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SHORT TITLE:
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FUNDS AFFECTED:

BILL SUMMARY:

NORTH CAROLINA GENERAL ASSEMBLY
LEGISLATIVE ACTUARIAL NOTE

House Bill 4

RETIREMENT

Law Officers’ 25-Year Retirement

Representative Hensley

Teachers' and State Employees’ Retirement System and Local

General Fund, Highway Fund, Receipts and Local Government Funds

Reduces the service requirement for unreduced retirement benefits from 30 years of

service to 25 years of service as a law enforcement officer regardless of age. The bill also reduces the
requirement of 30 years to 25 years for the special separation allowance of .85% of salary for each year of

service.

EFFECTIVE DATE: July 1, 2001

ESTIMATED IMPACT ON STATE:
Retirement System Actuary: Buck Consultants estimates the normal cost will increase by .0059% of the

Teachers' and State Employee’s Retirement System

payroll of all members of the Teachers' and State Employee’s Retirement System. Buck Consultants estimates
the cost to fund the accrued liability cost will be .0262% of the payroll of all members.

General Fund
Normal Cost Increase
Accrued Liability
Total General Fund

Highway Fund
Normal Cost Increase

Accrued Liability
Total Highway Fund

Receipt Funds
Normal Cost Increase
Accrued Liability
Total Receipt Funds

2001-02 2002-03 2003-04
$423,189 $448,369 $475,047
$1,879,247 $1,991,063 $2,109,531
$2,302,437 $2,439,432 $2,584,578
2001-02 2002-03 2003-04
$21,606 $22,891 $24,253
$95,944 $101,653 $107,701
$117,550 $124,544 $131,955
2001-02 2002-03 2003-04
$127,564 $134,325 $141,444
$566,470 $596,493 $628,107
$694,034 $730,818 $769,551

2004-05 2005-06
$503,312 $533,259
$2,235,048 $2,368,033
$2,738,360 $2,901,293
2004-05 2005-06
$25,696 $27,225
$114,110 $120,899
$139,806 $148,125
2004-05 2005-06
$148,941 $156,834
$661,397 $696,451
$810,337 $853,285



2001-02 2002-03 2003-04 2004-05 2005-06
General Fund $2,302,437 $2,439,432 $2,584,578 $2,738,360 $2,901,293
Highway Fund $117,550 $124,544 $131,955 $139,806 $148,125
Receipt Funds $694,034 $730,818 $769,551 $810,337 $853,285
Total Retirement Cost $3,114,021 $3,294,794 $3,486,084 $3,688,504 $3,902,703
Separation Allowance $307,000 $864,000 $1,261,000 $1,511,000  $1,634,000
TOTAL COST $3,421,021 $4,158,794 $4,747,084 $5,199,504  $5,536,703"

General Assembly Actuary: Hartman & Associates estimates the normal cost will increase by .010% of the

payroll of all members of the Teachers' and State Employee’s Retirement System. Hartman & Associates

estimates the cost to fund the accrued liability cost will be .025% of the payroll of all members.

General Fund 2001-02 2002-03 2003-04 2004-05 2005-06
Normal Cost Increase $717,270 $759,948 $805,164 $853,072 $903,829
Accrued Liability $1,793,175 $1,899,869 $2,012,911 $2,132,679 $2,259,574
Total General Fund $2,510,445 $2,659,816 $2,818,075 $2,985,751  $3,163,403
Highway Fund 2001-02 2002-03 2003-04 2004-05 2005-06
Normal Cost Increase $36,620 $38,799 $41,107 $43,553 $46,145
Accrued Liability $91,550 $96,997 $102,769 $108,883 $115,362
Total Highway Fund $128,170 $135,796 $143,876 $152,437 $161,507
Receipt Funds 2001-02 2002-03 2003-04 2004-05 2005-06
Normal Cost Increase $216,210 $227,669 $239,736 $252,442 $265,821
Accrued Liability $540,525 $569,173 $599,339 $631,104 $664,552
Total Receipt Funds $756,735 $796,842 $839,075 $883,546 $930,373
2001-02 2002-03 2003-04 2004-05 2005-06
General Fund $2,510,445 $2,659,816 $2,818,075 $2,985,751 $3,163,403
Highway Fund $128,170 $135,796 $143,876 $152,437 $161,507
Receipt Funds $756,735 $796,842 $839,075 $883,546 $930,373
Total Retirement Cost $3,395,350 $3,592,455 $3,801,026 $4,021,733 $4,255,283
Separation Allowance $ 305,770 $ 827,986 $1,202,730 $1,455,489 $1,736,614
TOTAL COST $3,701,120 $4,420,441 $5,003,756 $5,477,222 $5,991,897

