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LEGISLATIVE RESEARCH COMMISSION 

Trmnomitted h~re~ith is the P~pozt on ~olic~ ~ud ~i~smen~a 
Retir~ut prepared by the Legislative Research C~io6ion9ID 
Committee On Public School Employees Q Sslarie8 and O~her Matters. 
The atudy ~aG eond~etQd pursuant to Chapter 972 of the 1917 
Session La~~ (FirQt Se0sion p 1977). 

. 
The Legia1ntivG ~8earch Commisoion tranamits this ~port to 

the m~ber8 of the 1978 General Assembly ~th the reco~endation 
that no legislative action be taken during the 1918 SesQion on 
Legislative Proposal II in Appendix T Bnd related recommendations 
which concern the funding of the Lm1 Enforcement Officers Q Bene­
fit and Retir~t ~uud and the incrGaDc in benefits to membets 
tmder that ll'tmd. 
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INTRODUCTION 

Chapter 120 of the North Carolina General Stotute9 (G.S.)~ 18 ~ ~a~eral-

such studies of and investigations into govexnmeutal agencies 
and institutioTw and matterL"l of public x>©licy as 'tdll Bid the 
General Assembly ilL perfol.ming its duties in the BOIat effi­
cient and effective manner [G.S. 120-30017(1)]. 

A list of the merub<arship of the Legislative Reseazoch COfiLmiss:ton \?Jill be 

found in Appendix A. 

During the 1977 Session of the Generc.l Assembly the"! egislo.til':;e 

Resea.rch Commission w'as directed to cond.uct a vGri~ty ~.; qtudieo. 

Chapter 972 of the 1977 Session Latf$ (FiZ'Dt Seoeion, 1971), see Appendix 

B, mandated a stuay of public school employeeD~ salaries uMd the 

financing, benefits and operations of the Law Enforcement Officero v 

Benefit and R~tirement F~nd and the Firpm~nl8 Pension Fund (hereafter 

referred to as LEOBRF and FPF, respectively)~ To aid in these studies" 

the Co-Chairmen of the Legisla.tive Research Commission, under the author-

:tty of G.S. l20-30.10(b)>> appointed a Committee an Public Schocl Employeea V 

Salar:a.es and Other Matters (hereafter zeierred to a.s the IfComrn:ttteeH)~ 

conaimting af additional members of the General Assembly. 

Representative Lura S. Tally 'l:1a8 appointed to be the LegislB.ti·.,~ 

Research Commission member in charge cf this study, "lyhile Representative 

Ja Graham Foster and Sena.tor Harold W. Hardieon were appointed Uo-Chairmen 

of the Committee. The other members of the Committee were Representatives 

Howard B. Chapin, James H. Edwards g W. Casper Holroyd, Jr.,* and Hector E. 



Ray; and Senators T. Case Bal1engex, 1. ,r;::. CrClMford 9 Kenneth C. Royall ~ 

Jr., and D. Livingstone Stallings. 

Because the topics directed to be 8tllldi~~d by Chup'i:Gi!? 912 82'(;: dl,o-· 

and the other for pol ice and firemen v s :tet:b:ement 0 '<:ho Cuo,;ol.:Lui t teG C"':: 

sentatives Holroyd* and Ray~ The r~[,t of this Z'G:po)f'i; Hill ar.:;vote ltselr 

Retirement. 

* Representativ~ Holroyd replaced the original appointee~ former Represen­
tative Richard C. En-1in, who resigned on January :3, 1978. 
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CQ1·iHITTEE PROCEEDINGS 

meet:Lngs to investigate the financing? benefits jI Dnd operations of the 

Pens:Lon Fund as "('78013 directed by Section l~ of Chapt.ar 972 of th~ 1977 

Sees:lotl. L8~~13 (First SesBion, 1977). 

Am::lIl.g the '!ntnesses appearing Dt the Subcommittee v 6 meetings 

,..-ere the State Auditor, the Honorable Henry L. Bridges; the E.tecutive 

Secrlai:S;::,y of the Lat'7 Enforcement Office .... s v B~neEit. and R~tirement Fund, 

Mr. Henry G. M~Fayden; the State Treaaurer p the Honorable Harlon E. 

Boyles; the Director of the Retirement and Healtb Benefits Division af 

the Department of State Treasurer, Mr. Wil11am H. Hambleton; a repre-

policemen' 9 and firemen I s associations; and individual policemen and 

fire~en. A complete list !of the witntl!l3sEls appearing before the Subcom-

mittee on Police and Fi:I::ellllan t s Retirement "\'7i11 be found in Append:bt C. 

The members of the BClard of Trustees of the 1!PE and of the Board 

of Commisaioners of the LEOBRF, as well as representatives of various 

policemen's and firemen's organizations were invited to att~nd anJ 

T:7ere notified of the meetings of this SubcolliJllittee. 

Staff for the Subcommittee was supplied by the Fiscal Research and 

General Research Divisions of the Legislative Services Office. 

The Subcommittee also employed an independent actuary, Charles R. 

Dilts Associates of Durham, to evaluate both of the systems to be 

studied and to propose modifications to each consistent with sound 

pension and retirement policy. His reports are attached as Appendices 

D and E. 

-3-
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Firemen's Peusion Fund (FPf) 

ditiirmlln of the Board of Trustee-a of the fit'e::n~ilt8 Pension Fund, upon 

the invita.tion of the SubcommitteeD appeared at the !mtUal meGti,lg of 

the Subcommittee. Be had been Belted to appear and give a g(mm:al l.n-;:"\J~ 

ductioll to the history, f:l.nancing, benGfits, and opexat:1.tm of the 

Firemen's Peneion Fund. His presGutation appeara at Ap:;:ien(H:~ X? 

.. 
information on the structure and financial situation of the FPll' on fonus 

at Appendb: G. 

FPF p giving nUmb~t.' of members - not recE:iving benefits, receiving 

benefits) and the total memberehip; contributions -~ by employees in 

dollars, by rate, by State appropriatioui3, a!ld total contr:LbutioDS; 

investments total investments, earnings on invsetmeuts D ana caznings 

on investmentD as a percentage of total investments; total esseta; and 

disbursements -- pension ~ayments9 refunds» inteYeet cyedited to Eembers q 

accounts, cost of administration, and total payments. TIle figures are 

given for the 1964-1965 through 1975-1976 fiscal years. and esti~teB 

are provided for the 1976-1977 through 1979-1980 fiscal years. 

From the data given by the Department of the State Auditor p and 

by other l'1itnesaes, and discussion by the Subcommit:tee~ the follm'ling 

information about the Firemen's Pension Fund emerged. 

Operat::!.ons 

The Firemen's Penaion Fund is authorized by Article 3 of Chapter 

118 of the General Statutes, General Statutes (G.S.) 118-18 through 
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118-32 (see Appendix I). The General ASisembly' s purpose in creating 

the FPF ~faa to provide pensions and other benefits to tle;ligible" 

firemen and thus to achieve c:e~tain ends D s!.m)ng 'l;'1hich tAre to protect 

life and ell property ngai~8t 1098 and damage by fire, to improvG fire 

fighting techniques, to foster training of fire~ig:Lting personnel p to 

establish ne~ firefighting unitG and to recogpize the p~blic Ber~ice 

rendoa'tcd to the State and its citizens by "eligible firemen" (G.S. 

118-18). 

The FPF is governed by a board of trustees uhich consists of five 

members, the State Auditor p the State Insurance Commissioner, and three 

gubernatorial appointees -- a paid fireman, a volunteer fireman, and 

an individlW1 representing the public at large (G.S. 118-19), The 

State Auditor is the e:it-off:icio chairman of the bO:'irc of trustee8. 

A ~ecretery is appointed by the Board to serve as the adm1niotra­

tor of the Firemen's Pension Fur1d (G.S. 118-20). The FPF is administered 

under the direction and supervision ~f the D~partment of State Auditor 

(G.S. 143A·a27). 

Trattefar of Management Functions 

Dvring its deliberations, the Subcommittee addressed itself to the 

question of the '(,1isdom of transferring by a "type nil transfer the 

management of the PTF from the Department of the State Auditor to that 

of the State Treasurer. Type II transfers are defined in G.S. 143A-6(b) 

found in Appendix J. This inquiry had been directed by Section 4(2) 

of the act authorizing this study. Mr. Bridges) the State Auditor p told 

the Subcommittee that he opposed the transfer. He presented a statement 

to the Subcommittee at its November 2, 1977, meeting of Mr. Horace Moore, 

Chairman of the Legislative Committee of the North Carolina State 
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Firemen's Association that that Association opposed the transfer. 

Mr. Harlan E. Boyles, the State Treasurer~ by letter informed 

the Subcomm:lttee that his department 

would accept; the responsibility and cllalleng(~ of the trariSZCl!.' 
should the Subcommittee in :Lee wisdom elect to 'l':'OeOmm~i1d 
the transfer by legislative enactment [Append:1.~~ K] • 

Upon the direction of the Subconmd.tteo ~ the SUPcolilii1itteG I G ,:'!ctt:.D1";7 p 

111". Charles R. Dilts:> reviewed the question of transfer in his iCGpm:L 

N1". Dilts recommended that the transfer be lllllde. The ri!ueOl:LS he gave? 

for his recommendation are found at page D-18 of Appendiz D. 

ranees in benefits bett-7een the LEOBRF and the T!PT! and stated that he 

approved the transfelC of both systems ao a means of elimiul:1i:ing t11;') 

inequality of benefits. 

Financing 

As first estabUshed in 1957 9 th8 pensions granted 'lUdor tr." 

Firemen ~ s Pension Fund Here to 'be funded by monthly contl'ibutions from 

;;nembera and by a 1% tax on fire and lightning ililsurance contract 

premiums) e~tcept on those c()ntracts issued by faMllerf!. mutual H.re 

insurance associations (Chapter 1420 of the 19S:7 Session L8.'(:79). The 

North Carolina Supreme Court in Assur~~ Co~y Gold, 249 N.C. 461 

(1959) t declared that the act l'1aS unconstitutional in that the e:1;cep-

tion for farmers mutual fire :tnsurance associations violated elle requiz-e-

ment in th\~ then State v s Constitution that "taJl:es on p,roperty • • • be 

uniform as to each class of property taxed" (similar language is con-

tained in Article V, Section 2(2) of the present Constitution). See 

als~ 38 N.C. L. Rev. 192 (1960). 

The General Assembly by Chapter 1212 of the 1959 Session Laws 
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reenacted the Firemen I s Pension Fund without the p:temium t~t:!' provisions. 

The premium provisions of the 1957 act, t'lithout thlt: exclusion found 

constitutionally objectionable ih ~~~~ and ~ Stat~ appropriation from 

the ~neral Fund were passed in separate actm in 1959 (Chaptere 1211 

and 1273 J rGepectively). The prGlllium true provision is codified in 

G.S. 105-228.5. 

siona tying the State appropriations to the FPF to the premium. tmc to 

be collected (Section 1 (@ 118-22) snd Section 2 of Chapter 1212). 

This tie-in language t1as deleted by Chapter 980 of the 1961 Session La't-]s • 

The tie-in 't'78S later found unconstitutional in Insuran£§..££. :y }ohnson, 

257 N.C. 367 (1962). 

The State Auditor inf.ormed the Committee that: 

The concept was firmly !;l3tab1:f.shed by the Legislature that 
the revenue produced by the tax was to be put in the general 
fund, but that an appropriation in the amount closely equal 
to the amount of revenue produced by the tax would be 
appropriated for the Dupport of the Firemen's Pension Fund. 
[See Appendix F] 

Appendilr L compares the col1'il~cUon,s from the one percent tax on 

fire insurance premiums to the State appropriations for the fiscal 

years 1961-1967 through 1976-1977. 

Presently, the costa of administering the Fund and in providing 

pensions to members are borne by appropriations from the General Fund 

of the State and by monthly contributions by members (see pages H-4 and 

H-5 of Appendix H). However, the State Treasurer is the custodian of 

the FPF and invests the Fund's moneys under tha authority of G.S. 118-22. 

Eligible firemen who are members are required to ~ontribute five 

dollars each month to the fund until retirement or for 20 years, which-

ever bccura earlier, in order to participate in the benefits of the FPF 

(G.S. 118-25). Those eligible to participate in the FPF are firemen 

-7-
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belonging to a State or locnl govcrmncmtal unit 0 0 HLe>. UGpr.l.l'tmont tihich 

I-
I 

holds n minimum number of houro of il:d.llo anil meetirags ~Ol' :'!. to l!.cmber:c.. 

to participate :in t.he l'PF (G. s. IHj~23). 

to the present 1,030. He opined that the cotabl101mcm.t oi f;he iTEJ/ has 

benefited all the citizens of thR State. 

an actuarially Gaund bORis. 

