
a+ *rrrr

Ihe State Police Civic Association was organized in 1917 and officially

incorporated under Pennsylvania Iaw in 1922.

Its objective was and is to accumulate and maintaj-n a fund from dues

paid by its members and from other sources w"ith r,vhich to pay pensions, funeral

expenses and provide artificial limbs and eyes to members of the Assocj-ation.

Ttre primary purpose remains, the payment of pension.

After tuenff-five years serrrice with the Perursylvania State Police an

applicant is entitled to receive a oaxinnrm of $15O.OO pir'nonttr. Between

tenures of 20 to 25 years service, a member rerains eaigible for a service pension,

but at a retluced. rate. Fron 191? to 1952, the objective rrras met sinply because

the funds constituting iucome of the Association exceeded its obligation to the

pensioners. In order to meet the demands created by an increasing number of re-

tirees, the rate of dues was raised at various stages. Prior to January 1, 1926,

uembers contiibutetl at the rate of t/" of salary not to exceed. $3rOOO. (lhis base

salary has renained stable throughout the history of the Association. - That was

the Comrissioners salary at one tinre. )

Subsequent increases occurred in later years as follows:

1-1-1926
3-1-1936
2-1-1945
8-1-1950
3-1-1951
5-5-1960

2-29-L936
1-31-1945
8- 1-19s0
3- 1-19s1
5- 5-1960
Present

2%

3%

4%

$o per year
4%

8%

to
to
to
to
to
to

ALt 0F $31000.



In 195?, the pension ro11s numbered over 400 nembers, up from 166 in

194?. Today we have 825. In 1957, however, we were facetl with a situation which

inclicated that the Association r+ouId begin anil continue to pay out more than was

being taken in. An unhealthy situation in any business. Therefore, au amend-

ment to the By-laws resulted in the s.tipulation that pensioners would receive

a percentage of their ru:cirnum tlues, based on the income perfornance of the

preceding year.

In 1960, the dues were increased to 8% of $31000., of wtrich the additional

4# sould be utilized only for the purchase of invesfircnts. The additional interest

generated from these investments woulil be used for the paynent of pensions. The

theory was that as long as the principal renained untouched, the fund had to grow.

Rightfully so. Unfortunately not as quickly as was possible. Article V,

Section 1 of the Constitution linited investing to rregistered obligations of

states, territories, or any political sutdivision thereof, Peru:sylvania Municipal

Authorities, and of the United. Statesrt. In essence, Muni cipal Bonds and U. S.

lbeasury Securities.

A Municipal Bond or a U. S. Treasury Bond or Note, are tax exempt seeurities.
gorporations or individual who .rr.ish to 1ega11y avoid or evade paying taxes on these

securities can do so. The Association is a tax exerpt Corporation operating under

a non-profit stfucture. Any inves tnent deemed prutlent by 1aw in any type security

tLich ultimately results in a profit, rras not, and presently is not, taxible

income. Bonds are good short-term investments for the protection of capital against
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intervening market fluctuations, but being fixed in value, they fail to partici-

pate in the growth of the economy or add protection against a dollar wtrich has

declined in purchasing power from its face value in 1939 to approxj-mately 3?f

today.

In May, 1965, the Board of Directors noved to liqfridate a Treasury holding,

oue $5001000. bond, yielding 2 3/4/" annual interest, and purchase a half urillion

dollars rr'orth of Dreyfus Mutual Frmd. The liquidation carried a $ssrooo. 1oss.

By Decenber of the same year the loss was recovered and a profit reflected in this

holding. The next step vas to move our 2t ni11ion in Mrmicipal bonds, average

yj.e]..d 3,42fi (approxiurate). In 1966 and the early part of 196?, all but $5OrOOO.

mrnicipal bonds were placed on bid and sol-d at a total- loss of gL99r0?8. The

proceeds were used to purchase higher yielding corporates and gror*th comnon stocks.

cash profits actually received to Ju1y, 196g, totalleal $4061340. presently, 44.4/"

or $211091000 of the portfolio consists of fi:red securities. The average yield is

aow 5.93%.