ESTIMATED IMPACT ON LOCAL GOVERNMENTS:
Local Governmental Employee’s Retirement System
Retirement System Actuary:  Buck Consultants estimates the normal cost will increase from 5.27% of

payroll to 5.91% for a net increase of .64% of the payroll of law enforcement officers. Buck Consultants
estimates that the first year annual cost to pay the unfunded accrued liability will be $4,749,000 based on a

15-year amortization period.

2001-02 2002-03 2003-04 2004-05 2005-06
Normal Cost Increase $3,936,000 $4,189,872 $4,460,119 $4,747,796 $5,054,029
Accrued Liability $4,749,000 $5,055,311 $5,381,378 $5,728,477 $6,097,964
Total Retirement Cost $8,685,000 $9,245,183 $9,841,497 $10,476,273 $11,151,993
Separation Allowance $ 717,000 $2,035,000 $3,145,000 $4,045,000 $4,883,000
Total Local Funds $9.402,000 $11,280,183 $12,986,497 $14,521,273 $16,034,993




General Assembly Actuary: Hartman & Associates estimates the normal cost will increase from 5.27% of
payroll to 5.91% for a net increase of .64% of the payroll of law enforcement officers. They also estimate
that the annual cost to pay the unfunded accrued liability will increase .83%.

2001-02 2002-03 2003-04 2004-05 2005-06
Normal Cost Increase $3,936,000 $4,189,872 $4,460,119 $4,747,796  $5,054,029
Accrued Liability $5,104,500 $5,433,740 $5,784,216 $6,157,298  $6,554,444
Total Retirement Cost $9,040,500 $9,623,612  $10,244,335 $10,905,095 $11,608,473
Separation Allowance $1,171,048 $3.074,468 $4,399,000 $5,742,029  $6,780,936
Total Local Funds $10,211,548  $12,698,080  $14,643,335 $16,647,124 $18,389,409
ASSUMPTIONS AND METHODOLOGY: Teacher's & State Employees' Retirement System

The cost estimates of the System's Actuary are based on the employee data, actuarial assumptions and
actuarial methods used to prepare the December 31, 1999 actuarial valuation of the fund. The data included
285,784 active members with an annual payroll of $8.4 billion and 102,939 retired members in receipt of
annual pensions totaling $1.510 billion. Significant actuarial assumptions used include (a) an investment
return rate of 7.25%, (b) salary increase rate of 6.25%, (c) the George B. Buck Mortality Tables for deaths in
service and after retirement and (d) rates of separation from active service based on System experience. The
actuarial cost method used was the entry age normal method with open-end unfunded accrued liability and a
frozen unfunded liquidation period of nine years. Detailed information concerning these assumptions and
methods is shown in the actuary's report, which is available upon request from Stanley Moore.

Local Governmental Employees' Retirement System The cost estimates of the System's Actuary are based
on the employee data, actuarial assumptions and actuarial methods used to prepare the December 31, 1999
actuarial valuation of the fund. The data included 112,431 active members with an annual payroll of $3.12
billion and 28,562 retired members in receipt of annual pensions totaling $318 million. Significant actuarial
assumptions used include (a) an investment return rate of 7.25%, (b) salary increase rate of 6.25%, (c) the
1979 George B. Buck Mortality Tables for deaths in service and after retirement and (d) rates of separation
from active service based on System experience. The actuarial cost method used was the projected benefit
method with aggregate level normal cost and frozen accrued liability. Detailed information concerning these
assumptions and methods is shown in the actuary's report, which is available upon request from Stanley
Moore.

SOURCES OF DATA: System Actuary - Buck Consultant, Inc.
General Assembly Actuary - Hartman & Associates, LLC
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