The report of the act12ury GlLployco by the SUt»ClJo7-:-1'lttGG b:Q 

evaluate the FPF io found at Appendi:r D. 

Benefits 

--normal pension 

G.S. 118-25 sets forth the 'benefits for Eembe:m of the syste:m. 

The normal pension of $50 per month :hI payable to any member of the FIJI" 

,·,ho has served as a fireman in the State for 20 years 9 haD bGen an 

"eligible fireman" for 2 years preceding his application for a pel1c:ion~ 

and who has attained 55 years of age. Until action by the 1977 General 

Assembly, the full $50 monthly pension was not payable unless the 

-8-
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member retired at age 60. Those retiring at a pension of less than $50 

a month had the pension increased to t:hat runocnt (1977 S.L. ~ c. 926). 

--dionbility penoion 

Tho OamG 1977 law providod for 0 dioobility penaion for iilembero. 

The a Qability pension of $50 a ~nth i8 payable to s ~berp begin­

utng at aga 55, who iototal1y and permanently diaab18d in the couroe 

of his official duties and 't'lho leaves fire sm:vice because of the 

diDab:i.1ity. 'rhe requirement ot cont:i:lfming the member 9 E.l $5-n-month 

contribution until age 55 is '('Iaived for these disabled members • 

--penoions additional to other benefits 

G. S. 118-25 specifically otatea that the pena:i.ons provided under 

the FPF shall be in addition to any other pensions provided under 

State or Federal 18:&7. 

--refunds 

Tha board of trustees io directed to refu~d nIl or pert of the 

employee' El contributions in the follo~..ring instances: 

l~ero the member haa attained 55 years of age and is ineligible 

to receive a pension; 

i'Jhere a memb~r dies befOt'C2 attaining 55 yeurs of age a.nd beforo 

receiving a pension; 

i'Jhere a member dies after receiving one or more pension payments, 

but before receiving the amount of bis accumulated cont'8:ibutionG 

to the FPF; and 

Where a member withdraws from the fund and applies for a refund 

of contributions. (G.S. 118-26) 

-9-



La~l Enforcement Officers v Benefit and 
Retirement Fund (LEOBRF) 

The Honorable Henry L. Bridges, State Auditor and alt-officio 

Chairman of the Board of Commissioners of the Law E~forccmeut Oiriesrs' 

Benefit and Retirement Fund, upon the invitation of the Subcorumittee~ 

appeared at the initial meeting of the. Subcoi'Ilmittee. He had bG0Ell IlsImd 

to appear and give a general introduction to the hi8tory~ finnEllcQng~ 

benefits and operation of the LEOBRF. His presentation appears nt 

Appendi1t M. 

The State Auditor .. taa also asked to give the SUDco1lEi1ittel3 si,lecific 

information on the structure and financial situation 0;;: the LEOil.!J:J? on 

forms supplied by the Subcommittee. The form on the Fund '8 Gtructiizre 

is found at AppendiJt N. 

Appendix 0 contains the form on the financial condition or the 

LEOBRF, giving members -- not recei"dng benefits ~ receiving benef:1..ts, 

and the total membership; contributions -- by employees in dollars» by 

rate, by State agencies, by local governmental unit8~ bygener&lp high-

way and wildlife fund appropriations, by court costs and the total 

contributions; investments -- total investments, earuingG on investments, 

and earnings on investments as a percentage of total iuvestments; total 

assets; and disbursements -- retirc:<ment bexiefits, refunds, interest 

credited to members v accounts, cost of administration and total payments. 

The figures are given for the 1964-1965 through 1975-1916 fiscal years, 

and estimates are provided for the 1976-1977 through 1979-1980 fiscal 

years. 

From the data given by the Department of State Auditor, and by 

other witnesses, and discussions by the Subcommittee, the following 

information about the LEOBRF emerged. 

-10-
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Operations 

The Law Enforcement Officers' Benefit and Retirement Fund, created 

in 1937, is authorized by G.S. 143-166 (Append1x P). 

Th~ LEOBRF and the Separate Benefit Fund p discussed below, are 

gov9rfied by a Board of CommioBioners. The Board of Commissioners 

consiste of seven individuals: Three ex-officio members -- the State 

Auditor t the State Treasurer p and the State Insurance Commissioner; 

and four gubernatorial opPf"intees -- a sheriff p 010 1.s~1 enforcGment 

officers, and an individual representing the public's interest. Tne 

State Auditor is the ex-officio Chairman of the Board (G.S. l43-166(b»). 

The LEOBRF is administered under the direction and supervision 

of the Department of Stat~ Auditor (G.S. 143A~28). 

Unlike many of the other State-administered retirement systems p 

for the most part the benefit structure of LEOBRF is not set out in 

the statutes. G.S. 143-166 gives the Board of Commissioners great 

discretion in the formulation o~ the benefits and in the o,eration of 

LEOBRF. Citations below to the NCAC refer to the provisiona of the 

North Carolina Administrative Code adopted pursuant to the authority 

contained in G.S. 143-166. 

Transfer of Management Functions 

During its deliberations, the Subcommittee addressed itself to 

the question of the wisdom of transferring by a "type II" transfer 

the management of the LEOBRF from the Department of State Auditor to 

that of the State Treasurer. Type II transfers are defined in G.S. 

l43A-6(b) found in Appendix J. This inquiry had been directed by 

Section 4(2) of the act authorizing this study. 

Mr. Henry L. Bridges, the State Aud:ttor, told the Subcommittee 

-11-



that he would have no objection to transferring the management functions 

of LEOBRF from his Department to that of the State Treasurer (Appendix 

M) • 

Mr. Harlan E. Boyles, the State Treasurer, by letter informed the 

Subcommittee that his Department 

• • • would accept the responsibility and challenge of the 
transfer should the Subcommittee in its wisdom elect to 
recommend the transfer by legislative enactment fAppendh K}. 

Upon the direction of the Subcommittee, the Subcammittee 1 s ~et~8ry, 

Mr. Charles R. Dilts. reviewed the question of the transfer in hiB 

report. Mr. Dilts recommended that the transfer be made 

• • • in order to offer opportunities for better service 
to the participants J for centralized record-keeping and 
the elimination of duplication p and for coordination 1[r.i.th 
other benefit plans [AppendiA D, page D-ll]. 

The systems of benefits and financing of LEOBRF have been augmented 

in a aeries of amendments since the LEOBRFvs creation iil 1937. There 

are three major f1nancing components of the retirement system administered 

by the Board of Commissioners of the Law Enforcem~nt Officers r Benefit 

and Retirement Fund. These relate to the financing of basic benefits, 

special annuities, and benefits under the Separate Benefit Fund. 

The report of the actuary employed by the Subcommittee to evaluate 

the LEOBRF is found at Appendix D. 

--basic benefits 

The basic benefits of the LEOBRF -- the basic service and disability 

retirement allowances, the separation allowances. and the accidental 

death benefit -- are funded from three sources. The employee-member 

must contribute 6% of his compensation to the Fund (G.S. 143-166(1». 
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The members' contributions in dollars are found on page 0-3 of Appendi,c 

O. The Beeond source of funding of the ''badc benefits" :1.a from the 

impooition of $3 in coutt coats in each criminal trial in which a defen­

dant is adjudged guilty. Two dollars ($2) from each of these cases are 

transmitted to the State Treasurer to fund the "basic benefits" ava:l..lable 

to members of LEOBRF (G.S. 143-166(a». The remaining $1 of the court 

costs in these cases goes to fund the benefits in the Separate Benefit 

Fund discussed below. The contributions to the LEOBRF from court coats 

are found on page 0-4 of AppendiJc O. 

The third B~JUrCe of funding -- appropriations by the Jtate Leg:tsla­

ture from the genera1~ highway and '(V'ild1ife funds -- has been a compara­

tively recent development. Appen.dix Ot page 0-4D illustrates that these 

appropriations began on a regular basis only in the 1973-1974 fiscal 

year. These appropriations were made necessary by the significantly 

higher level of benefits implemented on July l~ 1973, by the General 

Assembly. Mr. Charles R. Dilts, the Subcommittee's actuary, confirmed 

the estimates of the LEOBRF's actuary that the "e.mploye.r cost", that is? 

the cost which is financed by highway, wildlife, and general fund appro­

priations will continue to grow for the foreseeable future. The 

actuaries estimate that the employer's cost for the present benefits 

for the 1977-1978 fiecal year -- $4,696,600 -- will grow to $5,697,518 

for the 1919-1980 fiscal year (AppendiX Q). 

Local governmental units which employ members of the LEOBRF make 

no contributions toward the financing of the LEOBRF "basic benefits" 

of their member employees. 

Mr. Bridges, ex-officio chairman of LEOBRF, warned the Subcommittee 

that: 

If some permanent type of financing is not immediately provided, 
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I strongly feel that the legislature should resume its funding 
of our present requirements that are not covered by members' 
contributions, earnings on investments p and court costs. This 
feeling is based on my belief that North Carolina cannot afford 
to allow the retirement benefits that it provided for law enforce­
ment officers in 1973 to become jeopardized [Appendix MJ. 

Section 4 (1), Chapter 972 of the 1977 Session l.a't-7s. 't-Jhich authori?eC: 

the SubcoIl!"1Ilittee' S c3tudy, directed that: the adequacy of contribution be 

investigated and that "n permanent plan" to require employers to contrib-

ute to the financing of the basic benefits under the LEOBRF be fOl.TIulateciL 

In response to that mandate, the COYffiJl.i ttee employed its a(~t1Jt.i1:y ~ r1r. D:tlto ~ 

to investigate the savings to the State and the costa to local governmental 

uni.ts of requiring all employers, both State and local govet'tUlJ.entlll un:U::s, 

to contribute to the fundi.ng of the basic benefits of its employee-members 

of LEOBRF. Mr. Dilts proposed tl~ methods of accomplishing the end 8Ug-

geated by the Subcommittee. Hr. Dilts V responses to the Subcommittee are 

contained in Appendices D and E. 

Mr. Dilts' first suggestion waB that both the State and the local 

governmental units be required to contribute a fiJ~ed percentage of the 

payroll of each's member-employee to fund the employerVs cost of the 

basic benefits. The percentage of payroll factor would be the same for 

each employer. The employers' cost was determined using the present 

benefit strJcture and assuming that the present court cost c.ontribution 

plan and employees' contribution rate continues, 

Mr. Dilts' second suggestion was like the first in requiring a 

fixed rate of contribution by each employer based upon a percent of pay-

roll of employee-members. Mr. Dilts suggested that instead of basing 

the employer's contribution rate on the present level of benefits under 

LEOBRF that the benefits be increased to more nearly parallel those 

available under the big local government system -- Local Governmental 

Employees' Retirement System -- and that the employer's contribution 
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rate be figured on the increased level of benefits (eee in particular 

Appendix E). 

Mr. R. A. Pruett, representing the Council of Law Enforcement 

Officers' Association, appeared before the Subcommittee and stressed the 

concern of hie associatiOn that the retirement benefits of those pre-

sently in the system be protected. He suggested that the Subcommittee 

consider recommending that the General A3sembly impose an additional $2 

charge on each motor vehicle license plate issued. TIle revenue derived 

from this charge would be transferred to LEOBRF to fund the basic bene-

fits (Appendix R). 

Another issue the Subcommittee investigated ~as on the question of 

applying the "excess" interest earned on the LEOBRF's investments to 

meet part of the contributions required to keep the fund on an ~ctuarially 

sound basia. The 33rd Annual Valuation Report of" the LEOBRF, prepared 

by George B. Buck, indicated that 

It is our understanding that the net State contribution which 
has been included in the 1977-78 budget is aignificantly less 
than the ne~ amount • • • [requixed] because of the application 
of "excess interest" as an offset to th-a required contribution. 
The use of "excess interest" to meet part of the required con­
tribution is not in accordance with current generally accepted 
actuarial practice. The procedure would not meet the require­
ments of the Federal Pension Reform Act (ERISA) and, if 
continued, will lead to the (I,eterioration of the soundness of 
the Fund and grossly understate tne long term cost of the 
benefits [po 16]. 