Ifith everything going so wel1, whJr should we concern ourselves with

changes?

3

lhe nembers of the Association realized this, By an overwhe]rni ng majority

vote, the investnent policy r,ras changed to permit investing in conmon stocks, the

iBvestment vehicl-e used by most pension funds and institutional investors to keep

Dace H-ith infLation,



A PERS DOESN' T PLAN TO FAIL - HE FAILS TO PLAN -

If you were to refer to Exhib.![ :l you will discover that 50% of the

Pennsylvania State Police Force is under 30 years of age. Th-irty years from

now, these potential pensioners will- be asking, ,,why hadntt someone realized

that the pension roI1s would. be overcrowded to the point that the fund is unable

to proride a decent return for their investments?tt

If the State Police Civic Association membership is satisfied with a

status quo operation, they cannot expect to derive benefits any greater in the

next 30 years, than is presently being received. Comparing the benefits avail-

able under the Associationsr structure with the State Employeers Retirement

System or Social Security (collectible at age 65) can be d.isputed by a quick

referral to Exhibit B. Comparatively, the cost becomes less to the individual,

as his earning power increases und.er the State Police Civic Association

YOU PAY FOR WHAT YOU GET.

Uhat innovations are to be made? A precursory step is to increase dues

by an additional $4.62 per nan. lhe additional sum to be deposited to the

iavestnent fund for the purpose of assuriag appreciation to the Fund. Secondly,

an additional $1.14 be deducted specifically for the purpose of creating an

insurance fund fronn which either a direct payment be nade to the designatetl

beneficiary upon the death of the member or prenriums be paid to a private insurance

firn.

, This represents a total bi-weekly deductiou of $15.00 per nan or a total
increase of $5.?6 .ver the present deduction of $g.24. rt also represents 13f of
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$31000., the base re conmendeil..:t.f , Ia retained until such time that the fund reaches

asset proporation to consider a higher pension benefit than $15O.OO per month -
Actual percentage by todaysr salary standards are reflected in Exhibit C.

lhe State Policeaan applying for pension presently, has contributed any-

ntrere from $3r5OO. to a naximun of $4r2OO. into the fund over a tr4renty-five to

thirty-nine year period of service. Even at $g0. per month, hi.s investnent is

recovered in a relatively short time, However, if you enJ-isted after May 5, 1960,

under the present rate of contributions, you can erq)ect to pay $61000. into the

Fund uith tuenty-five years service, and $91360., if you conplete thirty-nine years

serrrice.

Th-is is the way pensj-ons are computed now:

During 1967 total ineome received from all sources $ 847,846.

Total pensions to be paid in 1968 at maximum benefit $lrSOt,220.
62.29%

The Board moved that pensions for 1968 be paid at the rate of 62%.

If you retire with 25 years service your pension in 1968 ri1l be conputed

as follows :

trA calculation has been made indicating that your total salary for

the past five years for pension purposes was $15, OO0. , 6V/" of rvhich

is $grOOO. for sixty monthsr or $fSO. monthly pension benefit.

However, Jrour senrice pension for the calendar year 1968 w-ill be

62% of $150. or $92. monthly as per present By-1aw5.rr

The abovlformula remains unchanged. with service over twenty_five years.

A

5

.a



B.' For service less than twenty-five years, the 6W is reduced one

percent per year. Therefore, a twenty year retiree. receives SS%

of $151000. as a base or $grzso. or $13?.50 per month; or

present}y 62% of 913?.50 or $85.25.

The inequity j.s obvious. At entry age of 25, with 20 years service,

I'B, contributes $41800., retirbe receives $g5.25 until age ?0 (assuning he lives

tlut long) and is paid $2515?5. rrArr on the other hand, leaves on mandatory retire-
ment, after 35 years service. He contributed $gr4oo. and receives $93. nonthly

until 70, a total of $111160.

