Department of Insurance are added to the actuarial costs of all 

retirement systems, the ·grand totals of actuarial costs to state 

agencies becomes $38,172 for the year 1965; $119,457 for the year 

1974; and an estimated $114,642 for the year 1980. Appendix I 

shows the actual and estimated actuarial costs for each 

retirement system separately and the Department of Insurance for 

the years 1965 through 1980. Appendix J shows the actuarial cost 

trends for the retirement systeas and Department of Insurance 
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separately, while Appendix K shows the combined actuarial costs. 

Administrators of the retireaent systeas and the actuary 

for the systems pointed out to the Coaaittee that the peaks in 

actuarial costs coincide with legislati•e aodifications of the 

systems resulting in the need for nev evaluations of either the 

systems, the proposals, or both. 

- General Assembly -

During the meetings several of the Coaaittee•s 

legislator meabers raised the issue of the adequacy and 

av ailabili tty . ' of actuarial services to the General Asseably, 

especially in the area of e•aluation of legislatiYe proposals 

affecting the retirement systems. 

Some expressed concern that any actuary hired by the 

boards of trustees of the various retireaent systeas, because of 

his status as an employee of the agency, would not be as 

o·bjecti ve · in ·publicly evaluating pr-0,po·sed changes in the 

financing or benefits of the systeas as •ay be desired. 

It vas suggested that the General Asseably needs 

independent and objecti•e actuarial advice when passing on 

proposed modifications of the benefit or financial structure of 

the State-administered retireaent systems. 

10 



Te_!che!:§. • _!nd state ·: ~mployees ~ and. 14ocal Governmental Employees' 
Retirement system2: · 

l 

Financing 

Pursuant to the charge contained in Section 11.8 of 
.J • ._• 

Chapter 851 of the 1975 Session Laws, the committee in•estigated 

the financing structure of both of the largest State-administered 

retirement systems. The benefits a•ailable to aeabers of the 

TSERS and LGERS are financed from funds accruing from one or more 

of the following sources: employees• contributions, employers• 

contributions, direct appropriations by the General Assembly, and 

interest, di•idends and capital gains fro• in•estaents. 

Teachers, State employees, and local governmental eaployees have 

6~ of their ·compensation deducted to fund their respective 

retirement systems as employee contributions (G.S. 135-8 and G.S. 

128-30). The monies collected are deposited in the respective 

systems• annuity sa•ings funds. 

For the 1975-1977 biennium, the General Assembly 

appropriated funds for salaries for teachers and State employees 

based upon an employer contribution rate of 8.951 to the TSERS • 
.. 

The General Assembly also set aside additional sums in reserve 

for retirement . purposes. The General Assembly apparently relied 

upon a total maximum employer contribution rate of 9.121 in 

makin9 these appropriations. The Board of Trustees of the TSERS 

on July 1, 1976, set an employer's contribution rate of 9.221 of 

employees• compensation. 

Representative Claude t>eBruhl asked the Attorney 

General's office for an opinion on the extent of the power of the 

Board of Trustees to set the employer's contribution rate. The 

Attorney General's office responded that 
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the Board of Trustees of the Teachers• and State 
Employees' Retirement systea has the power to set an 
eaployer contribution rate for the Retireaent Systea • • 
• without regard to the rate used by the General 
Asseably in deteraining the aaount appropriated in the 
current Operations Budget Act (see Appendix L]. 

The actuarial assumptions as of December 29, 1975, upon · 

9hich the Teachers• and State Employees• and Local GoYernaental 

Systems are based are found in Appendix "· That same appendix 

shows the unfunded accrued liability of each systea in dollars 

and as a percent ·of payroll, the period in years to liquidate the 

unfunded accrued liability, and the dollar reserve for retirement 

allowances. Appendix N compares the liquidation period for 

unfunded accrued liability, the interest rate assumptions and the 

interest credited to •eabers• accounts in the two largest North 

Carolina systems to the systeas existing in seven other 

southeastern states. Unfunded accrued liability is the excess of 

the actuarial liability of a system over the value of the 

system's cas·h and inYestment. (See Bleakney, T. P.; Retirement 

Syst~~ !2!: Public Employees; Richard D. Irvin, Inc.; Homewood, 

Ill., 1972). 



The Coaaittee undertook an investigation into the aajor 

retire•ent benefits aYailable to presently retiring •e•bers of 

either Horth Carolina systea. An inquiry into how these benefits 

co•pared with those of siailar syste•s in other southeastern 

states was included in the investigation as was directed by 

Section lt.8(2) of Chapter 851. 

The second part of the coaaittee•s probe into the 

systeas• benefit structures concerned the relative adequacy of 

the benefits of eaployees vho have already retired. The 

coaaittee looked at what provisions had been aade to assure post-

retireaent adjustaents under the Borth Carolina systeas.. The 

coaaittee undertook a survey to co•pare the Borth Carolina post~ 

retirement adjustaents to benefits with those of 60 other 

jurisdictions. Another Coaaittee surYey, eaploying hypothetical 

retirees in specific fact situations, sought to illustrate 

generally how the benefits received by individuals already 

retired fro• one of the Horth Carolina systeas coapared with 

those receiYed by past retirees of si•ilar systeas in other 

southeastern stat~s. 



Pr~sently Retiring !embers 

A common feature of aost retirement systems is the 

"leapfrogging effect," which is the catching up or surpassing by 

one retireaent system the benefits sought and received earlier by 

•embers of another system. 

The phenomenon of leapfrogging has been known to occur 

in the public employee retireaent systeas of this State. The 

most recent example happened during 1975 and 1976. By Chapter 

457 of the 1975 Session Lavs (First Session, 1975), which became 

effective on July 1, 1975, the General Assembly increased 

substantially the benefits received by those aeabers of the TSEBS 

retiring after that date. 

During the deliberations of this Coamittee, the 1976 

General Assembly, by Sections 125 through 130 of Chapter 983 of 

the 1975 Session Lavs (Second Session, 1976) attached as Appendix 

o, granted to members of the LGEBS retiring after July 1, 1976, 

the same .increases in benefits which had been granted a year 

earlier to teachers and State employees, and the General Assembly · 

increased the employers• contribution rate in· the LGEBS to 61 of 

employees• compensation. This report discusses the benefits of 

each system as the}itvere in effect on July 1, 1976 • . 

- Noraal SerYice Retirement -

A North Carolina teacher or State employee, or a aeaber 

of the LGERS, may receiYe a normal serYice retireaent allowance 

after completing 30 years of creditable serYice regardless of age 

or on or after his 65th birthday, regardless of service. The 

nor•al serYice retirement allowance is equal to I 1/21 of aYerage 
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final compensation of the retiring member multiplied by the 

nuaber of years of creditable serYice (G.S. 135-S(bS) (I), G.S. 

128-27(b5) (I). The citations to Chapter 135 of the General 

statutes refer to the TSERS and the citations to Chapter 128 of 

the General Statutes refer to the LGERS). The allowance is paid 

annually in equal monthly installments (G.S. 135-1 (3) and (16), 

G.S. 128-21 (3) and (15)). 

The term "average final compensation" is defined as 

the average annual compensation during the four 
consecutiTe calendar years of aembership serYice 
producing the highest such average [G.S. 135-1 (5), G.S. 
128-21 (5) ]. 

Important in figuring the noraal service retire•ent 

allowance is the number of years of creditable service rendered 

by the employee. In addition to the serYice that the employee 

rendered while a member of the applicable system, other types of 

creditable serYice include but are not limited to serYice vith 

employer prior to the creation of the retirement systems; sick · 

leaYe standing to the credit of the employee upon retirement; 

restored previous creditable service lost when funds in a 

retirement account are withdrawn; ser•ice in the United States 

Armed Forces; service credit purchased for service previously 

rendered to any state, territory or other governaental 

subdiTision of the United States; and ser•ice rendered while on 

leave of absence (G.S. 135-4, G.S. 128-26). 

While pursuing its in•estigation of the benefit 

structure, the Committee receiYed letters from citizens of this 

State requesting that the laws regarding creditable service be 

amended so as to permit credit under the TSERS for periods of 

service with the federal government. Mr. Lloyd Isaacs, a 
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Committee member, informed the Committee that this proposal vas 

rejected by the General Assembly in 1974. 

Mr. William H. Hambleton, of the Department of the state 

Treasurer, stated that he belieYed that this type of transfer 

should not be recognized because not only were there no 

contributions to the system at the time of such . employment but 

also federal governaent retirement systems do not recognize 

credit for State service. 

- Unreduced Retirement Benefits -

As has been mentioned under the preceding heading, a 

member of either North Carolina system, upon coapleting 30 years 

of creditable service, may receive his normal service retireaent 

allowance unreduced because of his age at retireaent. Rouse 

Resolution 1200 of the 1975 Session directed a study of the 

advisability of only providing unreduced retireaent benefits to 

~!! · State employees, regardless of their age at retirement, who 

1. have retired prior to July 1, 1973; 

2. have been a aeaber of the TSERS and have contributed 

to that system for 30 or more years. 

At the outset it is necessary to highlight two 

significant points in the Resolution as drafted and passed. The 

Resolution speaks only to consideration of 

1. unreduced retireaent for State eaployees with prior 

service, n21 teacher~; and 

2. providing such benefits to those vho have 

contributed to the Teachers• and state Employees• 

Retirement System for 30 years or more. The 

Resolution seeks to restrict the study to those 
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with the applicable period of meabership in the 

system and specifically exempts out-of-State 

service from consideration. Arguably it also would 

exempt all other creditable service granted under 

G.S. 135-4 fro• co•putation in the formula for 

unreduced retirement benefits. 

Mr. Dennis Ducker, Assistant Director of the E•ployees• 

and Health Benefits Division of the Department of the State 

Treasurer, argued to the Committee against the extension of such 

unreduced retiremen-t stating that "traditionally, changes in 

benefit structures coae prospectiYely and that the making of 

every benefit change retroactive (to prior retirees) ••• would, in 

effect, cause the system neYer to be able to make any changes 

because of the immense cost" inYolYed in aaking retroactiYe 

payments. 

Mr. William H. Hambleton, Director of the Retire•ent and 

Health Benefits Division of the Departaent of the State 

Treasurer, stated that 

the basic premise of a retirement system (is that) the 
indiYidual is entitled, at the tiae he retires, to the 
benefits which the law provides at that tiae • . 

He also stated that he belieYed the extension of 

unreduced retirement benefits to only those who had r~tired with 

30 or more years of membership serYice to be an unfair liaitation 

since under the present law the unreduced retirement benefit is 

figured on all serYice creditable under G.S. 135-4. Impliedly, 

teachers should be treated equally with State eaployees for 

purposes of receiYing benefits from the system. 

Mr. Hambleton presented to the Committee figures 

compiled by his off ice on all State employees .!]!g teachers who 
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haYe retired prior to July 1, 1973, esti•ating the costs of 

implementing unreduced retireaent for these persons (see Appendix 

P). He told the Coaaittee that if the General Asseably vere to 

grant unreduced retireaent benefits to all teachers and State 

employees vho retired ·between July 1, 1971, and June 30, 1973, 

who had 30 or more years of membership serYice, 156 retirees 

would be affected. That benefit revision would cost $925,027. 

If the benefit was extended to those aeabers retiring during that 

same period who had 30 or aore years of serYice presently 

creditable under G.S. 135-4, it would affect 495 persons and cost 

$2,935,050. Appendix P shows the cost of extending such benefits 

to all past retirees. The Departaent of the State Treasurer 

estiaates that such a benefit revision would cost a total of 

$16,904,603. 

- Vesting of the Right to Retire -

The right to retire on a deferred retirement allowance 

upon attaining 60 years of age deYolYes upon each aeaber of 

either system who has completed at least five ~ years of creditable 

serYice and who has left his total accuaulated contribution in 

the applicable system (G. s. 135-3 (8) (a), G. s. 128-24 (8) (a)). 

- Early Retireaent -

A aember of either system may retire before coapletion 

of 30 years of creditable service or reaching his 65th birthday. 

The benefit structure of the systems, howeYer, discourages early 

retirement. 

A teacher, state or local goYernaental employee, or · a 

former such individual having five or more years of creditable 

18 



service may retire early between the ages of 60 to 65. His 

retirement allowance will be figured on the same basis as the 

normal service retirement allowance and will be reduced I/4th of 

'' of that allowance for each month that the retirement date 

precedes his 6 5th birthday (G. s. 135-5 (b5) (2) , I 28-27 (I 5) (2)) • 

A member of either system may retire betve~n the ages of 

50 and 60 if he has 20 -or more years of creditable service. such 

an indi•idual•s retirement allowance will be equal to the 

deferred allowance otherwise payable at age 60 but further 

actuarially reduced to his age at retireaent (G.S. 135-3(8) (b), 

12 8-27 (b) (5) (2A) • 

- Disability Retirement Allowances -

A member of either system, who has at least fi•e years 

of creditable service and who is certified as mentally or 

physically unable to further perfora duty aay be retired on a 

disability retirement allowance if the incapacity was suffered at 

the time of active employment and is likely to be permanent (G.S. 

135-S(c), 128-27(c)). The disability retire•ent allowance will 

be computed on the same basis as the noraal ser•ice retireaent 

allowance as if the disabled retiree had continued in his 

employment until age sixty-fi•e (G.S. 135-5(d3), 128-27(d3)). 

- Options In Lieu of Maximum Allowance -

Upon noraal service, disability, or early retirement, 

the retiree may select either the maximua allowance outlined 

above which ceases at his death or one of the six optional plans 

set forth in either G.S. 135-S(g) or 128-27(g) • . The options have 

been designed to pro•ide financial protection for the retiree's 
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f a•ily at his death. 

- Death Benefit -

The designee of a teacher or State eaployee, who has 

coapleted one year of •e•bership serYice and who dies in ser•ice, 

receives as a death benefit an aaount equal to the ·deceased 

aeaber•s coapensation earned in the year preceding his death, not 

to exceed fifteen thousand dollars (G.S. 135-5(1)). Death 

benefit ·pro•isions identical to those for teachers and state 

employees are proYided to •eabers of the LGBRS whose eaployers 

agree to the provisions (G.S • . 128-27(1)). 

During the Coaaittee•s discussion of death benefits, Br. 

Lloyd Isaacs pointed out that under G.S. 143-166.1 through 143-

166.7 a death benefit of twenty-five thousand dollars is paid to 

the sur•i•ing spouse, dependent child or other dependent of a lav 

enforcement officer, fireman, rescue squad worker and Civil Air 

Patrol member vho dies while in discharge of his official duties. 

ftr. Isaacs stated that he believed that death benefit provisions 

should be the saae for all public officers and go•ernaental 

eaployees under the Horth Carolina retireaent systeas. 

- sur•i•or•s Alternate Benefit -

Boraally upon the death in ser•ice of a aeaber of either 

syste• a return of that aeaber•s contributions plus accrued 

interest is aade to a person designated beforehand by the 

deceased aeaber. However, if, when he died in service, the 

aeaber was oYer 55 years of age, or had 30 or aore years of 

creditable service, or had been eligible to retire early, the 

designated beneficiary aay choose a aonthly benefit for life 
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instead of the return of the deceased•s contributions and accrued 

interest (G.S. 135-5(m), 128-27 (m)). 

- Disability Salary Continuation Plan -

G.S. 135-34 directs the Board of Trustees of the TSBRS 

to establish a disability salary continuation program for 

teachers and State employees with one or more years of serYice. 

The purpose of the program is to provide these t eachers and State 

employees who are disabled for a continuation o f a reasonable 

portion of their normal salaries. 

These individuals will recei•e 601 of their basic 

monthly salary up to a maximum of $1,000 a month. Benefits from 

this Plan are coordinated with benefits which that disabled 

indi•idual may be eligible to recei•e from other plans. 

Coordination means that this Plan will provide 601 of the 

disabled indiYidual•s basic monthly salary (up to a •axiaua of 

s1,ooo a •onth) when added to what other benefits the disabled 

individual might be eligible. These other benefits include 

Social Security, Workmen's Coapensation, and retireaent payaents. 

The Plan was created in 1971. The General Assembly last 

a ppropriated funds for the Plan for the 1974-1 9 75 fiscal year. 

Benefits now being receiYed under the Plan are bei nq paid from 

reserv e funds. 

As of December, 1976, there were 763 pe rsons receiving 

monthly benefits under the Plan. As of December 31, 1975, there 

we re about 170,000 actiYe members of the ·Pl an. For the t975 

c alendar year there were assets in the fund o f $16,625,953; an 

ou t flow of Sl,023,984; and estimated claims liabilities of 

$6 ,393,380. The Systems• actuary estiaates that this Plan should 
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be funded at 0.1561 of gross payroll of teachers and State 

employees. 

- Retireaent Benefits as a 

Percentage of AYerage 

Final Annual Coapensation -

The Department of the State Treasurer, upon request, 

supplied the Comaittee with inforaation shoving the annual Social 

Security and retirement benefits received by a teacher or State 

employee vho retires at the present tiae on his 65th birthday 

with 30 years of creditable service in the ·systea at specified 

aYerage final annual coapensation leYels fro• S6,000 to $25,000 

(See Appendix Q). 

The chart shows· that at each level of coapensation the 

annual retirement benefit is 451 of the aYerage final annual 

compensation. 
l 

When Social Security benefits are added to those 

receiYed from TSERS, the total ranges fro• 1031 of aYerage final 

compensation at the $6,000 level to 641 ·at the S25,000 level of 

aYerage final annual coapensation. Under the benefit f oraula 

which caae into effect on July 1, 1976, the saae figures would 

also be applicable to siailarly-situated aeabers of the LGBRS. 

- Coaparison of Systea•s Betireaent 

Benefits to those of Selected Pri•ate 

Borth Carolina Eaployers -

The tables in Appendix R shows how the benefits proYided 

by the largest Borth Carolina public eaployee retireaent systea 

coapare with those of selected pri•ate eaployee ·systeas in this 

State. · Although the -tables coapare the benefits to presently 
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retiring members of the TSERS, it is, of course, equally 

applicable to the .schedule of benefits of the LGERS which became 

effectiYe on July 1, 1976. 

For the comparison five priYate retirement plans were 

examined. The table indicates that of the systeas examined the 

North Carolina teacher or State employee or, by extension, the 

local governmental employee, in the hypothetical fact situation 

giYen, would receive more by way of a total retirement benefit 

(including social Security benefits) than an employee of any of 

the private firms. However, four of the five private employers• 

plans do not require any contribution by the employee and thus 

are basically pension plans. 

- Comparison of North Carolina's Benefit Structure with those of 

Selected other States -

The Committee asked the Departaent of the State 

Treasurer to produce charts comparing the retireaent benefits 

aYailable to North Carolina teachers and State and local 

goYernmental employees with those in seYen other Southeastern 

States--Alabama, Florida, Georgia, Kentucky, South Carolina, 

Tennessee and Virginia. Three separate charts were necessary 

because some states--Alabama, Georgia, and Kentucky--haYe 

separate systems for teachers and for state employees. These 

charts are attached as Appendices s, T, and u. 
The comparison of teachers• benefits, Appendix s, page 

Ir shows that the vesting -period for North Carolina teachers, 5 

years, is surpassed only by Tennessee's 4 years, equals the 

Kentucky and Virginia periods, and surpasses those of the other 

four states. The vesting periods for state employees in the 
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southeastern states, Appendix T, page 1, are the saae as for the 
I 

teachers with the exception of the Kentucky systea, which is 3 

years higher than that of the Horth Carolina systea. The 

comparison for local governaental eaployees, Appendix u, page 1, 

shows that the Horth Carolina Yesting period again is surpassed 

only by Tennessee, equals that of Virginia, and is aore liberal 

than that of the other four states having such a systea. 

Creditable serYice, page I of each coaparison, granted 

to Horth Carolina State and local goYernaental eaployees and 

teachers is generally as liberal as any of the other systeas 

studied. The South Carolina systeas allow periods of aaternity 

leaYe to be coaputed in deteraining creditable serYice. 

~~ to deteraine average . final coapensation--the four 

consecutive years producing the highest coapensation in the 

career for Horth Carolina teachers, state and local governmental 

employees--are compared on page I of the Appendices. The surYey 

shows that this state's provisions in this regard are generally 

in the •iddle of the systeas studied. Por teachers and local 

goYernaental employees, four states ha•e aore stringent 

provisions and three states reduce to three years the foraula to 

determine aYerage final coapensation. 

The comparison of each state's forau1as for -noraal, 

disability and early -retireaent allowances are found on page 2 of 

each of these Appendices. Horth .Carolina's percentage factor, I 
~ 

1/21, in the formula for noraal retireaent benefits, is not as 

great as the majority of the other states studied • . 

Annual costs of increasing the present benefit f oraula 

by changing either the percentage figure or lovering the nu•ber 

of years to deteraine aYerage final coapensation or both are 
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found in the tables below. 

systems• actuary. 

The estimates are those of the 
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TABLE A 

Costs of Increasing the Percentage Factor While Retaining the 

Current Four Years to Deteraine Average Pinal coapensation in the 

Teachers• and State Eaployees• and Local GoYernaental Eaployees• 

Retirement Systems. 

Increase in Percentage 

Factor 

Percentage of 

Necessary Increase 

in Employer -Contri-

buti2]l Rate 

Teachers• and State Employees• Retireaent Systea 

1. 55 

t.60 

1.65 

I. 70 

1. 75 

.60 

I ·· 20 

, _ 81 

2.41 

3.01 

Local GoYernaental Baployees• Retireaent systea 

1.55 

1-60 

1-65 
, _ 70 

•• 75 

26 

.53 

I· 05 

1.58 

2.11 

2.63 

Estiaated · 

Annual 

Cost 

(in dollars) 

8,695,289 

. 17,390,578 

26,230,788 

34,926,077 

43,621,366 

1,336,541 

2,61J7,864 

3,984,405 

5,320,945 

6,632,269 



TABLE B 

Costs of Increasing the Percentage Factor While Reducing to Three 

Years the Number of Years to Deteraine Average Final Compensation 

in the Teachers• and State Employees• and Local GoYernmental 

Employees• Retirement Systems. 

Increase in Percentage 

Factor 

Percentage of 

Necessa~I Increase 

Eaplo1er 1 § ·Contri-

bution ~ 

Teachers• and State Employees• Retirement System 

I· 50 .34 

I. 55 .95 

1.60 I. 56 

I. 65 2.18 

I· 70 2.79 

1. 75 3.40 

Local Governmental Employees• Retirement System 

I· 50 .30 

1. 55 .83 

1.60 I. 37 

1.65 1. 90 

1.10 2.44 

1.75 2.97 
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Estimated 

Annual 

Cost 

(in dollars) 

4,927,330 

13,767,541 

22,607,752 

31,592,884 

40,433,094 

49,273,304 

756,533 

2,093,074 

3,454,832 

4,791,373 

6,153,f 32 

7,489,672 



The comparison on the aatter of · unredyced service 

retirement is found on page 3 of Appendices s, T, and o. These 

sheets show that North Carolina, with its provisions for 

unreduced service retirement after thirty years of creditable 

service, is as generous as any of the other studied systeas for 

teachers or state and local governaental eaployees. 

On the same page is shown the death -benefit foraulas of 

the systems. The Committee noted that two of the states had no 

death benefit provisions for teachers and that two others, 

Alabama and Kentucky, would probably grant, in a case by case 

deteraination, less than North Carolina in death benefits. The 

other three systems would have to be compared on a case by case 

basis. Again, the North Carolina systea for teachers is probably 

more generous than a majority of the other systeas observed. 

substantially similar conclusions could be drawn about 

comparisons of the state and local governaental employees• 

systems. 

Proa the comparison on page 3 of the Appendices 

regarding Social Security Integration, the Comaittee observed 

that the majority of systems, including those of Borth Carolina, 

make their retirement benefits additional to those of Social 

Security. Kentucky teachers• and local governaental employees• 

systems benefits are not integrated with the Social Security 

benefits and thus these groups do not receive Social Security 

benefits for their work under those :systeas. Virginia liaits its 

retirement benefits to its teachers and state and local 

governmental employees to 100~ of average final coapensation plus 

one half of the Social security benefit. 
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- Hypothetical ·Fact Situation Comparisons -

The Committee realized that a bewildering number of 

factors among them; percentages, years of creditable service, 

years to determine aYerage final compensation and integration 

with Social Security benefits are computed in a normal, 

disability, or early-retirement allowance formula. 

The committee was concerned with how an indiYidual's 

normal retirement allowance, given a particular fact situation, 

Yaries from system to system. The Committee asked the Departaent 

of the State Treasurer, in its survey of the other southeastern 

states, to inquire what an indiYidual retiring on July I, 1976 

would receive from the various systems. The results of this 

study will be found in each of Appendices s, T, and U on page 4 

to the left of the double line. 

The hypothetical situations given were those of the 

particular type of employee retiring on July 1, 1976, at the age 

specified, earning $10,000 for the last 10 years preceding 

retirement and having 30 years of creditable service within the 

specified system. 

Such a North Carolina teacher, retiring at age 62, would 

tie fourth from the highest in total monthly benefits (for the 

purposes of this report defined as the total of the retirement 

systems and Social Security benefits) receiYed of the eight 

systems studied. If he retired at age 65, his total monthly 

benefits would again tie with those of his fellow teachers from 

Virginia but his ranking would decrease by one to fifth. 

Kentucky does not contribute to the Social Security plan 

for its teachers but does for its state employees. 
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reason, the place•ent of a North Carolina state employee in the 

given hypothetical situation retiring at age 62 or at age 65 

would slip an additional place in each. 

The total monthly benefits of a North Carolina local 

goYernmental employee retiring at age 62 would rank after two of 

the seYen state systems haYing such systeas. Georgia has none. 

Retiring at age 65, such an employee's total aonthly benefits 

would tie for last place with those of a siailarly-situated 

employee in Virginia. 

The table below shows another coaparison using the saae 

figures obtained from the hypothetical fact situation. 



TABLE C 

comparison of North Carolina Total ftonthly Benefits (Retirement 

System's plus Social Security's) for a Hypothetical fteaber 

Retiring at the Present to the AYeraqe Such Benefits of the 

States surveyed• as of July 1, 1976. 

Teachers · 

Age 62 

Age 65 

state Employees 

Age 62 

Age 65 

Local ·GoYernmental 

Employees 

Age 62 

Age 65 

North Carolina 

(in dollars) 

. 654 

743 

654 

743 

654 

743 

•Rounded off to nearest dollar 
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Average of States surveyed 

(in dollars) 

656 

744 

679 

790 

676 

778 



Past Retirees 

- Cost of Living Adjustaents 

Fiscal Years 1975-1976 and 1976-1977 -

The ·General Assembly has in past years granted increases 

in benefits paid to past retirees and other beneficiaries of both 

systems (G. s. . I 35-5 (j), (k), (o), (p), (q), (s), (t), (u), (v), 

{w) and (x}; I 28-27 (j), (k), (n) , (o) , {p), (q), (r), {s) and 

(t)). Most of these provisions •andate a fixed percentage of 

amount of benefit increase. In 1975 and 1976 the General 

Assembly granted to beneficiaries of the TSERS and LGERS up to an 

8~ increase each year in their retireaent allowances, provided 

that the increase does not exceed the cost-of-living percentage 

increase for the particular year. The cost of these increases 

were to be borne from the funds of each system. (G.S. 135-S(v) 

and {w); 128-27 (r) and (s)). Using this formula, an 8~ cost-of-

living increase was granted to beneficiaries on July 1, 1975, and 

a 71 increase was so granted on July 1, 1976. 