Mr. Dilts, in responding to an inquiry of the Subcommittee on this 

matter, stated: 

It is significant to note that • • • [ER.ISA] requires the 
utilization of reasonable and realistic vaJ.uation assumptions. 
The actuarial gain in the LEOBRF Fund clearly indicated that a 
57. valuation interest rate was low and that in combination the 
valuation assumptions would produce a substantial actuarial gain 
[Appendix S]. 
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--special annuities 

Both the employee-member and his employer ~ pay into a special 

llC!c()Unt each year an amount not to Cil~ceed for the employee 15% of his 

compensation. The State has a duty to contribute 5% of the compensation 

of each 1a't-1 enforceJlent officer it employs (G. S. 143-166 (;j.» • Until 

1977 t the State only had to match its employee?s contribution into the 

special aCC01m.t (Section 1 of Chapter 1090 of the 1977 Sc:ssion Laws). 

At retirement the monies in the employeegs special account a~e 

used to provide him with a special annuity which is additional to the 

basic benefits to which he is entitled under LEOBP~~. 

The voluntary contribution by a local government unit for 8pecial 

annuities for its law enforcement officer members is the only contribu~ 

don to the LEOBRF which that unit iMlkea. 

--separate benefit fund 

The Separate Benefit Fund (SHY) is a fund providing death benefits 

and group accident and hospital insurance to law enforcement officer-

participants. The benefits of the SBF are discussed more fully unde~ 

the Benefits section of this report. 

The SBP is not a part of the Lal'7 Enforcement Officer8 ~ Benefit and 

Retirement Fund~ although the snp is administered under the direction 

and ~u1es of LEOBRF. 

One dollar of the $3 court costs imposed on criminal trials under 

G.S. 143-166(a) is paid to the State Treasurer to fund the benefits 

available under the SBP (G.S. 143-l66(r». 

Benefits 

--normal retirement 
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Members of the La~'1 Enforcement Officers v B,enefit and Retirement 

Fund are eligible for a basic service retirement allowance upon obtain-

ing 10 years of membership Gervice and attaining 55 years of age, or 

obtaining 30 years of creditable service regardless of age (3 NCAC 

2.0508(e) and (£». A member eligible for normal retirem2nt receives 

as a basic service retirement allowance an annual amount equal to 1.55% 

of his average final compensation multiplied by his number of years of 

creditable service • 

Average final compensation is defined by G.S. 143-166(y) to be 

the average annual compensation of a member during the 
four consecutive years of membership service (48 consecu­
tive employment months) that produce the highest annual 
compensation. 

Membership service includes not only service in the LEOBRF but 

also service as a member of the Teacher8~ and State Employees' RetirG-

ment System or the Local Governmental Employees' Retirement System if 

this service 1s transferred to the LEOBRF (3 NCAC 2.0201(11». 

Creditable service includes membership service and prior military 

service (3 NCAC 2.0201(13) and 2.0507). 

--early retirement 

A member of the LEOBRF still in service may retire at age 50 if 

he has 15 or more y<aars of creditable service. That retiree will 

receive a retirement allowance figured on the basic service retirement 

allowance formula above reduced by one-third of one percent for each 

month which his retirement precedes his 55th birthday (G.S. 143-156(y»). 

There is, of course, no reduction for those members retiring with 30 or 

more years of creditable service as they are eligible for normal 

retirement. 
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--disability retirement 

which a.re membership service, and 't:J1iw is totall:;r nnd peYll.tsnently iuclJpac~· 

ita ted for duty; ~r to any msmber in service Bh~t~_~8 completed 1 y~ax of 

duty in the performance of his duties (3 NCAC 2.0509). 

The basic disability allowance is set at 1.552 of average final 

compensation multiplied by the number or years of creditabl~ service 

the member -would have nad if he had remained in 8emicG untU ngm 55 

(G.s. l43-166(y». 

--deferred retirement alloBance and vesting of the right to retire 

Any individual who is no longer a l'Xi:1 c:!D.forcement officer 'Hho 

has 10 or more years of membership service and uho leaves his accumulated 

contributions in the Fund may retire at age 55. My individual \"1no is 

no longer S ISH enforcement officerp ';-Tho has 15 or more yearn of crecilt-

able service, may retire at age 50 (G.S. l43-166(j». 

The deferred retirement a,llot-1snce granted to one of these '1uali-

fied individuals equals 1.55% of the annual final compensation multiplied 

by the years of creditable service reduced by one~third of one percent 

for each month the individual's retirement precedes hie 55th birthday 

(3 NCAC 2.0508(c». 

--maximum retirement allo-wance 

3 NCAC 2.0512(b) providea that: 

[T1he total annual retirement allowance payable to any member 
shall not exceed 75 percent of his average final compensation. 

-18-
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--optious in lieu of meximum allowance 

Upon normal service, disability, or early retirement, the xetiree 

may select either the maximum allowance outlined above which ceases at 

his death or one of ~ optional plans (3 NCAC 2.0513(a». 

--survivor's alternate benefit 

Normally upon the death in serv:lce of a member of either sygtEiil 

a return of that member's contributions, plua accrued interest» is made 

to a person designated beforehand by the deceased member (3 NCAC 2.0505 

and 2.0506). However, if, when he died in ser.vice, the member t13S 50 

years old or older and had 15 or more years of service, or '(~as 55 yeara 

old or older and had 10 or more years of service, the designated bene­

ficiary may elect to receive a monthly benefit for life instead of the 

return of the member's accumulated contributions (3 NCAC 2.0513(b». 

--death benefits 

There are twc death benefits administered by the Board of Commis­

sioners of the Law Enforcement Officers' Benefit and Retirement Fund. 

An accidental death benefit is payable to the survivors of any 

law enforcement officer, whether or not a member of LEOBRF, whose death 

resulted from and within one year of an accident occurring in the 

performance of the officer's duty. The accidental death benefit is 

J;ubject to a maximum of $2,100, $1,000 of which is designated "a 

partial reimbursement of burial expense" (3 NCAC 2.0516). 

A separate death benefit of either $5,000 or $3,000 is payable to 

the designated beneficiary of a law enforcement officer who participates 

in the Separate Benefit Fund (SBF). This death benefit is discussed 

more fully below in the part of this report entitled "--separate benefit 

fund". 
-19-
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--cost-oi-living adj uE.'tme~ts 

~ 
no continuing mechanism for m(l!dng adjustments to to7hile there is 

the benefits received under 1~EOBRF, tl one-time; increase of 57. waB 

granted to those receiving berlefita from theli'und as of June 30 ~ 1917 

(G.S. l43-l66(J~». 

--action by the 1977 General Assembly 

Chapter 1090 of the 1977 Session Lel-78 (First Seseiun, 1977) macie 

major changes in the benefits contained in LEOBRF. ~ong the chnngec 

made were the following: 

(1) The percentage factor for determining the nllm'loncc.m und<=:'ll." 

LEOBRF '\17as raised from L5% to 1.55%; 

(2) The factor concerning years to dete,~ine average compensation 

in the formulas t17aS lO'Vlered from five to foar yeallro; 

(3) Retirement was permitted after thirty (30) years of creditable 

service regardless of age; 

(4) Ye.ar!3 of service requirc:ments to qualify for allo':'Jl:lll.ce "7elCe 

10l17ered; and 

(5) A cost-of-living increase of 5% 'tias a\aarded to 1.111 p8lCSOnfEl 

receiving benefits as of June 30, 1977. 

--special retirement allowance 

As haa been noted before under the part of this report dealing 

with financing of LEOBRF, both employers of members and the members 

themselves may contribute each year to a separate account for the 

members a sum not to exceed 15% of the member's annual compensation 

(G.S. 143-166(i». Upon retirement the member receives, in addition 

to his basic service or disability allowance, a spacial retirement 
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a11o'Vlance which is the actuarial equivalent of his special cPJ).tributions, 
, ..... ,1, ',~ ~ : .. :, ~ " .:'., :., ,. ~. ~ ... ~I~~·~:. ;,.:", 

his employer's special contributions, and the accumulat~4 i1tt~e?t.on 
" '. " ' , 

these contributions. 
- ~ 1 , . 

--separate benefit fund 

"j 

...' 

Th~ Separate Benefit Fund (SBF) provides to law enforcement officer-

participants a death benefit and accident and hospital insurance (G.S. 

143-l66(r) through (v». The benefits are funded by the imposition of 

$1 court coats (G.S. 143-l66(r». 

Any lal!T enforcement officer ~V'ho haa not yet attained S5 years of age 

may participate ~ .. n the benefit!? of the Separat1e Benefit Fund (3 NCAC 

2.0601). A la~., enforcement officer may continue to part:lcipate in the 

benefits of the SBF after retirement from service in the following 

instances: 

1. The retired officer has 20 or more years of creditable service 

(3 NCAC 2.0601(d»; 

2. As long as the incapacity continues in the instance of ~n offi-

cer retired on account of: 

(a) a disability occuring during the course of his duties 

(3 NCAC 2.0601(e»; and 

(b) an ordinary disability with 10 or more years of creditable 

service (3 NCAC 2.0601(f»; or 

3. A participa'i1t who has from 1 to 10 years of creditable service 

whose employment is ended because of an ordinary disability and who dies 

~dthin one year of the date of his retirement (3 NCAC 2.0601(8». 

The Separate Benefit Fund pays a death benefit of $5,000 to the 

designated beneficiary of an active p~rticipant and $3,000 to the desig-

nated beneficiary of a retired participant if the deceased officer died 
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FINDINGS AND RECOMMENDATIONS 

Pursuant to Section 4 of Chapter 972 of the 1977 Session La~.,s 

(First Session, 1977), the Subcommittee on Police Bnd Firemenvs Retire-
, " 

ment of the Legislative Research Commissionta Committoe on Public School 

Employees' Salaries and Other Matters. after having carefully revieued 

the information brought before it, mal~es the follm-ling findings ~nd 

recommends the following courses of action: 

Fin4ing 1. The Firemenvs Pension Fund is an actuarially Bound p 

well-administered retirement system which has benefite~ 'both its members 

and the citizens of the State as a whole. The State Auditor has informed 

the Subcommittee of the FPF 9s financial stability. Both the actuary of 

the FPF and the one employed by the Subcommittee itself confirmed the 

State Auditor's statement. Both actuaries recommended no changes in 

the financing of the system. 

The FPF has benefited ita members by providing eligible members 

with a pension for the faithful service they have rendered to their fellow 

citizens. The FPF has benefi.ted the citizens of the State by provid:f.ng 

a major push to the establishment of "rated" fire departments throughout 

the State. 

Recommendation 1. The funding and benefits of the Firemen's Pension 

Fund should not now be altered. 

Recommendation 2. The management functions of the Firemen's Pension 

Fund should not now be transferred from the Department of State Auditor. 

The State Auditor and a mf\jor firemen I s association expressed opposi-

tion to such a move. 
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While the Subcollllllittee believes that IldvantagGs .1111 accrue from 

the unific8tion of all retireOO2nt funds under one State agency, it does 

not recommend that the Fir~envB Ponoion Fund be transferred at this 

time in view of the recommended tranefer of LEOERIi' and :!:m:plel!lentat.iou C'i 

the recommended changes in LEOBRF, the IaEger of the t,10 aye teES 8 tudied " 

discussed below. 

The La.t-l Enforcement Officers 1 Benefit and RGtireme •• t Fund 

Pit-.ding 1. A transfer of the manage'!l1ent functions of the Lml 

Enforcement Officers' Benefit .§.nd Retirement 1?und to the DeEa:t'tment of 

State Treasurer would benefit the cit:i§,ena of the.; State as ~iell a8 tb.G 

members of that Fund. That i:l:"ansrer ~10uld r&Jl~mlt: i11 the housing of tn(; 

management functions of nearly ev~ry State-administered public employee 

retirement: system tvithin one State agency. Mr. Charles Dilts, the 

Subcommittee's actuary, recommended this transfer se as 

to offer opportunities for better service to the parti~ipa~ta, 
for centralized record kee?ing and elimination of duplication 
and for coordination with other benefit plann. 

-- --------- --

The State Auditor informed the Subcommittee that he would not object 

to this a~tion. The State Treasurer stated that he Sees and appreciates 

many of the advantages and economies that mgy result in the 
consolidation of the management of the various retirem~nt 
programs sponsored by State and local government [Appendix KJ. 

Recommendation 1. The management functions of the La,,] EnforcmIDe:lnt 

Officers' !enefit and Retirement Fund should be transferred to the Depart­

ment of State Treasurer from the Departtlent of State Auditor by a IItype II 

transfer". A type II transfer is defined in G.S. 143A-6(b) found in 

Appendix J. The Committee's recommendation is contained i~ Legislative 

Proposal I in Appendix T. Section 3 of the Legislative Proposal I ~'7ould 

retain the State Auditor on the Board of Commissioners of LEOBRF, but 
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would substitute the State Treasurer as Chairman of that Board. 

The bill would take effect on July 1$ 1978 (Section 4). Both the 

State Auditor and State Treasurer agreed that the transfer on that date 

could be accomplished with relative ease. 