. ff rtAr rrere to *ie rrtren he reached age 59, and when still in the employ of
the state Police, his beneficiary r+ould receive $2r5oo. death benefits, and g500.

funeral- expenses. As surne lrBrr renained on the job with 20 years completed service

and died. ltis beneficiary would receive the same. Neither would be entitred to

a refund of any dues because they were both eligible for retirement.

rf you enlisted prior to May 5, 19s2, a.r.l your contributions to the invest-
nent fund rvould be returned if you cease to be erryloyed by the state porice.

After that date, you nust have three years service completed before a refund cau

be nade. rf you enristed after May s, 1960, the first $seo. in the investir'nt
account is non-recoverable.

No dues contribution to the operating fund is recoverable.
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ttrerefore, menbers contributing $1.14 each pay would establish a funtl

of $881920 (based on 31000 members) for the first year. Ttris Fund would accurmrlate

each year at an equivalent or higher rate thereby acconrnodating atltli ti onal death

benefits in future years.

_ It would be irrpractical to attenpt to continue paying a $101000. death

benefit after retirenent. Therefore, a stipulation should be incorporated in

the Bi-Iar+s to reduce the death benefit from $10,000. to $1,000. - (up from $125.

presently).

s
-l-
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INSURANCE

The Pennsylvania State Police has not experienced deaths either through

natural causes or in the line of duty, at an unusual number. It is feasible to

expect that in any given year would the possibility exist when eight deaths

would occur.

llhat will an increase ind ues accomplish? By July 1, 1969, the dues

paying members rrri11 totaL approxinately 3r0OO. At current rate of $120. per year,

aew noney for jnvestment woultl generate at $3601000. per year. Doubling this amount

uould permit the Fund to grow at the rate of $7201000. each year. E-.ctended

twenty-five years from now, the fund has accumulated 18 nilJ-ion dollars rather tha-n

the 9 nillion presently projected. Add the approximate 5 million dollars to ttlis

totai and figuring a 5% return on 23 million do11ars, the retirees of I99O-92 wi:Il

have $111501000. to split up for pensions - about $45OrOOO. per year more.



Naturally, this is oversimplified. The force will not hold at 31000

members. Exhibit.D, displays a realistic projection over the next tnenty-five

years, and with appreciation taken into consideration, the net worth of the

. fund will be closer to 50 million dollars in 1992.

By the sarne token, increased demands will be called upon the fund to

meet an anticipated exodus in the late 19?0ts and early 80ts. The attractive

salary structure presently being e>rperi-enced has deterred retj-rements. However,

this can only exist for a given period of time. If anything, mandatory retire-

ment w:ilI add to the retirement rolls plus the fact that in the next two

decades the retirement age could be lowered to 55.

account r

Exldbit E takes th-is into

(1)

(1)

(z)

(s)

TO SUMMARIZE

Propose increasing d.ues structure from 8% of $31000. or $240.00 per
year - S9.24 bi-weekly)

to

L3% of $31000. or $sgo.oo per year ($ts.oo bi-weekly) an increase
of $5. ?6.

$4.62 add to Investment Fund $1.14 Insurance Fund

AND RECEI\TE TN RETTIRN

Raise Death Benefit to flat $101000.

Add t/Z% for each year senrice after 25 years

fncrease artificial limbs and eye benefit to actual cost not to
exceed $11000.

(4) Liberalize refund. policy to maxinnrm permitted..
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Wfuy should you vote in favor of the proposal? If you are between the

twenty-one and thirty, the chances are 100 to 0 that you will be receiving

pension and possiblv moreo - Time will tell.

If you are between 30 and 40, the odds drop to 70-30, but itts unopposed

that you will be getting closer to the naximrm.

If you are between 2I-60r Xou have added death benefits.

.If you are aot certain you want to nake the State Police your career, you

rcill be recovering more of your contributions should you decide to resign. A

positive-negative approach

In conclusion - No mention is made of the period of time beyond 1992.