- Per•anent Provisions -

The permanent provisions for increases to retirement 

benefits paid under each system are found in G.S. 135-S(o) and 

G.S. 128-27(k). The statutes clearly tie the increases to be 

granted to the consumer Price Index and thus to cost-of-living 

increases. These statutes provide that the gains are to be 

calculated to the nearest one-tenth of one percent (1/10 of II) 

rise in the Consumer Price Index but shall not exceed four 

percent (41) each year. The law governing the TSERS states that 

cost-of-living increases are effective only if the additional 

liabilities resulting from these increases "do not require an 
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increase in the total employer rate of contributions". 

The increases granted under these sections are 

permanent, that is, the granted gains will not be affected by a 

future decrease in the Consumer Price Index. Also the preYiously 

granted increases are to be computed into determining any future 

increase. 

- Comparisons -

. The Committee vas interested in learning what other 

states• public employee retireaent systems had done with respect 

to permanent or continuing cost-of-liYing increases for past 

retirees. The Department of the State Treasurer vas asked to 

make such a survey. The result is attached as Appendix v. 
Of the 79 systems polled nationwide, the Department of 

the State Treasurer received 61 responses or 771 of the systems 

asked. These responses represented retirement systems in 42 of 

the states. 

Mr. Hambleton informed the Comaittee that most states, 

North Carolina aaong them, have followed the "ad hoc" approach to 

cost-of-living increases. The states using this approach have 

granted single increases from time to time; and the increases are 

supported by direct appropriation. 

Of the 61 systems responding to the survey, 37 have 

permanent or continuing provisions for cost-of-living increases, 

and 24 do not. In those systems having permanent or continuing 

cost-of-living provisions, 5 of the systems grant a percentage 

increase in benefits each year, 22 tie the increases in some way 

to a consumer price index and 10 other formulas. 

latter group the following proYisions are of interest: 
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Maine combined systems--retired aeabers 
increases identical to percentage increases in 
for acti•e employees, and 

recei•e 
salary 

Minnesota teachers system--increases granted when 
inYestment yield is 21 in excess of the assumed rate. 

Besides investigating the various peraanent cost-of-

liYing adjustment formulas, the Committee learned how the noraal 

retireaent benefits which are received by past retirees of the 

North Carolina systems and which include past cost-of-li•ing 

adjustments compare with those of other systems. The committee 

asked that the surYey of other southeastern states conducted by 

the Department of the State Treasurer contain a table shoving 

what a hypothetical past retiree would receive as retireaent 

benefits under the Yarious systems. The comparison vill be found 

in Appendices s, T and U on page 4 to the right of the double 

line. 

The hypothetical fact situation given is that of a past 

retiree in each of the North Carolina systems vho retired fi•e 

years ago at a particular age having earned $10,000 a year for 

the last 10 years of his employment, and ha•ing 30 years of 

creditable service at his retirement. 

The total monthly retireaent benefits (retireaent 

system's benefits plus Social Security benefits) of a North 

Carolina teacher or state employee in the given hypothetical fact 

situation vho retired at age 65 would list third from the bottom 

in a ranking of such benefits received by similarly-situated past 

retirees of the other states• systems. The total aonthly 

benefits of a past retiree of the North Carolina Local 

GoYern•ental Employees• Retirement system vho retired at age 65 

given the hypothetical fact situation would rank behind four of 
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the seYen southeastern states ha Ying local goYernmental 

employees• retirement systems. 

The table below shows the total monthly retirement 

benefit paid to a North Carolina teacher, state or local 

goYernmental employee and the aYerage benefits paid to similarly-

si tuated past retirees of all systems. 
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TABLE D 

Comparison of Horth Carolina Total ftonthly Retireaent Benefits 

(Retireaent Systea•s plus Social Security's) for a Hypothetical 

Past Retiree to the AYeraqe such Benefits of the States sur•eyed* 

as of July 1, 1976. 

Teachers 

Age 62 

Age 65 

state Eaployee§ 

Age 62 

Age 65 

Local Governaental 

Employee§ ** 

Age 62 

Age 65 

Borth cag;olina · 

Past Retiree 

(in dollars) 

659 

7fl I 

659 

741 

659 

741 

* Rounded off to nearest dollar 

Average Past 

Retireaent 

(in dollars) 

661 

774 

661 

774 

661 

774 

** Georgia does not ha•e a statewide local governaental e•ployee 

retire•ent systea. 
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- Price of Cost-of-LiYinq Increases -

The retirement systems• actuary gave the Coaaittee his 

estimates of the annual cost of pro•iding a pera~n~nt cost-of-
~ ) 

living increase to both .systems and its reflection as an increase 
r- . ~· 

in the percent of employer's contribution rate. The table below 

sets forth these f iqures. 

t. 
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TABLE E 

Estimates of Cost and Increase in Employer Rate of contribution 

in Providing a Permanent Cost-of-Living Increase under the 

Teachers• and State Employees• and Local GoYernaental Employees• 

Retirement Systems 

Percent of Annual 

Cost Of ·LiYing 

Increase 

Estimated Percentage 

Increase in Em ployer 

Rate 2f Contribution 

Teacher la' w ~te Employees• Retirement syste• 

I· 95 

I /2 2.93 

2 3.90 

2 I /2 4.88 

3 5.85 

3 4/2 6.83 

4 7.80 

Local -GoYernmental Employees• Retire•ent system · 

1. 10 

1/2 2. 55 

2 3.110 

2 1/2 4. 25 

3 5. IO 

3 1/2 5.95 

4 6.80 

38 

Estimated Annual 

~ in Dollars 

28,259,689 

42,461,994 

56,519,378 

70,721,683 

84,779,067 

98,981,373 

113,038,756 

4,287,018 

6,430,527 

8,574,035 

10,117,5114 

12,861,053 

15,004,562 

17,148,071 



OperatiQ! 

The Committee on Retirement Systems Ratters inYestigated 

the admini tration of each of the retirement systems financed in 

whole or in part by the State. The Coaaittee heard from 

officials in the Department of the State Auditor, who adainister 

the Law Enforcement Officers• Benefit and Retireaent Fund and the 

Firemen's Pension Fund. Officials from the Departaent of the 

State Treasurer also spoke to the Committee on the .retireaent 

systems whi6h they administer: TSERS, LGERS, the Uniform 

Judicial Retirement System, the Uniform Solicitorial Betirement 

System, the Uniform Clerks of court Retirement Systea, and the 

Legislative Retirement Fund for those legislators whose riqhts 

Yested prior to that Fund's repeal (G.S. 120-4.2). 

Mr. Hambleton of the Treasurer's Office also presented 

the Committee with a 1974 surYey of the cost of administration of 

Yarious public eaployee retirement systems in 53 Aaerican 

jurisdictions (see Appendix W) • Of the systeas on which 

information was aYailable the aYeraqe annual cost of 

administration was S8.85 per meaber, while in the North Carolina 

Teachers• and State Employees• Retirement Systea the aYeraqe 

annual cost of administration was S4.68 per aember. 
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FINDINGS AND RECOMMENDATIONS 

Pursuant to Chapter 851 of the 1975 Session Laws (First 

Session, 1975) and House Resolution 1200 of the 1975 General 

Assembly, the Legislative Research Comaission•s Coaaittee o n 

Retirement Systems• Matters makes the following findings and 

recommends the following courses of action regarding the subjects 

of its inquiry: 

Pindi,Ag i: The present actuarial services - ~dered - to · 

t he Yarious State-administered retireaent -systeas appear to be -

~deguat e in •iew of their availability, quality, ~ and costs. 

Repr esentati•es of each of these retirement systeas have voiced 

the satisfaction of each systea•s respectiYe board of trustees in 

t he work of its actuary--George B. Buck Consulting Actuaries, 

Inc. 

That firm is one of the oldest and aost respected 

actuarial firms in this country. The depth of the expertise of 

the Buck firm, which has oYer 400 employees, is reflected in the 

fact that it services the employee benefit plans of aore than one 

thousand clients. These clients run the gamut froa industrial to 

every level of governmental activity. 

GiYen the cost projections supplied by the Departaents 

of Insurance, State Auditor and State Treasurer, the savings in 

cost of actuarial ser•ices would not be likely. 

Finding_ ~: Becaus~ of the long-standing relationship 

between the retirement §ysteas and the present actua~, the 

boards of trustees of the - respectiYe · systeas have not given · 
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serious £Qnsideration to awarding the · ~uarial serYices ·contract · 

to another firm. 

Findi.ng 1· The ·actuarial serviceS·llQ!. rendered to -the 

General Assembly .!!_~ inadequate. The General Assembly--the 

principal policy-making body in state govern•ent--must presently 

depend almost entirely upon an employee of the agencies involved 

to eYaluate the financial effect of proposals which the agencies 

aake. The research arm of the General Asseably relating to aoney 

matters--the Fiscal Research DiYision of the LegislatiYe Ser•ices 

coamission--does not nov employ an actuary. Actuarial reports on 

and Yaluations of each of the retireaent systems are not nov 

distributed, as a matter of course, to the membership of the 

legislature or to the LegislatiYe Library. These iteas are 

available only upon request by legislators. 

Recommendation 1: ! DiYision of Actuarial SerYices 

shoul~ .!!Q1 ~ be :established within the Departaent of the State 

Treasu~. The Committee has carefully researched the needs of 

all State agencies now receiYing the serYices of an actuary. The 

Coamittee has concluded that, because of the differences in the 

types of actuarial services needed by the Departaent of Insurance 

and the retirement systems, and the uncertainty resulting from 

federal pension reform legislation as to numbers and costs of 

aYailable actuaries, the establishment of a single State 

actuarial agency at this time would be impractical. The 

Committee notes here that North Carolina's proposed establishment 

of such a single agency is without precedent in the 40 

jurisdictions responding to a survey on this matter. The 

Committee feels that should a State actuarial serYices agency be 

established, the agency should be fully independent of any state 
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department employing the ser•ices of the agency. 

Recommendation 1: lhe authority of the boards of 

trustees of each retirement system to select their .Ql!D. actuaries 

should not be changed 1!2.!· The selection of professionals, such 

as actuaries, is a decision adainistrati•e in nature. The 

•arious retirement systems• boards ha Ye the iamediate 

responsibility of administering and controlling the functioning 

of each system. An integral facet of the direction and control 

of each system is the supervision of its imaediate and future 

financial well being. The role of the actuary is critically 

important to the functioning of each system. Since a close 

working relationship is necessary between the actuary and 

governing board, the Committee is of the opinion that the 

statutory structure regarding employment of actuarial serYices by 

retirement systems ought to be continued in its present fora for 

the immediate future. 

Recommendation -1: 1he board -of -trustees of each system, 

priQ~ to ·teraination of the current -contracts with the actuary, 

should ~xaai~ the gualities -of all -firas vhich -haYe ·!_!! ·interest -

in providing actuarial -services ·1Q ·the -systea, and ought . to award 

!he · ill!!. contract to · the firm which · would · be best -for the 

retirement system. In !he event that - two .Q!: ~firms, ~ of 

which is · ~ · resident-of this state, ~equal in guali!i, cost and 

al! oth~ relevant factors, then !he board of trustees should · 

prefer - the · No~th · Carolina·fir• · in - awarding the contract. 

The Committee believes that there may well be firms in 

North Carolina which can provide ·actuarial services similar in 

cost and quality to those now pro•ided the systems by the out-of-

state firm. As stated above, the Committee would leave the 
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determination of who is to be the actuary vith the boards of 

trustees. 

The Committee is of the opinion that, insofar as is 

possible and practical, the State should favor its citizens with 

its business. Thus the coamittee belieYes that the boards of 

trustees of the respective systeas should re-evalaute the 

serYices now rendered their systems. Where a North Carolina fir• 

is willing and able to provide actuarial services at the same or 

lesser cost and of the same excellent quality as the present 

provider, the new actuarial services contract ought to be awarded 

to a firm resident in this State rather than to an out-of-state 

firm. 

Rec2mmendation · !· The Qepartments of the state -Auditor -

and -of -the State Treasurer - shoyld study the · possibility of · 

reducing the system~' actuarial-QQsts relating -to data processing -

!cr inteqratiQn -of ·the present ~ary~ - software and - expertise 

with the ~e's - computer. 

Information was obtained from the present actuary that 

for the calendar year 1975 the actuary billed the Teachers• 

System, the Local GoYernmental System, the Lav Enforceaent System 

and Firemen's Pension Fund a total of $74,900. Of that sum, 

$36,000 was a result of data processing fees. In 1974 the 

comparatiYe figures are--$84,850 in total charges, of which 

$38,000 was for data processing • . (See Appendix I). 

The Committee has been told by other actuaries that 

significant savings in actuarial cost might be had by integrating 

the data processing function now performed by the actuary in Nev 

York with the State computer system. 

Recogni~ing again that the conduct of the actuarial 
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services function is basically adainistrative rather than 

legislatiYe in nature, . the Coamittee recoaaends that the 

retireaent systems themselves study the possibility of reducing 

actuarial costs. The study should focus on: 

1. Comparing marginal cost per hour of additional 

utilization of the State's computer with the aYerage cost per 

hour of the computer used by the present actuary; 

2. possible saYings which aight be realized by the 

eliaination of duplicate records; 

3. possible saYings in clerical costs by use of North 

Carolina personnel rather than the more expensive Bev York 

clerical personnel; and 

4. possible savings in reduction of travel expenses. 

Recommendation 2· The General Assembly should establish 

~ permanent Joint Coaaittee QR Retirement to engage in g 

continuous ~tudy of the · State-adainistered retireaent -systeas 

(see Appendix Y). The Coaaittee belieYes that the General 

Asseably 

both the 

systeas. 

needs adequate and independent actuarial eYaluations of 

retireaent systeas and proposed changes to those 

The Coaaittee proposes that by statute separate 

standing Coaaittees on Betireaent be created in each house of the 

General Asseably. The Coaaittee also proposes that these 

coaaittees hold joint aeetings as the Joint Coaaittee on 

Retireaent. The legislati•e proposal would designate the Joint 

Coaaittee on Betireaent a joint coaaittee of the General 

Asseably. Thus under the pro•isions of Article SA of Chapter 120 

of the General Statutes, the Joint Coaaittee on Retireaent aay 

issue subpoenas, exaaine witnesses under oath and has conteapt 
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powers. 

The proposed Joint Comaittee on Retirement would be 

directed to study all aspects of retireaent and pension 

financing, planning, and operation for public officers and 

employees within the state. The Joint Committee would be 

specifically charged with issuing a written document on each 

piece of retirement or pension legislation setting forth, aaong 

other matters, an estimate of the cost of that legislation and an 

eYaluation of the legislation's actuarial soundness and adherence 

to sound retirement and pension policy. That document would 

accompany the bill vb.en it is reported by the Coamittee on 

Retirement to which it has been referred. 

To aid the proposed Joint Committee in its work, the 

LegislatiYe Ser•ices coamission would be authorized to proYide 

the Co•mittee with staff assistance. 

The proposed General Statutes Section 120-113 would 

specifically require that the Legislative Services Coa•ission 

proYide the Committee with actuarial assistance which is 

indispensable to an effectiYe eYaluation of the systems. 

The committee, in recommending the establishment of a 

permanent body to eYaluate North Carolina public employee 

retirement systems, notes that this idea has gained acceptance in 

other states, aaong them Florida, Illinois, Louisana, 

Massachusetts, Minnesota, New York, Ohio, South Carolina, South 

Dakota, Tennessee, Washington and Wisconsin. 

Recommendation ~: !h~ General Assembly should -

~pro£I:iate sufficient additional - funds to - the LegislatiYe · 

Servic~2 Commiss!2J! to provide adequate professional actuarial 

~ice2 !~ the Joint Committee 21! Retirement. The Legislati•e 
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Research Coaaission•s Coaaittee on Retireaent Systeas Batters 

recoaaends (see the LegislatiYe Proposal in Appendix Z) that 

$15,000 be appropriated for fiscal year 1977-1978 (the Second 

Session of the 1977 General Asseably) and that $35,000 be 

appropriated for fiscal year 1978-1979 (the First Session of the 

1979 General Asseably) to provide -independent qualified actuarial 

serYices to the General Asse•bly. _ 

During the deliberations of the Coaaittee, the General 

Asse•bly reconvened on Bay 3, t976, for a tvo-veek "budget 

session•. During that period the -General Asseab1y passed Chapter 

983 of the 1975 Session Lavs (See Appendix O). Section 25 of 

that Chapter authorized the Fiscal Research Di•ision to haYe 

conducted an exa•ination of the TSERS to •deteraine the 

appropriate employers• aatching conbribution rate" that should be 

used during the next biennium. 

The Legislative Services Coaaission allotted $30,000 for 

the _study. Hove•er, it was realized that the authorized study 

could be produced no earlier than June of 1977. The Legislati•e 

Services Coaaission then re-allotted the ·S30,000 to provide an 

actuarial consultant for the First Session of the 1977 General 

Assembly. The Fiscal Research Division vas directed to enter 

into negotiations vith Charles B. Dilts Associates, Consulting 

Actuaries in Durhaa, to proYide these serYices. 
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~achers• !..llj Stat~ · Employees• ~nd ~ocal - GoYernmental Employees• . 

Retiremen~ ~ystemst 

Benefit~: 

The Committee on Retirement Systems Matters decided to 

focus the attention of its study on the largest retirement system 

and the traditional leader in innoYation of benefits--the 

Teachers• and State Employees• Retirement System. Within that 

System the Committee examined principally the group which it felt 

was the most in need of adjustments to retirement benefits--the 

retired members. 

The Committee in its deliberations was also aindful of 

suggestions for changes to the benefits of actiYe members of the 

TSERS and of both active and retired meabers of the LGERS. It is 

always desirable, where possible, to keep the proYisions of the 

Local Governmental Employees• Retirement System and the Teachers• 

and State Employees• Retireaent system parallel. Actual changes 

of significant magnitude should not be legislated without the 

approval of the participating units vhich are required to provide 

the necessary funding. The LegislatiYe Research Commission's 

Committee on Retirement Systeas Matters leaves to the recommended 

Joint Committee on Retirement of the General Assembly a complete 

exaaination of these complex areas. 

Mr. Harlan Boyles, the Treasurer-elect, in December, 

1976, proposed that the Committee recommend changes in the 

benefits and representation of retired members of the Teachers• 

and State Employees• ·Retirement System (See Appendix AA). The 

Drafting Subcommittee reviewed Mr. Boyles• proposals as well as 

the suggestions of its members. The Committee directed the 

Employees• Retirement and Health Benefits DiYision of the 
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Depart•ent of the State Treasurer vith the aid of the Attorney 

General's Office to obtain actuarial estiaates of the costs of 

the Yarious proposals for the next tvo fiscal years and drafts of 

leqislation to iapleaent the proposals (See Appendix BB). The 

Departaent of the State Treasurer's responses a~e contained in 

Appendix cc. 

The Coaaittee recoaaends the follovinq courses of action 

to the 1977 General Asseably, subject to a careful scrutiny of 

the costs of these proposals and their adherence to sound pension 

and retireaent policy by the recoaaended Joint Coaaittee on 

Retirement of the General Assembly and its actuary. 

Reco•aendation L: The ·Co•mittee -recoaaends iJ! principle 

that retired - members and their surYiYing annuitants of the 

Teachers• and State Employees• Retireaent Systea should · be 

granted ·g_n automat~ adiustaent -to their allowances to reflect 

the change in the cost-of-liYing index, subject to the finding of · 

~immediate study J2I. the State Treasurer -and actuary regarding -

the aYailability of funding. 

Reco••endation 2: The representation of the -retired 

members should be increased Q!l the Board of · Trustees of the 

Teachers• and State -E•ployees• Retireaent Systea • . The coaaittee 

recoaaends that G.S. 135-6 be aaended to increase the aeabership 

of the Board of Trustees fro• 12 to 13 aeabers. The nev •eaber 

would join one of the existinq •e•bers to represent the interests 

of the retired aeabers of the Systea (See the leqislatiYe 

proposal in Appendix DD). 

Recommendation ~ The sarYiYing spouse of ~ teacher or 

State employeeL vho is receiYing s surYiYor•s alternate benefit 

under G.S. 135-S(~L and the -surviving spouse; vho has not yet 
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Qbtained his - 65th birthday, of - ~ retired teacher Q~ State 

employe~ should - be permitted to - obtain hospital and medical 

insurance under the State plan authorized -1!.Y Q~~ - J35-33. · Under 

the present statute the aging surviving annuitant or the 

surviving spouse of a retired teacher or State employee may not 

participate under the Yoluntary hospitalization and medical 

insurance plan. The excluded individuals are frequently unable 

to obtain hospital and medical insurance or can obtain them only 

at great cost. This situation results from these individuals' 

age and in some cases poor health. These indiYiduals' allowances 

from the retirement system are therefore frequently consumed by 

medical costs or insurance. The Committee feels that the General 

Assembly may have overlooked these groups in enumerating which 

indiYiduals could purchase coYerage under the State plan (See the 

legislative proposal in Appendix EE). 

The Department of the State Treasurer states that the 

extension of insurance coYerage to these groups would result in 

no direct immediate cost to the State if these groups pay the 

full premium cost as for actiYe members. 

There would be no direct cost to the State to extend 
hospital-medical insurance coYerage to the groups 
indicated • • • if ve assume that they will pay the full 
premium cost as for actiYe members. HoweYer, if these 
groups are permitted coverage and if their adverse loss 
experience follows the pattern of the retired group, 
there would be some additional expense to the group as a 
whole which would be determinable only on an experience 
basis. (See ·pages 3-4 of Appendix CC.) 

Recommendation 4: ~he · General !filifil!bly should subsidize 

hospital ~nd medical insurance coYerage !2!: retired memb~ and 

beneficiaries. In view of the serYice rendered during active 

employment by teachers and State eaployees, the Committee 

belieYes that the General Assembly should appropriate $15.00 per 
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aonth per indiYidual presently entitled to purchase hospital and 

aedical insurance under G.S. 135-3 as vell as the tvo nev groups 

vhich vould be added if Reco••endation 3 were to be adopted to 

subsidize hospital and aedical insurance co~eraqe under these 

plans (see the legislative proposal in Appendix PP). 

The actuary of the Teachers• and State Eaployees• System 

estimates that to provide a subsidy to each of these retired 

members, sur•i•ing annuitants, or beneficiaries, of $15.00 per 

month to obtain hospitalization and aedical insurance vould 

require a total appropriation of $5,529,602 for fiscal year 1977-

1978 and $6,014,882 for fiscal year 1978-1979 (see Appendix cc, 
pp. 3 and 4). 

Recommendation 2: The General Asseably should resuae 

full-funding 21 the Disability Salary Continuation Plan. The 

purpose of the plan is to proYide disabled teachers and State 

employees a continuation of a reasonable portion of their nor•al 

salaries. The General Assembly has not appropriated funds for 

the plan since the 1974-1975 fiscal year. The Coaaittee in its 

legislative · proposal in Appendix GG recoaaends that the General 

Asse•bly appropriate a total of $2,364,572 for fiscal year 1977-

1978 and $2,440,238 for fiscal year 1978-1979 to fully fund this 

program. 

Recommendation ~: The -Coamittee recoa•ends in principle · 

that ~ - reasonable - adiustaent should be aade to the allowances of · 

retirees, their beneficiaries -and surviving - annuitants - who~ 

receiving allowances prior to -July 1, 1975, under the Teachers• 

and State Employees• Retireaent -Systea subject -to the finding of 

~ iamediate -studi !rt -the State -Treasurer and · actuary regarding 

the · availability of funding. Substantial iaproYeaents to the 
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benefit structure of active members were made during recent 

sessions of the General Assembly. In the past it has been comaon 

practice to provide some adjustments for retired aeabers after 

major changes for actiYe members. 

!ecommendation 1: The ~ommittee · recoamends in ~rinciple 

!hat th~ percent~ factor in determining allowances under the 

TSI~ ~ iJ!cr~a§~~ from l.!_2! to ·l.L1lli 2[·.!J! increment thereof, 

~ !AA! ~ ~~§ to g~termine aYerage final compensation be 

lowered f!:2.! ! to 1 years in ·TSERS, subiec~ !2 !he finding·of ~ 

iaaediate stu!I !?Y the Board of ·Trustees ·of TSEBS and its ·actuary 

*eqardinq the aYailability of funding. · 

An adequate, competitiYe benefit structure is of great 

importance to. a retirement plan. Actually, improYeaents in the 

benefit structure, provided that they are properly funded, should 

lessen the need for substantial post-retirement increases. The 

national average benefit foruala is approximately 1.Sl ·of average 

compensation. 

Recommendation · ~: ~he coamittee recoamends in principle 

that the geath benefit under the TSERS be ·increased to ~ and 

one-half ·time2 ·final annual compensation, ·of·the·deceased teacher 

QE State · emplo~~ Il2! !2 exceed $20,000,-sub1ect to the finding 

of ~Il immedi~ · stu~ ~the Board of -Trustees of TSERS and it~ 

actua~ ~garding the availability· of funding • . If that study 

finds that insufficient funds are available to raise the maxiaua 

limit of the death benefit to $20,000 it is recommended that the 

death benefit be increased to one and one-half times final annual 

compensation not to exceed the present limit of SIS,000. The 

Committee recommends that the Board of Trustees of the TSERS arrd 

its actuary also investigate methods by which the proceeds of the 
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death benefit not be taxed as ordinary incoae but rather be 

considered tax-exempt as are proceeds of an insurance policy. 

The present death benefit proYision giYes the 

beneficiary of a deceased State employee a lump sua payae nt 

equivalent to his compensation during the .calendar year preceding 

the year in which his death occurs or the compensation during the 

twelve-month period ending on the last day of the aonth preceding 

the month in which his death occurs subject to a maximum o f 

S t 5,000. This provision which was enacted in 1967, has been 

great ly appreciated by the employees, and, until recently , has 

been fair ly equitable. The Coaaittee sees a need for some 

i mpr ovement in this iaportant benefit • . 
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oeeration: 

!!R~i.ng: ! maiQ[ benefi1 12 be gbtained !!! .111i 

£.QR!!Q!ida1.!Q.!l of reti~nt systems would .Q! saYipgs in 1he ~ 

2! !dministrat12.!\ !hrough 1he elimination 2! duplic.l!i9B of 

effort. Under the present system, the administration and 

inYestment of a majority of State-funded retireaent syste•s are 

Tested in the Department of the Treasurer already. Because of 

the differences in the statutory framework of the retireaent and 

pension systems administered by the Departaent of the State 

Auditor as opposed to those administered by the Depart•ent of the 

State Treasurer, the Coamittee believes that no useful purpose 

would be gained by consolidation of the adainistration of the 

v arious funds at this time. 
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APPENDIX A 

LEGISLATIVE RESEARCH COMMISSION MEMBERS 

Nam,2 
Speaker James c. Green 

co-Chairman 

Sen. John T. Henley 
Co-Chairman 

Sen. Bob L. Barker 

Sen. Luther J. Britt, Jr. 