Finding 2. 'fhe eligibility requirements and benefits contained 

in the La,., Enforcement Officers' Benefit and Retirement Fund differ 

aj$nificautly from the eligibility reguirements and benafits under the 

major State-administered retirement systems? in particular. the Local 

Governmental Employees '_Retirement System (he1:eaft~r referred to as 

LGERS). Perhaps the major difference is that under the LEnBRF the 

"normal retirement age" for unreduced retirement without 30 years of 

creditable service is 55 years of age, while under the LGERS the "noma1 

retirement age" is 65. Among the other differenc~s are that under LGERS 

any member 1:1. service at the "normal retirement age" may retire, ,.yhi1e 

LEOBRF ~equires its members in service to hav~ accrued a minimum number 

of years of cred:f.table service under the Fund to be eligible for retire-

ment at the "normal retirement age" set for LEOI!RF. Differences also 

exist regarding the required number of years of creditable service which 

must be obtained to be eligible fer a non-occupational disability allow-

ance and for a deferred retirement allowance ~nder the two systems. Also, 

the LGERS haa a provision for the granting of cost-of-living allowances 

while the LEOBRF does ntlt. 

Recommena~tion 2. The General Assembly should conform the eligi-

bility requirements and b~:!?-efita contlailled in the Law Enforcement 

Officers' Benefit and Retirement Flm2-_ to those under the Local Govern-

mental Employees t Retirement System, while c')[lt:i!!,Yi~ to rec~.!2:e~ 

generally-accepted lower retirement age for law enforcement officero. 

Throughout the Un:1.ted States, the general retirement age for law 
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enforcement officers ia 55. The Committee was infoxmed that the federal 

government mandates the retirement of its police at that age. The 

LEOBRF's benefits are predicated gel(!eral1y on -I.ts members retiring at 

age 55. The Local Governmental Employees' Retir~ment System i8 basca 

upon a normal retirement age of 65. 

Oue of the rationales for the lower retirF.m!ent age for lU\:i e!1-2(J!:ce-

ment officers is thai:: police ~7crdt is eo physically and mentally clsauding 

that an early retirement is neceseary to Iteep a police icn:ce Ul[;l to the 

challenges it faces. The Committee does not suggemt c~~nging thi8 age 

differential be~ee~ the bvO systems. 

The Committee also recognizes that at present the LEOBP§ has a .'! 

higher percentage factor of 1.55% of average final compensation used in 

determining benefits than does the LGERS percentage tactor of 1.5%. The 

Committee has been informed that the 1978 Gene~al Aseembly will be pre-

sauted with a proposal to raise this factor to 1..55% in the LGERS. 

However. the Committee, follc)t-1ing the proposal of its actuary, 

recommends t.hat the other factors in the eligibility requirements and 

the benefits contained in the LEDBRI!' be made as nearly parallel to those 

in the LGERS as possible. The Committee's proposal is contained in 

Legislative Propos,'ll II ill Appendix T. 

The fallaring specific changes are recommended for enact:ro.ent: 

1. The requirement of 10 years of creditable service for an 

inactive member of LEOERE to retire at age 55 should b~ 

reduced to 5 years (Section 2 of LcagislatiV'e PropoGsl II). 

G.S. 128-24(5)a. contains the inactive m~mberva retiremant 

provision in the LGERS. 

2. Authority should be given the Board of Commissioners of 

LEOBRF to provide a cost-of···living increase to those olready 
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receiving benefits not to exceed 4% in anyone year and to 

be limited to 50% of the annual actuarial gains of the 

system (Section 4 of Legislative Proposal II). See G.S. 

128-27 (k) for the like provia:f.ons of LGERS. 

The Committee felt that any cost-"of-living increases 

should not take into account all the actuarial gains in the 

system, unlike the LGERS. Under the Committeegs proposals, 

half of the actcarial gains, if any. could be used for other 

purposes, for example, to increase active members' benefit 

.. formulas, to decrease employersi aud employees' contribution 

rates, or to reduce the period to eliminate the accrued 

liability of the system. 

3. The present requirement of 10 years of membership service in 

LEOBRF to be able to retire from service at age 55 should be 

eliminated (Section 5 of Legislative Proposal II). Under the 

LGERS, a member in service may retire upon attaining the 

normal retirement age regardless of his years of service 

(G.S. l28-27(bS)(1)). 

4. The requirement of 10 years of creditable service for non-

occupational disability retirement should be dropped to 5 

years (Section 4 of Legislative Proposal II). G.S. l28-27(c) 

contains the LGERS' provisions aa to creditable service 

requirement for this type of disability retirement. 

S. Members of the LEOBRF should be eligible for a death benefit 

similar to that granted members of LGERS (G.S. l28-27(b». 

Section 6 of Legislative Proposal II sets forth the Committee's 

recommendation. Although at present LGERS' members only have 

a death benefit of a maximum of $15,000, the Committee has 
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been informed that a strong move will be made to increase 

that benefit to $20»000 during the 1978 Session of the 

General Assembly to make the LGERS death benefit cor.respond 

to that under the Teachers' and State Employees i Retirement 

System (G. S. 135-5 (1»). The Committee.) in vie .. , of this 

proposed change, recommends that a death benefit be granted 

under LEOBRF equal to the member's last annual compensation. 

not to exceed $20,000, reduced by the amount of the death 

benefit awarded under the Separate Benefit Fund. 

Finding 3. The employerg~ cost of fundins th~ basic benefits of 

LEOBRF's members will continue to risE.; for the foreseeable future. The 

LEOBRP's actuary estimated that, baaed on a 25-year period to eliminate 

unfunded accrued liabilities, the employers' cost, less contributions 

from court costs~ of funding the basic benefits of the system ~1ould rise 

from $3,246,600 in fiscal year 1977-1978 to $4,247.518 :1-n fiscal year 

1979-1980 (Appendix U, page U-6). The total employers V coste are now 

being assumed completely by the State, either in the form of court costs 

or the financially more important outright appropriations. 

'fhe rise in employers' costs can be traced directly from the 

increases in benefits of LEOBRF members granted by the General Assembly 

since 1973. 

Recommendation 3. Local governmental units employing members of 

the LEOBRF should be required to contribute to the funding of basic bene-

fits of their employees. The Committee focused its study on the funding 

of basic benefits in the LEOBRF and did not address itself to the funding 

of either the special annuities or the Separate Benefit Fund. 

Units of local government which are l'lembers of the Local Govern-

mental Employees' Retirement System are required to. make contributions 
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to fund the benefits of that system (G.S. l28-30(d)(1». Mr. Henry 

McFayden told the Subconnnittee that he estimates that of 2,600 law 

enforcement officers who were members of the LGERS and who, by recent 

enactment p were permitted to transfer membership to LEOBRF, only 1,600~ 

or eppro;/dmately 60%, actually did. The employer costs of retirement 

benefits of the 1,000, or approximately 40%, law enforcement officers 

who did not are still being funded by individual local governmental 

units, while the employers f costs of the basic benefits of those "1ho 

m<!,de the transfer have been entirely assumed by the State. 

The Committee believes this inequitable treatment of local 

governmental units should be reduced and that each employer should make 

some payment for the basic retirement benefits of its employees. The 

Committee's recommendation is contained in Section 1 of Legislative 

Proposal II in Appendi)c T. 

The Committee recommends no change in the present system af 

applying $2 from the court costs levied in each criminal case to help 

fund the basic benefits under LEOBRF. The sums derived from this source 

would continue to be used to reduce the total employers' cost. 

The Committee proposes that this reduced employers' cost be allo­

cated among all employers, the localities and the State, in proportion 

that the individual unit's employees' annual salaries bear to the total 

annual compensation of all members of LEOBRF. Specifically. G.S. 143-

166(i) should be amended to require that the Board of Commissioners of 

the Law Enforcement Officers' Benefit and Retirement Fund set a single 

annual contribution rate to be applied to the total monthly compensation 

paid by each employer to its employee-members of LEOBRF. The annual 

contribution rate is to be equal to a percentage of the actual compensa­

tion of each member which will fund the basic benefits in LEOBRF and 
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which will eliminate the accrued liability of those benefits ~7i.thin no 

greater than a 3D-year period. 

The employer is directed to pay monthly into the LEGBRI:' an mnount 

equal to the annual contribution rate set by the Board multiplied by the 

total monthly compensation of the l"lembers it employs. 

The bill specifically directs the Board of. CO!!Eliss:!oners to 8GeI~ 

a writ of mandamus in the Superior Court to compel these pnyu~nt8 in 

the face of a recalcitrant employer. 

The Committee proposes that this change in funding begin uith the 

implementation of the proposed changes in eligibility requirements IOn 

July 1, 1979. The Committee feels that if this proplOsal is enacted dur-

ing the 1978 General Assembly, the local governmental unita and the 

LEOBRF itself would have plenty of time to implement all of these 

provisions. 

The Committee asked Mr. Hugh Gillespie of the George B. Buck firm~ 

the LEOBRF's actuary, to give it estimates as to the annual cost to 

local government and State, and the annual cost expressed as a percent 

of payroll of transferring as of July 1, 1979, the employers i cost IOf 

funding of the basic benefits from the State alone to each employer~ 

whether State or local governmental ,mit. y~. Gillespie gave his esti-

mates based on the currently used 25-year period to liquidate the 

unfunded liability of the system (Appendix V). 

If the present eligibility requirements level of LEOBRF is not 

changed, the Buck firm estimates that the net employer cost, after having 

subtracted the court costs contribution, to all employers would be 

$4,247,518. Of that sum, if one were to allot this cost be~7een the 

State and local governmental units by each's membership in the system, 

the local governments would assume the payment of $2,973,290 for the 

-30-



1979-1980 fiscal year, which would be the amount saved by the State. The 

annual contribution rate would be set at 3.61% of payroll. 

Mr. Gillespie estimated that, if the level of eligibility require­

menta in the LEOBRF are changed as the Committee propose8 abov9 g the net 

employer cost~ less court;, costs contributions, for the 1979-1980 fiscal 

year would be $4,859,648. of which $1,451,894 would be the State's share 

and $3,401,754 would be the local governmental share. The latter figure 

t.7ould be the savings to the State of transferring funding. 

The net employers' cost figured as an annual contribution rate 

would be 4.13%. The table in Appendix H divides the local govennnental 

units' share among each of the nearly 300 employers' units using the 

factor of 4.12%. The table was formulated before the Subcommittee had 

made final its proposals regarding the new death benefit in LEOBRF. 

Because the difference of one hundredth of & percentage point is rela­

tively insignificant and also because the estimated percentage factor 

itself may vary before July 1, 1919, the tabl~ in AppendiX W is not 

refigured. That table shows clearly the approxfmate cost to each local 

unit of the Committeets proposal. 

Finding 4. In the past e~loyees of private concerns have been 

permitted to become members of the Law Enforcement Officers' Benefit 

and Retirement Fund. Some of these individuals are still participating. 

Recommendation 4. No emploxee of a private concern should be 

eligible for membership in the Law Enforcement Officers' Benefit and 

~!ement Fund after July 1. 1979. The Oommittee's recommendation is 

contained in Section 3 of Legislative Proposal II in Appendix T. If 

enacted, this proposal would prohibit private employee members from 

making further contributions. or from gaining further service cred1~t8 

under the LEOBRF. The proposal would free~e in those members their 
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rights under the LEOBRF which have accrued as of tnat date. Those 

members would still be eligible foz retirement benefits for so&vica 

accruing before that date. 

Tha Committee in making thim xacomm~ndatian i8 of the belie£ that 

the State of North Carolina should not further subsidize the retircnont 

benefits of employees of private concerns. 
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APPENDIX B 

Session Laws--Hr77 

lH. B. 674 CHAPTER ~'42 
AN ACT DIRECTING THE LEGISLATIVE RESEAH,CH COMMISSION TO 

STUDY PUBLIC SCHOOL EMPLOYEES' SALAHms. AND O'rHEH 
MA'ITERS. 

