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Analysis: Option 1
Change to 7.75%

Will lower both the annual DROP account interest
edit and the annui iy conversion

Consistent with |
Cost neutral|ifjactuarial |
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Analysis: Option 2

Use a fixed but lower rate

Very supportable as 7.75 is much greater than
— returns individuals can earn in a 5 year savings account
— individual annuity purchase rates

For these reasons use of a lower rate is increasingly
becoming a favored approach for other DROF

P plans
Costs and risk to the System are lowered

Interest credits and annuity conversions are lower
than if 7.75% rate is used

Potential rates to consider

~ 5 year T-bills (today at 2.87%)

~ PBGC annuity rates (loday at 5.25% - 6.18%)

— LT investment grade corporate bond (today at 6.02%)

~ 30 year Treasury securities (today 4.22%)

— Arbitrarily pick a rate less than 7.75%
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Analysis: Option 3

Use a floating rate




Primary Conclusions
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Resulis

Experience Study

Table I -1
Current Retirement Assumptions
All General Emplovyees All Safety Emplovees
Age Range Actual Expected Ratie Actual Expected Ratio
50-54 - - -- 266 62 4.29
55-59 476 107 4.45 64 35 1.16
60-64 175 114 1.54 8 14 0.57
65-69 43 38 1.13 i 1 1.00
70+ i1 47 0.23 0 0 0.00
Totals 7035 306 2.30 339 132 2.57
Table 1 -2
Current Retirement Assumptions
All General Emplovees All Safety Employees
Age Normal DROP Total Normal DROP Total
Range | Retirements Retirements Retirements | Retirements Retirements Retirements
50-54 — - - 226 266
55-59 476 ? 64

60-64 61 114 175 2 6 8

65-69 23 20 43 1 0 I

70+ 10 1 i1 0 0 0
Totals 236 469 705 51 288 339
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