Sen. Cecil James Hill 

Sen. William D. Mills 

Rep. Glenn A. Morris 

Re.p. Liston B. Ramsey 

Rep. Hector E. Ray 

Rep. J. Guy Revelle, Sr. 

Rep. Thomas B. Sawyer 

Sen. Willis P. Whichard 

1975-76 

Business Address Phone · 
Box 185 (919) 647-4191 
Clarkton, N.C. 28433 

200 s. Main Street (919) 424-0261 
Hope Mills, N.C. 28348 

P.O. Box 30069 
Raleigh, N.C. 

(919) 782-1314 

P.O. Box 1015 (919) 739-2331 
Lumberton, N.C. 28358 

The Legal Bldg. (70Q) 884-4113 
Brevard, N.C. 28712 

P.O. Box 385 (919) 326-8743 
Swansboro, N.c. 2858Q 

P.O. Box I Ill (704) 652-2453 
Marion, N.C. 28752 

Marshall, N~c. 28753(704) 649-396t 

310 Green street (9 I 9) 483-8 I 88 
Fayetteville, N.C. 28303 

Route 1, Box 123 (919) 587-4257 
Conway, N.c. 27820 . 

Suite 527-528 (919) 275-4150 
Northwestern Bldg. 
Greensboro, N.C. 27401 

P.O. Box 3843 (919) 682-5654 
Durham, N. c. 27702 
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GENERAL ASSE~1BL Y OF NORTH CAROLINA 
SESSION 1975 

HOUSE RESOLUTION 1200 
Adopted ~June 20, 1975 

Repr.esenta ti v·e 

ADOPTED 
SIMPLE 
RESOLUTION 

. . ._._.... _____ _ 
l!f lII2!_!2.L.~~..;_--------~~----· ·----------------~--------------

8 a y 30, 1975 

A HOUSE RESaLUT!OP. DIRECTING THE LEGISLATIVE RESEARCH CO~ftISSIO~ 

TO STUDY EXTRRDING UNREDUCED RETIREftEBT BEREPITS TO ALL RETIRED 

STl~E EHPLOY~ES UHO HlVE ACCUMULATED 30 OR ftORE YEARS OF 

CREDITABLE SERVICE AID CONTRIBUTED TO THE RETIRE!EHT FUND POR 

30 OR SORE YEARS •. 

The House of Representatives resolves: 

The LegiFlative Research Co~~i~sion is 

directed to study the question of aaending the General statutes 

9 to provide tbat all State eaployees who have retired prior to 
10 

11 

12 

13 

14 
15 
16 

17 

18 

19 

20 

. 
July 1~ 1973, ~ith 30 or aore years of aeabership service, and 

have contributed to 'the systea 30 years or more, excludinq·out-

of-state .serYice, regardless of their age at retireaent, ·shall be 

entitled to unreduced retirement benefits. 

Sec. 2. This resolution shall become effective on 

11doption. 
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APPENDIX C 

II. B. 296 CHAPTER 851 
.\~ :\CT TO DIRECT THE LEGJSLA TIVE RESEARCH COMMISSION TO 

!"\TVDY VARIOUS MATTERS. . 
1'111- General Assembly of North Caroli1Ja enacts: 

. Section 1. The Legislative Research Commission is directed to stud)• the 
!ollo•ting iasues. designing the individual study ef1orta IS delcribed in the otW 
-e·cl ifH\S o( thili act: 

• • 
( 15) The need for an actuarial services di\•iaioil within the riepirtment-ol 

State Treasurer (ff. 331 ): · 

• 
(20) The fundins. benefita. and operation& of the Retirement System (H. 

994). 

• 
Sec. 11.3. In its study of the need for the· creation of a Division or 

Actuarial Services within the Department of the St.ate Treasurer the 
Legislative Research Commission shall look into the availability, quality."!• 
and costs of the aduarial services furnished by private business to thme apnc• 
of the State requiring these services. · 

• • 
Sec. 11.8. In its study of the Retirement System the Lesilll•tift 

Research Commission shall look into the .many questions that have developed 
among members of the General Assmebly concerning the financing ol the 
Teachers' and State Employees' Retirement System and the Local 
Governmental Retirement System, and the Commission shall study the 
financing, the benefits and the operation of the retirement systems. The 
Commis.'5ion shall further examine: · 

( 1) Providing a permanent plan for maintaining the relative adequacy of 
benefits for retired employees; . 

(_2) A comparison of our benefit structure with those of other juri"Wlictiona: 
and 

(3) A determination of the advisability of combinina the administration 
and actuarial ~rvi<.-es for all the retirement systems financed in whole or in part 
by State funds. 

• • • 
Sec. 16. This act shall become effective upen ratification. 
In the General As.~embly read three times and ratified, this the 25th day ol 

.June, 1975. · • · 
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APPENDIX D 

Witnesses Appearing Before the 

Legislative Research Commission 

Committee on 

Retirement System Matters 

Mr. Ernest Ball, General Counsel 
N. c. League of Municipalities 

Dr. A. c. Barefoot, Chairman 
1970 Report of The Teachers' and State Employees' Benefits 

Study Commission 

Mrs. Madge Edwards Bolin, Senior Vice President 
Booke & Company 
Winston-Salem, North Carolina 

Mr. T. P. Brendle, Fiscal Analyst 
Fiscal Research Division 

Mr. Henry L. Bridges 
State Auditor 

Mr. H. L. Browning, Captain 
Greensboro Fire Department 
Greensboro, North Carolina 

Mr. w. H. Copley, Captain 
Durham Fire Department 
Durham, North Carolina 

Mr. Charles R. Dilts, President and Chief Operating Officer 
Charles R. Dilts Associates Consulting Actuaries 
Durham, North Carolina 

Mr. Dennis Ducker, Assistant Director, Employees' Retirement 
and Health Benefits Division 
Department of State Treasurer 

Mr. Hugh Gillespie, Consulting Actuary 
George B. Buck Consulting Actuaries, Inc. 
New York, New York 
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Mr. w. H. Hambleton, Director 
Employees' Retirement and Health Benefits Division, 
Department of State Treasurer 

Mr. Carlton Harker, Vice President and Actuary 
Booke & Company 
Winston-Salem, North Carolina 

Dr. Donald Hayman, Assistant Director 
Institute of Government 
Chapel Hill, North Carolina 

Mr. Henry G. McFayden, Executive Secretary 
Law Enforcement Officers' Benefit and Retirement Fund 

Mr. Ray Moore, Assistant State Treasurer and 
Investment Officer 

Mr. Allen R. Perry, Senior Vice President 
Booke & Company 
Winston-Salem, North Carolina 

Mr. Joseph L. Summerlin, Jr., Executive Director 
Firemen's Pension Fund 

Mr. Byron Tatum 
Budget and Personnel Officer 
Department of Insurance 

Mr. Joseph Wilkinson, President 
Booke & Company 
Winston-Salem, North Carolina 
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APPENDIX E 
(Statement by Byron Tatum, Budget and Personnel Officer, Depart-
ment of Insurance, before the Legislative Research Commission's 
Committee on Retirement System Matters, January 7, 1976) 

Persons employed in actuarial type positions by the North 
Carolina Department of Insurance fall into two categories: 

(1) Property and Casualty, and 
(2) Life, Accident and Health. 

The Property and Casualty personnel are involved in the analysis 
of rate filings made by the various insurance rating bureaus and/or 
companies. The purpose of their work is to determine whether the 
rates requested in any given filing are reasonable based o·n the loss 
experience presented in the filing. They work closely with our 
Administrative Law Division in preparation of cross examination 
questions and also testify as witnesses for the Department in rate 
hearings and court cases as necessary. 

The Department presently has positions classified as "Fire and 
Casualty Actuary" and "Assistant Fire and Casualty Actuary" at pay 
grades 80 and 77, respectively. However, neither of these positions 
is filled by persons certified as an actuary due to the low salaries 
in these grades. Our research indicates that a Fellow of the Casualty 
Actuarial Society conunands a salary of $35,000 to $40,000. Most of 
these actuaries are employed by insurance companies and enjoy greater 
fringe benefits th~ ar~ no~mally offered by a·goverriment. position. 

The Life, Accident and Health personnel ·are involved in the audits 
of insurance companies. Their primary responsibility is to determine 
whether the ·company's reserves are adequate. The nature= of their work 
requires them to travel constantly, just as the Department's auditors 
do. Their salaries are receipt supported. The Department currently 
has three persons employed in this Division to provide actuarial type 
services pertaining to the examination of life insurance and accident 
and health insurance companies. However~ none of these is a Fellow 
o~. the American Academy of Actuaries. 

The Department is r~questing funds from the Legislature for two 
certified actuaries; (1) Property, and (2) Life. Each would be a 
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Page Two 

Fellow of the Casualty Actuarial Society. We feel that this is 
necessary in order to provide the expertise required to properly 
analyze the various rate filings and financial statements filed 
with the Department. 

If we had these certified actuaries, then we could work with 
the State Treasurer and our proposed Actuarial Services Division 
would be able to fulfill the actuarial needs of the State Employee 
and Teacher Retirement System at a cost to the State which would be 
less than the present co'St, and at the same time allow our Depart-
ment to properly fulfill its statutory responsibility. 
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I. SOME INFORMATION ABOUT ACTUARIES 

A. Bae kground 

Definition of an actuary: 

"The actuary's concern is to apply mathematics and accumulated 

experience to risks and contingencies, making uncertainty less 

uncertain, and doing it with the highest degree of professional 

responsibility." 

The actuarial profession grew out of a developing need tor 

a kind of expertise not previously available. It had its origin in 

Great Britain over 200 years ago and was associated with the early 

life insurance companies. Legal recognition came in 1819 with an 

act ot Parliament. 

In 1889 a group of actuaries formed the Actuarial Society of 

America, and admitted only those qualified by experience to its 

ranks. Admission by examination was instituted in 1896 for entry 

into the Society and later-advanced to Fellowship. In 1909 a group 

organized the American Institute of Actuaries and ran a parallel 

course with the Actuarial Society of America until 1949 when the 

two Societies merged to form the present Society of Actuaries. In 

1914 the present Casualty Actuarial Society was formed, and in 1916 

the present Fraternal Actuarial Association was formed. 

B. The Rise of the Consulting Actuary 

The ,World War II wage freeze that concentrated labor union 

attention on employee benefit and pension plans, the landmark Inland 

Steel decision of 1949 making pension subject to collective bargaining, 

· and the W. W. Cross case doing the same for other employee benefit 

plans, caused a spectacular rise in ~he demand for the services of 
'\ 
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the consulting actuary. A group of consulting actuaries got 

together in 1950 and organized the Conference of Actuaries in 

Public Practice. Its purpose was to provide a forum for the 

exchange of viewpoints and for discussion of the special 

problem of the consulting actuary. 

Consulting actuaries are generally retained by corporations, 

states and municipalities that desire to have periodic independent 

overviews or audits of their actuarial liabilities. 

C. American Academy of Actuaries 

The American Academy of Actuaries was created in 1965 as the 

umbrella actuarial organization for the United States. Members of 

the four existing groups were automatically eligible for membership. 

The number of charter members was 1,427. Also, practicing 

actuaries who were not members of any of these groups could be 

admitted during a limited period by submitting reasonable evidence 

of qualifications acceptable to the Academy. 

Progress is being made toward recognition of the American Academy 

as the official accrediting body in the United States, but since this 

involves various federal departments and the governments of the 50 

states, the process may take a matter of years. 

As of July 1, 1974 there were 3,350 members of the .American 

Academy, which included 1,851 associated with insurance organizations, 

914 consulting actuaries, 105 employed by government, 30 with 

academic institutions and the balance were.retired or their affiliations 

not known. 

GEORGE B . BUCK CONSULTING ACTUARIES. INC. 
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D. Enrolled Actuaries 

The Employee Retirement Income Security Act of 1974 created 

a class of actuaries who will be designated as "enrolled 

actuaries". The federal legislation established a Joint Board tor 

the Enrollment of Actuaries which is responsible for the 

certification of actuaries who will be authorized to prepare the 

various actuarial reports and statements required by the Act. The 

additional information and certifications required by the Act has 

created an unprecedented demand for qualified actuaries. 

GEORGE B. BUCK CONSULTING ACTUARIES. INC. 
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II. OUTLINE OF ORGANIZATION OF 
GEORGE B. BUCK CONSULTING ACTUARIES, INC. 

A. History of Firm 

The office of' George B. Buck Consulting Actuaries, Inc. vas 

- 4 -

established in 1916, and has been operated continuously since that date. 

The firm was an individual proprietorship for more than 50 years. However, 

for the last five years it has been a closely-held, employee-owned, 

corporation. There is a Board of Directors of' eleven senior employees, six 

of' whom are Consulting Actuaries. We believe that the change to a corporate 

form of' entity has f'urther ensured our continuity of' operation. 

B. Staff 

In addition to our main office in New York City we have offices in 

Atlanta, Chicago and Pittsburgh and a subsidiary corporation in Toronto. 

Our total personnel consists of' about 400 employees, of whom 54 are members 

of one or more of the recognized actuarial organizations. In addition to 

actuaries, there are two Certified Public Accountants , six lawyers and 

several other Employee Benefit Consultants on our staff. Our depth in 

personnel permits us to deal effectively with contingencies arising from 

unforeseen absences of employees due to illness, death or other reasons. 

C. Available Resources 

We have 32 Consulting Actuaries, each of' whom is an "account 

executive" responsible for the work performed for a group of' clients. A 

Consulting Actuary has his ovn staff, which can include from one to three 

other actuaries, plus actuarial assistants. A substantial portion of our 

actuarial staff below the level of Consulting Actuary has been with our firm 

f'or many years, giving f'urther protection to our clients in the area of 

maintenance of' quality and stability of performance. 

GEORGE B. BUCK CONSULTING ACTUARIES. INC. 
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We have a number of ancillary departments upon which the Consulting 

Actuary can call to provide specie.1.ized services for his clients: 

1. Research Department 

This department is headed by an actuary for the purpose 

of keeping abreast of changes in the employee benefit field 

as a result of legislation and social and economic trends. 

In addition to accumulating and providing useful information 

for our staff and clients, this department prepares our 

periodic bulletins, "For Your Benefit", which are mailed to 

all our clients. 

2. Law Department 

our Law Department's main responsibility is to keep 

current in the area of governmental regulations and special 

tax problems. It is also involved with client counsel in the 

review of all legal plan and trust documents. 

3. Group Department 

We have a Group Department which specializes in benefits 

other tha.n pensions. We have assisted our clients in the 

establishment of group insurance programs, and with periodic 

review involving the rates, reserves, retentions a.nd claims 

charged by carriers. Recommendations on self-financing of 

benefits, plan design, preparation of specifications for bids 

by insurance carriers, and the review of final proposals are 

other services of this department. 

GEORGE B. BUCK CONSULTING ACTUARIES, INC. 
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4. International. Department 

This department works exclusively in the area of 

providing consulting advice covering such items as benefit 

structure, plan design, review of foreign regulations, and 

special projects relating to international benefit practices 

outside of the United States. 

5. Communication Department 

The expertise of' this department is in all areas of 

informing plan members and other interested parties as to 

available benefits. This may be done by means of slides, 

booklets and flip charts, etc.~ as well as through 

customized individual employee statements. 

6. Plan Administration Department 

This department provides record-keeping services for 

pension, profit-sharing, thrift, savings and stock purchase 

plans. It also provides consulting services in such areas 

as plan design and development of required forms and . 

administrative manuals. 

1. Retirement Department 

Our Retirement Department may be the only one of its 

kind in the consulting field. It prepares and certifies 

about 30,000 individual benefit calculations each year. 

Although the department operates with relative autonomy, 

unusual cases are referred to the Consulting Actuary or his 

staff'. 

GEORGE B . BUCK CONSULTING ACTUARIES, INC. 
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8. Data Services Department 

We have always maintained our own in-house installation 

of data processing equipment. At present, the department 

includes about 70 employees, including systems analysts, 

programmers and actuaries. On our premises we have an 

IBM 360/44 and an IBM 370/135 model computers. We have 

developed computer systems which, according to members of 

our staff formerly with other consulting actuarial 

organizations, offer more flexibility and are more 

sophisticated than those with which they previously worked. 

We have the capabilities to prepare projections of 

valuations at :tUture dates, involving a substantial variety 

of assumption changes at different times. 

Our available resources include another feature which we believe is 

unique in our field: it consists of a "pre-audit" review of all our work by 

professional actuaries. Prior to its submission to a client, all items of 

substance, including cost calculations and special studies, are reviewed by 

one of four reviewing actuaries, each of whom is a member of at least one 

professional actuarial organization and has been in the pension consulting 

field for many yea.rs. We feel that this procedure enables us to maintain 

policy and quality control. 

D. Clients 

We service the employee benefit plans of more than one thousand 

clients, who operate in every field of activity - industrial, financial, 

eleemosynary, labor, governmental and quasi-governmental. For your 

information, we have included in the appendix a list of governmental and 

quasi-governmental clients and a partial list of other clients. 

GEORGE B. BUCK CONSULTING ACTUARIES. INC. 
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E. Qualifications in the Governmental Area 

We believe that our experience with governmental plans exceeds that 

of any other consulting firm. Our office pioneered in this country in the 

reorganization and establishment of gover nmental retirement systems. We 

presently serve as regular actuary for about 60 retirement systems covering 

state, county or city employees in 21 states. 

GEORGE B . BUCK CONSULTING ACTUARIES, INC . 
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III. HISTORY OF RELATIONSHIP WITH 
NORTH CAROLINA STATE RETIREMENT SYSTEMS 
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Our firm was first employed by the State of North Carolina to assist 

a commission on teacher retirement in a study ot a proposed retirement system 

for teachers. A report on the proposed system was submitted in November of 

1938. In 1939 another commission was established to study retirement for 

tea.chers and State employees and again we were asked to assist.. As a result 

of the study the Teachers' and State Flnployees' Retirement System was 

established, effective July 1, 1941, and we have performed the regular 

actuarial services for the System. since that time. 

As a result of this relationship we were asked to prepare a report 

on the Lav Enforcement Officers' Benefit and Retirement Fund. This report 

was submitted in March of 1942 and ve have served as actuary of that Fund 

since that time. In 1945 a retirement system was established to cover 

employees ot local governmental units in the State which ele.cted such 

coverage and again we were asked to perform the actuarial services for this 

System. We have also prepared annual actuarial valuations of the Firemen's 

Pension Fund since 1963. 

GEORGE B. BUCK CONSULTING ACTUARIES, INC. 
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IV. DESCRIPTION OF SERVICES RENDERED Bl: GBB INC. TO 
NORTH CAROLINA STATE RETIREMENT SYSTF.MS 

A. Regular Services 

-10-

We have grouped under this heading the services which are 

performed on a periodic basis, either annually or otherwise. These include: 

(1) Execution of annual actuarial valuations of the assets and 

liabilities of the various systems, on the basis of the mortality 

and service tables adopted by the respective Boards. 

(2) Preparation of an annual report for each system containing the 

results of the actuarial valuation and including the following 

information : 

(a) Details of the actuarial liabilities 

(b) Levels or recommended contributions 

(c) Tables showing summaries of employee data 

included in the valuation 

(d) Summary of the system's provisions, including 

all amendments to date for valuation purposes 

(e) Statement by the actuary on the financial 

condition of the system. 

(3) At least once every five years (for the Teachers' and llnployees' 

and Local Governmental Retirement Systems) make an actuarial 

investigation into the mortality, service and compensation 

experience of the members and beneficiaries of the system, and 

make recommendations for possible changes in the actuarial tables 

to be used in subsequent valuations of the system. 

(4) Regular attendance at certain board meetings to present actuarial 

reports and to bring the trustees up-to-date with respect to 

changes or trends in the pension area. Examples of outside 
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forces which will have a definite influence on the syst~ 

include: 

(a) EEOC, or Equal Employment Opportunities Commission, 

as it relates to discrimination between the sexes 

as to benefits, and discrimination by age through 

the imposition of compulsory retirement ages. 

(b) ERISA, or Employee Retirement Income Security Act, 

and its eventual extension to public employee 

retirement systems; 

(c) IRS, or Internal Revenue Service , and the likely 

requirement tor all public systems to eventually 

become qualified with the IRS; 

(d) SS, or Soci al Security, with its tremendous increases 

in benefit levels i n recent years; and 

(e) The economic outlook, which has had a severe impact 

on the adequacy or pension benefits, through erosion 

ot the purchasing paver of fixed benefits. 

B. Special Services 

In addition to providing the regular actuarial services required by 

law, our office has at times assisted the various Boards ·1n the following 

areas: 

(1) Setting up record-keeping procedures. 

(2) Consulting assistance in suggesting future benefit 

improvements in the system, including preparation or cost 

estimates. 

(3) Appearance at legislative bearings or, when required, at 

fiscal or appropriation committee meetings. 

(4) Drafting proposed legislative statutes. 

GEORGE B. BUCK CONSULTING ACTUARIES, INC. 
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(5) Provided information on trends, new developments and 

anticipated changes in the entire employee benefit field. 

(6) Assistance in the design of other benefit programs for 

the same group of members. 

(7) Preparation of employee book.lets. 

(8) Securing IRS qualification of retirement systems. 

GEORGE B. BUCK CONSULTING ACTUARIES. INC. 
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V. COST OF RIDULAR SERVICES 

It is our corporate policy to accept compensation solely from fees 

for professional services. We do not accept canmissions from any insurer 

or other source. Like other professionals such as lawyers and accountants, 

we follow billing guides based upon hours and hourly rates, but we review 

all our charges prior to billing to assure ourselves that unreasonable 

amounts are eliminated. 

The folloving table shows the date of coDD11encement of our regular 

services vith the indicated retirement system and our present annual 

charge for the regular services outlined in the previous Section IV. 

System 

Teachers and Employees 

Local Governmental 

Law Enforcement Officers 

Firemens' Fund 

Date Regular 
Servi'ces Commenced 

7/1/41 

7/1/45 

12/31/44 

7/1/63 

Present Annual 
Charge For Regular 

Services 

$ 25,000 

20,000 

6,500 

3,800 
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A. Trend 

VI. GENERAL COMMENTS REGARDING CREATION OF 
A DIVISION OF ACTUARIAL SERVICES 

- i4· -

We are not aware of any state which has created a division of 

actuarial services, but acknowledge that no survey has been made. Most 

states do, however, em.ploy life and casualty actuaries in their insurance 

departments, in connection with the regulation and supervision of life 

insurance and casualty companies that do business within their borders. A 

number of state and city retirement systems employ pension actuaries to 

provide the necessary actuarial services. Examples of systems that employ 

pension actuaries are as follows: 

California State Employees 
Florida State Systems 
Nev York State Teachers 
New York State Employees 
New York City Systems 

B. Points to Consider 

The following points are suggested for consideration in connection 

with the establishment of a division of actuarial services: 

1. Possible difficulties in connection with the independence 

and complete objectivity of an actuary who is both an 

employee and a beneficiary of the programs he services. 

2. Need for computer availability and programs for performing 

valuations and special studies on a timely basis. 

3. Need for general and specific information as to trends 

and changing regulation•. For example, IRS regulations 

and ERISA. 

4. Need for independent audit or outside assistance. 

GEORGE B. BUC~~f6'SULTING ACTUARIES, INC~--



LAPPENDIX A 7 
GOVERNMENTAL AND QUASI-GOVERNMENTAL CLIEITS 

Alabama - Employees' Retirement System 
Alabama - Teachers' Retirement System 
Baltimore (Md.) - Employees' Retirement System 
BaltimOf"e (Md.) - Police & Firemen's Retirement System 
Baltimore County (Md.) - Employees' Retirement System 

Burlington (Vt.) - EmplGyees' Retirement System 
Federal Reserve System - Retirement Plan 
Georgia - Teachers' Retirement System 
Greenwich (Conn.) - Retirement System 
Jefferson County (Ala.) - General Retirement System 

Jersey City (N.J.) - Employees' Retirement System 
Louisiana - School Employees' Retirement System 
Louisiana - State University Retirement Plan 
Maryland - Employees' Retirement System 
Maryland - State Police Retirement System 

Maryland - Teachers' Retirement System 
Massachusetts Bay Transportation Authority - Retirement Fund 
Miami Beach (Fla.) - Employees' Retirement Fund 
Miami Beach (Fla.) - Police & Firemen's Pension._ Fund 
Mississippi - Public Employees' Retirement System 

Mississippi - Highway Safety Patrol Retirement System 
Montgomery (Ala.) - Employees' Retirement System 
Montgomery County (Ala.) - Retirement System 
New Hampshire - Retirement System 
New Jersey - Police & Firemen's Retirement System 

New Jersey - Public Employees' Retirement System 
New Jersey - Supplementary Annuity and Collective Trust 
New Jersey - Teachers' Pension and Annuity Fund 
New York - State Hospital System Retirement Fund 
New York - State Teachers' Retirement System 

Newton (Mass.) - Retirement System 
Norfolk (Va.) - Employees' Retirement System 
North Carolina - Firemen's Pension Fund 
North Carolina - Law Enforcement Officers' Retirement Fund 
North Carolina - Local Governmental Employees• Retirement System 
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GOVERNMENTAL AND QUASI-GOVERNMENTAL CLIENTS 

North Carolina - Teachers' & State Employees' Retirement System 
Omaha (Neb.) - Public Power District Retirement Plan 
Pennsylvania - Joint State Government Commission 
Pennsylvania - Public School Employees' Retirement System 
Providence (R.I.) - Employees' Retirement System 

Puerto Rico - Water Resources Authority Retirement System 
Quincy (Mass.) - Retirement System 
Roanoke (Va.) - Employees' Retirement System 
Savannah (Ga.) - Board of Education Retirement System 
South Carolina - General Assembly Retirement Plan 

South Carolina - Retirement System 
South Carolina - Police Officers' Retirement System 
Tennessee - Consolidated Retirement System 
Tennessee Valley Authority - Retirement System 
United Nations - Joint Staff Pension Fund 

United States Civil Service - Retirement System 
Vermont - Municip.al Retirement System 
Vermont - State Teachers' Retirement System 
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@PENDIX B 7 
PARTIAL LIST OF CLIENTS 

Alumim.un Company of America 
AMAX, Inc. 
American Brands, Inc. 
American Electric Power Service Corporation 
American Telephone and Telegraph Company 

Anderson, Clayton & Company 
Avon Products, Inc. 
Babcock & Wilcox Company 
Burlington Industries, Inc. 
Chase Manhattan Bank, N.A. 