The General As.,rmb", of North CarOlill:1 en.:wts: 

Section 1. Th~ U:gislativ(' Hfsl',m:h ('ommis;~iol!. :u; stnll'turt'd by O.S. 
120.30.10 et seq., shall make a thorough study of adequate saiari{'s for public 
achool employees, and the commissioll shall recommend acijm;tmenh in the 
salary in deli schedulp fur public sehool employees, 

Sec. 2. The commission shall studv the authorization for. and {!SQ of. 
office and c1el'ical personnel within the lJUblic hehcat f;ystem induding: the 
current methods of funding p'?rsonnel p()~itions, the optmmm ratio of office and 
clerical personnel to the nur.'lber of stndpnts within til(' system. :\IId the job 
descriptions neCe5',:lry in 5rho01 systcmb of vnriooo siz"", (Originatl'd in tS.J.H. 
89S,) 

Sec. :l. The ('om mission shall stud. the ;!llvis:lbilitv IIf I!sinL; Stale funds 
to provide trained and qualified :IIlPIldallt'12 cuuns,:h!r" t" 1m a! t}(iumtivll 
agencies including: the ratio of cOUlN'lor:; to htudents, minimum edu('ationai 
standards, certification requirements, rate of jJay. und fum:tiorl til' attellclam',' 
counselors. (Originated in H.B. 981.) 

Sec. 4. The commission shall study th€' fin:mcing, aw h,mf'fitH, and the 
oparations of the 1.<3\'.' Enforcement Officers' Benl'fit and Hctirement Fund 
(including the Basic Benefit Fund and other funds) and th(! Firemen's Pension 
Fund. The commission shall further examinE': 

(1) providing a permanent plan to require employer's participation in the 
LEOBRF to co~tribute to the Basic Benefit Fu..d; 

(2) transferring the LEOBRF and the Fi~em!.'n·5 Pem,iun Fund to the 
Department of the StJ t t? Treasurer by a Typ;: II transfer; 

(3) alternate methKls of funding the LEOBRF and the Fir.emen's Pension 
Fund. 

Sec. 5. Th[: COl nmisnioll shall report on these subjects on the convening 
ofthe 1977 Gener!'l A<;.-;embly, Second Session 1978. 

Sec. 6. This act sha!! become effective upon ratification. 
In the General Assembly read three times and ratified, thi~ the 1st clny of 

July. 1977. 
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Mr. Charles Ro Di.lt.G 
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Mr.. Dennis Duc1<er 
Deputy Director 
Retirement and Health B8r:.e:e:L'i:[; 
Department of State Treasure? 

Mso Lo~raine Franz 
George B" BLWk Consul t::ing l~ctU~l: :i_es 

:£I.'lr 0 Rol:-ert. Eo Goodwin 

i .I 

Chief of the Rah,dgh Pol ice Depdrtmer:.l: 

Mr. Dunvood Gunnells 
N. C. Association of Count.y COllunh'1s 

Mr. Henry Go McFayden 
Executive Secretary of the I.tEOER:i? 

l\I'.r .. W .. H. Hambleton 
Director 
Retirement and Heal th Benefits Divisio~i. 
Department of State Treasurer 

Mr .. R. A. Pruett 
Council of the Law Enforcement officers a i\t;i30ciil·~' 
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February, 1978 
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In accordance with Section 4, Chapter 972 of the 1977 Session La~1Sf 

the Legislative Research Commission \VclS directed to study the financing, 

benefits, and operations of the 1a\'\1 Enforcement Cfficerls Benefit and 

Retirement Fund (LEGBRF') and the FiremP-Il I s Pension Fund (FPF). '1.'l'JB 

Commission was further directed to report on it.s study to the Second 

Session (1978) of the 1977 General Assemblyo 

This Actuarial Study has been prepared at the: request of the L-ogislative 

Research Ccrnnission's Subcornrllittee on Retirement. Matters in order to furnish' 

the following infoITJ1Ution on the t'wo systems: 

1. OOS'.!' OF BENEFITS: Provide the actual dollar cost 

figur~ for fiscal year (FY) 1976-1977 for each 

~istin9' benefit under each system and project these 

figures for FY 1977-1978, 1978-1979, and 1979-1980, 

stating any assumptions on 'll'Jhich the projections are 

based. 

2. ]nNANCING~ 

a. Describe the present method of financing and each of 

the assumptions that influence the financing of the 

systems and assess the reasonableness and adherence to 

sound pension and retirement policy of those methods 

am assnrrptions. 

• , :n •• 
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b. Recommend such changes in the assumption3~ if ar'Yf 

which would improve the financial SOUXlCm(;SS of d19 

systems, or reduce the contribution by ms-iln-ers c 

employers, or the State to the systE,i'nS~ 

c. Using the existing assumptions shat;r 'J:he a:'rOt'!nt 

funds produced by each source of funds for the F:l 

1978-1979, and 1979-1980. 

d. Using any recommended alternate assUIt"tptions 

show the amount of funds produced by 68.011 

source for each system for the m:Jst r~c~1;. actual 

year and project these figures for FY 1977-1978, 

1978-1979. Include in the information provided the 

employer, the employee and the State contribution rates 

and the methud of arriving at these rates. 

e. Recorrmend methods l:¥ \"hich a p.ermanent change in trP-

6\1ployf'.I and ewploye·~ contributions to LEOERE' could 

be made so that Jocal governmcmtal units \,;110 en"tploy 

msnbers of that system. would be requiroo to contd.bute 

to the nonnal retirement allm1ance of those members 

and reccmnend rates. Advise the suboar.mi.ttee of the 

!4tlherence to sound pension and retirement policy of such 

f(.ethoCis. 

:6-4 

CHARLES R. 011.. YS ASSOCIATES 
Connultino Actuaroes 

EmploYlla Bonefits Conwitonw 
GUllrDnty Stato Bonk BIJ.ldinn 

Ourhnm, Ncrth Cllfo!inn 2TlOt 



~ \ 

f. Suggest and evaluate alternate methods of financing 

each system. 

g. Describe and explain any other recommendations \-lith 

respect to financing of the systems. 

3. 'I.'RANSFER: Analyze as to the pote.ntial economies and 

the adherence to sound pension and retirement policy of 

transferring the administration of both systems 

from the Depart:ment of state Auditor to the Department 

of state Treasurer by a fltype 1'1 transfer". 

'!he study is comprised of Part I on the raltl El.'"1forcemant Officers J 

Benefit and Retirement Fund and. Part II on the Firemen 9 s Pension Fund. 

~~\ J~'-"-~-----~==-"'--:-----=-==-~'''''''''''''''--'''--'-~~~---=--'--'/-- ... 
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PARI' I 

lAW ENFORCEt lENT OFFICEFS' BENEFIT 
AND RETIIID"iENT FUND 

The Law Enforcement Officers I Benefit and Retirement Fund (LEOBf<F) "JaS originally 

established by the General Assembly in 1937 as a deat.1) benefit fund for lal:J 

enforcement offic(~rs killed in the line of duty. Subsequent amendments beginning 

1n 1940 created the retirement procJram, and the LEOBRF currently provides retirE'insmt; 

death, and disaIJility benefits to a.ll law enforcement officers who are employed b'rJ the: 

State of North Carolina or political subdivision;:; chereofu have the full pO'VJer of arrest 

and \-,lOOse primary duties include enforcing on public property the crimi11al laitJS of the 

State and/or serving civil processes~ 

COST OF BENEFITS 

The scope of this report does not include an actuarial valuation of the LEOBRF r 

and estimates of thE~ costs of benefits through 1980 cannot be extrapolated \"lith a 

reasonable degree of certainty without a valuation. 
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FINANCING 

The present method of financing !nvol vcs tbc following contributions accounts: 

~ar contribution account - Receives mandatory contributions 

Py active members at the rate of 6% of compensation (up from 5% 

as of July I, 1977); 

Special contribution account - Receives additional elective 

contributions from active members and their employers subject 

to a max.imLlIll each year of 15% of the member I s compensation and 

furtP.er subject to an aggregate maximum on account of prior 

service of three times ti1e value of the member's prior s~~ice 

credits. Accordi.rig to the Auditor's Report, approximately 

250 local employers have employees who are rrerobers of LEOBRF, 

and employer special contributions range from 0% up to 12% for 

these members. The State contrihutes for each member who 

would be otherwise eligible to join the TSER system an amount 

equai to the value of the member's prior service credit plus 

an amount to match the member I S regular contributions 

Accumulation account - Receives 'b.'>'O-thirds of the income 

from court costs ($2 per case) plus appropriations from 

the General Fund and the Highway Fund. 

Sep:rrate benefit fund - Receives one-third of the income 

fram ~~ costs. 
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The actuarial cost method is the "projected benefit~ 1'P.ethod with entry age 

normal cost and open-end accrued liability." Actua:dal gains are applied to 

the accrued liability. 

The mortality, disability, service retirement, and'l, .. rlthdrawal tables are oose-:d 

on experience. The interest assurrption is 5% :in the June 30 g 1975 wJ.uaticn 

and has been increased to 6% for subsequent valuation. The current rate of 

investment. yield on the assets, using amortized values, is in s:cess of 7.4%, 

tmch is approximately a 25% margin in investment income. '.!'his margin in 

combination with assumptions for decrements based on 6>.J?&ience is a:f;p:cop:dately " 

conservative for the LEOBRF. 

No change in the actuarial cost method or assumptions is recarmre.nded at 

this time. The met110d and assumptions are reas.cnable and adhere to sound 

pension and retirem~'t policy. 

In appraising methods by which the contribution sc~cdule to LEOBRF could 

be modified so as to require contributions from local governmental units g 

it is appropriate to cite the current similarities and the differences in 

benefits and funding between the North Carolina local C..overnmental Employees ¢ 

Retirement System and the LEOBRF. 

In benefits the LEOBro? recognizes the particul,sr employment characteristics 

and hazards of law enforcement officers in the provision for nonnal retir~t 

at age 55 and in the special annuity benefits derived fram the special 

contributions account. 
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S.imilarities in benefits between the two systems exist in the benefit 

percentage and in the four-year l\FC, although the vesting and disability 

provisions are less liberal in the LE(IBRF. 

The funding schedules are the same for member contributions, although LEOBRF 

pamits additional elective contributions and also receives funds from 

court costs. 
, . 

A feasible approach to requiring lccal governm::ntal contributions to the 

LOOBRF is to uwrade the benefits for law enforcement officers, requiring 

the :improved benefits to be funded by employer contributions so as eventually 

to have LEOBRF minimum benefits parallel those provided by the LoCal Governmental 

Employees I system. 

Funds derived from court costs and by elective member and employer 

contributions over and above th.~ mandatory member and employer cOntributions 

can be applied to provide the cc~t.s of the benefits which recognize the 

particular employment characteristi(;s and hazards of law enforcement officers. 

such a change would be mandatory only \ for officers who enroll in the LEOBRF 

after th~ effective date of the change cmd would be optional for existing 

active members. The incentive for employers to cover existing members with 

the :improved benefits would emanat-= from the growth in the numbers of new 

members. 
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IDeal governmental units which currently have employees in both systems 't .. 10uld 

face no sudden or appreciable increase in costs by reason of this type of ch;":m~e. 

Those units which do not participate in either syst€m will inClll" added costs 

as a percent of payroll but probably not in excess of :3.5% fer nomal costs 

nor in er.cess of 3~ for accrued liability payments. 

Spc-cifically employer contr:ibutions could be assess61l for the follo'v'lYll1g Ch5!.I1·:J~ 

in the wimP g 

1 - Reducing the vest,ing period from 10 years 
to five years. 

2 - Reducing the disability retiremcnt qualification 
for non-occupational accident and sickness from 
10 years to 5 years. 

3 - Providing ad P0C cost of living increases enactal 
in the future for participants in the Local Gov~tal 
Employees I System to members of the LEOBRF. 

Benefits for LEOBRF members which are not pro-V'ided by thz Local Gove.nunsntEtl 

Eirlploy~s' syst.e:m would continue to be provided and 'Y.'Ould be f'l.lnded from tha 

specIal contribution account and the sepaxate benefit fund. Funding for tha 

parallel benefits would come frG\l1 the regular contribution account and the 

accum.:llation account, the latter ac....~unt. receiving state appropriations only 

for eligible law enforcement officers employed by the State •. 

D-IO 
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TRANSFER 

A type II transfer of the administration of the TBOJ3RF is rccomrnended in order 

to offer opportunities for better service to the participants, for centralized 

record keeping and elimination of duplicationpand for coordination with other 

benefit plans. 

If legisl,ation is considered which 'WOuld up<Jrade the benefit structure of 

the LEOBRF so as to make it parallel to the North Carolina Local Governmental 

Employees I Retirement System while suitably recognizing the particular employment 

characteristics and hazards of law enforcement officers, a type II transfer 

\'JOuld be essential to sound pension and retirement policy. 
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PARI' II 

FIREMEN'S PENSION FUND 

The North Carolina Firemen I s Pension Fund (FPF) vIas established by t.~e \:P.:m;:ral 

1\ssembly in 1957 and was to be financed principC1lly by a 1% tax. on fire insurance 

policy premiums· A~ter the 1957 Act was declared unconstitutionalgthe C~"1eral 

Assembly in 1959 agair, ,.:;tablished FPF and enacted the same financing 'I'i"lea$urc as. 

a separate general fund revenue. 
"-) 

It is signif'icant in the historical context that the prerequisite for 

participation in FPF I being a member of a fire department with a standard 

minimum rating, has apparently contributed substantially to an improve.rrumt 

of fire and other emergency protection for the citizens of North Carolina, as 

evidenced by the growth in the cnrolllrent of active manbers. 

