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Dear Mr. Rees:
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Your January 21, 1974, letter requested us to verify or
analyze the data in tre District.of.Calumbia's November 49, 1973,
report to you on the District's Palice.and.Firemen. Retirement
and Nelief Sysicm. Because considerable time would be required
to verify cr analyze all the data, it was agreed that we would
1imitl ocur review to the items included in our March 4, 1974,
letter to you. Also, we would not review each item in detail.

The data uas generally accurate, and the actuarial assump-
tions and calculations used in projecting the cost of ii.. etire-
ment system were reasonable.

Our comments on these and other areas reviewed are presented
in the order listed in our March 4 letter,

BACKC0UND

The District's police and firemen retirement and relief fund
was established by the act of September 1, 1976 (39 Stat. 718).
This act provided optional (lonaevity) and disability retirement
bepefits to Disirict police and firemen, and later acts added the
U.S. Park Police, Vhite House police, and Secret Service person-
nel who protect the President.

02379

The 1916_act created the[&u1ice and Firemen's Retiring and
Relief Fooard,/compesed of the corporation ccunsel and cne member
frem the police ard fire depariments,  The Poard was to make the
deteriain »Uions on vetiveront Lenefits for pelice and tiremen and
relicf tonofits tor tneir survivors.  The cot stated that the
Feard of Pelice ond Fire Surecons had to certify in writing to
the retiroomt board that werlors applying for discbility retire-
ment benerats vore dicabled. The act autherized the Cormissioners
of the lictrict Government to change the corposition of the re-
tirament board 1rom time to tine at their discretion.
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In 1066 the Comnissioner of the District of Columbia changed
the coiponition of the retirement board: | the District Personnel
Officer (Chairoan), the Dirvector of Put.lic Health (Vice-Chairman),
the Corporatics Counsel, the Chief of Police, and the Fire Chief.
Nowhers of the U.S. Park Police, HUhite House police, and Sccret
Service vere cuthorized to sit on the board on cases involving
their orqanizations. The functions and responsibilities of the
board rerained about the sane.

In 1970 Public Law 91-509 (84 Stat. 1136) provided that indi-
viduals could receive the optional retircrent benefits after
20 years of cervice, rcqardless of age.  Before 1970 they had to
be 50 years old and compliete 20 years of service. The 1970 act
increased maxines optional annuity benefits from 70 percent to
80 percent and disability annuitics renained at 70 percent of the
individual's salary at time of retircment. Annuities for disabled
retirees vere to ccase if their incomes from waqes and self cmploy-
ment for 2 consccutive calendar years exceeded 80 percent of the
current salarv rate of the positions held at dates of retirement.
Nicahility amuitics are tax free. The Commissicner transferred
disability certification authority from the surgeons' board to
the retirerent board, although the surgeons' board continued to
furnich r:dical data on retfirees to the retirenent hoard,

In 1972 Public Law 92-410 (D.C. Code 4-533) provided that dis-
abled retirees, regardless of age, employed on or after May 14,
1972, undergo riedical exavinations. 7o determine continucd eligi-
bility for annuitics, retirement board preccedures under an earlier
act also required disabled retirces to take medical examinations
but only if they were under 50 years of age.

The Office of Pebt Analysis, Department of the Treasury, pro—}l"ngo
~vides the actvarial services and certain payment veritication ser-
vices for the District's Police and Fivermen Retirenent and Relief
System. At the District's request, that office made an actuarial
valualion of the retirenont systew and in April 1973 reported to
the District on its findines,

The renort wos the Lagis for sonn of the data shoun in the
District's Hoveiboy 1900 1973, study of the Police and Firemen Re-
tirerent and felbief System,

EASOALLLENTES NF SUPPOFTING DATA
SH i 1 O ST T T T LD RETIRCES

~ We agree with the District that the percentage of disability
retivements to Ltotal retiverments generally has been decreasing
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since 19€9, the peak year. Retirement authorizations and payroll
rccords suppert the data the District provided showing the decreas-
irng treed.  Hewover, continuation of this trend is uncertain, The
folloving table shows the nunber of optional and disability retire-
ments and the porcentage of disability retivements to total retire-
menls for 196 threugh 1973,

Percentage of disability

Calendar ______ Retircments retirenents to total
year Opt1ov31 leab]]lty Total retirements
19C9 4 244 248 98
1970 5 182 187 97
1971 49 196 245 80
1972 33 140 173 81
1973 81 117 198 59

District officials advised us that the reversal of the upward
trend in disability retircements could be attributed to the elimina-
tion of the 50-ycar age regu. ement and increased annuity benefits
for opticnal retirements.