Colt Industries Inc 
Continental Can Company, Inc. 
Continental Oil Company 
Corning Glass Works 
Diamond International Corporation 

Firestone Tire & Rubber Company 
First National City Bank 
Ford Motor Company 
General Telephone & Electronics Corporation 
Gulf Oil Corporation 

H. J. Heinz Company 
Hiram-Walker & Sons, Inc. 
International Nickel Company of Canada, Ltd. 
International Telephone & Telegraph Corporation 
Johns-Manville Corporation 

Loews Corporation 
Mellon Bank, N. A. 
Melville Shoe Corporation 
Merck & Co., Inc. 
Morgan Guaranty Trust Company ot Rew York 

National Distillers and Chemical Corporation 
Nestle Company, Inc. 
Olin Corporation 
Otis Elevator Company 
Pfizer Inc. 

PPG Industries, Inc. 
R. J. Reynolds Industries, !nc. 
Scott Paper Company 
Shell Oil Company 
Sherwin Williams Company 

Sperry Rand Corporation 
J. P. Stevens & Co., Inc. 
Studebaker-Worthington, Inc. 
United States Steel Corporation 
Westinghouse Electric Corporation 
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APPENDIX G 

STATEMENT BY W. H. HAMBLETON, DIRECTOR OF THE EMPLOYEES' RETIREMENT AND HEALTH BENEFITS 
DIVISION OF THE DEPARTMENT OF STATE TREASURER, BEFORE THE LEGISLATIVE RESEARCH COMMISSION'S 
COMMITTEE ON RETIREMENT SYSTEM MATTERS ON JANUARY 7, 1976 . . 

MR. CHAIRMAN, MEMBERS OF THE COMMITTEE: 

Among other things, Chapter 851 of the Session Laws of 1975 provides: 

"In its study of the need for the creation of a Division of Actuarial Services 

within the Department of the State Treasurer the Legislative Research Commission 

shall look into the availability, quality, use and costs of the actuarial serv-

ices furnished by private business to those agencies of the State requiring 

these services." 

There are two elements involved: one, the determination of whether actuarial functi.ons 

should be provided by the Department of State Treasurer; and, the other,· a study of the 

services presently provided by independent actuaries. 

Addressing the first of these, we in the Department of the Treasurer are of the opinion 

that for Retirement and Health Benefits purposes the present method of obtaining actuarial 

services is preferab 1 e to the 11 in house 11 concept for the f o 11 owing reasons: 

1. An independent outside consulting actuary is not a direct beneficiary 

of the particular program and would not be subject to the same pressures 

as a State employee. 

2. Our present actuarial finn has been in the employee benefit business for 

over 50 years and as a result has gathered a wealth of information and 

experience. 

3. The firm works with a broad list of clients both in government and in in-

dustry which keeps them abreast .of current trends and makes it relatively 

easy to gather information. 

4. The firm's large staff provides a broad range of specialized experience 

and assures the continuation of services in the event of unforseen absences. 
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It is doubtful that a single actuary could provide the variety of 

qualified services which the State conceivably could require. 

5. The staff of the firm mus.t of necessity be highly qualified in order 

to meet the demands of their clients in government and industry. 

6. The services they offer must be highly competitive with those pro-

vided by other a·ctuarial firms in order to maintain their large and 

valued client list. 

7. They are technologically competent, having designed and developed a 

number of· sophisticated actuarial computer programs and systems with 

which to meet the complexities of modern pension planning and adminis-

tration. 

8. In addition to the depth of staff, the present actuarial firm has the 

necessary data processing support which, in our opinion, the State lacks 

in the form of dedicated facilities. 

9. The present firm is one of the oldest and most highly respected actuarial 

services providers that are available to us. 

10. In our ·opinion, it is doubtful that the State could provide comparable 

services at a competitive cost. 

With respect to the second of the studies to be conducted, our present actuarial firm has 

not only served each of the. Sys terns s i nee its inception but had a large part in the p~e- · 

liminary planning and studies leading to the formation of the Teachers' _and State Em-

ployees' Retirement System in 1941. The basic services provided for our Division are on 
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a fixed fee basis as follows: 

Teachers' and State Employees' Retirement System 

Local Governmental Employees' Retirement System 

Uniform Judicial Retirement System 

Solicitorial Retirement System 

Uniform Clerks of Court Retirement System 

$25,000 

20,000 

2,000 

750 

1,000 
$48,750 

These figures include a 11 services required to perform the annual services outlined in 

the attached letters for the State and Local Systems. The services performed for the 

other Systems are identical. Understandably, fees are subject to periodic adjustment 

as costs continue to rise and the Systems continue to grow as they have consistently 

since their inception. These Systems are basically single employer plans with the ex-

ception of the Local System which in reality is a multi-employer plan with nearly 500 

individual participating employing units. Naturally, by virtue of this difference, more 

functions are ·required in performing the regular services for· the Local System. 

In addition to these basic services there are additional services required from time to 

time for special work in connection with: 

,, 

1. Requests for information from legislative committees and members 

of the General Assembly. 

2. Cost estimates in connection with possible proposed liberalizing 

amendments. 

3. Work in connection with administrative requirements for special 

tables and benefit calculation forms. 

4. Redetermination of accrued liability rates for specific employing 

units. (Local System) 
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5. Recalculation of employer contribution rates resulting from con-

solidation of participating units. (Local System) 

6. Miscellaneous services. 

The Board of Trustees will not consider any liberalizations to the Systems without first 

having an estimate of the cost involved and the ability of the Systems to absorb these 

costs without requiring an increase in the employer contribution rate or rates. 

Payments to the actuarial firm for special services during the years 1965 through 1975 

are summarized as follows: 

STATE SYSTEM LOCAL SYSTEM .TOTAL 
196.S $ -0- $ -0- $ -0-

1966 -0- -0- -0-

1967 4,836 1,717 6,553 

1968 1,976 4,064 6,040 

1969 9,020 16,877 ·25,897 

1970 4,532 .• -0- 4,532 

1971 3,916 3,510 7,426 

1972 4,232 838 5,070 

1973 4,856 3,571 8,427 

1974 13,885 4,530 18,415 

1975 14, 118 4,881 18,999 

$ 61,371 $39,988 $ 101,359 

Average $ 5,579 $ 3,635 $ 9,214 
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Considering the number and complexity of the requests, the professional nature of 

the work performed, and the rise in costs over this period, we consider these 

charges to be completely reasonable. 

In summary, it is our recommendation that we continue the procurement of actuarial 

services in the same manner that is presently being utilized. We consider the 

cost to be moderate, the services very good, and the results more than adequate to 

justify the continuance of the present method of obtaining these services. 
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APPENDIX H 

REMARKS MADE BY HENRY L. BRIDGES, STATE AUDITOR, BEFORE THE LEGISLATIVE 

RESE;ARCH COMMISSION ON JANUARY 7, 1976, AND PERTAINING TO THE NEED FOR 

THE CREATION OF A DIVISION OF ACTUARIAL SlltVICES WITHIN THE DEPARTMENT 

OF STATE TRFASURER. 

Mr. Chairman, members of the Committee, 

Thank you very much for affording me the privilege of appearing before you as 

you consider the question of whether or not the State of North Carolina should 

establish within the Department of State Treasurer or within any other department of 

state government a division of actuarial services. As Auditor for .the State of North 

Carolina, as Chairman of the Board and Administrator of the Law Enforcement Officers' 

Benefit and Retirement Fund, and as a contributing member of the Teachers' and State 

Employees' Retirement System, I do have definite opinions on the question and I ask 

that you give serious consideration to the several points that I make. 

I believe that the primary purpose of the actuarial service to the retirement 

funds administered by the State of North Carolina is two-fold-to protect the interests 

of the members of the Funds and to protect the interests of those paying the greater 

portion of the costs for the benefits provided - the taxpayers. A service not serving 

this joint purpose would, in my opinion, fall short of its intended mark. 

With regard to the members of all retirement systems under discussion, they have 

contributed millions and millions of dollars and, in many instances, making contribu-

t i ons has resulted in hardship. The security and the well-being of the membership 

mandates the utilization of an actuarial service that is experienced, unbiased, 

untouchable by local political pressures, and capable of rendering the soundest 

technical adviee possible. 

With regard to the employer, each of the systems under study is under the 

direction of a Board of Commissioners or a Board of Trustees. In some instances, the 
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authority for making provisions in the system lies with the governing Board - in 

others, it lies with the General Assembly. In either instance, the provisions made 

are predicated on the evaluations and the approval of a Consulting Actuary. In every 

instance, amendments or additions to a program have both present and long-range effects 

on the employer as well as the member. An improper or an unsound act would likely 

have a . more profound effect on the employer as it is generally regarded as being his 

responsibility - not the members - to provide at all times the funding necessary to 

insure a sound system. 

A division of actuarial services created within any agency of State Government 

would limit its services to state agencies. This limitation would, within itself, 

deny the division the benefit of the knowledge and the experience that could be gained 

through serving other retirement systems. 

A state actuarial service division, responsible to an individual, a Board or a 

Commission, or perhaps even the General Asembly, would lack the independence which I 

believe is an absolute requirement for any actuarial service rendered to a public 

employees retirement fund. The employment of technical personnel capable of making 

the indepth valuations presently made for the several funds, would, in all probability, 

result in a total expense to the state far greater than that now being paid for this 

service. 

The minutes of the organizational meetings of the Board of Commissio~ers of the 

Law Enforcement Officers' Benefit and Retirement Fund reflect that initially, an 

employee of the N. C. Insurance Commission provided certain actuarial data for the 

Board. In 1942, Mr. George Buck, an independent actuary, began serving as a consultant 

to the Board and, as of December 31, 1944, his firm began making annual actuarial 

valuations of the Fund. 
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The George Buck actuarial firm is staffed with more than 50 actuarys, 6 attorneys, 

and 2 certified public accountants. The firm is presently rendering actuarial services 

to more than 1000 pension funds, both large and small, whose memberships are made up 

.with employees of practically every area of employment imaginable. I do not believe 

that the State of North Carolina can create a division of actuarial services that can 

touch the quality of the services rendered by George Buck or by any other actuarial 

firm of comparable stature but, if it should be possible, I believe the cost therefor 

would be prohibitive. 
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' . 
SCHEOULE OF ACTUARIAL COSTS m· RETIREMENT SYSTEMS 

AND INSURANCE DEPARTMENT ACTU.A.RIAL b' AMOUNTS REIMBURSED 
T~CHERS' LAW TOTAL COSTS OF BY INS. COMPANIES 

& STATE LOCAL ENFORCEMBN'l' FIREMEN'S RETIREMENT INSURANCE GRAND WHICH HAVE NOT BEEN 
YEAR EMPLOYEES' GOVERNMENTAL JUDICIAL OFFICERS' PENSION SYSTEMS DEPARTMENT TOTAL INCLUDED IN CH.:\RTS 
1965 $ 12,600 $ 7,000 $ , $. 3, 200 ~ 2;100 $ 24, 900 $ 13,272 $ 38,172. $ 
1966 .12,600 8,000 3,594 2,100 26, 294 . 15,288· 41,582 
l!i67 18,636 11,717 3,200 2,100 35,653 15,462. 51, 115 15,828.77 

I 

1968 16, 976 . 16,064 4,500 2,100 39,640 16,542 56,182 24,352.00 ~ 

•1969 24,020 28,877 5,932 2,100 60,929 16,998 77,927. 26,490.00 
f-1j 
f-1j 

H trj 
I 1970 19,53? 12,000 4,500 2,500 38,532 24,240 62,772 28,872.00 § f-l 

1971 21, 916 17,510 5,749 2,500 47,675 . ·26,652 74,327 31,353.00 H 
~ 

1972 I 25,232 16,838 6,160 3,000 51,230 40,308 · 91, 538 34,387.00 
H 

1973 25,856 19, 571 6,064 3,000 54,491 . 42, 972. 97,463 46,375.00 
1974 36,885 22,530 15;522 3,000 77,937 41,520. 119,457 53,377.00 
1975 a 39,118 . 24,881 14,100 3,000 . 81,099 42,576. 123,675 5S,895.00 
1976 a 28,050 22,000 750 6,500 3,800 61,100 36,486 . 97,586 63,800.00 
1977 a 31;000 24,000 750 6,500 3,800 66,050 38,274 · 104,324 70,000.00 
1978 a 30,000 26,000 750 7,200 3,800 67,750 40, 188 107, 938 70,500.00 
1979 a 32,000 26,000 1,000 7,200 4,000 70,200 40, 188. 110,388 86,500.00 
1980 a 33,000 28,000 1,000 7,200 4,000 73 I 200 41,442 114,642. 91,000.00 

a Estimated in same ratio o~ increase .as y~ars 1971-75 
b 

Exclude!J cost of J'l.ctuaria:~ services reimbursed by Insurance Compar!ies served. 

Hctei Above information supplied by relevant agencies 



I 
I 
l 
I 

~ . i 

I 
) 
I 

' I Ye -:J. r ,.___ 

ACTUARY COSTSl TRENDS --RETIRF.tV.:...:.~J'f SYSTEMS A...~D INSURANCE DEPARTMENT 
C -=-·~ ":s in Thousands 

$ l ·: Ci - · $10 0 

so 90 

o:-
'-' \) 80 

If" : v 70 
- . ~-

oO 
I \~' . ....-: ! -; - : ; -r 1 --: -- 60 

I 
.! 

50 
I 

-·~··· ~;·-,~r=~~~--: t-~=! +:) .. ! so 1-- -I 
40 

30 

2\) 

iC 

-·· - I - · - ' --1---+-- · ~ -· -r-- !--· -- - ' 1 j 1 - ~ 

t j . ' ·-----•---:__~ .. ~~~~-~-~ --~- .J __ __i_: ~·-'...-~ -~--:...· 
. I i I j , ... , I I ....;-- 1 I , 

r I ' . I I "' I - or·• : I I I ! 
40 '. 

.-
1965 

I 

- -!--l-- ......---- ~ 
• I I ./ __ - ~ _ _J__ 1 '-'.---4:'•-~-- --j-- -~--~ -~ -- . -·- -· l 

, ' I I : ~ ii I ; I : I 1 j '. 
1 l I I ! ' ; ' 

-- r·-- , _ . -- - - - J_ __ -+ __ _J __ '- -1- ----i.--.l.--1'·---i .. - -r· - - ·-·--+ - -.: ; I . I I ' I I ' ' ; I 
! , : I • I l ! I I I I I i I - - • , -· - :-- _..;__ '- - ---L--~ --1· ·- - j . -+-- ' - _, -- : 

,.- ; i I : I : : I I I ! i : . 
,, ! : I : i i I I I I ! l . I 

" ' . • ··- - • -·-1- - . I - ' . I ; I . I I 
" I : : I : i I ,. i i I -

' "" I J I I I 
. ·----~ -- - ·----. , ; - - - ~ I - ' I . 1 ,.. , . I 

30 

20 

I 

'66 ~ 67 ~68 '69 '70 1 71 '72 '73 ~ 74. 
10 

1 752 '762 1 772 ~782 1 792 •ao2 
; ! ' ! 

Actuarial Costs oi the Department of Insucance 
Actudrial Costs of the Retirement Systems 

I 

-

~ 
; I~ : 

i I >< 
I IY 

, _ 
: 
I 

l :G~ .3 ~ '--. 0n figur2;; supplied by the Teachers' and Stat~ Employees• Retirement System, the Local Governmental 
!":e:c:i cc.,._: ilt System, the Uniform Judicial Retirement 3ystern, the Uniform Clerks of Court Retirement System, 
t..'.1e Jn::. form Solici·corial Retirement System, the Law Enforcement Officers 'Benefit and Retirement Fund, 
::he ;:'-_rer,ens' Pension Fund, and the Insurance · Depar:ment. Costs include those for basic actuarial 
se:::-v ic•~.s and those for special studie$, but do not include the c~sts tor actuarial services for which · 
tht:' Ir.surance D~partment is . reimbursed by insurance companieµ. : , _ 1 

; 

2 . 
Est.J..mab:i-d Costs 

I 

I 

I -l 



r-=ts in 

COMBINED AC'I'UARIJl.L COSTSl --EEIIREMENT S'!STEMS, INSURANCE DEPAR~..ENT 
tnousar.ds 

I 

' 
$130 

! 

t ~ 2.~0 
- --~'\··· ---.-... 

- ·--·· ---·· - · - : I " 110 

i- 1 
. -·-· 

!-- . I 
I-· -

i ·-+- .. I 
I 

100 t 

j 
90 I ---· ... _ .. _._ --··------------ ····. ----

l 

- -- so I 
70 l 
60 I 

I t ·--·soj ----- ·· -- · 
I , . 

.10 t .. ~ 
- I V--

; 

. -· +---- + 

I 
.l .. -·: --

- - --- __ ,j __ ___ ~ - . ·- --" -- -~- -- ·--~ _ ;_ _ _ - - ~---l 
j I ! I ~ i 

--
1=I~~t=i~ :-~J~~_II -~ '.--1~-·- ~ I -• •.. 

: : 'I'· i i ! I : I 
--·- --~· - +---o·- -- 1-·~--i-- -+-.+-- ~ ----i - - . -- J 

i : · i : I I ! : I: ! : I ; I i . ! ! ..• ,. I I 

--~)--LL :--1t~r--i---r--i---r= i--
, : I ! ! I ! : . j ! l I 

~r-~:;_-:, =1~:-~~r--:-:- · :-~~ _-----i ~ r-
• I ' I I i . ! i 
: - L. - .. ; . _., I l . 

! . I 
I 

--- - .... , -- . 

i 

r-
-- ·+-- - - T- --~ ---·- - : I ---.. - ~ - .:~ -1.< -- -1-; ~ --

,; \/ '' ' ' ' 

I ' 

- .- - - . ' 
I ' • - - - - : ! -~ - ' ' I I - - ·--

__ _. _ • - I i - - _ _!__ - _[ -~ - - ~ 

- --. ---- . ----·. 
! ' 

~· p;i I 

~1 
f 

_j_ ____ j -·-•· -· ·- - ---- .. ·1· 

··--- -·-- - ··-·· ···---; --·;-·--r 

, I 
• ·•· . ---- - -·- . - ~ - T 

1 · 

I 
J :3 0 ;. ______ ,____ - -· - . -
' 1S·65 =()t: '67 '68 '69 ~70 '71 '72 i73 •74 °75 2 '76 2 '77 2 •1e 2 '792 •so2 : 

l 
I 

$130, I 

I 
120 · f 

110 

100 

'90 

:ao : 
I 

10; I 
:Go ; ___ 

50 -

·4o i 

30 

:.. -

.. -

' 

); 
; t-c1 

- l~ 
: t:1 

-· ;~ 
~ ~ 
i 
I . - - ·· : ·-
i 

-- ... 1 

- ---

--

' 
' : l . ; 
i 
l 

1- B::is;d o-;:..· figures supplied by the -Te2.ch;;;~ i and Stats Employ~es' Retirerr..ent System, the Local Govern-
n:t=:~1::.:tl Rt='.tirement System, the Uniform .J\1dicic.l Retire:nent System 1 the Uniform Clerks of Court Retirement 
Sysb:::.~~ , .. the Uni fonn Solicitorial Retin==~;1ent Sys terr / tht. Law Enforce;P.ent Officers' Benefit · and Retirement ; 
..t,u...-,d,. the Fi::cemer:s' PeYlsion Fund; and tile· Tnsurar~ce Department.r::osts include those for basic actuarial 
s(:~-~v.icc:s and t:-:.ose for special studies, :but do not iaclude the costs for actuarial services for which ! 

I 
I 
I 
I 
! 

l 

t::r.e Imh1rance Def-o.rtment is reimbursed by ins1.:rance companie·s~ - .. -: ! ; j j 
- · .i .. ; · .; . . . ; ! ! ji. .I 

! I I j i ' ' I 
' I I I I ! . ~ 

.. t- .. . ·1 I ' . . ~ :'! 

2 . ' Est; im:it.ed costs .! 
I ~ I ! 
, . I l 



'!PpErfutx L 

· .•. ' 

-~'!!I ~-~1r . 
IJci.; 1 ;I 1978 .. ~ . ' 

LEG/SL.A,. . 
I 1VE SE,?VJCE. . . .. 

11 October 19 76 

The Honorable Claude DeBruhl 
Member, Bouse of Repxesentatives 
~orth Carolina General Assembly 
Stat:e Legislative Building 
Raleigb, North Carolina 27611 

Dear Representative DaBrullla 

. S DfF/Cf . . 

Pursuant to your requeat I am enclosing the Attorney Genera1'a 
Opinion relating to the power of the Board of Trustees of the 
Teachers' and State Employees' Retirement System to set employer 
ex>ntribution rates in excess of the rate used .by the Glmeral 
Assemoly in making appropriations in the Current Operations 
Budget Act. 

Should you have any questions concerning this matter, or if 
:I can be of assistance in any other matter, please do not 
hesitate to contact ma. 

hSH/ch 

Enc. 

.. , '"" 

Very truly yours, 

RUFUS L. EDMISTEN 
AT'l'ORNEY GENERAL 

Norma s. Harrell 
Associate Attorney General 
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~tttfe :af ~orth. aittraliwt 
RUl"US L. EDMISTEN 

ATTORNIY GltNPA&. 

~ipttrim~rd af 31ustice 
P. o. Box 629 

RALEIGH 
27602 

11 October 1976 

SUBJECT; State Deparb~ents, Institutions and Agencies; 
Teachers' and State Employees' Retirement _ 
System; Employer Contribution Rate for Retire-
ment System; Appropriations . 

REQUESTED BY: Representative Claude DeBruh1, Member 
North Carolina House of Representatives 
~eneral Assembly of North Carolina 

QUES~1ION: Does the Board of Trustees of the Teachers' and 
State Employees' Retirement System have the 
power to set an employer contribution rate for 
the Retirement System in excess of the rate used 
by the General Assembly in making appropriations 
in the Current Operations Budget Act? . 

CONCLUSION~ The Board of Trustees of the Teachers' and State 
Employees' Retirement System has the power to set 
an employer cont'ribution rate for the Retirement 

. System pursuant to G.S. 135-6(n) without regard 
to the rate used by the General Assembly in deter-
mining the amount appropriated in the Current 
Operations Budget Act. 

The North Carolina General Assembly appropriated funds to be 
used by State departments, institutions and agencies :in its 
Budget Act of 1976, for such purposes as salaries, employer 
contributions due the Retirement System, and other expenses 
connected with the operation of the departments. The Budget 
Act appropriates a lump sum to each department for "current 
operations." The amounts expected to be used for employer 
contributions to the Retirement System are not specified, but are 
merely part of the "current operations-g.eneral fund" allocation. _ 
The only provisions which speak specifically to the Retirement Sys-
tem are a "Reserve for Retirement, Social Security, Hospitalization 
Insurance & Unemployment Compensation of Teachers and State 
Employees" of $3,176,446.00, an nEmployers Retirement Contribu-
tion for Central Offices & Division of Highways 0 within 
the Department of Transportation of $9,994,282.00, and a "Reserve 
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for Increased Retirement Benefits," also within the Department 
of Transportation of $220,000.00. With .the possible exception 
of the "Employer's Retirement Contribution for Central Offices 
& Division of Highways" appropriation in the Department of 
Transportation, funds available to the departments and agencies 
for payment of employer contributions are not specifically ear-
marked as such, but are part of their current oparations appro-
priation. The two reserves for retirement purposes do not speak 
to the amount of employer contributions to be paid, but _mere1y 
provide an added · resource if other funds are insufficient. 
Information has been presented thal:the General Assembly relied 
upon a figure of 9.12% in Qetermining how much .money should go 
into the General Fund for purposes of employer contribution pay-
ments by the various departments and agencies of the State. 
However, there is nothing in this appropriations act which indi-
cates the dollar amount of money allocated for that particular 
purpose to any individual department or agency, with the one 
exception mentioned, and nothing to indicate the percentage figure 
employed by the General Assembly in determining either the total 
·amount of the general fund or the part of the general fund which 
should be used for employer contributions. 

The Board of Trustees of the Teachers' ·and State Employees' 
Retirement System has increased the rate .of employer contributions 
for retirement purposes to 9.22%. The question has been raised _ 
whether the Board of Trustees may __ raise the rate to 9.22% when the 
General Assembly relied upon a rate of 9.12% and rejected a rate of 
9.22% in making estimates for the amount to go into the general fund 
for current operations of the departments. North Carolina Genera1 
Statutes §135-6(n) authorizes the Board of Trustees of the Retire-
ment System to "[c]ertify the rates of contributions payable by 
the State of North Carolina on account of new entrants at various 
ages." The Board must take into account the result of an' actuarial 
investigation into the mortality, service and compensation experience 
of members and beneficiaries of the Retirement System, and an 
evaluation of the assets and liabilities of the funds of the System 
made by the actuary. Such actuarial investigations are required by 
G.S. 135-6(n) to be conducted at least once each five (5) years. 
Additionally, G.S. 135-S(d} provides that employers shall pay 
into the Retirement System a percentage of each employee's wages 
known as the "normal contribution rate" and the "accrued liabi1ity 
contribution" rate, based on the required actuarial valuations. 
Further evidence of the authority of the Board of Trustees comes 
from G.S. 135-B(f), which requires the Board to certify bienially 
to the Department of Administration a statenent of the total amount 
necessary for the pension accumulation and expense funds. The 
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statute provided a rate to be followed until the first valua-
tion could be made and the rates then cornouted on the basis of 
the actuarial valuation. The statute app~ars clearly to give 
the Board of Trustees the authority, in reliance upon the 
results of the required actuarial investigations, to establish 
the rate of employer contributions to ·the Retirement System. 
The question is then whether the appropriations act limits or 
negates this authority. 

"Under provisions contained in the consti-
tutions of many states no money may be paid 
or drawn from .the state treasury or warrant 
drawn therefor except in pursuance of speci-
fic appropriations made by law.. The object 
of such a provision is to prevent the expendi-
ture of the ·people's funds without their own 
consent, expressed either by themselves in the 
state constitution or by their representatives 
in legislative acts. Under such a provision 
the existence of the required appropriation 
is a condition to enforcement of claims against 
and of obligations of, the state, but it .has · -
been held that the payment of a necassary 
governmental expense incurred under express 
legislative authority may be compelled, even 
though the appropriation therefor has been 
exhausted." 81 CJS ,· States, §160. 

North Carolina does have a constitutional pr9vision requiring 
appropriations in order for money validly to be expended by . the 
State. Article V, §7(1), of the .North Carolina Constitution, 
provides that: ·~ 

nNo . money .shall be drawn . from the State 
treasury but in consequence of appro-
priations made by law, and an accurate 
account of the receipts and expenditures 
of the State funds shall be published 
annually." 