COST OF BENEFITS 

The cost of the benefits provided by FPF, excluding transfers for death benefits: 

for the fiscal years ending 1977, 1979, 1979 t and 1980 is as fo11cnvs: 

Actual E§timrJted 

6/30/77 6/30/78 6/30/79 6/3~/80 

Retiren-ent benefits $836,718 $994,200 $1,066 r 200 $1:185,000 

Refunds 82,533 93,000 104,000 212 8 000 

Disability benefits 2,435 5,406 5,991 

TOtc.u.s $919,251 $10 089 8 635 $1,175 /606 $1,302,,997 
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'the cost of the estimated retirement oonefits above are determined by multiplying 

~ the $600 annual benefit by the mecm of the estimated number of retirees during the 

yallr, b<1scd on projections of rctircna in the Auditor's Report. The refunds :rrr: 

taken directJ.y from the AucU tor f s Report. 

Projected disability benefits p~ovided W1der II.B. 394 are based on a disability rate 

of .0005 in the first year and .001 in the second and third years. This cost 

"'il figure does not appear to be significant in relation to the total cost, but it 

can be subject to wide variation according to the nkinner in which it is administered. 

FINANCmG 

FPF is financed by a monthly contribution of $5.00 per active member and by a 

state appropriation ~tUch is actuarially determined to be adequate to fund the 

current and future benefits. The obje.ctives of the actuarial valuation include 

\..-I determining the arrount of the State's annual contribution which combined with 

investment earnings and mernber contributions will provide the current benefits 

payable to retired and disabled members and will fund bo...nefits payable in the 

future as they accrue to the credit of the current active menbers. 

The assumptions on which the 1976 actuarial valuation is based are as follows: 

Interest: 6% per annum canpounded annually. 

Decrements: Representative values of the annual decrement rates 
of active members for withdrawal and vesting, retirement, 
and death are shown by age: 
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~.vithdraw<3.1 
A<Jc and Vesti!!9.. 

25 .058 

30 .035 

35 .023 

40 .023 

45 .022 

50 Q021 

55 .OUl 

60 .019 

64 .020 

Retirs!l8nt ---

.550 

0500 

.500 

.001 

.. 005 

.007 

.010 

Deaths after retirement: Based on Combined Annuity Tal?lc ~ated 
back three years. 

Value of assets: Amortized values. 

To the exten~ that the actual ~-perienc,; of a pension plan coincides \vith t:."1w 

actuarial assumptions used, t~(:' costs of the plan \'I7i11 exactly equal the ilt'1.l'1tl£:l.l 

contrib'.ltions re<::OJ:m'..ended in the actuarial valuation. 

In reality the actual experience of the pla."1 will vary from th~? C'.ll';!tua:dal assL';Je·.ptions, 

and the reccmnended annual contributions therefore can only be regaxded as an 

estimate of the costs. The actual cost of a plan can only be determined 

retrospect with complete accuracy. 

In sett:ing actuarial assumptions to deterrnirte the recommended annual cQntrit:ri:;j.ans~ 

adherence to sound pension and retirement policy does not autQli'l,3tically imply 

deliberate conservatism. A selection of assumptions, which in combination 'tvi11 

assure a long tenn stability of contributions, e.xpressed in the FPF as an cu1,flual 

arrount per n-anber, is a financially sound approach. 
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The CL'rrent assumptions used in the FPF valuation adhere to sound pension and 

~. retirf.'l11e11t policy and provide a sufficient margin for contingencies. 

~ 

The actuarial valt.<ation method is the Ilprojected bf'.nefit method with entry 

age nonna1 cost and open-end accrued liability. II 9r'he accrued liability for 

service prior to the effective date of the FPF and for the additional benefits 

provided by H.B. 394 is being funded on a 30-year schedule. 

No change is'recommended in the assumptions or methods at this time. 

The sources and amounts of flliY.ls for the years ending 1977, 1978, 1979 1 and 

1980 are as follows: J 

Jl.ctual l:.:stimated 

6/30/77 6/30/)8 6/30/.79 6/30L~Q. 

Beginning fund $10,610,996 $11,948,508 $13,086,094 $14,470,266 

Md: Investment income 933,153 895,864 1 8112,759 1,211,436 

Contributions 1,324,571 1,331,357 1,447,019 1,522,459 

Deduct: 13P...nefits 920,212 1,089,635 1,175,606 1,302,997 

Ending fund $11,948,508 $13,086,094 $14,470,266 $15,901,164 

The current method of financing the FPF is appropriate to the system, and no 

major changes are recomnended at this t.irne. The FPF with its current benefit 

schedule is a supplementary inca:ne plan, secondary to other retirerrent benefits, such 

as social security and the TSF..R system, or to the wages or salary 0f retired rranbers. 

Because it covers both paid an:l volunteer firemen, its benefits cannot be geared 

to wages or salary as .in a conventiorull retirement plan. 
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As of July 1, 1977, H.V.. 394 effectively changed the normal retirement qualification 

for the FPF to attainment of age '35 and completion of 20 years service, and it is 

therefore recOIl'D11el1ded that any additional legislation which would libaralize lr...nefits 

and thereby increase the accrued liability be subject to a funding scrJ.6dule of not 

more than 20 years. The trend to public safety officers in the medium and largo 

cit.ies in the state may signal a leveling off or a down trend in the me.mr.ership 

~ of the FPF, the prospect for \-.'hich calls for mintaining a moderately oonservative 

funding stanpe. 

The current investment yield on the assets of the FPF is in excess of 8% per year~ 

This yield is approx.iJnately 35% more than the fund is obligated to earn on its 

assets. Because of the recent substantial l:i.be.calization in benefits and the 

increase in the interest assumption in 1976, no change in this assumption is 

recommended at the present time. 

On the following page is an actuarial projection of the a~sets( liabilities, 

and contributions of the FPP for the three fiscal years b.....oginning July 1, 1977, 

based on the current assumptions previously listed, data from the Auditor I s Report 

and the Accountants' Report, and results of the June 30, 1976 valuation. 
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• "NO~TH CAROLINA FlREMEN:S PENSION FUND-PROJECTIONS OF ASSETS, LIABILITIES, AND CONTRIBUTIONS 

AsSl'ts_ (beginning of year) 

Conu-ibutiOI1 Fund 
Pension Fund 

Total F\md 

Pres~~t valu~s (excluding H.B. 394): 
Future rrel1'.ber contributions 
Noma1 Costs payable by State 
Accrued liability payable by State 

Total present values 

Additional present values (H.B. 394): 
Noma1 costs payable by State 
Accrued liability payable by State 

Total additional present values 

Total assets 

Liabilities 

Present values (excluding H.B. 394): 
Pen~ions payable to retirees 
Pefunds 
Pensions r~lyable active members 

Total }' resent values 

Additional present values (H.B. 394): 
Pensio:'3 payable to retirees 
Pens! ~.15 payable to active members 

Tc-..:al additional present values 

'!bu,: liabilities 

Contributions 

~;orrral cost 
Accrued liability - 30 yr. funding 

'!btal State contribution 
Mgnber )tributions 

'. contrirutions 

1976 -
1977 

$ 3,293,230 
7,317,766 

$10,610,996 

$ 2,950,254 
1,605,359 
5,282,848 

$ 9,838,461 

$20,449,457 

$ 6,9.51(351 
864,817 

12,633,289 
$20,449,457 

$20,449,457 

$ 195,000 
397,184 

$ 592,184 
442,535 

$ 1,034,719 

1977 -
1978 

$ 3,520,292 
8,428,216 

$11,948,508 

3,285 , 925 
1,787,424 
5,216,046 

$10,289,395 

$ 269,179 
7!550,648 

$ 7,819,827 

$30,057,730 

$ 7,293,650 
897,680 

14,046,573 
$22,237/903 

$ 1,035,751 
6,784,076 

$ 7,819,827 

$30,057,730 

$ 249,891 
567,686 

$ 817,577 
513,780 

")$ 1,331,357 

1978 - 1979 -
1979 1980 

$ 3,779,072 $ 3,961,572 
9,307,022 10,508,694 

$13,086,094 $14,470,266 

3,647,879 4,046,676 
1,984,319 2,201,245 
5,145,189 5,070,132 

$10,777,387 $11,318,053 

$ 298,.831 $ 331,504 
7,580,484, 7,542,076 

$ 7,879,31!) $ 7,873,580 

. 
$31,742,796 $33,661,899 

.. 

$ 7,780,500 $ 8,394,750 
922,760 933,138 

15,160,221 16/460,431 
$23,863,481 $25,788,319 

$ 1,197,000 $ 1,291,.500 
6,682,315 6,582,080 

$ 7,879,315 $ 7,B73,580 

$31,742,796 $33,661,899 

$ 277,418 307,746 
569,901 567,013 
847,319 874,759 
599,700 -MI') $ 1,447,019 $ 1,52~ 
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TRANSFER 

'I11e econcmy of transfp...rring the administration of the FPF fran the Depar~t 

of state Auditor to the Depart::rrent of state Treasurer by a "type II transfer" 

is difficult to project and rreasure in dollars. At t.he present time the 

administrative costs of the FPF, according to the Auditor· s Report, are less 

than 2% of total contributions; which is m:x1eratc for a contributory plan providing 

supplementary benefits. tmether or not this cost figure could 'be reduced by a transfer 

i~ a matted of conjecture and is not the primaIy consideration. 

A type II tra"1sfer is strongly reconnended for reasons of gccxi management and 

control, and a centralized administration of the FPF and the other benefit. and 

retirenent plans sponsored by the state should be effected as soon as pract.ical. 

'l'he benefits of such a transfer \,iould include tht~ opportunities to provide 

better service to the participants in the FPF, to eliminate any duplicate 

record-keeping, to coordinate "lith other benefit plans in the CCIl'piling and 

reporting of plan data, and ultimately to aid in the esbblisfinent of a single 

data bank for enployee data. 

Adherence to sound pension and retirerrent policy \~)uld be enhanced by 

centralizing the administration of all State spons-oren plans. 

If such a transfer is ordered by the Ge..'1eral Assembly, it is recomnended that 

the assets accounts of the FPF continue to be maintaine:'i separate and distinct 

fran any other benefit funds. 
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APPENDIX E 

LEGISIl .. TIVE RESEARCH Ca1MISSION 
SUBQ::M1ITTEE ON RETIREHENT MA'ITERS 

~PENDIX A - Supplement to Actuarial Study on Law Enforcement Officers Benefit 

and Retirement FUl'l.d (LEOI3RF) n 

The current benefit structure of t.he LEOBRF comprises a service and disability 

.re'tirem:mt program on qualified members and an accidental death benefit in the 

course of duty on all Nort.~ caroliru law e."1forcement officers financed by the 

.,follCMing types of contributions: 

\..,./ 

1 -' r1enber contributions eqt"~1 to 6% of compensation. 

2 - Conrt costs equal to $2 per court case. 

3 - Actuarially determined contributions from the General 
Fund, the Highway ~~d, and the Wildlife ~~ssion. 

A separate benefit fund to which is contri.buted court costs of $1 per court case 

and a special benefit contribution fund of elective employer and rnanber contributions 

finance additional and suppl~~tal benefits for LEOBRF members. 

A.'1 objective of this Report is to develop a feasible approach by which the 

service and disab ili ty retirement program for non-state employed LEODRF members 

can be financed entirely from court costs and from conqibutions by local 

government.al employers and members without reliance on State appropriations. 

Benefits for State employed IEOBRF members 'WOuld continue to be financed by State 

appropriations. 

In order to justify assessing the local gC'lernment employers for a share of the 

costs of the LEGBRF service and disability retirement program, the following 

approach is recannended: 

~=-======~========~================~~~~====~ 
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Upgrade the IEOBRF service and disability retirement program so 

that its benefit structure financed by the contributions listed 

ab:Jve is parallel to that of the l\Torth Carolina IDeal Governmental 

Employees' Retirem:mt System (LGERS). Specifically the follrn.n.ng 

changes in the LEOBRF benefits should 00 made: 

a - The requirement of 10 years minimum credit.able 
service to be eligible at age 55 for service 
retirement should be dropped. 

b - The requirement of 10 years minimum creditable 
service for non-occupational disability &~ould 
be re:1uced to five years, and the benefit should 
be based on service projected to age 65 instead of age 55. 

c - The separation allowance should be payc:ble after 
five years creditable service instead of 15 years. 

d - A death benefit equivalent to annual compensation 
up to $15, 000 less the $5 ,000 benefit payable from 
the separa.te benefit fund should be provided. 