Be assured vith this foundation the members going on retirement will not have to

concern thenselves with a s ound State Police Ciric Association. It lti1l be there.

ol
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AGE GROUP

PENNSYLVANIA STATE POLICE

1968 BASE

NO. PERCENTAGE

5s

51

48

45

42

39

36

33

27

24

2L

AGE

60

54

50

47

44

4l

38

35

r32

29

26

-23

84

L64

L32

16s

2s4

204

185

L94

3L7

449

488

163

3.0

5.9

4.7

5.9

9,1

7,3

6.6

6.9

11.3

16.0

L7 .4

5.9

100%

3o

TOTAL 27 99

&\HIBIT I'Ail

I
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COMPARISON OF DUES DEDUCTION

(AGE 25)

ANNUAL SALARY

ol
lo

ACTUAL
S PCA

%

3 ,000.
S PCA

5.5L%
SERS

%$
SOCIAL SECURITY

$ 6,7L6.

7 ,055 .

7 1407..

7 ,772.

8 r 580,

.9,011.

9 ,454 .

9 ,923.

la ,432 .

$370.

389.

409.

429.

47 3.

496.

52L.

547 .

57 5,

604.

634.

665.

$322.

367 ,

385.

44L.

44L.

44L.

44L.

445 .

445.

445.

445 .

460.

4.8

5.2

5.2

5.65
I

5,65

10 , 954.

11,501.

L2,O7 5.

DffiIBIT il Bil

3.57

3 .40

3.24

3.08

2.79

2 .66

2 .54

2.4L

2.30

2.L9

2.08

1,9g

$240.

240,

240.

240,

240.

240.

240.

240.

24A.

240,

240.

240.
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ACTUAL PERCENTAGE OF DUES DEDUCTIONS

$390. per year - L3% of $31000,

ANNUAL
SAIAR:Y PERCENTAGE

6r716.oo

7 ,055.00

7 ,407 .A0

7 ,77 2.00

8, 163.00

8 r 580.00

9r011.oo

9 r454.00

9 ,923.00

10, 432.00

10 r 954.00

11r5ot.oo

L2 rO7 5.00

5.81

5.53

5.26

5.01

4,77

4.54

4.33

4.13

3.93

3.7 4

3.56

3;39

3.23

DffiIBIT il Cil
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PROJECTED MEMBERSHIP

YEAR

Present

{..'>1" iy, i.:--

TI,{ENTY- FIVE YEAR PROJECTION

NET WORTH

$ 120
PRESENT

5,000 r 000.

342,000 .

37I ,000.
4L4, ooo.
450 ,000.
486 ,000.
522,000.
558,000.
594,000.
630,000.
666,000.
7 42,000 .
7 38 ,000 .

77 4,000.
8 10,000,
810,000.
I 10, 000 .
8 10,000.
810,000.
810,000.
81,0,000.
810,000.
810,000.
8 10, 000 .
810,000.
8_U),000.

$ 21 , 97 4,000 .

NO

$ 240.
PROPOSAL

5r000r000.

684,000 .

7 56,000.
828,000.
900,000.
97 2,000.

L 1044, ooo.

1968
L969
1970
L97 L

L97 2
L97 3
t97 4
L97 5
L97 6
L977
197 8
L97 9
1980
1981
L982
1983
1984
198s
1986
L987
1 988
1989
1990
199 1

L992

2850
3 150
3450
3750
4050
4350
46s0
4950
5250
5550
5850
6150
6450
67 s0
6750
67 50
67 5'0

6750
67 50
67 s0
67 50
67 50
6750
6750
6750

I

Plus Projected Appreciation - 20 Yr.

TOTAL ESTIMATED NET WORTH Lggz

,116r0oo.
, 188 r 000.
,260 r ooo.
,332 r 000.
,404, ooo .

,000.
,000.
,000.
,000.
,000.
,000.
,000,
,000.
,000.
,000,
,000.
,000.
,000.
000.

38 ,9 46, ooo .

(Conservative) 9, 437 ,000.

$48,383,000.