This requirement has been recognized in numerous cases in the 
courts of this State. "Moneys paid into the hands of the State 
Treasurer by virtue of a State law become .public funds for which 
the Treasurer is responsible, and may be disbursed only in accor-
dance with legislative authority." State v. Davis, 270 N.C. 1, 
13, 153 S.E.2d 749 {1967); Gardner v. Board of Trustees of North 
Carolina Local Governmental Employees' Retirerr~nt System, 226 
N.C. 465, 468, 38 S.E .. 2d 314 (1946). 

L-4 



-4-

Clearly, there must be an appropriation in order for the St~te 
departments, institutions and agencies to pay the employer 
contribution rate to the Retirement System. "The proceeds of 
State tax levies appropriated by the General Assembly for one 
purpose may not lawfully be disbursed by State Officers for a 
different purpose and citizens and taxpayers of the State may 
sue to restrain such illegal diversion of public funds.• Lewis 
v. White, 287 N.C. 62-S, 216 S.E.2d 134 (1975). The agencies 
and _departments of the State goven1ment may not lawfully pay or 
have paid to the Teachers' and State Employees• Retirement System 
monies which were appropriated for a purpose other than for 
payment of the employer contribution rate. 

As established bef~re, the lump sum appropriations to the genera1 
fund for current operations of the departments do not specify a 
particular amount or a particular rate of payments to the Retire-
ment System by the departments and agencies as payments of the 
employer contributions rate for their employees. •It has been 
held that a constitutional provision that no money _be withdrawn 
from the treasury except in pursuance of appropriations made by 
law does not require that appropriations be detailed, definite, 
or specific, and does not forbid a lump sum appropriation for 
a number of related purposes." 81 CJS , - States, §16 4 (c) • 

"Unless required by the Constitution, an appropriation need not 
be itemized, and the appropriation of a _lump sum to a State 
department or institution to be allocated by.it for the stated· 
purpose is valid." 81 CJs,· -States, §164(d). The General Assembly 
lawfully appropriated a lump sum to the various State departments 
and agencies for purposes of cqrrent operations of those depart-
ments and agencies. The appropriation was valid without a 
separate statement of the amount a~d purpose of each item which 
might be included within the funds allotted for current operations. 

Of course, State departments, institutions, and agencies in 
North Carolina are restricted in the manner in which they spend 
monies appropriated to them not only by the AppropriatiansAct, 
but also by the provisions of the Executive Budget Act, _Article 
1 of Chapter 143 of the North Carolina General Statutes. The 
Director of the Budget must submit to t-tie Genera1 Assemb1y a 
complete and itemized plan of all proposed expenditures for each 
State department, institution, or agency or any other person or 
organization using State funds. _N.C.G.S. §143-11. The Director 
of the Budget, with the advice of the Advisory Budget Commission, 
then prepares and submits the "Budget Appropriation Bil1" and 
"Budget Revenue Bill" to the General Assembly. N.C.G.S. §143-12. 
The General Assembly then reduces, increases, and strikes out 
appropriations in the "Budget Appropriation Bi11." N.C.G.S. §143-15. 
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Once the "Budget Appropriation Bill" is passed, each State 
department, institution, and agency may spend money only 
in accordance with the appropriation and the rules, require-
ments, and regulations made pursuant to the Executive ~udget 
Act. N.C.G,S. §143-16. Each State department, institution·, 
or agency must submit to the Director of the Budget requests 
for payment of appropriations made to them in the form of a 
budget which follows the recommendations of the Director of the 
Budget and the Advisory Budget Commission, and any amendme~ts 
by the General Assembly. N.C.G~S. §143-33. Anyone who violates 
the provisions of the Act or refuses to perform rules or 
requirements of the Director of the Budget made under the 
authority of the Executive Budget Act is subject to a $250 
penalty and also is guilty of a misdemeanor. N.C.G.S. §143-33. 
Consequently, State departments, institutions· and agencies 
may not ordinarily spend money in excess of the amount itemized 
for a particular purpose in the budget report. However, North 
Carolina General Statutes §143-23 should make.it possible· for 
them to comply with the requirements of the Executive Budget 
Act and also to make the increased payments to the Retirement 
System in accordance with the employer contribution rate set 
by the Board of Trustees of the Teachers' and State Empioyees' 
Retirement System. 

"143-23. All maintenance funds for itemized 
purposes) transfers between obJects and items. 
--All appropriations now or hereafter made for 
the maintenance . of the various departments, 

.. institutions and other spending agencies of the 
State, are for the purposes and/or objects · 
enumerated in the itemized requirements of such 
departments, institutions and other spending -
agencies submitted to the .General Assembly by 
the Director of tleBudget and the Advisory 
Budget Conunission, and/or as amended by the 
General Assembly. Transfers or changes as 
between objects and items in the budget of any 
department, institution or other spending agency, 
may be made at the request in writing of the 
head of such department, institution or other 
spending agency by the Director of the Budget.• 
N.C.G.S. §143-23. 

By allowing transfer or changes as between particular objects 
and items in the Budget of any department, institution or · 
agency, N.C.G.S. §143-23 would allow the departrr.ents, institu- -
tions, and agencies to take advantage of other maintenance funds, 
or current operations items, to pay the increased employer 
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contribution rate. Opinion of Attorney General to Mr. Thomas 
J. illl.ite, Chairman, Advisory Budget Commission, 40 N.C.A.G. 
286 (1970). See also Styers· v.· Phillips, 277 N.C. 460, 178 
S.E. 2d 583 (1971). The State departnents, institutions, and 
agencies could face a real dilemma in complying with the 
requirements for payment of the employer contribution rate if 
there were not sufficient funds available in other items listed 
unc:Ermaintenance or current operations of their budgets and 

. the Appropriations Act .available for t~ansfer for payment of 
the empioyer contribution rate. 

In Styers v. Phillips, supra., the Supreme Court ·of North Carolina ·· 
decided tha~ the State BoaJ:"d of Ed~cation had authority _to allocate 
funds from an appropriation for the Nine Months School Fund to 
city and CO\lllty boards of education for the purpose of transporting 
urban pupils to and from schools located within the corporate limits 
of the cities and towns in which they lived. A federa1 court had 
held unconstitutional a North Carolina statute denying transporta-
tion to urban pupils residing in areas which were within the 
boundaries of municipalities on February 6, 1957, but providing· 
transportation for pupils in areas annexed by municipalities after 
that date. Clearly, the appropriations for county and city ·trans- . 
portation of pupils for that school year did not contemplate 
providing transportation to all pupils within municipalities living. 
a certain distance from the schools without regard1o when those 
areas had been annexed. The Court noted that the only statutory 
restriction upon the funds which were subsequently allocated 
for transportation of such pupils was that they be used for 
transportation purposes, and that neither the Appropriations Act 
nor the Budget Advice earmarked trapsportation funds for transpor-
tation ·of children according to where they lived or the time at 
which the municipality annexed the areas in whicll they lived. The 
court determined that funds appropriated for transportation of pupi1s 
could-be used to transport pupils within the municipalities -who had 

·not been considered eligible for transportation by the loca1 boards 
before the federal court ruling. It rejected the argument that the 
legislature's failure to appropriate sufficient money to transport 
all the pupils involved manifested an intention that no tax funds 
should be.spent for intra-city transportation. It also rejected the 
argument that legislative intent could be shown through statements 
of specific legislators or the introduction of a bill and fai1ure 
to pass which would have achieved a result similar to the one 

·accomplished by administrative action after the federal court ruling. 
Thus, the Supreme Court of North Carolina ruled that funds could be 
spent in excess of the amount contemplated by the General Assembly 
and perhaps in a somewhat different waJ.' from that contemplated by 
the General Assembly when the manner in which the funds were 
spent fell within the language and general purpose of the appro-
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priations. The court rejected extrinsic evidence of a legis-
lative intent that the appropriation not be utilized for intra-
city transportation. ·The language of the statutes controlled. 

We have here a · situation comparable to that presented-in Styers 
v. Phillips, sutl."a. The provisions of N.C.G.S. Sl35-6(n) and 
§135-S(d) and ( ) clearly authorize the · Board of Trustees of the 
Teachers' and State Employees' Retirement System to set the 
employer contribution rate ·to be paid by State departments and 
agencies to the Retirement System. The Appropriations Act 
allocates funds to the various departments and agencies for the · 
purpose of conducting. their current operations, which would 
include payment of the employer contribut.ion rate required to be 
paid to the Retirement _System for member employees. ~he Appro-
priatiom Act does not specify the rate at which such employers. . · 
contributions are to be paid or the total dollar amount to be · 
paid by the individual departments and ·agencies for employer 
contributions. Since the ~ppropriations Act and the relevant · 
substantive statutes clearly authorize the agencies and depart- . 
ments to pay employer contributions to tJ:>.e ;a~tirement System, · 

.they must do so at the rate established by the Board of Trustes 
of the Teachers' and State Employees' Retirement System pur~uant 
to N.C.G.S. §135-6(n) ·and 5135-S(d) and (f), as long as they 

. comply with the requirements of the Executive Budget Act, 
Article l, Chapter 143 of the General · Statutes .of North Carolina. 
The intent of the legislature cannot be establish•d by extri~slQ 
statements of members of the General Assembly. Its ·use of the 
figure 9.12t in deciding how inuch to allow for employer contri-
butions in the general f und-cu~rent operations appropriati~ns 
for the various departments and agencies does not restrict or 
prevent the Board of Trustees of the Teachers' and State Employees' 
Retirement System from requiring that the departments ·and 
agencies pay the employer contributions at. a rate . of 9 .22•, nor 
does it allow. the departmente and agencies to avoid paying, the 
9.22• rate. 

lfSH/ch 

RUFUS L. EDMISTEN 
A'l'TORNBY GENERAL 

Norma s. Harrell 
Associate Atto:ney General 



APPENDIX M 

TEACHERS' AND STATE EMPLOYEES' RETIREMENT SYSTEM 

1. Statement of actuarial assumptions: 
a. Interest rate 5%. 
b. Salary increase rates: 

State Male Female 
~ Employees Teachers Teachers 

25 .0689 .0689 .0689 
35 .0526 .0526 .0526 
45 .0279 .0279 .0279 
55 . 0226 . 0226 . 0226 
60 .0195 .0195 .0195 

c. Normal liability contribution rate 4.95% of payroll. / 
d. Turnover or withdrawal rates: 

State Male Female 
~ Employees Teachers Teachers 

25 .1350 .0997 .1283 
35 .0818 .0606 .0561 
45 . 0494 . 0367 . 0233 
55 . 0321 . 0203 . 0118 
60 

e. Disability rates: 
State Male Female 

~ Employees Teachers Teachers 
25 . 0006 ----:ooor- . 00~ 
35 . 0010 . 0003 . 0004 
45 .0026 .0011 .0012 
55 .0052 .0034 .0035 
60 

f. Mortality rates: 
State Male Female 

~ Employees Teachers Teachers 
25 .0009 .0005 .0003 
35 .0014 .0012 .0006 
45 .0028 .0025 .0013 
55 . 0075 . 0050 . 0029 
60 .0108 .0070 .0045 

Death Benefit 0.35% of payroll. 
g. Life expectancy in years: 

Male Female 
State State 

age Employees Teachers Employees Teachers 
60 17. 2 18. 0 22. 1 22. 9 
65 13.8 14.5 18.2 19.0 

h. Projected increases in post-retirement a 11 owances· - increase 
equal to actual increase in Consumer Price Index not to exceed 
8%, payable July l, 1976. · 

2. Unfunded accrued liability: 
% of Payroll Amount in Dollars 

3.82% for 1975-76; $825,406,811 -r--
3.92% for Thereafter 

3. Liquidation of unfunded accrued liability 27 years. 
4. Present reserve for retirement allowances $669,930,169. 
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APPENDIX M 

LOCAL GOVERNMENTAL EMPLOYEES' RETIREMENT SYSTEM 

l·. Statement of actuarial assumptions: 
a. Interest rate 412%. 
b. Salary increase rates: · 

~ General Employees 
25 .0589 
35 .0426 
45 . 0179 
55 . 0126 
60 . 0095 

Firemen and 
Policemen 

.0362 

.0196 

.0129 

.0100 

.0095 
c. Normal liability contribution rate 3.24%. 
d. Turnover or withdrawal rates: 

age_ General Employees 
25 . 1350 
35 . 0818 
45 . 0494 
55 .0321 
60 

e. Disability rates: 

age 
25 
35 
45 
55 
60 

General Employees 
.0006 
.0010 
.0026 
.0052 

f. Mortality rates: 

Firemen and 
Policemen 

.1160 

.0635 

.0470 

.0470 

Firemen and 
Policemen 

.0003 

.0006 

.0013 

.0054 

.0129 

Firemen and 
age General Employees Policemen 

Male · Female 
25 . 0009 . 0003 . 0010 
35 .0014 .0006 .0015 
45 . 0028 . 0013 . 0031 
55 . 0075 . 0029 . 0076 
60 .0108 .0045 .0107 

Death benefit varies from unit to unit (average rate 0.35%}. 
g. Life expectancy in years: 
~ Male Female 

60 17.7 20.5 
65 14.4 17.0 . 

h. Projected increases in post-retirement allowances - increase equal 
to actual increase in Consumer Price Index not to exceed 8%, 
payable July 1, 1976. 

2. Unfunded accrued liability: 
% o.f Payroll Amount in Dollars 

Varies from un1t to unit $50,206,161 
(average rate 2.07%) 

3. Liquidation of unfunded accrued liability - varies from zero to 24 
years (average 13.3 years). 

4. Present reserves for retirement allowances $61,143,741 
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SURVEY CONDUCTED BY THE TEACHERS' AND STATE EMPLOYEES 1 

RETIREMENT SYSTEM OF NORTH CAROLINA 

Liquidation Period Interest 
for Accrued Assumption Interest Credited 
Liability Rate to Accounts 

Teachers 27 years 5.0% 4.0% 
North Carolina State 27 years 5.0% 4.0% 

Local Varies with Unit 4.5% 4.0% 

Teachers 24 years (*) 4.75% 4.0% 
Alabama State 24 years (*) 4.75% 4.0% 

Local 24 years (*) 4.75% 4.0% 

Teachers 33 years 6.5% 0% 
Florida State 33 years 6.5% 0% 

Local 33 years 6.5% 0% 

Teachers Interest only 5.0% 4.5% 
Georgia State 40 years 4.5% 4.0% 

Local N/A N/A N/A 

Teachers 30 years 4.5% 3.0% 
Kentucky State 1%/year + interest 6.0% 3.0% 

Local 1%/year + interest 6.0% 3.0% 

Teachers 39 years 5.25% 4.0% 
South Carolina State 39 years 5.25% 4.0% 

Local 39 years 5.25% 4.0% 

Teachers 40 years 5.38% 5.0% 
Tennessee State 40 years 5~38% 5.0% 

Local 40 years 5.38% 5.0% 

Teachers 40 years 5.25% 4.0% 
V1'rgi ni a State 40 years 5.25% 4.0% 

Local 40 years 5.25% 4.0% 

(*) Not comparable because the accrued 1iabi1 ity is not funded on the same 
basis as ours. 
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APPENDIX 0 

S. B. 954 CHAPTER 983 
AN ACT TO 'MODIFY CURRENT OPE RAT IONS AND CAPITAL 

IMPROVEMENTS APPROPRIATIONS FOR NORTH CAROLINA 
STATE GOVERNMENT FOR THE FISCAL YEAR 1976-77, A~1D TO 
MAKE OTHER CHANGES IN THE BUDGET OPERATION OF THE 
STATE. 

The General Assembly of North C~rolina enacts: 

-RETIREMENT SYSTEM EMPLOYEE CONTRIBUTION/STUDY 
Sec. 25. The Fiscal Research Division of the Legislative Services 

Commission is authorized and empowered to have an examination conducted of · 
the Teachers' and State Employees' Retirement System to determine the 
appropriate employers' matching contribution rate that should be used for the 
1977-79 bi~nnium, and to study funding arran1ement1 to support 
holpitalization insurance for reti~ teachers and State employees. The ~Its 
of these studies shall be made available to the 1977 General Amembly prlOr to 
the convening olthe eession. 

-REVISE BENEFITS/LOCAL GOVERNMENTAL EMPLOYEES' 
RETIREMENT 

Sec. 125. G.S. 128-21(5), as it appears in 1974 Replacement Volume 38 
of the General Statutes, is hereby amended by striking out the word "five0 in 
line 2 and inserting in lieu thereof the word "four". 

Sec. 126: The first four lines of G.S. 128-27(b4 ), as it appears in 1974 
Replacement Volume 3B of the General Statutes, are rewritten to read as 
follows: 

"(b4) Service Retirement Allowances of Members Retiring on or after July 1, 
1973, but prior to July 1, 1976.- -Upon retirement from service, in accordance 
with subsection (a) above. on or after July 1. 1973, but prior to July 1, 1976. a 
member shall receive a service retirement al!owance computed as follows:" 

Sec. 127. G.S. 128-27, as it appears in 1974 Replacement Volume 3B of 
the General Statutes, is further amende\.i by the addition of a new subsection 
immediately after (b4) reading as follows: 

"(b5) Service Retirement Allowances of Members Retiring on or after July 1, 
1976.-Upon retirement from service, in accordance with subsection (a) above, 
on or after. July 1, 1976, a member shall receive a service retirement allowanee 
computed as follows: 

(1) If the member's service retirement date occurs on or after his sixty-fifth 
birthday, regardless of his years of creditable service, or after the completion of 
30 years of creditable service. such allowance shall be equal to one and one-half 
percent ( 1 1 /2%) of his average final compensation, multiplied by the number of 
years of his creditable service. · 

(2a) lf the member's service retirement date occurs on or after his sixtieth 
bir~day but before his sixty-fifth birthday and prior to his completion of 30 or 
more years of ~rvice, his service retirement allowance shall be computed lS in 
( 1) above, but shall be reduced by one quarter of one percent ( 1I4 of 1 % ) thereof 
for each month by which his retirement date precedes the first day of the month 
coincident with or next following his sh~ty-fifth birthday. 

(2b) If the member's service retirement date occurs before his sixtieth 
birthday and prior to his. completion of 30 or more years of creditable service, 
his service retirement allowance shall be the actuarial equivalent of the 
allowance payable at the age of 60 years as computed in ( 2a) above. 

(3) No!withstanding the foregoing provisions, any member whose creditable 
eervice commenced prior to Jqly 1, 1965, and uniformed policemen or firemen 
not covered under the Social Security Act employed thereafter, shall receive not 
leas than the benefits provided by G.S. 128-27(b)." 
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Sec. 128. G.S. 128-27(t), as it appears in the 1975 Supplement to 
Volume 3B of the General Statutes, is amended by striking out the date "June 
30, 1963" in line 6 and inserting in lieu thereof the date "June 30. 1965 ". 

Sec. 129. G.S. 128-30(b)(l ),. as the same appears in the 1974 
Replac:ement Volume of the General Statutes. is hereby amended by inserting 
after the comma and before the word "the" in line 13 of the second paragraph 
the following: "and ending June 30, 1976,". 

Sec. 130. G.S. 128-30(b)(l ), as it appears in 1974 Replacement Volume 
38 of the General Statutes, is further amended by adding a new paragraph at the 
end to read as follows: 

.. Notwithstanding the foregoing, effective July 1. 1976, with respect to 
compensation paid on and after July 1. 1976, the rate of such deductions shall be 
1ix percentum (6%) of the compensation received by any member. Such rates 
ftll apply uniformly to all members of the retirement system, irnlpective of ca-.·· 

- . EFFECTIVEDATES - -- ------- -
Sec. 110. Sections 60 through 85 9f this act that relate to amendment of 

the Administrative Procedure Act. G.S. Chapter 150A and related G.S. aectima. 
ahaU become effective upon ratification. These sections are· under the heading 
"-AMEND THE ADMINISTRATIVE PROCEDURES ACT AND 
RELATED STATUTES." 

Sec. 151. (Text deleted) 
Sec. 152. All other provisions of this act shall become effective July 1. 

1176. 
In the General Aaaembly read three tinm Ind ratified, this the 14th day of 

May, 1976. 
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Group I 

APPENDIX P 

TEACHERS' AND STATE EMPLOYEES' 
RETIREMENT SYSTEM 

House Resolution 1200 

Updated for 7% 
Co.st-of-living increase 
Effective 7/1/76 

30 or more years' service; under age 62, retired between July 1, 
1971 and June 30, 1973 - membership service only: 

$925,027 

Other related groups not to be ignored: 

GROUP IA 30 or more years' service; under age 62; retired between 
July 1~ 1971 and June 30, 1973 - all creditable service: 

$2,935,050 

Group II 30 or more years' service; under age 62; retired between 
July l, 1969 and June 30, l97l .... all creditable service: 

$4,766,668 

Group III 30 or more years' ·service; under age 65; retired between 
July 1,. 1963 and June 30, 1969 - all creditable service: 

$5,843,046 

Group IV 30 or more years' service; under age 65; retired between 
July 1, 1942 and June 30, 1963 under Money Purchase Plan -
all creditable service: 

Group I --------------------- $ 925.027 
Group IA 
Group . II 

Group III 

Group · IV 
Total 

---------------------. . . 

P-1 

2,935,050 
3,860,077 
4,766,668 
8,626,745 
5,843,046 

14,469,791 
2,434,812 

$16,904,603 

$2,434,812 

6/24/76 
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Average 
Final 
Annual 

.' 

COMPARISON SHOW!lTG RETIR:EliENT BENEFITS 
OF TEACHERS AND STATE D'lPLOYEFS AS PERCENTAGE 

OF AVERAGE FINAL ANNUAL COMPENSATION 

Upd~ted July 1~ 1976 

.. , 

Annuai Annual Percentage of Average Final Annual 
Social . Normal 

Retirement 
OomI?ensation Security Aiiiiual Normal I Annual Normal 

Compensation .~ · .Benefit Benefit Retirement · · · Retirement and 
Benefits Social Security 

Benefits 
I 6,000 $ 3,463 $2, 700: 45% 103% 

8,000 $·3,972 $3,600 45% 95% 
10,000 $ 4,314· $4,500 45% 88% 
12,000 $ 4,648 $5,400 45% 84% 
15,000 $ 4,648 ~6,750 45% 76% 

18,000 $ 4,648 $8, 100 45% 7.1 % 

20,000 $ 4,648 . $9,000 45% 68% 

25,000 .. $ 4,648 $11,250 45% 64% 

* Figures for comparison based upon the following hypothetical fact situation: 
An employee retires at the present time on his 65th birthday, and with 30 years ·• 
of credit in the retirement system. The employee has earned the stipulated 
average final annual compensation. 



COMPARISON OF TEACHERB' AND ST.A.TE EMPLOYEES' 
RETIREMENT Bfu~ITS TO THOSE OF SELECTED 

PRIVATE EMPLO:YEEB IN NORTH CAROLlliA 
. Conditions 

Years Service for Unreduced 
Contribution Rates Vesting To Qualify for Benefit 

Employers . I Employees Period Disability . Age I Service 
STATE -. 

1'eachers' and 65 Any 
State Employees 9.12% 6% 5 years 5 years Any 30 

PRIVATE N. C. 
BUS I.NF.ESES 
Insurance Co. ~ Firm A Full Cost 0% 10 years 4 years 65 15 1-\j 

Tobacco Co. 65 Any ~ 
!::d 

t::j 

Firm B Full Cost. 0% 10 years 15 years H 
I 55 . . 30 >:: ....., 

Textiles Service and !'.:d 

Firm C Varies 2% 10 years age must total 65 Any 
35 ears 

Utilities Co. 
}!'~rm D Full Cost 0% 10 years 10 years 65 10 

Bank 
Firm E Full Cost 0% 10 years 2 years 65 Any. 
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STA'lTE 

Teachers' and 
State Employees 

~ 
I PRIVATE N. C. I\) 

BUSilIBSSES 

Insurance Co. Firm A 

fobacco Co. lt'irm B 

rextiles Firm C 

Jtil i ti es Co. Firm D 

iank Firm E 

late: 

COMPARISON OF TEACHERS' AND STATE EMPLOYEES' 
RETIREMENT BENEFITS TO THOSE OF SELECTED 

PRIVATE El"IPLOYEES IN NORTH CAROLINA 

Percentage of 
Average Final 
Annual Compensa-

Monthly Benefit * . tion to Annual 
etirement lsocial I Total Retirement and 

Se cur- Social -Security 
ity Benefits . I . 

$375 $338 $713 86% 

$345 $338 $683 (1) 

$326 $338 $664 80% 

$312 $338 . $650 68% 

( I ) 
$283 $338 $621 

$248 $338 $586 70% 

Stock Option or 
Profit .Sharing 
Plan 

No 

No 

Yes 

No 

No 

No 

(l) Total career average salary used 

* Retirement and Social Security Benefits based upon . the following hypothetical fact 
situation: An employee .retires at the present time, on his 65 birthday, and with 30 
years of credit in the retire·ment system.. The. employees' average final annual compen-
sation ip $10,000. · 
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Updated to July 1, 1976 
TEitCiffRS s.1~LECTED COMPARISON OF RETIREMEtXT BENEFITS AS OF JM-TUA.RY 1; 1976 

i 

STATE COVERAGE 
NORTH CAROLINA: Teachers and 

State Employees. 

Alabama: Teachers .Only 

Florida: Teachers; State and 
county employees; cities 
(optional); policemen & 
firemen; elected 
.officials. 

GeD\..;gic. : 
(/) 
I 

j--1 

Kr:mtucky 

Teachers and School 
Administrative Personnel. 

Teachers Only 

Sou.th Ca:rol:i.na : Teachers, State 
Employees and Local 
Governmental Employees 
(optional). 

11cn::::c.s s 2e : Teachers, State 
Employees; Political 
Subdivisions.(optional); 
Firemen and Police; 
Elected Officials. 

Virginia Teachers, State 
Employees, municipal 
employees (optional), 

CONTRIBUTION HATES 
E.M.PLOY~.i:R I BMPLOYEI! 

9.12% 

15.55% 

9% 

8.936% 

9.9% 

7. 10% 

6% 

5% 

None 

··. 

6% 

7.7% 

4% to $4,800 
and 6% above 

VESTING 
PERIOD 

5 years ·of 
serv ice 

10 years of 
service over 
age 55 , or 15 
years of ser. 
under age 55. 

10 years of 
service 

10 years of 
serv ice. 

5 years of. 
service 

15 years 

11.5% 
4~ 5% up to . 
maximum taxabl~ 4 years 
for Socia 1 
Security and 
5% in. e·xcess 

4.44% 5% 5 years 

SERVICE CREDITS 
Pr ior, membership, 
military, out-of-state, 
restore withdrawn acct~~ 
unused sick leave,leave 
of absence (-educational 

Prior, membership, 
military, restore 
withdrawn acct. 

