APPENDIX

Retirement Options - Summary of Results

Prepared by Legislative Council staff for Government Finance Committee

General comparison of a defined benefit, defined contribution, and a hybrid retirement account based on limited assumptions listed below. March 2014
Bl Defined Benefts Defined Contribution Hybrid
Beginning salary 40,000 S 40,000 S 40,000 S 40,000 S 40,000
Years of service 25 25 25 25 25
Employer contribution percentage 11.12% 11.12% 11.12% 7.12% 4.00%
Employee contribution percentage 3.00% 3.00% 3.00% 0.00% 3.00%
Average annual return on investment 8.00% 8.00% 8.00% 8.00% 8.00%
Average annual wage increase percentage 4.50% 4.50% 4.50% 4.50% 4.50%
Benefits multiplier - Define benefits 2.0% 1.0% 1.0%

Life expectancy - Years in retirement 20.0 20.0 20.0 20.0 20.0

Prior to Retirement

Description

Defined Benefits

Defined Contribution

Hybrid Defined Benefits Defined Contribution

Ending annual salary

Total employer contributions
Total employee contributions
Investment income - Preretirement

Total retirement funding available at retirement

115,041

198,226
53,478
421,174

672,878

$ 115,041
$ 198,226
$ 53,478
$ 421,174
$ 672,878

S 115,041 S 115,041 S 115,041
S 198,226 S 126,922 S 71,304
S 53,478 S - S 53,478
S 421,174 S 212,377 S 208,797
S 672,878 S 339,298 S 333,580

Scenario 1 - Annual Retirement

Payouts Equal for All Plans

Description

Defined Benefits

Defined Contribution

Hybrid Defined Benefits Defined Contribution

Retirement payout per year
Life expectancy / Years funds available

Total retirement funding available at retirement
Investment income post retirement

(Less:) Retirement payout estimate - Lifetime

Payout savings / (Costs) for employer

55,079
20.0

672,878
1,040,288
(1,101,578)

611,589

$ 55,079
475
$ 672,878
$ 1,942,877
$ (2,615,755)
N/A

$ 55,079 | | $ 27,539 | | $ 27,539

DB-20 / DC-43.58 20.0 43.58
$ 672,878 | | $ 339,298 | | $ 333,580
$ 1,397,850 | | $ 531,372 | | $ 866,478
$ (1,750,846)| |$ (550,789)| | $ (1,200,058)
$ 319,881 | | $ 319,881 N/A

Scenario 2 - Life Expectan

cy Equal for All Plans

Description

Defined Benefits

Defined Contribution

Fybrid

Retirement payout per year
Life expectancy / Years funds available

Total retirement funding available at retirement
Investment income post retirement
Retirement payout estimate - Lifetime

Payout savings / (Costs) for employer

55,079
20.0

672,878
1,040,288
(1,101,578)

611,589

$ 67,539
20.0
$ 672,878
S 677,895
S (1,350,773)
N/A

$ 61,022 | | $ 27,539 | | $ 33,482

20.00 20.0 20.0
$ 672,878 | | $ 339,298 | | $ 333,580
$ 867,439 | | $ 531,372 | | $ 336,067
$ (1,220,436)| | $ (550,789)| | ¢ (669,647)
$ 319,881 | | $ 319,881 N/A
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