90 PD LAS VEGAS
TABLE 1

Purpose of DROPs — Employee

e Accumulate substantial lump sum

Investment Duration in Years
Return 2 3 4 5

8% $51,725 $80,731 $112,057 $145,889
10% $52,670 $83,018 §$116,401 $153,122
12% $53,621 $85,349 §120,884 $160,683
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TABLE 2

|

-

E ]

E Cost-Neutral DROP Design

E

F

E! Percentages of Lump Sum Payment to be Paid at Actual Retirement

E rationin Y

="_' | Age at Election (2] ® o

E 53 78 76 74

= 54 17 75 74

=
55 76 74 73
56 75 74 12
57 75 73 71
58 74 72 70
59 73 71 69
60 12 70 68
61 71 69 67
62 70 608 66
63 69 67 63
64 68 66 63
65 67 64 62

For example, an employee age 55 who elects DROP for three years would
eceive74% of the accumulated lump sum at his actual retirement (age 58)

plus his monthly pension, based on his pay and service at age 55.
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Innovative Benefit Designs

TABLE 3

E:

E:

|-

E

B

E; _

B .

E Cost-Neutral DROP Design

_ At End of DROP Period - $2,000 Monthly Pension
Duration in Years
Age at Entry (2] (3] (4)

53 40,605 61,750 83,456
55 39.564 60.125 82.328
57 39,043 59,313 80,072
60 37.482 56.875 76,689
63 35,920 54,438 73,305
65 34.879 52.000 69.922
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Innovative Benefit Designs

Cd

No-DROP

DROP

CHART 1

Eligible X years

ymmon Plan Designs

to retire

Benefits start
X years
when employee

retires

Pension based on

all service, pay

N Employee leaves

enters DROP

A

Pension paid into

active service

v

Pension based on pre-

DROP service, pay only

Lump-sum DROP

DROP account payment
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Population Age 65 and Over in 1990
and Projected to 2050, by Region (millions)

500-
4501
400
350+
3004
250+
2004
15041
10011
5041

0

Africa Latin America & Northern East & South Asia Central & Europe
Caribbean America Southeast Asia, Western Asia
Oceania
Source: World Bank (1994b) 01990 w2050
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Innovative Benefit Designs

CHART 3

Active Employment Between 55-65

Japan USA

Spain UK ltaly Germany France

35

CHART 4

Belgium
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$10,000
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Pension
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Innovative Benefit Designs

CHART 5

$12,000
$10,000 1
18% x 50,000 o — — — — — — —_— — o — — — — — — —
=$9,000 58,000 1
$6,000 1
$4,000 A
@amra
$2,000 T for DC plan =
Inyear contributions
$_ TTTTTrrIrrrTTrrrTrrrrTrrr  IrTrT T T rr Irr T I T I T T T T
20 25 30 35 40 45 50 55 60 65
Age
55 Seston o0
CHART 6

$12,000 " M Increased
’ Pension
Value
$10,000
$8,000 EPA
$6,000
$4,000 -
$2,000 1
$- I e e
20 25 30 35 40 45 50 55 60 65
Age
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Innovative Benefit Designs

CHART 7

Value of pension depends on the accrual

rate and the ancillary benefits ...

< >

Benefit Accrual:
2% x $50,000 = $1,000

A

Factor depends on
ancillary benefits:

eg, normal form
G5, no indexing,
Age 65 Factor=10

v
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CHART 8

Flex contributions can be £
used to fill-up the R
w H = = ” A 8
ancillary benefit silos” ... 5 g8
Z >80 & Z
. 555 E 3
Basic Benefits N WM S

-
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Innovative Benefit Designs

CHART 9

250,000
E \NDEXING
I J&S 67% / G5 FORM
Accumulated
200,000 + E= BRIDGE account balance at
Hl SUBSIDISED EARLY RETIREMENT age 45: $112,000
3 YEAR FINAL AVERAGE EARNINGS
== FLEX ACCOUNT
150,000 T
Contributions: 9% p.a.
100,000 T
Rate of return 7% p.a.
50,000 T

31 32 33 34 35 36 37 38 39 40 41 42 43 44 45
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CHART 10

1,000,000
EN INDEXING
900000 T I J&S 67% / G5 FORM
E= BRIDGE Accumulated
800,000 T — account balance at
SUBSIDISED EARLY RETIREMENT age 55: $380,000
700000 T EE3 YEAR FINAL AVERAGE EARNINGS
== FLEX ACCOUNT
600,000 T
500,000 T
400,000 T
300,000 4 Contributions: 9% p.a.
Rate of return 7% p.a.
200,000
100,000
0

31 32 33 34 35 36 37 38 39 40 41 42 43 44 45 46 47 48 49 50 51 52 53 54 55
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