·Pri or, membership, 
mi litary 

Prior , membership, 
mili tary, out-of-state, 
restore ~ithdrawn acct. 
dependent SGhools 
(mil itary ) 
Prior, membership, 
military , out-of-state, 
restore withdrawn accts, 
leave of absence 
(educational) 
Prior, membersm p, 
military, out-of-state, 
restore withdrawn accts, 
leave of absence 
{educational) and 
maternity leave. 

Prior, membership, 
mi-1 itary, unused sick 
leave, restore with-
drawn accounts. 
Prior, membership, 
military (prior member-
ship required), restore 
withdrawn accounts 

YEA .... ~S ::o :: ::=:=::~·:L,'"E 
A VER.~·::;:: :? ==: .·~=:. 
COM.?EXSA~:c~ (f..~C) 

4 consecutive years 
producing highest i nl 
career. 

3 highest O:Jt of 
last lQ years. 

5 highest out of 
last 10 years. 

-. 

:::r> 
'-j 

~ 
d 
>---! 
:>< 
ro 

5 consecutive highest 
years. 

5 consecutive years I 
producing highes t in 
career. · 

3 consecutive years 
producing highest 
in career. 

5 consecutive years 
producing highest in 
career. 

3 consec1..1t i ve yea rs producing highest in 
career. 

-·- ~ -~~~~~~~~~~--~~~--------------------..... --.... .-............. ____________________ .... 



... 
1.=~~ACEE~S ------

S'l1ATE 

N. C. 

Ala. 

Fla. 

NOHl"1AL RETIREMENT 
Years of 

DISABILITY RETIREMENT 
Years of \ · 

Service A e Formula Service f.geFormula '.• 

Any 65 

10 60 

10 . 62 

1.5% .x AFC x years of I 5 
service Under 

65 

Same as normal (service 
projected to age 65 as I -20 
though member continued 
in service). 

10 but Under Z.0125% x Af~ x ser.less 
2. 0125% x AFC x yea rs ,, ess 60 J 14 of 1 %/month from age--
of service· than 60 to age at retirement 

30 (max. reduction 25%~ 

Line of Duty: 1.6% x AFC x Ser. (Min. 

2 

EARLY RETIRErT~..:. 
ears of 

Service IA~elFor::~la 
ame as normal (If less 

than 30 yrs. of service 
reduced by 3%/yr. from age 

' . 65 to age 60,& further 
red. act. to aae at ret. 

50 

NONE 

Minimum 10 63 
10 64 -

1.6% x AFC X service 
1.63% x AFC x service 
1.65% x AFC x service 
1.68% x AFC x service 

!"Y . Any 1 42% of AFC)not proiected~ 
D5her. 50-62 As above(Min.25% of AFCl 10 of 

l.6% of AFC x years of 
service(-) 5% reduction 
for each year under age 
62. 

Gn. 
t/) 
I 
I\) 

Ky. 

10 65 

Any 62 · 

5 60 

s. c. 5 65 

Tenn. .Any 65 

Va. Any 65 

5 - Under 50 As above{less 5%/yr.from 
aae 62)not orojected. 

43 

.0176 x AFC x years 
of service 

10 Any Same as normal {not 
projected). 

- ~, _ 10 . 60. 

2% x AFC x years of 
service 8 

1.25% up to $4800 + 
1.65% above $4800 x I 5 
AFC x years of 
service . 

1~75% x AFC x years of 
service minus .25% x I 5 
$6600 x years of · 
seryice 

. OJ 5% x AFC x yrs. of 
service if AFC is not I 5 
more than $13,200.,if 
more, .0165% x AFC 
minus $1200 x years of 
service 

Any 

Any 

Any · · 

Any . 

During· first 5 yrs.,~ of 
compensation;after 5 yrs,1 30 
recalculated on basis of 
earned service credit. 
Minimum is 26%. 
Same as ·normal{Servi.ce 
projected to age 65 minus I Any 
actuarial equipment of 
contr.which would have 
been ~ade had ser.cont.~-

Same as normal (Service 
projected to age 65. with I Any 
a max. of 20 yrs. of 
service credit). 

Same as normal, but if. 
less than age 60, serv. 
equals the lesser .of 2 
times actual ser. or ser. 
projected to age 60. 

Any 

60 

55 

Same as nonnal but 
reduced Ji per year from 
age 60. 

Same as nonnal, but 
reduced 31 for each 
year member retires 
prior to age 55. 

Same as nonnal, reduced 
by si per year from 
age 65. 

.. 

Same as nonn., but red. by 
.4%/ea.mo. of the dif. 
between act. age or ser. 
betwee·n age 65 or 35 yrs. of 
ser.,whichever is .less . 

NONE 



'f':2.AC~ rERS 

S?ATE 

IDGEDUCED 
SERVICE 
HET IHEMEN'I' 

N. C. 30 yea rs of 
service, 
regardless of 
~ge 

Ala. 

Jn.a. 

30 years of 
service, 
regardless of 
age 

Age 58 with 35 
years aggregate 
service; any age . 
with35 years 
continuous service 

Ga. 30 years of 
service, 

(fl regardless of' I 
\.>J age 

Ky. -

Age 55 with 30 
years of 
service 

s. c. 30 years of 
service, 
regardless of 
age 

'l1enn. 35 years of 
service, 
regardless of 
age 

Va. ·· · 60 years of age 
with 30 years 
of service 

., 

DEATH BENEFIT FORMULA 
Benefit equal to pre~eding · 
years earnings, with a 
maximum benefit of $15,000. 

Flat -$5,000 

None 

·None 

Flat 
$2,000 payable to estate 

Group Life 

2 times accumulated 
contributions plus interest 

Group Life equal to 2 times 
s.alary and double for 

' accidental death. Members 
pay 60% of cost. 

SOCIAL SECURITY INTEGRATION 
(How Accomplished)_ .. ~ 

In addition to .Retirement Benefit. 

In addition to Retirement Benefit 

In addition to Retirement Benefit 

Local Option - All but 8 counties have 
elected coverage in addition to 
Retirement Benefit 

~ 

Not covered 

In addition to Retirement Benefit 

In addition to Retirement Benefit 

In addition to Retirement Benefit 
member limited to 100% of ·AFC plus 
Social s.ecurity Benefit." 

12 
I 

I 

3 

Qu.AI,-r-;(IED RETIRS:-21\T 
SYS~E~: UNDER 
26 U.S.C. § 401 (a) 

Yes 

No 

No 

No 

Yes 

No 

No 

Yes 

! 

I 



'l'E _1~ CH?R S L~ 

MONTHLY BENEFITS FOR PRESENT RETIREES1 - " ? MONTHLY BENEFITS FOR PAST RETIREES~ 
• S~.'AT.E Hetir_?_ment !Social Security I Total : -- Retirement f So_c_il).l Security I '.i:otal 

N'. C. Age 65 - $375.00 -. $368. 10 $743~10 U.14. 54 $326. 50 . - $741.04 

Age 62 $375.00 $278.70 $653.70 $414.54 $244.00 $658.54 

Ala. Age 65 $503.13 $368.10 $871.23 $503.l3 $326.50 "$829.63 

Age 62 $503.13 $278.70 . $781.83 $503.13 $244.00 $747.13 

Fla. Age 65 ·$420.00 $368.10 - $788.10 -$479.80 . $326. 50 $806.30 

Age 62 $400.00 $278.70 $678.70 $424.36 $244.00 $668.36 
GCl. Age 65 $440.00 $368.10 $808.10 $510.24 $326.50 $836.74 

Age 62 $440.00 $278.70 $718.70 $494 .. 93 ·:· $244.00 $738.93 

r;}<y. Age 65 .$500.00 None $500.00 $525.51 l. . None $525.51 
I 

+=- Age 62 $500.00 None $500.00 - 11 -$525.SJ None $525. 51 

s. c. -Age 65 $364.50 $368.10 -$732.60 $_409.04 - .$326.~0 $735.54 

Age 62 $364.50 $278. 70 . $643.20 $341.~8 $244.00 · -$59L68 

:r f?nn • Age 65 $396.25 $368. 10 $764.35 
11 

$439.49 $326.50 $765.99 
$376.20 

.. 
Age 62 $339 .19 $278.70 _$617.89 $244.00 $620.20 

Va. Age 65 $375·. 00 $368.10 $743.10 $452.64 $326.50 $779. 14 -

Age 62 $375.00 -$278. 70 - $653.70 $452.64 . $244.00 $696.64 

: 1. }':i.;-;ures for _ comparison based upon the following hy:pothetica+ situation: An employee retiree at tl· 
p1·cr:cnt time, on his 65th birthday, and with 30 years of credit in the retirement system. The 
l : rnj)~O:Y<~C? has cc\rncd $10 ,ooo a year for, the last _ 10 years of his employment. 

2. Jt'-ir:,n:rr~s for comparison baned upon the following hypothetical situation: A retiree worked until h:.i 
. G)·ch birthclay r..nd retired. -He had 30-years 0£ credit in the retirem0nt system in which h0 retiri::~~ 
Ile earned $10,000 a year for the last 10' years which he worked. He. is now 70 years oldt five year 
ho.ving elapsed. ' 



Updated July 1, 1976 ~ 

STATE ' 
EI·!PJ .OYEES 

SELECTED COMPARISON OF RETIREMENT BENEFITS AS OF JANUARY 1, 19?6 

STA'I'E GO VERA GE 
~iORTH CAROLINA: Teachers and 

State Employees 

Uabama: 

!'lorida: 

;eorsio.: 
8 
I 

1---1 

{entucky: 

State Employees; State 
Police; Local 
Governmental Employees 
(Optional) 

Teachers; State and 
county employees; cities 
(optional); policemen & 
firemen; elected 
officials. 
State Employees, 
Appeilate Judges, State 
Police, County Tax Off-
icials, State tourt 
Emolovees 
State Employees and 
County Employees 

muth Carolina: Teachers, State 
Employees and 
Local .Governmental 
Employees 
(Optional) 

rennessee: Teachers ,State Employees: 

/irginia: 

Political Subdivisions 
(Op ti ona l) ; .. Firemen & .. 
Police;Elected Officials 

Teachers~ State 
Employees, municipal 
employees '(Optional) 

CONTRIBUTION RATES 
EMPLOYER I EMPLOYEF:_ 

Same as Teachers · 

10.27% 5% 

Same as Tea~hers 

With Soc. Sec.: 

I 

VESTING 
PERIOD 

Same as 
Teachers 

Same as 
Teachers 

Same as 
Teachers 

8% 3% to $4, 200 and t · Same as 
5% on excess · Teachers · 
Without Soc.Sec.: 
5% of Salary 

7~% 4% I 

Same as Teachers 

4~5% up to 
.s. 35% maximum tax- I 

able for Social 
Security & 5% 
on excess 

2.16% 5% I 

8 years of 
service 

Sarne as 
Teachers 

Same as 
Teachers 

Same as 
Teachers 

SERVICE CREDITS 

Same as Teachers 

Same as Je~chers 

·Same as Teachers 

Prior, membership, 
mi"litary (prior member-
ship ~~r: required),re-
store withdrawan accts. 
unused sick leave 

Prior (must be pur-
chased), membership, 
military, restore 
withdrawn accounts·. · · 

Same as Teachers 

I Same as Teachers 

Same as Teachers 

l 

YEARS TO DETERMINE 
AVERAGE FINAL . 
COMPENSATION-(AFC) 

Same as Teache .. rs 

Same as Teachers 

Same as Teachers 

> 
f-i: 
'-c 
txJ 
'Z 
tJ 
H 
>< 
8 

Highest 8 consecutive 
calendar quarters 

Same as Teachers 

Same as Teachers 

I Same as Teachers 

.-
Same as Teachers 

I 
I 
I 



... ,_ 

1' 

., .. ,, 
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.. 
STATE EMPLOYEES 2 

STATE 
N. C. 

Ala. 

Fla. 

~a. 
fuAny 

Ky. 

8 

s. c. 

'11enn. 

Va.\,· , 
' ' :·.: 

NOHli.AL RETIREMENT 
ears of\ . l Service Age Formula 

DISABILITY RETIREMENT 
Years o.f( \ · 
ServiceAge Formula 

Same as Teachers Same as Teachers 

Same as Teachers Same as Teachers 

--.--··--

- Same as Teachers Same as Teachers 

Over $4200: l . 18% for ls t yr. 13. 333-fo-TB 
increasing .03% each yr. 18.083 to 22 
thereafter x AFC x ser. 22.833 to 27 

Under $4200: 60% of above (non 27.583 and 65 
S.S. receives additional above · 

Any 75% of age oCfall owancJ~
Any Full age 60 allowance 
Any 75% of age 65 a 11 owanc~ lo 
Any Full age 65 al lowance 

EARLY RET~:T 
.Years of l I ServiceAge For=.ula 

Same as Teachers 

Same as Teachers 

Same as Teachers 

60 Same as normal but 
reduced 5% per year from 
age 65. 

Same as .normal Same as normal, but 
1.6% AFC x years of 5 

Under 
65 (Service doubled but reduced 5% per year from 

not to exceed 25 8 55 age 65 to age 60, and 4% 
years) per year from age 60 to . 

·age.55. -
65 service · 

.. 

Same as Teachers Same as Teachers . Same as Teachers 

.. 
Same as Teachers I Same as Teachers I Same as Teachers 

• 

I I Same as Teach'ers· Same as Teachers -Same as Teachers 
' 



r 

STATE.EMPLOY.SES 

UNREDUCED 
SERVICE 

STP.:I'E RETIREMENT . DEATH BENEFIT FORMULA 

N. C. . I . Same as Teachers Same as Teachers 

Ala. 

Fla. 

Ga. 
1-3 
I 

\.}J 

Same as Teachersl Same as Teachers 

Same as Teachersl Same as Teachers 

35 years of 
service regard:-
less of age 

Group Life equal to from 12 to 
18 times monthly salary depend-
ing on years of service. 

Ky. Same as Teachers 
None 

S • C • Sames as Teachers I Same as Teachers . 

Tenn. 
Same as Teachers I Same as Teachers 

Va. 
Same as Teachers I Same as Teachers • 

SOCIAL SECURITY INTEGRATION 
(How_~Accompl ished) 

Same as Teachers 

Same as Teachers 

Same as Teachers 

In addition to Retirement Benefit 

In addition to Retirement Benefit 

Same as Teachers 

Same as Teachers 

Same as Teachers 

"Z 
./ 

QUALIFIED RETIR~:·lE. 
SYSTEM UrffiER 

. 26 U.S.C. § 401 (a 

Same as Teachers 

Same as Teachers 

Same as Teachers 

Same as Teachers 

Same as Teachers 

Same as Teachers 

Same as Teachers 

Same as Teachers 



STATE' EI~LOmES 

MONTHLY BENEFITS FOR PRESENT RETIREES1 
STATE Retirement f Social Security I Total 

N. C. 

Ala. 

Fla. 

Ga. Age 65 With S.S. 
Age 62 
Age 65 Without S.S. 

Ky. 
Age 62 

8 Age 65 
I Age 62 +:-

s.c. 

Tenn. 

. Va. 

Same as Teachers 

·same as Teachers 

Same as Teachers 

. $490. 98 
$417.33 
$490.98 
$417.33 

$400.00 
. $400. 00 

$368.10 
$278.70 

$368.10 
$278.70 

Same as Teachers 

Same . as Teachers 

Same as Teachers 

$859.08 
$696.03 
$490.98 
$417 .33 

$768.10 
$678.70 

MONTHLY BENEFITS FOR PAST RETIREES2 
Retirement fSocial Security! Total 

Same as Teachers 

Same as Teachers 

Same as Teachers 

Hith s;s. $572.61 
$486.72 

Uithout S.S. · $572.61 
$486.72 

$400.00. 
$400.00 

$326.50 
$244.00 

$326.50 
$244.00 

Same as · Teachers 

Sa~e as Teacher~ 

Same as Teacher 

'$899. 11 
$730.72 
$572.61 
$486.72 

$726.50 
$644.00 

4 

1. Figures for comparison based upon the following hypothetical situation: An employee retires at the 
present time, on his 65th birthday, and with 30 years of credit in the retirement system. The 
employee has earned $10, 000 a . yea.r for the· last 10 years of hi~ employment. 

2. Figures for comparison based upon the following h:n>othetical situation: A retiree worked u.~til his 
65th birthday and retired. He had 30 years of credit in the retirement system in which he retired: 
He earned $10,000 a year for the last 10 ye'ars which he worked. He is now 70 years old, five years 
having elapsed. ' 



WCAI, I I 

GOVERNMENTAL 
EMPLOYEES 

STATE 
NORTii CAROLINA: 

Updated July 1, 1976 -
SELECTED COMPARISON OF RETIREMI:1- .T BENEFITS AS OF JANUARY 1, 1976 

I I 

COVERAGE 
CONTRIBUTION RATES 

Em>WYER I EMPLOYEI~ 
VESTING 
PERIOD SERVICE CREDITS 

YEARS TO DETERMINE 
AVERAGE FINAL 
COMPENSATION (AFC) 

Local Governmental 
Employees 

Varies 
With 
Unit 

Same 
as 

Teachers !rior,mem., military ser 
nterrupted,unused sick 

5 ye~rs of eave,LOA(educ.).Optionall Same as Teachers 
service ther mil.,restore with-

Alabama: State Employees, State 
Police, Local Governmental 
Employees (Optional) Same as State Employees 

Employees; Cities 9% 0% 
Florida: Teachers; State and Countyj General: 

(Optional); Policemen_a~d Police & Firemen: 

Georgia: 
q 
I 

!-I 

Kentucky: 

Firement; Elected Official 13% 0% 

NO STATE-WIDE SYSTEM FOR LOCAL 

Same as 
Teachers 

General: 
Same as Teach. 

Police & Firemen 
Same as Teach. 

GOVERNMENTAi 

State Employees and 
· County Employees Same as State Employees I Same as State 

Employees 

South Carolina: 
Teachers; State Employees; 
Local Governmental 
Employees (Optional) 

5.95% 
4% to .$4800 

and 
6% above 

Same as 
Teachers 

m c.... • • • ~enera 1 : S I Genera 1 : _ .. .r.:mi..-asec. Teachers, State V . /U 't Same as tate 4 years 
Employees; Political . Subdiv~sions aries ni Employees Police & Fire-
(Optional); Firemen and Pol ice; .ol .&Fire.: 5!2% to max. ta men: 
Elected Officials Varies/Unit & 7% above 10 vears 

VirGinia: . 
Teachers, State Employees 
& Municipal Em~loyees 
(Optional) 

Varies with 
Unit 5% Same as 

Teachers 

drawn accts. & out-of-statte 

Sarne as Teachers 

General: 
Same as Teachers 

Police & Firemen: 
Same as Teachers 

EMPLOYEES 

Same as State 
Employees 

Same as Teachers 

General: 
Same as Teachers 

Police & Firemen: 
Same as Teachers 

Same as Teache.rs 

Same as Teachers 

General: 
Same as Teachers 

Police & Firemen: 
Same as Teachers 

Same as Teachers 

Same as Teachers 

General: 
Same as Teachers 

Police & Firemen: 
Same as Teachers 

Same as Teachers 

:x> 

~ 
H 
~ 

q 



LOCAL G~>VERNMENTAL EMPLOYEES 

STATE 

N. C. 

Ala. 

NOR1'1AL RETIREMENT 
ears of 

Service A e Formula 

Same as Teachers 

.·Same as Teachers 

Fl:a • Genera 1 : 

GR•. 
G 
I 
I\) 

Ky. 

Same as Teachers 
Police & Firemen: 

10 55. 3% AFC x years of 
service 

NO STATE-WIDE 

Same as State Employees 

s. c . . 
Same as Teachers 

Tenn. Genera.1 :. ' Same as Teachers. 
Police.~ Firemen:2.25% x. AFC x ser.(-).5% x . 

Any 60 $6600 x ser. offset by .4~ 
~"" lA " ... ,.."" ,.,,,.. I I""' ,.j ""' "° l'I" e:. c 

·;:;i 

Va. 

Same as Teachers 

DISABILITY RETIREMENT 
Years ofl I 
Service :~ge:Formula 

Same as Teachers 

Same as Teachers 

General: 
Same as Teachers 

Police & Firemen: 
S.ame as Teachers 

~ 

EARLY RETIREMENT Years ofl I ServiceAge Formula 

Same. as Teachers . 

Same as Teachers 

General: 
Same as· Teachers 

Police & Firemen: 
Same as Teachers 

2 

SYSTEM FOR LOCAL GOVERNMENTAL EMPLOYEES 

Same as State E~ploye~s 

Same as Teachers 

General:Same as Teachers 
Police & Firemen: 

Same as normal/ser. projection 
Accidental Only: Covered by S.S.,1/3 of 

AFC; not covered!.~ .• ~ of AFe. 

Same as Teachers 

Same as State Employees 

Same as Teachers 

f Gene-ral: 
Same as Teachers 

Police & Firemen: 
10 55 Same as normal but reduced by 

.4% for each mo. less than 2 ~ 
years of servi~e. --

Same as Teachers 



~0=-~:::i . · ·~o·.smrr1EI';12.1A; 't:'!·:J?=-·~~r::~~ 

c::r;i "i 1-:l~ o....J _ J:' • .i.. ..w 

=~. c. 

Ala. 

~:'REDUCED 
S::'.::?VICE 
1-:ET ::ctEMEl~T 

30 years of 
service, 
regardless of 
age 

Same as Teachers 

Fla. Ge'"!era l : 
Same as Teachers 

Police & Firemen: 
A~e 52 ~ith 25 ~rs. 
a __ 2reQ~ ~--~e~:~.~~ .. ~~~ 
Hl\,,lf.LV JIJ•"""'Vll""•••--- ... service. 

· Ga. 

FSA TS BE!\"'"EF IT :F 0 lli"'11JLA 
Benefit equal to preceiding 
years earnings, with a 
maximum benefit of $15, 000 
(optional with unit) 

Same as Teachers 

General: 
Same as Teachers 

Police & Firemen: 
Same as Teachers 

q 
I 

\.}J 
NO · STAWE-WIDE SYSTEM FOR 

Ky. 
Same as Teachers Same as State Employees 

SOCIAL SECURITY INTEGRATIOX 
(How AccoCTnlished) 

In addition to Retirement Benefit 
(Coverage is by Contract Only) 

Same as Teact1ers 

General: 
Same as Teachers 

Police & Firemen: 
Same as Teachers 

LctAL GOVERNMENTAL 

Same as Teachers 

EMPLOYEES 

7 
.,,; 

rTT•~.....-.....,.,...-..,-

'Q_ L., _..._ ..._; .!.. .~: .L .: . .!_., 
DL:"--, r:;"":'"' ... .. ~ ... --
-'-~- - .... ~. ~-' .-.,. 

s:s I~-: UI·==l: 
2E :: • S. C. s ~C ~ ~ c.. : 