1

1

1

1

I
1

1

1

1

I
I
I
1

1

1

I
1

1

1

76
46
20
20

4
5
6
6
6
6
6
6
6
6
6
6
6
6

20
20
20
20
20
2A
20
20
20
20

EXHIBIT ilDil
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ESTIMATED NO. PENSIONERS - BY YEAR

NO. PENSIONERS
MAXIMUM LIABILITY

18OO PER YEAR

1 968
L969
L97 0
L97 L

L97 2

L97 3
L97 4
L97 5
L97 6

L977
L97 8
L97 9

1980
1981
L982
1983
1984
I_985
1986
L987
1988
1989
1990
199 1
L992

830
835
840
84s
850
850
853
87L
9A7
9L4
944

, 986
1038
1080
1 139
LL7 5
LL76
1 164
1r.69
LL67
1 148
LL27
1115
L 153
1 175

L r 494, oo0.
1, 503 r 000.
1r512r000.
t r521 ,000.
1r530r000,
1,530 r 000.
1 r 535, 4oo.
L,567 i 8Oo.
L 1632 r 600.
L 1645 r 2oo.
L 1699, 2oo.
L r77 4r 800.
1 ,868, 4oo.
L 1944,000.
2 r 050 ,200.
2 ,LLs, 000.
2 1116, 800 .
2 1095 r 200.
2 ,Lo4 r2oo ,
2, 100,600.
2 1056, 400.
2,028, 600.
2 1007, 000 .

21075r400.
2 ,1L5 r 000.

DHIBIT nEil
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INCOME
INVE STMENT S

220 ,000.
2g4,2oo .
322 1000.

,400,
,400.
,000.
,200.
,000.
,400.
,400.
,000.
,200.
,000.
,300.
,300.
,300.
,300.
,930.
,300.
,300.
,300.
,300.

,7 04,3oo.
,785, 3oo.
,966,300.

..J

C1^Arq;Jr.

lNCOME
FIELD

MEET

300,000.
27 5,000.
350,000.
300,000.
300,000,
300,000.
300,000.
300,000.
300,000,
3o0, ooo.
3oo,0oo.
300,000.
300,000.
300,000.
300,000.
300,000.
300,000.

-0-
-0-
-0-
-0-
-0-
-0-
-0-
-0-

INCOME

DUES TOTAL
EST. PENSION

PER MONTH

90.00
93.00

105.00
108.00
1 12 .00
120.00
127.00
135.00
140.00
150.00
150.00
150.00
150.00
150.00
150.00
150.00
150.00
150.00
150.00
150.00
150.00
150.00
150.00
150.00
150.00

YEAR

1 968
t969
1970
L97 I
L97 2
L97 3
t97 4
L97 5
t97 6

L977
1978
L97 9
1980
198 1

1982
1983
1984
1985
1 986
L987
1988
1989
1990
199 1
L992

363
408
457
s09
s65
624
687
754
824
898
975

,056
,L37
,ztg
,299
,380
,46L
,542
,623

342,
378,
4t4,
4s0 ,
486 ,
522,
558,
594,
630,
666 ,
702,
738,
77 4,
810,
810,
810,
810,
8I0,
810,
810,
810,
810,
810 ,
810,
810,

000.
000.
000.
000.
000.
000.
000.
000.
000.
000.
000.
000.
000.
000.
000.
000.
000,
000.
000.
000.
000.
000.
000.
000.
000.

862 ,
937 ,

1 ,086,
1r113,
lrl94,
1r279,
L,367 ,

000.
200.
000.
400.
400.
000.
200.
000.
400.
400.
000.
200.
000.

L r459 ,
1 , 554,
1r653,
Lr756,
L,862,'.
Lr972,
2 ,085,
2 rL66,
2,247 ,
2,328,
2,1o9 ,
2 rL90 ,

1

I
1

1

I
I
1

1

1

1

1

2 r27 L,
2 1352 ,
2 1433 ,
2 ,5L4 ,
2 1595,
21676,

300.
300.
300.
300.
930.
300.
300.
300.
300.
300.
300.
300.

U'b?

l3 .o(

1?, b 3
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