}\LLUW\I r ll__jl _“l [ lllj i O6f RITINTLS
}UR C/\ - Y, *‘1 s

The number of 190 retirces for calendar year 1972 was compiled
by the District's Personnel Office. OQur examination of the retire-
ment authorizations showed that the total should be 173. The dif-
ference of 17 was causcd by the District's including individuals
who retired beticen February 1972 and January 1973 instead of for
the 12 months erded December 31, 1972, LCecause records were not
readily ovailabie and your need for a tinely response, we did not
verify the nuber of vetirees on the rolls as of December 31, 1972,
receiving annuity payrents.

FUFPER OF PPTIREES URBIR ACE 50

Yﬂﬂf\lvn ‘l” lix ?'ii JORTIETOENT

Our review of 20 randenly selected retivees paid during 1972
showed that rost of the retivees under aae 50 veceived their last
precations 3 or rore years bofeore retivenent,  The following table
shovs the tine between dates ot last provotion and dates of retire-
nent for the 20 randemly selected retirees paid in 1972,

Years

Over
Total O0to2 3tod 5 told 10

Number of retirees 20 3 4 6 7
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REASCUALT LSS OF PROCIONPTS TOR
VIRII D e I ki

The Diztrict did not have procedures for verifying the re-
ported incere carned, if any, by disabled retireces.

Disabled retirees under aac 50 are required to report income
carncd esch vour to enable the vratirement board to determine re-
tirvees' coptinved elivibility for annuitics., If they earn more
thon G0 1 rount of the current salaries of the positions they held
at Lire of retivement for 2 censecutive calencer years, their
annuitics crase.

The District's Office of Nunicipal Audit and Inspection (form-
erly Internal Audit Office) cxanined the eligitility of employed
annuitants in 1665, That examinaticn consisted of a limited sur-
vey of incorie earned by retired police and firemen emplaycd by the
District Gevorrment. The auditors reported that no procedures
had been esteblished for routinely identifying retirees who had
excecded the legal income limitation., The euditors' survey involv-
ing 13 retivees identified 4 who had exceeded the income limitation
in 1 calendar year.

In the noxt calendar year, three of the retirees took Teave
without pay and thereiore their carnings did not exceed the Tegal
Timit and the other retiree earned 1css than the maxinum allowable.
Despite chserved procedural weaknesses, the report contained no
reconmendations,

An official of the O0ffice of Municipal Audits said no audits
had been made since 1965 and they had no plans to make future
audits.

be verified thet 23 randemly selected retirees on the rolls
in calendar yeers 1971 and 1972 had filed income rcports. Eighteen
reported carned incone ard five did not.  Income reported did not
excerd the Treal Tindtation.,  In accordance with the understanding
vith your of fice, we did not verify the accuracy of the retirees’
rejports.,

To insure that income Timitation provisicns of the law are
cornlicd vith and to (void rescible erroncous annuity payments,
the isteict should catablish procedures for insuring compliance,
including poriceaic internal audits.
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MEDICAL EXAMTHATIONS

-

The Taw (D.C. Code 4-530) provides that, if disabled retireces

under £0 yoors (ﬁ ane recover frens their d1Jub1]1k1LJ, annuities
cease 1 yeur iven the dutes of the wedical examinotions. The re-
tirement board r(quircs examinetions of disabled retirees under

50 ycars of age every 2 years.

Public Law 92-410 (D.C. Code 4-533) provides that dischled
retirces vers x«jpjf cf areer p]ovel en or after May 14, 1972,
undergo tdical caiming Grons. Fowover, it is silent concerning
vhat actien should be talen if retireces who are 50 years or older

are determincd to be no lernger disabled,

The District stated that it does not have authority to remove
such retirecs from the rolls.

A District official told us that they plan to imnlement Pub-
Tic Law 92-410 ty requiring conloved retivees under L0 years of
age to tare the riedical exowinatione tetore these ovor ace B0,
because only Lrces rotive s undor oo WS dound to be ne longer
disabled can be removed from the retiremcznt volls,

If it is desived that cunloved vetirees ace 50 or older who
are iedically fit be reoroved from the retivemont rolls, we suqg-
gest that the law be changed to specifically rrovide the District
witlh such autheority.

In 1971, 114 police end firernen under 50 years of age were
given disability rctirerents and therefore would be required to
have medicael exeminetions in 1973, towever, 82 of these cases did
not have rcdical examinations. A retirerent board ovficial said
the retireunent board requested the police end fire HL,(T rments to
curtail thcir netices to redirecs for redicel exanincticns because
of the beard's heavy workloed during each veekly meeting.

De]ays in examinina disabled retirces may result in unneces-
sary costs tc the Goverrrent, because medically ineligible re-
tirces under ane 50 ard these reaching eoe 50 before their
exaiminations revain on the retirer ent rolls.