Yes 

Same as Teach~rs 

General: 
Same as Teachers 

Police & Firemen: 
Same as Teachers 

Same as Teachers 

~~~~~~~--~-~~--~-~-+--~~~~~~-~~~-------~~---11------~-----~~~~~-~-~~----~---~---1--~ ....... ~------~--~-~~~~-- -
S. C. Same as Teachers Same a~ Teachers Same as Teachers 

(Coverage is by contract only) 
----------- ~-

General: 1 

T 
Same as Teachersi

1

· 

erm. 
Police.& Firemen: I 

Va. 

55 with 25 yrs.of se~~ 

Same as Teachers 

l 
J 

! 

General: 
Same as Teachers 

Police & Firemen: 
Same as Teachers 

Same as Teachers 

General: 
Same as Teachers 

Police & Firemen: 
Same as Teachers on an Optional 
basis 

Same as Teachers 

Same as Teachers 

General: 
Same as Teachers 

Police & Firemen: 
Same as Teachers 

Same as Teachers 



LOCAL GOVERfilIBNTAL EMPLOYEES 

MONTHLY BENEFITS FOR PRESENT RETIREE.S1 
STATE Retirement ISocial Security I Total 

N ~ C. Same as Teachers 

Ala. Same as Teachers 
I 

Fla. General: Age 65 Same as Teachers 
Age 62 

MONTHLY BENEFITS FOR PAST RETIREES2 
Retirement ISocial Securityl Total 

. Same as Teachers 

Same.as Teachers 

Same as Teachers 
-

4 

Police & Firemen:Age 65 
Aqe 62 1510.42 510.42 

i368. 10 1·878. 52 (*) 1583. l 0 541. 50 
1326.50 f :909. 60 (*) 

J 

278.70 789.12 244.00 785.50 
lra. 

NO STATE-WIDE SYSTEM FOR LO :AL GOVERNMENTAL EMPLOYEES 
Ky. ": 

q 
Same as State Employees Same as State Employees I .p-

s. c. 
Same as Teachers . Same as Teacher·s· 

Tenn. General: Age 65 Same as Teachers Same as Teachers Age 62 
Police & Firemen: Age 65 f480.00 f 368.1~1 if 1~48. 10 (*) 1532.38 1326. s~7, if · 1858.88 (*) ACJe 62 491.88 278. 1n covered 770.58 545.55 244.00 covered 789.55 
.va. 

Same as Teachers Same as Teachers 

*Unlikely because of age and service assumpt1ons 

1. Figures fo~ comparison based upon the following hypothetical situation: An employee retires at the 
present time, on his 65th birthday, and with 30 years of credit in· the retirement system. The 
employee has earned $10,000 a year for the last 10 years of his employment. 

2. Figures for comparison based upon the following hypothetical situation: A retiree worked until his_ 
65th birthday and retired. He had 30 years of credit in the retirement system in which he retired. · 
He earned $10,000 a year for the last 10 years which he worked. He is now.70 years old, five years 
having elaps.ed. 1 



STATE OF NORTH Cl.J~OLINA 
DEPARTMENT O!=" THE 1·ru::ASURER 

EMPLOYEES' RE~rlREMEN'T /\ND HEALTH BENEf"ITS DIVISION 
ALBF.MAFlLE BIJILDlf'I(.; 

EDWIN GILL W. H. HAMBLETON 
•l l .T!;: TR[AGU~En 

Mr. Terrence D. Sullivan 
Committee Counsel 
Legislativ2 Research Commission 
North Carolina General Assembly 
Legislative Building 
Ra l e i g h , Nor th Caro 1 i n a 2 7 611 

Dear Mr. Sullivan: 

March 3, 1976 DIRECTOR 

Your letter of January 15, 1976 requested that we furnish a comparison of our 
benefit structure \'lith those of systems in other states and a summary of what other 
states have done to insure the main ten a nee of the relative adequacy of benefits for 
retired employees. The material relating to the first part of the request has al-
ready t;een se~t to you and the second ~art is cov~r6=d fo th€: attached analysis 

Chapter 851 of the Session Laws of 1975 requires that the Commission examine 
the feasibility of "providing a permanent plar. for maintaining the relative odequacy 
of benefits for retired employees". Inasmuch as Chapter 851 speaks of a permanent 
plan, we have limited our study to those features of other systems which seem to be 
of a continuing nature. Most states have granted one-time legislative increases from 
time to time supported by direct appropriation just as we have on several occasions. 
This type of increase has become known and referred to as the ·11 ad hoc" approach. 

Of the 79 requests mailed by us, we had responses from 61 systems, or 77%. 
Actually, we failed to hear from at least one system in only 8 states. Of those re-
sponding 23, or 38%, have no permanent or continuing increase provision and 8, or 
13%, are known to apply increases to the individual's base benefit so that there is 
no compounding effect. 

Several of the states are in the process of trying to develop continuing perma-
nent cost-of-living increase provisions and, from what we have seen, all are very 
much aware of the necessity of being sure that they are created on an actuarially 
sound basis. 

Some states specify that this type of increase be paid out of interest income 
with the provision that if interest income is insufficient to support the increases, 
they will not be granted. This really is no different from our original statutory 
provision which states that increases will not be granted if additional liabilities 
on account of such increases require an increase in t~e employer rate of contribu-
tions. 

The Employe~s· Retirement and Health Benefits Division i!icludes the Teachers' and State Employus ' l<fttirement System, North Carolina Lo.:al'Goverr-• 
"'ental 7mployees Retirement System, llniform Judicial Retirement System, Uniform Solicitor1:.1l Retirement System, Le9islative Retirement Fund, Public Em· 
ployHs Social Sec;Jrity Agency, and the Divis ion of Health Benefits for TeaV~J. o:id State Emplo'fHS. • 



Mr. Terrence D. Sullivan 
"age 2 

'--' ,-larch 3, 1976 

We did not try to cover the local governmental systems unless they participate in 
state employee or combined systems. Many states do not have state-wide systems for 
local employees such as we ~ave but leave retirement benefit programs to the jurisdic-
tion of individual cities and counties. 

WHH/mpw 

Attachment 

Sincerely, 

PJ(l.~ 
W. H. Hanbleton 

V-2 
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SURVEY OF RETIREMENT SYSTEMS WITH RESPECT TO PERMANENT OR CONTINUING 
COST-OF-LIVING INCREASE PROVISIONS FOR RETIRED MEMBERS CONDUCTED BY 

THE TEACHERS' AND STATE EMPLOYEES' RETIREMENT SYSTEM OF NORTH CAROLINA 

1976 
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- 1 -

Alabama (Employees) 
Benefits for retired members recalculated in proportirin to changes in benefit 
formula for active members when such occur. 

Alabama (Teachers) 
Same as above 

Alaska (Employees) 

Alaska (Teachers) 

Arizona (Combined) 

_., ..... · 

V-4 
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Arkansas (Employees) 

Arkansas (Teacher~) 

1~% per year provided there is a 3% increase in the cost of living. Question 
currently under study by a legislative committee. 

California (Employees) 
For state members, maximum of 2% per year based on California Consumer Price 
Index. Benefits may also be reduced but not below base benefit. For local 
members, contracting agencies may provide for increases up to 5%. 

California (Teachers) 
2% per year applied to base benefit. No Compounding. 

Colorado (Combined) 
Up to 3% per year depending on change in Consumer Price Index. Applied to 
base benefit. No Compounding. May be reduced but not below base benefit. 
Financed by employee and employer contributions. 

V-5 
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Connecticut (Employees) 
Maximum of 3% annual increase based on change in Consumer Price Index from 

"--· year to year. 

Connecticut (Teachers) 
Same as above 

Delaware {Combined) 
No Provision 

Florida (Combined) 
3% per year, applicable only after retiree reaches age 65. 

Georgia (Employees) 
1~% paid in January and July each year (not to exceed 3% in a given years). 

_, 

V-6 
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Georgia (Teachers) 
1~2% paid in January and July each year (not to exceed 3% in a given year). 
Applicable only after retiree reaches age 62. 

Hawaii (Combined) 

Idaho (Combined) 
Up to 3% per year based on increase in Consumer Price Index. Authority for 
increase vested in Board of Trustees. Provision dependent upon actuarial 
gains within the system. 

Illinois (Employees) 
Initially 1~% then increased to 2% of base benefit. No Compounding. Not 
related to change in Consumer Price Index (determined by Pension Laws 
Commission not to be feasible). Cost for members terminated prior to 
January l, 1970 (must have had 15 or more years of service) supported by 
members contributions and interest earnings of the system; for those 
terminated January 1, 1970 or later, cost supported by increase in employee 
and employer contribution rates. 

Illinois (Teachers) 
A. Teachers retired with no creditable service after July l, 1969. 

1. Requirements for eligibility: 
(a) 15 or more years of service at age 55 or thereafter. 
(b) 20 or more years of service if under age 55. 

2. First becomes effective the later of: 
(a) Attainment of age 65. 
(b) First anniversary in retirement. 
(c) Month following receipt of qualifying contribution. 

V-7 
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Illinois {Teachers) Continued 
3. Amount of increase - No Compounding: 

"---- (a) 1~% per year of original allowanc~ for periods prior to 
September 1, 1971. 

(b) Thereafter an additional increase of 2% of origina1___!_1lowance. 
4. Requirements for qualification: 

{a) One-time payment of 1% of monthly salary on which original 
allowance was computed times years of creditable service, or 

{b) One-time payment of 1% of original monthly allowances times 
years of service if original allowance was not computed on 
basis of salary rate. 

Retired Teacher Required to Contribute Toward Increase~ 

B. Teachers retired with creditable service after July 1, 1969. 
1. First becomes effective the later of: 

{a) Attainment of age 61. 
(b) First anniversary in retirement. 

2. Amount of increase - No Compounding: 
(a) 1~% of base pension per year for periods prior to January l, 

1972, and 2% per year for periods thereafter. 
(b) Thereafter an additional monthly increase of 2% of base 

pension. 
3. Requirements for qualification: 

(a) Employee Contributes ~% of earnings for this purpose. 
Employee Required to Contribute Toward Increase. 

Indiana (Employees) 
No Provision 

Indiana {Teachers) 
No Provision 

Iowa {Combined) 
No Provision 

V-8 



Kansas (Combined) 
No Provision 

Kentucky (Employees) 
l % per year. 

Kentucky (Teachers) 
No Provision 

Louisiana (Employees) 

- 6 -

Based on change in annual average all-items Consumer Price Index from year 
to year, benefits may be increased or decreased by 3% per year. May not be 
decreased below base benefit. 

Louisiana (Teachers) 
3% per year if Consumer Price Index, all items, increases by 3%. Benefits 
may be increased or decreased but not below base benefit. Limited to those 
who retired prior to June 1, 1975 according to Legislative Act, and is 
applied only to benefits not in excess of $10,000 per year. 

V-9 
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Maine (Combined) 
Retired members receive increases identical to the percentage increases in 
salary for active employees. Cost covered by state appropriations. 

Maryland (Employees) 
Increase equal to the average increase in the Consumer Price Index - Urban 
Wage Earners and Clerical Workers from year to year. Apparently increase 
each year applied to base benefit - No Compounding. Increases supported 
by direct appropriation form general funds of state. 

Maryland (Teachers) 
Same as above 

Massachusetts (Employees) 

Massachusetts (Teachers) 

V-10 
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Michigan (Employees) 
No Provision 

Michigan (Teachers) 
No Provision 

Minnesota (Employees) 

- 8 -

Adjustments dependent upon investment income and market value of stocks. If 
value of fund is greater than the required reserve by 2% or more, benefits 
are increased in same proportion annually. Reduction may also occur · but 
never below original benefit. 

Minnesota (Teachers) 
~ Post-retirement increases are granted when investment yield is 2% in excess 

of assumed rate (presently 5%). Reductions may also occur but never below 
original benefit. No increases granted in the last several years. 

Mississippi (Combined) 
1~2% per year in separate check applied to base benefit. No Compounding. 
Funded by increase in employer rate. Provision may be abolished at discretion 
of Board of Trustees. 

Missouri (Employees) 

V-11 
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Missouri (Teachers) 
If cost-of-living increases 2% in preceding year, a 2% (maximum) increase 
may be added. Total cost-of-living increase limited ·to a total of 10%. 
If cost-of-living drops below level of first increase, benefits may be 
reduced but not below base benefit. Beginning date January 1977. This 
provision to be funded by increase in employee and employer contributions 
from 8% up to 9~% beginning with the 1976-77 school year. Three year 
waiting period. 

Montana (Employees).· 

Montana (Teachers) 

Nebraska (Employees) 
No Provision 

Nebraska (Teachers) 

V-12 
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Nevada (Combined) 
(a) Prior to July l, 1975, an annual increase of l12% was granted . 

..__ _ _, (b) Effective July l, 1975, increases ranging from 2~% to 5% were granted 
depending on year of retirement with the maximum increase going to 
those who retired in 1963 (those retired prior to 1963 received an 
outright increase of $50 per month). The graduated increases are 
scheduled to be paid again on July 1, 1976 but apparently do not 
continue thereafter. 

New Hampshire (Combined) 
No Provis ion 

New Jersey (Employees) 
100% of change in Consumer Price Index for those retired prior to 1955 and 
50% of change for those retired subsequent to 1955 provided that they have 
been in receipt of benefits for at least 3 years. Benefits may also be 
reduced if change is negative. Increases supported by direct appropriations. 

New Jersey (Teachers) 
Same as above 

New Mexico (Employees) 
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New Mexico (Teachers) 
No Provision. Bill currently under consideration in .Legislature. 

New York (Employees) 
No permanent provision. Supplemental increases have been granted on a 
temporary basis with no provision for continuance. Past increases have 
been frozen and no such increases have been granted to those who have 
retired since 1968. 

New York (Teachers) 
No permanent provision. All increases are "supplemental" and are continued 
from year to year only by Legislative action. No such increases have been 
granted to those who have retired since 1968. 

North Carolina (Combined) 
Based on increases in Consumer Price Index (all items - United States City 
Average), annual increases are granted as follows: 

Increase 
In Index 

1. 00 to 1. 49% 
1.50 to 2.49% 
2.50 to 3.49% 
3.50% or more 

Increase in 
Allowance 

1% 
2% 
3% 
4% 

Provided that any such increase in allowances shall become effective only 
if the additional liabilities on account of such increase ~o not require 
an increase in the total employer rate of contributions: 
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North Dakota (Employees) 
No Provision 

North Dakota (Teachers) 
No Provision 

Ohio (Employees) 

- 12 -

1 ~% based on change in Consumer Price increase to persons who have been in 
receipt of benefits for at least 3 years. 

Ohio (Teachers) 
1 ~% per year effective at the end of the 36th month fo1lowing retirement. 
Cost supported by an increase in contribution rate. 

Oklahoma (Employees) 
No Provision 
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Oklahoma (Teachers) 
No Provision 

Oregon (Combined) 

- 13 -

2% per year based on Cons·umer Price Index. Funded by current emp layer 
contribution rate. 

Pennsylvania (Employees) 
No Provision 

Pennsylvania (Teachers) 

Rhode Island (Combined) 
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South Carolina (Combined) 
4% per year if Consumer Price Index increase equals at least 3%. Payable 
from 18 months to 24 months after retirement. Provision limited to 1978, 
thereafter must be reconsidered from year to year. 

South Dakota (Combined) 
2% per year. 

Tennessee (Combined) 
Based on Consumer Price Index increases. A 1~% increase is granted in first 
year of eligibility (at least one year in retired status) and 3% per year 
thereafter. Funded by annual appropriations. 

Texas (Employees) 
No Provision 

Texas (Teachers) 
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Utah (Combined) 
Maximum of 4% per year, effective July 1, 1975, based on increase in 

· Consumer Price Index (previously 1~%). Limited to a maximum of 4% of 
original retirement allowance. Allowances may also be reduced if Consumer 
Price Index shows decline of 4% or more. Cost of increase supported 
jointly by contributing members and employers. 

Vermont (Employees) 

Vermont (Teachers) 

Virginia (Combined) 
Every two years (coinciding with the beginning of the biennial fiscal period) 
the average Consumer Price Index for the preceding calendar year is compared 
to that of each of the two calendar years immediately prior to the year of 
determination. This produces two increase factors which are applied as in the 
following example. At the end of 1975, the average Consumer Price Index for 
that year is compared to the average Consumer Price Index for 1973 and an 
increase factor determined; the Consumer Price Index for 1975 is then compared 
to the average Consumer Price Index for 1974 and another increase factor 
determined. On July 1, 1976, members who had retired prior to 1974 will 
receive increases based on the 1973 factor and those who had retired in 1974 
will receive increases based on the 1974 factor . The ~ost is funded by direct 
appropriation from the legislature. 
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Washington (Employees) 
Based on annual changes in average Consumer Price Index - Urban Wage 
Earners and Clerical Workers. The cost-of-living factor shall not be: 

(a) Less than 1.000; · 
(b) More than 103% or less than 97% of the previous year's cost-of-

living factor; or 
{c) Such as to yield a retirement allowance less than that which was 

in effect July 1, 1971. 
Applies to base benefit - No Compounding. Cost of adjustments must be met 
by the excess of growth in assets over that required for meeting the 
actuarial liabilities of the system at that time. 

Washington (Teachers) 
3%, enacted in 1973, to be paid annually, provided that the Board of 
Trustees finds, at its sole discretion, that the cost of such adjustments 
can be met without increasing the employer contribution rate. No increase 
granted in 1975 and prospects are not good for the immediate future. 

West Virginia (Employees) 
No Provision 

West Virginia (Teachers) 
No Provision 

Wisconsin (Employees) 
No Provision 
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APPENDIX W 

TEACHERS' AND STATE DPlOYEES'· RETIREMENT . SYSTEM 
1974· 

COST OF ADMINISTRATION 

Administrative Cost Per 
State Teachers Em2lolees MembershiQ Cost Member 

Alabama x 38,000 $ 423,024 $ 11.13 

Alaska x x 14,000 173,000 12.36 

Arizona x x 105,340 785,168 7.45 
Arkansas x . X · 40,000 (1) 
California x 560,000 5,900,000 10. 54 . 
Colorado x x 86,991 970,900 11.16 
Connecticut x (2) (2) 
Delaware x x 26,330 150,129 5.70 
Florida x x 430,000 1,697,675 3.95 
Georgia x 43,000 587,602 13.67 

Guam x x 8,000 (2) 

Hawaii x x 44,471 425,864 9.58 

Idaho x x 42,000 500,000 11.90 

11 linois ·x 95,000 (2) 

Indiana x x 70,000 (1) 

Iowa x x 137,000 (2) 

Kansas x x 110,197 690,287 . 6.27 

Kentucky x (1) (1) 

Louisiana x 64,000 (1) 4.52 

Maine x x 51,000 (1) 

. Maryland x 50,275 611,733 12.17 

Massachusetts x 68,900 314,805 4.63 

Michigan x 58,884 256,409 4.35 
. 
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Minnesota x 38,500 451,726 11. 73 
Mississippi x x 101, 700 565,316 5.56 
Missouri x (2) (2) 
Montana x x (2) 166,151 , 

Nebraska x x 32,550 (2) 

Nevada x x (2) (2) 9.60 
New Hampshire x x 22,000 82,588 3.75 
New Jersey x x 285,000 3,035,029 10.65 

New Mexico x 27,800 $ 250,000 $ 8.99 

New York x 640,000 7,300,000 11.41 

North Carolina x x 215,994 l,009,944 4.68 

North Dakota x x (2) (2) 

Ohio x 254,000 2,440,536 9.61 

Oklahoma x 25,000 233,267 9.33 

Oregon x x 110 ,000 715,728 6.51 

Pennsylvania x 150,000 (2) 

Puerto Rico x x 102,758 1,090,535 10.61 

Rhode Island x x 45~000 300,000 6.67 
South Carolina x x (2) 867,000 

South Dakota x x (2) (2) 

Tennessee x x 45,150 209,190 4.63 
Texas x 88,500 450,000 5.08 
Utah x x (2) . (2) 

Vermont x 4,500 (2) 

Virgin Islands 11,500 130,242 11.33 
Virginia x x 230,000 (2) 
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washington x 110,000. 

West Virginia x 35,000 

Wisconsin x x 90,000 

Wyoming x x 20,000 

Average (31) 3,890,390 

(1) Per capita cost basis - cost not available. 

(2) Not given. 
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1,750,000 15.91 

(2) 5.00 

936,305 10.40 

(2) 

$34,437,002 $ 8.85 
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APPENDIX X 

GEOROE B. BUCK CONSULTING ACTUARIES, INC. 
E:MPLOYEE BENt:FIT .:>LAN CONSULTAN·rs 

TWO PENNSYLVANIA PL.AZ~ •• NEW YORK, NEW YOF(K 10001 

212 • C:Vi~!S-2800 

~ 
..• ..,,_ 

Februnry 18, 1976 
•l'.t '. 4".,. ' •\ .. .. r~:..' ~· !, ., . ·" :,).!.,;~ ' . ~ "/:fl. . ~ s~. ~~:.,~ 

i ,.. 8 ~h ' ~ f' ll 
Mr. Terrence D. Sullivan 
Committee Coun.sel 

"('CJSl.f "O Jo '.:fh/1 -t l/yt ~ w 
Sl,fYlC(V 

State of North Carolina 
Legislative Research Commission 
State Legislative Building 
Raleigh, North Carolina 27611 

Dear Mr. Sullivan: 

, ··. IJp'llJj 

As requested on January 7 by the Committee on Retirement System Matters, 
we are providing belcv en approximate brea.'ltdown, by major category, of our charges 
to the Retirement Gystem of Teachers and State Employees' , Local Governn:.ents, 1-.:.tw 
Enforcement Officers' and Firemen's Pension during the past two calendar years. 

Regular Services Covered 
~ Annual Fees 

.. ., ~ , •• - "- ~ - - n -.J. - n ........ ~ ...... ,,.. "" ...... -
YC:U.U~Y•V~ - -~w~ ••V~-ww~~~ 

(Data Control, Data Entry, 
PrograJrmi.ng, Ma.chine Processing) 

Valuation - Actuarial (including 
tor?Ilal report) 

General Consulting 
Total 

Special Services 

Cost Calculations - Data 
Processing 

Cost Calculations - Actuarial. 

Consulting, including work on 
other than pensions 

Total 

Total Billings 

!212 

$32,500 

.13,000 

t'~oo $5,900 

$ 3,500 

5,900 

10,600 
$20,000 

~74,200 

~ 

$27,500 

10,000 

12,350 
$49,850 

$10,500 

12,000 

12 "500 
$35,000 

$84,850 

Please note that there is a difference in the total amount billed each 
year based on our records as compared to your schedule prepared by the FiscaJ. 
Research Division, but we are in agreement in total for the two years combined. 
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l'.r. T. Sullivan -2- 2/18/76 

In addition to the above data~ let me clarify an item that vas quoted 
at the meeting. We quoted our top hourly rate as $6o; · ~der our new fee 
structure, effective 1/1/76 the top rate is $65 per hour. 

I hope this letter has provided you with the information that you need, 
but if' you have 8.117 questions or ·.require additional. information, please let 
us know. 

RJR:PS 

By 

Ver17 truly' yours , 

GEORGE B. BUCK COBSULTllG ACTUARIES, INC. 

~I~ 
Ronald J. Rossomando 
Director ot Finance 
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APPENDIX Y 

A BILL TO BE ENTITLED AN ACT TO ESTABLISH A PERMANENT JOINT 

COMMITTEE ON RETIREMENT. 

The General Assembly of North Carolina enacts: 

Section 1. Chapter 120 of the General Statutes is amended 

by adding a new Article to read as follows: 

"Article 15 

Joint Committee on Retirement 

11 §120-110. Creation.--A standing committee is hereby created 

in the House of Representatives to be known as the Committee on 

Retirement. A standing committee is hereby created in the Senate 

to be known as the Committee on Retirement. The Committees on 

Retirement of each house of the General Assembly shall hold joint 

meetings as the Joint Committee on Retirement. The Joint Committee 

on Retirement is designated a joint committee of the General 

Assembly for purposes of Article SA of Chapter 120 of the General 

Statutes, entitled "Committee Activity". 

11 §120-lll. Duties of Joint Committee.--The Joint Committee 

on Retirement, with respect to public officers and public employees 

to whom State-administered retirement benefit or pension plans are 

applicable, shall: 

(1) study the benefits, including those of the Federal 

government available to the public officers and public employees; 
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(2) consider all aspects of retirement and pension financing, 

planning and operation, including the financing of accrued liabilities 

of each retirement or pension fund; 
y 

(3) recommend legislation which will insure and maintain 

sound retirement and pension policy for all funds; 

(4) analyze each item of proposed pension and retirement 

legislation in accordance with G.s. 120-ll2; and 

(5) study, analyze, and cause to be prepared reports on 

related subjects directed to be studied by joint resolution, resolu-

tion of either house of the General Assembly, or by direction of 

the Speaker of the House or President of the Senate. 

"§120-112. Analysis of legislation.--Every bill, which creates 

or modifies any provision for the retirement of public officers or 

public employees or for the payment of retirement benefits or of 

pensions to public officers or public employees, shall, upon in-

troduction in either house of the General Assembly, be referred to 

the Committee on Retirement of that house. When the bill is 

reported out of committee it shall be accompanied by a written 

report by the Joint Committee on Retirement containing, among 

other matters which the Joint Committee deems relevant, an estimate 

of the cost of the proposed legislation, and an evaluation of the 

proposed legislation's actuarial soundness and adherence to sound 

retirement and pension policy. 
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11 8120-113. Staff and actuarial assistance.--Upon applica-

tion of the cochairmen of the Joint Conunittee on Retirement, the 

Legislative Services Conunission shall provide staff, including 

actuarial assistance, to aid the conunittee in its work." 

11 8120-114. Rule of each house of the General Assernbly.~

This Article shall be considered to be and have the force ·of a rule 

of each house of the General Assembly until and unless a change 

has been made by an express enactment or an express -rule of either 

house of the General Assembly." 

Sec. 2. This Act shall become effective upon ratification. 
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APPENDIX Z 

A BILL TO BE ENTITLED AN A~ TO MAKE APPROPRIATIONS TO THE LEGIS-

LATIVE SERVICES COMMISSION TO PROVIDE ACTUARIAL SERVICES TO THE 

JOINT COMMITTEE ON RETIREMENT. 

The General Assembly of North Carolina enacts: 

' section 1. The sum of fifteen thousand dollars ($15,000) 

is appropriated for the fiscal year 1977-1978 and the sum of thirty-

five thousand dollars ($35,000) is appropriated for the fiscal year 

1978-1979 from the General Fund to the Legislative Services Commis-

sion in order to provide the Joint Committee on Retirement 

with professional actuarial assistance. 

Sec. 2. · This Act shall become effective on Juiy 1, 1977. 
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APPENDIX AA 
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~atr .. rf w~1rtl1 ffiarnltttu 
J rn:J>A HT;\l 1-::--:T OF THE TREASUHEH 

t: l1WIN <;l(,J, 
J.t1111.f!' 'tr1•a111u· ~r LOCAL GOVERNMJ'!N'l' COMMJSSION 

HARLAN 1':. JlOYJ.ER 
s~retar1 

AL.lll~ MAllf.l•: 111111.UINU • 82ff NUB'l'lf :->A i. i !lll HY STHEKI' t HAU!IOH, N. C.. 271lll • AC OHi, ~llll·:tUH 

Honorable Edwin Gill 
State Treasurer 

December 3, 1976 

State of North Carolin~ 
Raleigh, North Carolina 27611 

Dear Mr. Gill: 

As you know, during my campaign for the office of State 
Treasurer, I expressed a desire to work toward certain improv~
ments in the Retirement System for retired members as well as 
active employees. I thought it would be well to . express some 
of these in a letter to the Chairman of the Committee on Retire-
ment System Matters of the Legislative Research Commission. A 
copy of this letter to the Honorable Glenn A. Morris is attached 
for . your information. 

The items mentioned in my letter to Mr. Morris do not · 
necessarily indicate all the recommendations that the Board of 
Trustees and I will want to make~ Incidentally, some of the 
items expressed in my letb.:·r.:- have already been made by reques·t 
of the Committee in the form of staff recommendations. 

I will, of course, be discussing Retirement System matters 
with the Board of Trustees at subsequent meetings. 

I extend to you ,my highest personal regards and look fo~ward 
to our association over the coming years. 

~cerely, 
7 

/;:> 
~- . -~~~ 
Harl~oyles 
Stute Treasurer-elect 

HEB:ss 
Enclosure 
cc: Representative Glenn A. Morris 

Members, Boards of Trustees 
W. H. Hambleton 

EDWIN T. BARNES 
Bond Authorizations 

AA-1 
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JOHN M. BARNES, m. EVEHETr CllALK 
lJond Sales :ind D~lin:rit·s Accoimtit!g Advisory Section 

DOUGLAS E. C' ARTER 
Program Ot!velopnumt 

... 
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~htfe of ~11rllr filarolimt 

)[lrpartment ttf tlye '<rremmrcr 

December 3, 1976 

3~ll N . 64l-ISRURV STftEET 
EDWIN GILL 

aTATK T"rAaU .. llR 
RAL.EIGH. NORTH CARQL.INA 1711 I 

<#" 

Representative Glenn A. Morris 
808 Fleming A,renue 
Marion, North Carolina 28752 

Dear Repr-=.!sentative Morris: 

You are familiar with the fact that one of the important 
responsibilities of the State Treasurer is the administration of 
the Teachers' and State Employees' and Local Government Employees 
Retirement Systems, and to serve ex-officio ~s Chairman of the 
Board of Trustees of the Systems. Therefore, your Committee is, 
I believe, entitled to knl)W of some of the contemplated recom-. 
mendations I shall make to the General A~sembly in early 1977. · 
Briefly, the recommendations are as follows: 

1. The objective and goal of the Re t~rement System is to 
reward our teachers and State employees by providing . 
them with a secure and substantial retirement income. 

-In order to fully accomplish this goal, the benefits . 
paid to our retired members must be increased in a 
manner that would approximate the increase in the cost 
of living. I would urg ~. ' that your Committee propose and 
support legislative provisions establishing actual cost-of-
living increases on an automatic basis, funded with 
adequate reserves so as to preserve the financial so"ndne$s 
of the System. 

Actuarial gains should be used for maintaining the relative 
value of the payments to retired . members so that retired 
members receive equal consideration with improvements and 
adjustments for active employees. And, of course, to the 
extent that actuarial gains are inadequate for cost-of-living 
increases and other apIJrop?:"iat:e adjustments fer both retired 
employees and active em!_Jloy2e, and I would urge that your 
Committee request and support additional funding from the 
General Assembly~ 

2. It has been common practice to provide some adjustments for 
retired members after major ~hanges for active members. The 
improvements made in the 1973, 1975, and 1976 sessions of the 
General Assembly for active member~ were substantisil. Therefore 
I would urge that your Committee propose a reasonable aajust-
ment in b .:.· =""tef its for all our retired members whose retirement 
was earlier than the ef f ective ~ate of these improvements. 

T!it· Departm!'nl c.f 8tate Trr-astll"C'r iric! .:t l<·• I. ,._,!( ;•·•<>ru m, : Commi :--- 1<•: .. ··. ·'1•·r.- ,-. 
n :.·!1t:al EmJ•l••n·t::.:;' l<t·tfr~· m•·r: t Sy.;t 1·m, I '11blic Lmp! ·Y• ... . ; SV'·i ... S•.-curi:AAi:...2 · !. · · ~;i . .-· · 
Hc•;.r1I. 

r · : J.,}·1 · -. • R.-t in·m··nt Sy,-tf'm. J..ucal Govern• 
.:· i :- -·: .. .. ~ , .. ,;r.d. E:.r.h :·:its Funt!. :uu.l 'fni.. Review 



:._,...--·,...,:. , : 
" -·-

Representative Glenn A. Morris 
Page 2 
December 3, 1976 

. ~ ;· "~ ·· ~~ . .:~ . 
. " ' .J:' , 

; -- ... ~ .. \• 

~ ·.:. ~ ,. . .. .. • 

3. 

4 ,. 

I think it only fitting and proper that the General .~ k . 
Assembly prov -:.a e a portion of the cost f or t he premil.}ms 
paid by the retired members for our grour ~-... Jspi tal i\ncl' .<. · 
medical insurance. Many states and private employe~~ ~ - · 
already provide such paymen-cs. I would u rge that your · 
Committee propose and sµ.pport a direct ari~:.::-..:;priat:ipn ·< _t·: 
from the General Assembiy to ~he end tna t the presen~ 
comprehensive hospital-medical program can be afford~q · 
by our retL ::-·...: ~l ~ - ·mbers. It does littl~ g-ood to provide ' 
for cos t-o f- ·L v i 3 l ncreases and at the same time al+owing 
for a decrea s t.. i n ::he retir -..-~ :::nt income of a · rpember by 
increasing the c::>s t o:C. his hc s p ical-mef i cal premium. 

The Board of Trustees now ~as only one retired member. 
It would be appropriat e to have additional retired members 
serving on these Boards. I would urge that your Committee 
support legislatio~ to provide for the Board of Trustees 
to have at least ~wo retired members or other legisl~tion 
that would provide for more e quitable representation ~ 

"J.. 11 

You, of course, have my assuraLce that, as State Treasu~•r, . 

..·.1· 

: : .(>.·~ \"' 

:;:,(·':· 

•I . ~ 

~, .-~ 

_/-;~:Ji-~. 
~ . - .-.;;. ~ 

~.. .\_. ~· . 

... 

\. I~ '.;-: 

my administration of the Retirement Sys tems will be one of soqpd ·and -.·; ;.:."f 
prudent management but at the sai:ne time an admin.f:stration that ,· is . .:. ·~r~":. 
responsive to the needs of all our membership. I will welcome :. your .~)t~5{~ 
suggestions or recommendations concerning the Retirement Systems or ;·_ .. j _· 
other State Treasurer's operations I and I look forward to working·>' .' . -~:"" .; ... 
with you in the µpcoming session of the General ~ssembly. ,· ·( ,,~ · ::}F;t · 

.. :, ;. ;-~_·· .. ·~ . ~ ~ . . . J;:~:~. ~:~~" 
I might paint out in closing that these recommendations - ·;~a\ie ·. > .'.t' ·.·i~t:. .· 

·not been acted upon by the Boards of Trustees but ·1 do pl.an ~p seek:c :·~~:''/' · ., .. ·,, .. 
the ooncurrenoe of the Boards at the:lr next meeting .. · · ·,.:- ·< .- - · :r;; ... : ; · 

'<' -. <~. ' • • :,.,_~ ! . ; ' ~ ·~; . • ·! ·~. ~: ~:>-(~.' ; 
With kind personal regards, I &m .-·: _:.... · · .-.. :' ··::·: .,, 

HEB;ss 

cos Honorable Edwin Gill 
w. H. Hambleton 

.... 

• incerely _, 4· . . _\ . ... ... __ . . .. . 

._..,_,~ _ · . .. . 

Harlan E. Boyles · 
State Treasu~er-elect 

Members of Boards of Trustees 
Senator Harold Hardison 
Representative Claude DeBruhl 
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APPENDIX BB 
STATE OF NORTH CAROLINA 

LEGISLATIVE RESEARCH COMMISSION 
STATE LEGISLATIVE BUil.DiNG 

RALEIGH 27611 

December 13, 1976 

Mr •. William H. Hambleton, Director 
Employees' Benefit and Health Benefits Division 
Department of State Treasurer 
Albermarle Building 
Raleigh, North Carolina 27606 

Dear Mr. Hambleton: 

The Drafting Subcommittee of the Legislative Research Com.mission's 
Committee on Retirement Systems Matters held its second meeting 
on December 8 and 9. 
At that meeting, the letter of the Treasurer-elect, Mr. Harlan 
Boyles, to Representative Glenn A. Morris, dated December 3, 
1976, was discussed. That letter contained several proposals 
regarding changes in the benefits and representation o.f retired 
members of the Teachers'and State Employees' Retirement System. 

The Drafting Subcommittee tentatively agreed to seven proposals. 
In view of the complexity of the present statutory scheme and of 
most of the proposals themselves, your division's expertise in 
the area, and the little time left to make the report to the 
General Assembly, it was suggested that your office be asked: 

1. to supply actuarial estimates of the costs of the 
proposals for the next two fiscal years,and -

2. to provide, with the aid of the Attorney General's 
0.f.fice drafts o.f legislation, _including those .for 
appropriations, to ef.fect the proposals. Mr. Ducker 
agreed that your of.fice would do this. 

The Drafting Subcommittee tentatively agreed to propose the 
-following courses of -·action regarding the Teachers' and State 
Employees' Retirement System: 

1. to establish an automatic cost-of-living adjustment 
to allowances received by beneficiaries or surviving 
annuitants of a beneficiary. The feat~es of this 
proposal are to conform generally with the current 
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practice for post-retirement increases in allowances 
which are specified in G.S. 135-5(0) with the following 
exceptions: 

a) the adjustment is to reflect the actual increase 
or decrease in the cost-of-living index; however, 

i) no increase shall exceed 8% per year; and 
ii) a decrease in the benefits received in any 

particular year shall not exceed the total 
net increase received during the preceding 
5 years; 

b) the adjustment will be available to eve"I7 beneficiary 
who has been on the retirement rolls for twelve 
months; 

c) the adjustment will be applied as of April 1st of 
each year; 

d) no adjustment shall be made which would reduce the 
allowance below the amount the individual was 
entitled to receive on the date that this cost-of-
living adjustment provision becomes effective; 

e) the language in the proviso contained in the third 
full paragraph of G.S. 135-5(0) relating to the 
tying of a post-retirement increase to no change 
in the employer's rate of contribution is to be 
deleted in the new cost--of-living adjustment 
provisions. These adjustments are to be fully 
funded by appropriations of the General Assembly on 
the same basis as are other benefits under the 
System. 

2. to restrict the benefits of allowance formula increase 
changes, made subsequent to leaving service and prior to 
retirement, and of favorable cost-of-living adjustments 
to the member or beneficiary of a member who retires 
within 90 days of leaving State service, to beneficiaries 
who were entitled to receive unreduced benefits, and to 
surviving annuitants of a beneficiary. 

3. to increase the membership of the Board of Trustees (G.S. 
135-6) from 12 to 13 members--the new member to represent 
the retired members of the System. 

4. to extend hospital and medical insurance coverage to two 
groups excluded from coverage under the present plan 
(G.S. 135-33). The groups to be covered are: 

.a) the surviving unremarried spouse of a teacher or 
state employee "l'•!ho iR receiving ?.. survivor'.:R 
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b) 

alternate benefit under G.S. 135-5(m); and 

the surviving unremarried spouse, who has not yet 
obtained his 65th birthday, of a retired teacher 
or state employee. 

5. to appropriate $15 per month per individual to subsidize 
hospital and medical insurance under G.S. 135-33 for the 
member or the beneficiary of a member who retires within 
90 days of having State service, for beneficiaries who 
were entitled to receive unreduced benefits, and for 
surviving annuitants of a beneficiary. 

6. to appropriate monies to fully fund the disability salary 
continuation plan (G.S. 135-34). 

7. to make adjustments for retired members reflecting the 
changes in formula made for active members during the 
1973, 1975, and 1976 sessions of the General Assembly. 
This proposal grew out of recommendation number 3 .in 
Mr. Boyles' letter. The Committee asks that you inquire 
of Mr.Boyles his specific proposals in this regard, obtain 
estimates of the costs of implementing these proposals 
and drafts of legislation, including those for appropriations, 
to effect the proposals. 

Because these proposals must go before the Subcommittee, then to 
the full Committee, and then to the Legislative Research Commission 
before January 12, 1976, I ask you to provide me with the 
requested material no later than December 22, 1976. Thank you. 

TDS/fyd 
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Yours truly, 

J~£).~ 
Terrence D. Sullivan /~~\ 
Staff Attorney vr / 



APPENDIX CC 

STATE OF NORTH CAROLINA 
DEPARTMENT OF THE TREASURER 

EMPLOYEES' RETIREMENT AND HEALTH BENEFITS DIVISION 
ALBEMARLE BUILDING 

EDWIN GILL 
STATE TREASURER 

RALEIGH 27611 

December 21, 1976 

Mr. Terrence D. Sullivan 
Staff Attorney 
Legislative Research Commission 
State Legislative Building 
Raleigh, North Carolina 

Dear Mr. Sullivan: 

W. H. HAMBLETON 
DIRECTOR 

In your letter of December 13, 1976, you requested that we supply · 
actuarial estimates of the cost of the proposals outlined in your letter 
for the next two fiscal years and to provide, with the aid of the Attorney 
General's Office, drafts of legislation which would effect the proposals. 
The cost figures, where they can be determined, are contained herein. 

Some of the cost estimates, particularly with respect to cost-of-living 
increases, may change as a result of the 1975 Actuarial Valuation which is 
expected to be available to the Board of Trustees in January 1977. 

None of the estimated costs contain any provision for salary increases · 
which may be granted in 1977 and 1978 and, consequently, · must be adjusted 
therefor. 

Any cost-of-living increase granted under the Teachers' and State 
Employees' Retirement System will automatically accrue to the Judicial, 
Solicitorial, and Clerks of Court Systems and must be provided for. 

We have prepared preliminary drafts of legislation to accomplish the 
proposed amendments to the provisions of General Statute 135. These, · 
however, must be reviewed by the Attorney General's Office which will be 
done as soon as they are able to schedule the review. 

It is always desirable, where possible, to keep the provisions of the 
Local Governmental Employees' Retirement System and the Teachers' and State 
Employees' Retirement System parallel. No mention was made in your letter 
of changes proposed for the Local System. Actual changes of significant 
magnitude should not be legislated without the approval of the participating 
units who are required to provide the necessary funding. 

Cost estimates and comments follow. 

Th~ r:mployi-.i' Retirement ILnd Health Bt>nt'fits Division includt"S the Teacher.s' and State Employees' Retirement System, North Carolina Local Govern· 
mf'ntlll Employ"~· H.et.irem .. nt Sy!lltem, Uniform Judicial Retirement System, Uniform Solicitorial Retirement SYJ:Jtem, Uniform Clerks of Court Retirement System, 
J.eui•lativft Retlr~ml'nt Funcl, Public Employees' Social Security Agency, and the Di .. ·i.sion of Health Benefits for Teacher.s and State Employees. 
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Mr. Terrence D. Sullivan 2 December 21, 1976 

1. To establish an automatic cost-of-living adjustment allowance to retired 
members and their surviving annuitants equal to the actual increase or 
decrease in the cost-of-living index but not in excess of 8% per year. 

1977-78 

1978-79 

General Fund 

$211,538,450 

$218,307,680 

Highway Fund 

$24,918,660 

$25,716,058 

2. It is impossible to estimate the cost effect of Item 2 in your request. 
Out of 3,400 individuals retired in 1976 about 20 were of the vested 
deferred variety (those who had left service after becoming vested but 
who were required to defer retirement because of age or in some cases 
voluntarily). It appears to us that this issue has been blown out of 
proportion. Also, we are of the opinion that a provision requiring 
retirement within 90 days of leaving State service as a prerequisite to 
receiving post-retirement increases is much to restrictive. Many people 
through ignorance or choice, especially disability cases, do not act this 
promptly but should not be denied the benefit of post-retirement increases. 
Further, limiting post-retirement increases to those entitled to receive 
unreduced benefits, among other requirements, would deprive the people 
who need these increases most and about whom there is much concern today. 

The following recent actual case in point, we hope, will illustrate the 
inequity of this proposal. A teacher with 24 years of service left 
employment in the Greensboro City Schools in 1961 at the age of 55. At 
that time, although fully vested, she was ineligible for early retirement 
both from the age and service standpoint. In 1963 this lady applied for 
a return of accumulated contributions at which time we advised her that 
she was entitled to a vested deferred benefit at age 60. She then 
requested that her .application for refund be cancelled. In 1966, upon 
attaining age 60, she requested an application for retirement which was 
sent promptly. No action was taken by her although we attempted to 
follow up later with a reminder which was returned by the post office as 
undeliverable. We heard nothing further until October 1976, at which time 
at the age of 70 she had moved to a retirement home for the elderly in 
High Point, when she inquired about possible benefits. She was furnished 
with an application which she completed and returned in November. Her 
benefit, to be effective January l, 1977, was calculated both under the 
money purchase plan and the formula; the fonner resulted in a monthly 
amount of $118.86 under the maximum plan and the latter $140.88. We have 
offered her the larger amount. Under this proposal, she would be 
restricted to the smaller amount which seems completely inequitable after 
24 years of service and it is not really clear whether she would be 
entitled to post-retirement increases. 

In our opinion, the granting of a vested right should carry with it 
entitlement to benefits that are available at the time of retirement 

· together with any post-retirement increases granted after the date of 

The Employees' Retirement and Health Benefits Division includes the Teachers' and State Employees' Retirement System, North Carolina Local Govern-
mental Employees' Retirement System, Uniform Judicial Retirement System, Uniform Solicitorial Retirement Syistem, Uniform Clerks o( C"urt Retirement System, 
Legislative Retirement Fund, Public Employees' Social Security Agency, and the Division of Health Benefits for Teachers and State Employees. 
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Mr. Terrence D. Sullivan 3 December 21, 1976 

retirement. If the concept of vesting is good, it should provide the 
same benefits that are available to others. If the concept is not good, 
the period required for vesting should be lengthened. This, however, 
would be contrary to the national trend toward reduced vesting require-
ments and federal law as applied to retirement plans in the private secto~. 
This would be far preferable to the further complication of an already 
complicated governing statute. Actually, vested short service 
individuals who leave service tend more toward the withdrawal of 
contributions than they do toward a deferred retirement benefit. 

3. Item 3 would involve no -additional cost with the exception of the cost 
for per diem and expenses for Board Meetings to be paid out of the 
administrative budget. 

4. There would be no direct cost to the State to extend hospital-medical 
insurance coverage to the groups indicated in Item 4 if we assume that 
they will pay the full premium cost as for active members. However, if 
these groups are permitted coverage and if their adverse loss experience 
follows the pattern of the retired group, there would be some additional 
expense to the group as a whole which would be detenninable only on an 
experience basis. 

If, however, the $15 per month per individual subsidy covered in Item 5 
were extended to this group, the cost would be: 

(a) Surviving spouses of teachers and State employees who are 
receiving Survivor's Alternate Benefit allowance under the 
provision of G.S. 135-S(m). 

1977-78 

1978-79 

General Fund 

$64,412 

$69,565 

Highway Fund 

$7,589 

$8,196 

(b) Surviving spouses~ who have not yet attained the age of 65 
years, of retired teachers and State employees. 

1977-78 

1978-79 

General Fund 

$64,412 

$69,565 

Highway Fund 

$7,589 

$8,196 

5. Cost to appropriate $15 per month per individual to subsidize hospital 
and medical insurance under G.S. 135-33 on present basis for members and 
beneficiaries of members not including those covered in Item 4. 

1977-78 

1978-79 

General Fund 

$4,882,369 

$5,311,348 

Highway Fund 

$575,232 

$625,773 

The Employees' Retirement andi Health Benefits Division includes the Tellchers' and State Employees' Retirement System, North Carolina Local Govern-
mental Employees' Retirement System, Uniform Jurlicial Retirement System, Uniform Solicitorial Retirement System, Uniform Clerks of Coutt Retirement System, 
L~islative Retirement Fund, Public Employees' Social Security Agency, and the Division of Health Benefits for Teachers and State Employees. 
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Mr. Terrence D. Sullivan 4 December 21, 1976 

We strongly recommend the removal of the restricting language for the 
same reasons advanced in Item 2. 

6. Cost to appropriate an amount sufficient to resume full funding of the 
Disability Salary Continuation Plan under G.S. 135-34. 

1977-78 

1978-79 

General Fund 

$2, 115,385 

$2, 183,077 

Highway Fund 

$249,187 

$257, 161 

This covers· everything with the exception of Item 7, the approach to 
which has not been resolved. We will try to have something to you by 
Monday or Tuesday on this point. 

Sincerely yours, 

W. H. Hambleton 

WHH:ebs 
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The Employees' Rf'tirement and Health Benefits Division includes the Teachers' and State Employees' Retirement System, North Carolina Local Govern-
mental Employees' Retirement System, Uniform Judicial Retirement System, Uniform Solicltorial Retirement System, Uniform Clerks of Court Retirement System, 
.Lesri1latlve Retirement Fund, Public Employees' Social Security Agency, and the Division of Health Benefits for Teachers and State Emplo)"ees. 



STATE OF NORTH CAROLINA 
DEPARTMENT OF THE TREASURER 

EMPLOYEES' RETIREMENT AND HEALTH BENEFITS DIVISION 
ALBEMARLE BUILDING 

EDWIN GIL,L 
STAT E TREASU~ER 

RALEIGH 27611 

January 4, 1977 

Mr. Terrence D. Sullivan 
Staff Attorney 
Legislative Research Commission 
State Legislative Building 
Raleigh, North Carolina 

Dear Mr. Sullivan: 

W. H. HAMBLETON 
DIRECTOR 

I have discussed with Mr. Boyles Item 7 of your letter of December 13, 
1976 regarding an increase in benefit payments to members who retired prior 
to July 1, 1975 intended to compensate them for the improvements in the 
Re~irement System which became effective in 1973, 1974, and 1975. We are in 
agneement on the following suggestions. 

Representatives of the North Carolina Retired Governmental Employees' 
As~ociation, Inc. have recommended a uniform increase of $15 for each year of 
service performed to all members who retired prior to July 1, 1975 and their 
surviving beneficiaries. We are not completely in accord with this proposal 
because it is contrary to the principles that have governed retirement allow-
ances throughout the history of the Systems. These principles are that 
retirement allowances should be directly related to the salary and length 
of service of the member, taking into consideration the option elected at 
time of retirement. We can adjust for the option election but cannot overcome 
the salary level differential by using this method. Because of the request 
that such a proposal be made, we have prepared cost figures which will most 
nearly accomplish this. To grant such an increase equal to $9 for each year 
of service performed would cost approximately $6,292,000 per year if adjusted 
for the option election at retirement as follows: 

Maximum allowance, Option 1, and 
Option 4 

Option 2 and Option 6 coupled with 
Option 2 

Option 3 and Option 6 coupled with 
Option 3 

Option 5 
Surviving Beneficiaries under Option 3 

and Option 5 
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Per Year of Service 

$9.00 

$6.30 

$7.65 
$7.65 

$3.83 

The Employees' Retirement and Health Benefits Division includes the Teachers' and State Employees' Retirement System, North Carolina Local Govern-
mentnl Employees' Retirement System. Uniform Judicial Retirement System, Uniform Solicitorial Retirement System, Uniform Clerks of Court Retirement Syst.em , 
J.e1d 1:1 lative Retirement Fund, Public Employees' Social Security Agency, and the Division of Health Benefits for Teachers and State Employees. 



Mr. Terrence D. Sullivan 2 January 4, 1977 

As a more equitable proposal, we endorse instead of the foregoing an 
across the board percentage increase of 7 percent to those who retired prior 
to July 1, 1975 which would amount to approximately $5,940,000 per year. This 
type of increase would overcome our objections to the other approach because 
the basic elements of the retirement allowance philosophy would be retained, 
the relative position of retired members and surviving beneficiaries would be 
preserved, and it would be administratively more feasible. We do not 
reconmend going above 7 percent because this would come close to causing 
some pre-1976 allowances to equal or exceed those for members retiring in 
1976 and subsequently. 

These estimated costs do not include any allowance for a cost-of-living 
adjustment which may be made in 1977 because this is indeterminable at this 
time. 

Also, we have again limited this to the Teachers' and State Employees' 
Retirement System and are making no proposal for the Local Governmental 
Employees' Retirement System for the reason advanced in our letter of 
December 21, 1976. 

Sincerely yours, 