·e - A cost of living increase should be provided br. 
IIDBRF rranbers whenever an increase is provided 
to ffiERS nanbers. 

If the current LECBRF service ctnd disability retirement benefit structure, 

calculated using 1.55% tirres APe times years of service, should provide 

nnre benefits than the upgraded structure using a percentage of 1.5%, then 

the excess arrount should be payable to t.he member. 

All new and reinstated IEOBRF'rrernbers \'X)u1d be covered under the above benefits 

and existing members \vould be covered when enrolled by their local governmental 

E!rq?loyers. Contributions for new and reinstated LEOBRP rranbers would be required 

. fran their local governrrental employers. 

= 

, ........ 
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~~ estimated normal cost and accrued liability contribution rate from the local 

~t'hrrental ernplO'j'ers to finance the al:;ove parallel benefit structure for LEOBRF 

rrembers is estimated not to exceed 3.63% of payroll based on a 6% valuation interest. 

rate for the l2-month period ending June 30, 1978, and including a 30-year amortization 

period for the accrued liability- This figure is comparable to the 3.67% rate for 

Tranbers of the IDE.RS, which is based on a 5% valuation interest rate and does not 

"',include an accrued liability payrrent. 

Benefits for LEOBRF IPeIi1bers which wuuld not be financed from mandatory contributions 

by local governrl'ental employers and members are as follows: 

1 - The cost of any excess benefit derived from using 
the 1. 55% be.l'1efi t percentage in the current LEGBRE' 
l:enefi t structure over the upgraded structure using 
a 1.5% benefit structure would be met from the $2 
court costs. 

2 - The cost of disability ~etirement incurred after one 
year but prior to five years creditable service due 
to an accident in the course of duty would be met 
fran the $2 court costs. 

3 - Any additional cost of providing the separation 
allowance at agr 50 instead of age 60 would be 
net fran the $2 court costs. 

4 - The cost of the accidental death benefit would be met 
fran the $2 court costs. 

5 - Special annuity benefits would continue to be financed 
fran the special contributions account. 

6 •. The death benefit and the temporary disability benefit 
~d continue to be financed from the separate benefit fund. 

On the following page is a projection of costs DHd contributions for LEOBRF I which 

has been developed fran information in the Auditor's Report. 

~====~~====~==~==========~========~ 
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The cost of the first four itans arove \'oXJuld be met fran the $2 per case court 

costs, the estimated incane frau which is sh:Jwn on line 8. 

1be estimated total nomal cost and accrued liability contributions and the an\')tmts 

payable by local employers and by the State are shown on line 9, 9a , and 9b, 

respectively. The actual arrounts payable by the state would depend on how many 

local goverrurental units adopted the uwraded benefits for their existing LEOBRF 
. . 