PEASORALLINEST oF Tl" fFTV AL
Ao T o T

Attachrent 2 of the District's study shows the projected year
by year net cost, to the District, for dicibility retirenents by
arount and percent of payrolls. District attachnent 4 cowpares

J19YTVAY INFNND0Q 1538
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disahility retircnent bhenefits by years of service. The Office of
Debt Mnalysis, Department of the Treasury, made these projections.

Ve reoviewed the valuation report supporting the projections
and dizcunand the procedures, controls, and actuarial techniques
used with Lbe official of the O0ffice of Debt fnalysis who prepared
the schedules,

The projected costs ond retirement benefits were based on
sound aciuerial techniques and controls. Although we did not
analyre the <nprortine data in detail, we test checked some calcu-
Tations oo vero satisfied as to the reasonableness of the system
and procedures empleyed.

The cost projections made in District attachment 2 assume that

there will te no salary increases for active employees ard no cost-
of-1iving increases for survivors.

Projections were made to the
year 2010.

Ve believe that it is extremely unlikely that there will be
no salary or cost-of-Tivinag increases.

the "tet D.C. Dollar Cost" as shown in Distirict attachwent 2 is

the Towest possible cest and may well understate the actual amounts
that will be experierced. The armounts sheown in the attochment as
the "D.C. cost - percent of payroli" would atso te understated 1f
salaries increase.  Fowever, because inflation would cause both
payroll and benefit cests to rise, the percent of higher benefits
te hiqlier payrolls vould be more stable than the net cost to the
District. Congecuenily, it is our view thal the District's cost

of disability retircments expressed as a percent of payroll will
rerain nore constant and more reliance should be placed on these
percentages.

Therefore, we believe that

The data in District attachment 4 concerning the projected
disahility retirements after 5, 10, and 15 years of service is
reasonable.

Cost of dicalility and optional retircvents

The projectad costs of retivements after 20 and 25 years of
service Les prepered fey us by the Office of Debt Analysis and is
inclulad oo onoorclosure to this report. The data 1s vecascneble.
Fowever, in dovelopirg the projected costs of optional retire-
ments, the Office of Debt Analysis noted that the cost of annuity
payitnts o survivers of officers with 292 years of service was
understated.  The projected anniity pavimonts to survivors of offi-

cors after 20 vears of cervice (as shown in District attachment 4)
vere increased as shown by the enclosure to this report.

JIay AT ININAJ0d 1534
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The District's study includes a schedule (attachrent 11)
which cormares the percent of disability retirements, by type, to
total retivarents for the Disirict and other citics. The data is
not representative and cannot be used for comparison

Information in the District's study concerning other cities
was chiained from unpublished data compiled by the International
City Manegorent Association. Data concerning the District was
obtaincd from Uistrict records.

An Association official said that, because of the Tow re-
sponse by the reporting cities, the percentage of disability re-
tiremorts to total retircements for the other cities was not
representative and that the information was not included in the
Associaticn's published report.

Due to time limitations we did not obtain formal comments
from the District, althcugh we did discuss the matters in the
report with District officials.

e will not distribute this report further unless you agree
or publicly anncunce its contents.

e ~Sincerety: yours, T A

/

Comptroller General
of the United States

s

A s
w ! ?

Enclosure

\t
BEST DDCUN\ENT NVALAB



ENCLOSURE

D.C. POLICC AND FIPIETH

RETIRENLHT AN RELILE SYSTEM

Optional and disabtility retirement benefits for typical cases

Private  Seracant Lieutenant Captain

(thousands)
Optioral after 20 years' service:
Final salary $14.4 $ 17.0 $18.8 $ 20.5
Arnuily rate 7.2 8.5 9.4 10.2
Projected annuity payments 186.3 220.0 243.3 264.0
Projected surviver paynents 59.4 70.0 17.7 84.3
Total, all payments 245.7 290.0 321.0 348.3
Optional after 25 years' service:
Final salary $14.4 $17.0 $ 18.8 $21.4
Annuity rate 9.4 11.1 12.2 13.9
Projected anruity payments 212.9 251.2 278.5 316.3
Projected survivor payients 556.8 £5.8 73.0 83.0
Total, all payments 268.7 317.0 351.5 399.3
Disability after 20 years' service:
Final salary $14.4 $17.0 $ 18.8 $ 20.5
Annuity rate 8.8 11.5 12.7 13.9
Projected annuity payments 248.6 293.1 325.2 353.2
Projected survivor payments 60.1 70.9 718.7 85.4
Total, all payments 308.7 364.0 403.9 438.6
Disability after 25 years' service:
Final salary $14.4 $17.0 $ 18.8 $ 21.4
Annuily rate 9.8 11.5 12.7 14.5
Projected annuity payments 218.4 257.5 285.8 324.6
Projected survivor payments 56.9 67.0 74.4 84,5
Total, all payments 275.3 324.5 360.2 409.1
ANLBLE