~~~ 
WHH:ebs 

CC: The. Honorable Harlan E. Boyles 
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The Employees' Retirement and Health Benefits Division includes the Teachers' .and State Employees' Retirement System, North Carolina Local Govern-
mental Employees' Retirement System, Uniform Judicial Retirement System, Uniform Solicitorial Retirement System, Uniform Clerks of Court Retirement System, 
Legislative Retirement Fund, Public Employees' Social Security Agency, and the Division of Health Benefits for Teachers and State Employees. 
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A BILL TO BE ENTITLED 

AN ACT TO AMEND GENERAL STATUTE 135-6 TO INCREASE THE MEMBERSHIP 

OF THE BOARD OF TRUSTEES OF THE TEACHERS' AND STATE EMPLOYEES' 

RETIREMENT SYSTEM OF NORTH CAROLINA AS RECOMMENDED BY THE 

LEGISLATIVE RESEARCH COMMISSION'S COMMITTEE ON RETIREMENT SYSTEMS 

MATTERS. 

The General Assembly of North Carolina enacts: 

Section 1. G.S. 135-6(b}, as the same appears in the 1975 

Cumulative Supplement to the General Statutes, is hereby amended by 

striking out the number "12" in the first sentence and inserting 

in lieu thereof the number "13"; and further amended by striking out 

the number "Eight" in the first sentence of subdivision (3) and 

inserting in lieu thereof the number "Nine"; and further amended 

by deleting in line 10 of subdivision (3) the words "or State 

employee"; and further amended by adding after the semicolon in line 

12 of subdivision (3) the words "one shall be a re~ired State 

employee who is drawing a retirement allowance, appointed by the 

Governor for a term of four years commencing July 1, 1977, and 

quadrennially thereafter;". 

Sec. 2. This act shall become effective July 1, 1977. 
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APPENDIX EE 

A BILL TO BE ENTITLED 

AN ACT TO AMEND SECTION 135-33 OF THE GENERAL STATUTES RELATING 

TO MEDICAL AND DISABILITY BENEFITS FOR TEACHERS AND STATE 

EMPLOYEES AS RECOMMENDED BY THE LEGISLATIVE RESEARCH COMMISSION'S 

COMMITTEE ON RETIREMENT SYSTEMS MATTERS. 

The General Assembly of North Carolina enacts: 

Section 1. G.S. 135-33, as the same appears in the 1975 

Cumulative Supplement to the General Statutes, is hereby amended in 

line 11 by inserting after the word "retirement" and before the 

word "may" the words ", his surviving spouse, and the surviving spouse 

of a teacher or State employee who is receiving a survivor's alternate 

benefit under G.S. 135-5(m),"; and further amended by inserting in 

line 15 after the word "dependents" and before the word "agrees" the 

words "or surviving spouse"; and further amended by inserting in 

line 17 after the word "employees" the words ", adjusted for any 

appropriation by the General Assembly for qualified individuals."; 

and further amended by inserting in line 19 after the word "spouses" 

and before the word "who" the words ", and the surviving spouses of 

teachers and State employees who are receiving a survivor's alternate 

benefit under G.S. 135-5(m),"; and further amended by adding in line 

24 after the word "benefits" the words ", adjusted for any 

appropriation by the General Assembly for qualified individuals." 

Sec. 2. This act shall become effective on the first day 

of the month next following its ratification. 
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A BILL TO BE ENTITLED 
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AN ACT TO APPROPRIATE FUNDS TO SUBSIDIZE HOSP~TAL AND MEDICAL 

INSURANCE FOR RETIREES AND THEIR DEPENDENTS AS RECOMMENDED BY 

THE LEGISLATIVE RESEARCH COMMISSION'S COMMITTEE ON RETIREMENT 

SYSTEMS MATTERS. 

The General Assembly of North Carolina enacts: 

Section 1. There is hereby appropriated for the fiscal 

year beginning July 1, 1977 from the General Fund of the State the 

sum of five million eleven thousand one hundred and ninety-three 

dollars ($5,011,193) and from the Highway Fund of the State the sum 

of five hundred ninety thousand four hundred and ten dollars 

($590,410) and for the fiscal year beginning July 1, 1978 from the 

General Fund of the State the sum of five million four hundred 

fifty thousand four hundred and seventy-eight dollars ($5,450,478) 

and from the Highway Fund of the State the sum of six hundred 

forty-two thousand one hundred and sixty-five dollars ($642,165) 

to the Health Benefits Division of the Department of State Treasurer 

to subsidize hospital and medical insurance under G.S. 135-33 

for a beneficiary. 

Sec. 2. This act shall become effective July 1, 1977. 
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APPENDIX GG 

A BILL TO BE ENTITLED 

AN ACT TO APPROPRIATE FUNDS TO RESUME THE FUNDING BY THE GENERAL 

ASSEMBLY OF THE DISABILITY SALARY CONTINUATION PLAN (G.S. 135-34) 

FOR THE 1977-79 BIENNIUM AS RECOMMENDED BY THE LEGISLATIVE 

RESEARCH COMMISSION'S COMMITTEE ON RETIREMENT SYSTEMS MATTERS. 

The General Assembly of North Carolina enacts: 

Section 1. There shall be appropriated to the Health 

Benefits Division of the Department of State Treasurer an amount 

equal to .156% of payroll subject to retirement which shall be in 

the fiscal year beginning July 1, 1977 two million one hundred 

fifteen thousand three hundred and eight-five dollars ($2,115,385) 

from the General Fund and two hundred forty-nine thousand one 

hundred and eighty-seven dollars ($249,187) from the Highway Fund, 

and in the fiscal year beginning July 1, 1978 two million one hundred 

eight-three thousand and seventy-seven dollars ($2,183,077) from the 

General Fund and two hundred fifty-seven thousand one hundred and 

sixty-one dollars ($257,161) from the Highway Fund to resume the 

funding of the Disability Salary Continuation Plan for the 1977-79 

biennium. 

Sec. 2. This act shall be effective July 1, 1977. 
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