members and enrolled new members, thereby agreeing to contribute. 
, 

~~~~~~====~======~====~==~~~~==~~}~ 
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Pro:rEX:mOO OF MrMBERSHIP, ~ , ~ COSTS ~ ~IT o:>sTS 

IArt1 ENFORCEMENT OFFI .£FIT AND RErr'IREMENl' FUND ( 
1976-77 1977-78 1978-79 1979-80 , 

1 - Mean number of active rrenbers 7,943 8,240 8,600 9,050 

a - Local ITl6l1bers C. 72xl) 5,719 5,933 6,192 6,516 

b - State members 2,224 2,307 . 2,408 2,534 

2 - Members regular contributions $ 4,646,889 $ 6,100,000 $ 6,700,000 $ 7;400,000 

a - I.oca1 rrembers (.7W) 3,299,291 4,331,000 4,757,000 5,254,000 

b - State rre:nbers 1,347,598 1,769,000 1,943,000 2,146,000 

3 - Sta~ agencies special contributions 1,364,218 1,500,000 1,670,000 1,865,000 

4 - Court costs 2,184,037 2,200,000 2,200,000 2,200,000 

~ 5 ~ YieLd rate on investments 7.5% 7.6% 7.7% 7.8% 
I 

2 2 \J1 
6 - TOtal payro11~049 in 1976-77;:0591 94,834,469 103,389,831 113,559,322 125,423,729 

a - local rnembers C. 70x6.) 66,384,129 72,372,881 79,491,525 ~7/796,610 

b - State members 28,450,340 31,016,950 34,067,797 37,627,119 

7 - NJrnal cost and accrued liability to service 
retirenent and disability retirement based on 4,789,141 5,221,186 5,734,746 6,333,898 
6% valuation interest rate (. 0505x 6) and 
30 years amortization. 

8 - Court costs directed to service retirE!'l'ent 
arrl retirerent and disability retirerent (2/3 x4 ) 1,456,025 1,466,667 1,466,667 1,466,667 

9 - NJrma1 cost and accrued liability contribution 
less court cost (7-.8) 3,333,116 3,754,519 4,268,079 4,867,231 

a - Local enp10yers (6ax91 -r 2,333,181 2,628,163 2,987,655 3,40'1,062 

"b - State 999,935 1,126,356 1,280,424 1,460,169 

10 - NC and AL contribution less court costs as 3.51% 3.63% 3.76% 3.88% 
a percent of payroll ( 9/6) 



The State's contributions to the LEOI3RF for non-state ~loyed rrenbers under this approach 

slx:lu1d be subject to a cut-off not later than the year beginning July 1, 1980. 

The estimated total additional cost of the upgradctl benefits expressed in te~s 

of the normal cost and accruoo liability contribution less court costs for the . year 

,1976-77 .,.;ould be as follcws, bused on the theoretical assm.ption that all LEOBm" 

rranbers were covered under the new structure: 

, 1 - Cost to State for current benefit structure, 
5% interest assumption, 17 year funding of 
aCcrued liability. 

2 - COst for upgraded benefit structure, 6% interest 
assUITption, 30 year funding of accrued liabilit.y 
(line 9) 

3 - State share of cost (line 9b) 

4 - Additional total cost (2)-(1) 

5 - Reduction in State cost, (1)-(3) 

$2,753,944 

$3,333,116 

$ 999,935 

$ 579,172 

$1,754,009 

The estimated additional costs of this approach in the future are subject to the 

acceptance of the responsibility to contribute by the local governmental units or to 

the canpulsion imposed upon those units by the General AsS61lbly and by LEOBRF lTlE!t1bers 

desiring upgraded benefits. 

Estimated savings in future years are as follows, assuming 100% coverage: 

1977-78 

1- CUrrent benefit 
structure - cost to state $ 2,920,000 

2- COst for upgraded benefit 
structure 

3- State share (line 9b' 

4- Additional total 
cost, (2) - (1) 

5- ~IS~J~ton in State cost, 

1,126,356 

834,519 

1,793,644 

1978-79 

$3,140,000 

4,268,079 

1,280,424 

1,128,079 

1,859,576 

1979-80 

$3,360,000 

4;867,231 

1,460,169 

1,507,231 

1,899,831 

" 

Ei-6 

CHARLES R. DlloTS ASSO;;~ 
Consulting Actuar<cs 

Employee Benefits Consultunts 
Guaranty State Bank Building 

Durham, North Carolina 27101 

" 



manbetship arrl to the age~ 'service, ~ salary chah:id:~tJ!St'i~s of 't.~e '~ship. 

Therefore the Costs' of ;the!UDBRF prd9ram should b9 car4ftiny m:>I1itatled, 'lahd th€{ 

ftm:lincir by nece~sity mUst be Subject'to annual actuai.i:a1''vii.ltiations i Bi!tsed em- t--

reasonable assumPtions am accurate data. 

Ii 

'., . 

, I 
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.APPENDIX F 
NORTH CAROLINA FIREMEN'S PENSION FUND 

Presentation of State Auditor to the Legislative Study Commission Nov. 2. 1977 

The North Carolina Firemen's Pension Fund was first established in 

1957. The General Asaembly in 1957 created the North Carolina Firemen's Pension 

Fund and levied a 17. tax on fire insurance policy premiums for the purpose of 
\ 

supporting or funding the retirement b nefits. The 1957 Act was declared uncon-

stitutional. 

In 1959 the General Assembly een~cted the Firemen's Pension Fund 

G. S. 118-18 through 118-32, and at same time reenacted ~ law to continue 

a Ii. tax on fire insurance premiums asra g~neral fund revenue. An appropriation 

out of the general fund was made for the purpose of partially supporting or fund-

ing the North Carolina Firemen's Pension Fund. This along with $5.00 per month 

paid by each member and the interest earned on the investments support the fund., 
, . 

The 1959 Act was challenged and the Supreme Court in its decision in 

the case of Insurance Companies vs Gold, The Commissioner of Insurance, upheld 

the validity of the pension act and said in effect that this was deferred com-

pens at ion for a public service. 

The concept was firmly established by the Legislature that the revenue 

produced by the tax was to be put in the general fund, but that an appropriation 

in the amount closely equal to the amount of revenue produced by the tax would 

be appropriated for the support of the Firemen's Pension Fund. 

Over a period of years there accumulated a deficit of $1,800,000 in 

the amount of revenue produced by the tax and the amount of appropriation to sup-

port the Flremen'q Pension Fund. The basic concept was reestablished in 1973 

and 1974 when this $1,800,000 deficit Was appropriated and paid to the Firemen's 

Pension Fund. This appropriation enabled us to open the door for new members 

. to participate in the fund who did not take advantage of membership when the fund 

was established. 

F-l 



The membership in this fund is predicated upon a fireman, whether he 

is a full time paid fireman or a voluntary fireman, being a mamber of a fire 

department that is rated by the rating bureau. This means that the department 

must have minimum amount of eqUipment and also a minimum of at least 36 hours 

a year of training per man. Also. those areas of North Carolina that are pro-

tected by a rated fire department pays much less premium on their fire insurance 

po1lcies that in those areas wherein they are not protected by such a rated de-

partment. This has meant savings of sizeable amounts of money to the citizens 

throughout 'the state. The existence of the pension fund has been the impetus 

to get the number of rated departments increased from approxi~ately 400 to 1,030 

at the present time. The overall benefit of this additional fire protection and 

the additional training has meant a lot to everyone concerned. 

Present total number of active contributing members is 8,23.5. Total 

number of retirees is 1,677. Total monthly be~efits being paid is $83,850. 

Chapter 926 of the Session Laws of 1977, provides that a fireman may retire at 

age 55 with 20 yeara of creditable fire service and receive $50000 per month for 

life. 

In my opinion the Firemen's Pension Fund is one of the most far r.eachir 

and beneficial efforts on the part of the General AssembLY that has been put into 

effect in recent years, when we consider the overall benefit to the people of 

North Carolina. 

Under the reorganization act of 1971 the Firemen's Pension Fund was 

made a part of the State Auditor's office and the State Auditor is ex officio 

chairman of the Board and the other ex officio member is the Commissioner of 

Insurance. The Board has 3 other members appointed by the Governor, one of whom 

must be a paid fireman, one a voluntary fireman, and one representing the public 

at large. 
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The State Treasurer is the custodian of the funds and invests those 

funds not immediately needed for paym~nt of benefits. 

This fund is on an actuarial sound basis and in my opinion we can 

tnake the program work with the amount of funding that is produced by the tax on 

the fire insurance premiums. 

At the time the Firemen's Pension Fund was created, it was the intent 

of the Legislature to give each volunteer fireman a meaningful amount in token of 

appreciation for past services rendered. This amount was to have been $50.00. 

At that time, however, there were not sufficient funds available to give all ~ 

retired firemen that amount, and a schedule was cre~ted to give the older fire­

men the full $50&00 and the younger firemen a lesser amount until the fund was 

actuarily able to provide all firemen the full amount of $50.00 with the re­

quired number of years. This has been accomplished. If the fund should ever 

grow to provide additional benefits, it is the feeling amoung the firemen that 

disabled firemen and widows of retired firemen should be given firstconsidera­

tion. 
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APPENDIX G 
STRUCTtJRE OF 

'l'HE FIREMEN' S PENSION FUND (FPF) 
G.S. 118-18 through 118-32 11/1/77 

Governing Authority (~.S.1l8-23) SPACE FO~ RESPONSE 

a. Name 

b. Membership 

c. How Appointed 

d. Tenure 

Persons Eligible for Membership 

Board of Trustees 

5 

2 Ex-Officio Members, 
3 appointed by the 

Governor, one paid, 
4 year term 

(G.S. 118.23) 

State Auditor 
In8uranc~ Commissidner 
one volunteer, and 
one at large 

Any fireman belonging to a rated and certified fire department 
in North Carolina. 

vesting per:~ (G. s. 118.25 ) 

20 years 

Disability Retirement (G.S. (None) 

a. Years of service 

ba Age 

c. Formula 

Early Retirement (G. S. (None) 

a. Years of Service 

b. Age 

c. Formula 

!£>rmal Retirement (G. S. 118.25) 

a. Years of service 20 

b. Age 55 

c. Formula ~i::h 20 years 0<" creditable fire service and 55 year old or older 
will receive a monthly·'benefit of $50. 

Death Benefit Formula {G.s .. (None) 

Investment Committee (G.S. 118.22) Funds invested by the State Treasurer. 

a. One Appointing Committee 

b. Administrator 

c. Investment Counsel 
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APPENDIX H 

OUTLINE OF FINANCIAL INFORMATION CONCERNING 

THE FIREMEN I S PENSION FUND 
(G.S. 118-18 through 118-32) 

a 

11/1/77 

Nuniber of MeInbers.......................................................... 1 

Not Receiving Benefits ••• ~ •••••••••••••••• " ••• " •• $._ 1 

Receiving Ben€fits ...•. a............................ 1 

Total .... 61 ................... " ..... f'I ••••• c: ••••••••••• ,. 

contributions ............... 0. .......................... . 

Employee ............................. . ~ ..•.• SI ......... . 

Dollars ............................ \110 •••••••••••••• 

Rate •.•.•.•.••••.••••••••••••••• lit ••• ., ........ ., ••••• 

state Appropriations •••• e •••••••••• ~ •••••••••••••••• 

other ...................................... ~ ........ . 

Total contributions ................................. . 

InvestmeI1ts .. ........................................... . 

Total Investments ••.•••••••• ~ •••••••••••••• ~ •••••••• 

Earnings on Investments ••••••• ~ .................... o. 

Earnings on Investments as a percentage of 
Total Investments .......•...•.••.•••• & •••••••••••• 

Total Assets ............... 1/1> •••••••••••••••••••••••••••• 

Disbursements. . . .0. . . . . . . • • . . • . • . . • . • • • • • • • . • • . • . • . • • 
pension payments. . . . . . . . . . . . . . . . . . . . . . . . . . . ... . . . . . . . . 
Refunds .................. .- ............................. . 

Interest credi ted to Members' Accounts. . . . . . . . . . 
Cost of Administration. • • • • • • • G • • . . . . . . . . . . . . . . . 
'Total payments ••••••••• . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

a c prepared by the Department of state Auditor 
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4 
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1965 

1966 

1967 

1968 

196~l . 

1970 

1971 

::r:1 1972 

rG1913 

1974 

1975 

1976 

1977 a 

1978 a 

1979 a 

1980 a 

( ( 

FINANCIAL INFORMATION 

THE F!REMEN'S PENSION FUND (FPF) 

~umber of Members 
Active Contributing Members 
:lot ReC,!;lv;j,ng Den!f.i.t.a. 

Retired Firemen 
Rece ivin2 ¥en~fits 

3,085 609 

3",029 664 

3,086 724 

3,041 756 

3,203 784 

3,300 832 

3,467 926 

3,906 1,096 

4,253 1,129 

6,730 1,281 

7,103 1,468 

7,287 1,544 

8,116 1,603 

9,010 1,710 

9,995 1,845 

10,795 2,106 

a = Projections by the Department of state Auditor 

( 11/1/77 

Total 

3,694 

3,693 

3,810 

3,797 

3,987 

4,.132 

4,393 

5,002 

5,382 

8,011 

8,571 

8,831 

9,719 

10,720 

11 ,840 

12,901 



11/1/71 

;. 

FPF ( continued) 

contributions 

§!n.g1oyee 
!!!!: Dollars ~ state Appropriations other Total Contributions 

1965 $ 185,515.00 $5 Per Month $ 235,000.00 None $ 420,515.00 
1966 180,910.00 fr 460,000.00 " 640,9lO.00 
1967 184,195.00 " 460,000.00 " 644,195.00 

1968 186,745.00 " 493,300.00 " 680,045.00 

1969 191,855.00 " 493,300.00 " 685,155.00 

1970 197,180.00 " 497,600.00 " 694,780.00 

::c! 1971 216~070.00 " 497,600.00 " 713,670.00 
I 

"'---~7~ ______ ' \>J 1972 229,360.00 " 497,600.00 " 
1973 256,900.00 " 497,600.00 " 754,500.00 

1974 1,066,210.00 " 1,700,600.00 " 2,766,810.00 

1975 784,630.00 " 1,745,285.00 " 2,529,915.00 

1976 426,910.00 " 882,036.00 " 1,308,946.00 

1977 a 442,535,00 " 882,036.00 " 1,324,571.00 

1978 a 468,615.00 II 882,036.00 " 1,350,651.00 

1979 a 495,200.00 " 1,000.000.00 " 1,495,200.00 

1980 a 500,000.00 " 1,000,000.00 " 1,500,000.00 

a - projections by the Department of state Auditor 

( ( " ......... " 
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FPF ( continued) 

!nves~ments 

!!!£ Total Investments ,!arnings on Investments -
1965 $ 1~457,575.00 63,848.89 

1966 1,445,012.3:8 58,526.10 

1967 1,728,595.19 71 1 226.83 

1968 2,350,103.99 86,735.79 

1969 2,643,4:17.47 109,556.24 

t:Q 1970 3,001,740.31' 133,257.Hi 

./::-1971 3,360,344.44 159,425.52 

1972 3,705,406.9~ 222,727.06 

1973 4,000,150.62 218,863 .. 32 

1974 6,705,588.35 371,712.50 

1975 9,190,697.36 660,689.07 

1976 10,328.735.55 804,107.35 

1977" a 11,729,587.07 932,917.31 

L978 a 13,229,587.07 1,064,917.31 

1979 a 14,529,587.07 1,199,917.31 

1980 a 15,925,587.07 1,354,917.31 

a :;: projlections by the Department of state Auditor 

* Percentages supplied by State Treasurer 

Earnings on Investments 
~s a percentage of 
Total Investments 

* 4.127. 

* 4 .. 127. 

* 4.331-

* 4.611. 

* 4.811. 

* 5.16'7. 

* 5.1n. 

* 6.21'7. 

* 6.361. 

* 7.8n. 

* 8.37%. 

* 8.437. 

* 8.311. 

8.Sn. 

8.73'% 

8.821. 

11/1/77 

Total Assets 

1,505,449.95 

1,802,483.34 

2,094,653.17 

2,437,527.96 

2,144,329.00 

3,074,444.36 

3,440,695.65 

3,759,689.04 

4,083,835.22 

6,794,662.84 

9,261,663.21 

10,476,677.83 

11,988,472.20 

13,205,000$00 

14,635,000.00 

16,125,000.00 
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PPll' ( Continued) 

~burse!nents 

lnterest credited to Cost of 
X!.!£ f.!WIion paYm!mta Refunds Members' Accounts Administration Total payments 
1965 347,241.00 34,465.00 -0- 23,353.24 405,059.24 

1966 355~131.00 34,772.50 -0- 21,960032 411,863.82 

1967 385,378.00 37,115.00 -0- 21,205.07 443,698.07 

1968 405,497.00 38,485.00 -0- 25,205.22 469,187.22 

1969 423,135.00 44,240.00 -0- 21,525.88 488,900.88 

:R.970 448,39.3.00 48,380.00 -0- 30,5'+4.81 527,317.81 

.I:tl 1971 468,306.00 32,405.00 -0- 31,834.70 532,545.70 
I 

, \.n 1972 568,162.00 38,470.00 -0- 33,257090 639,889.90 
1973 604,835.00 44,545.00 -0- 36,811.04 686,291.04 

1974 699,671.00 40,005.00 -0- 39,896.96 )'79,572.96 

1975 ·749,843.00 64,595.00 -0- 45,193.22 859,631.22 , . 
1976 808,812.00 87,500.00 ~O- 21,747,95 918,0.59.95 

1977 a 836,794.00 82,535.00 -0- 25,769.16 945,058 .. 16 

1978·a 1,056,000.00 93.000,00 -0- 29,950.00 1,i:78,950.oo 

1979 a 1,116,000.00 104,000.00 -0- 37.200.00 1,257;200.00 

1980 a 1,189,000.00 112,000.00 -0- 4S,000.00 1,346,000.00 

a .. proj ections by the Department of state Auditor 

( ( ( 
.' r 

.. 
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APPENDIX I 

Armcw g, 

North Carolina Fir-men '8 Pension Pund. 
§ liS-lB. Fund established; Ildministraf.ion by board of tl"u§tees; li"Ulefl 

nnd regul~tions .. - }'or Hi:? purpose of furthering the general welfare and 
police powers andpbligations uf the State whh respect to th~ protection of all 
its citizens from"'the cons~quences of loss 01 damage by rme, as heretofore 
recognized in part by the enactment <;>f G.S. 160-117 et seq., <;>f incr~asing ~he 
protection of life and alJ property agamst loss or damage by ~lref of Improving 
firl2-fi~hting techniques. of increasing the potential of fIre departments, 
organizations and groups, of fostering irtcrl"ased and more widely spread 
training of personnel of said departm~nts, Ol'ganizations a!!d groups. and of 
p,roviding incentiv . .: and inducement for the participation in fire prevention and 
fighting activities and for the establishment of new, improved or extended fire 
departwents, organizations and groups to thE.' end that ultimately all areas of 
the State and all its citizens will receive the benefit of fire protection and a 
resulting reduction of loss or damage to life and property by fire hazard, and in 
recognition of the public service rendered to the State of North Carolin ... and its 
citizens by the "eligible firemen," as hereinafter defined, there is hereby 
created in this State, a fund to be known and designated t'le "NQrth Caroiina 
Firemen's Pension Fund" and it shall be administered as set forth in this 
Article. Said North Carolina Firemen's Pension Fund is established to provide 
pension allowances and other benefits for eligible firemen in the State who 
elect to become members as hereinafter provided. The board of trustees hereby 
created shall have authority to administer said fund ann shall make neces5ary 
rules and regulations to carry out the provisions of this Article. (1957, c 1420, 
s. 1; 1959, c. 1212, s. 1; 1961, c. 980.) 

§ 118·] ;~. Creation and membership of lhoQrd oil ti"Vlste!II:S; compensation.­
There is hereby created a board to be known as the ".3oard of Trustees of the 
North Carolina Firemen's Pension Fund." Saki board shall condist of five 
members, namely: 

(1) The State Auditor, who shaH act as chairman" 
(2) The State Insurance Commissioner. 
(3) Three members to be appointed by the Governor, one a paid fireman, one 

a volunteer fireman and one rdpresenting the public at large, for terms 
of four years each. 

No m~moer of said board of trustees shall receive any sala~, compensation 
or expenses other than that ,Rrovided in G.S. 138·5 for each day s attendance at 
duly and regularly called and held meetingll of the board of trustees" (1957, Co 
1420, s. 1; 1959, c. 1212, s" 1; 1973, c. 875.) 

§ n8-~. Secretary. - There is hereby created an office to be "known as 
secretary of the North Carolina Firemen's Pension Fund. He shall be named by 
the ~0!lrd and shall serve at its pleasure. The secretary shall be subject to the 
IJrOV\SIOnS of the St.ate Personnel Act. The secretary shall be bonded in such 
amount as may be determtn('d by the board, and he shall promptly transmit to 
the S~ate Treasurer all moneys collec.ted by him, which said moneys shall be 
depos\t~d by the State Treasurer in said fund. (1957, c. 1420, s. 1;~959t c. 1212, 
$. 1.; 1969. c. 359.) . , 
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§ 118-23. "Eligible firemen" defined; determination and ooytificatiOl!l of 
volunteers meeting qualifications. - "Eligible firemen" shall mean all 
firemen of the 3tate of North Carolina or any political subdivision thereof, 
including those prrforming such governmental function in the protection of life 
and property through fire fighting within a cGllnty or city governmental unit 
and so certified to the Commissioner of Insurance by the governing body 
thereof, and who belong to a bona fide fire department which, as determined 
by the Commissioner, is classified as not less than class "9" or class "A" and 
"AA" departments in accordance with rating methods, schedules, 
classifications, underwriting rules, bylaws or regulations effective or applied 
with respect to the establishment of rates or premiums used or charged 
pursuant to G.S. 58-131.1 or by such other reasonable methods as the 
Commissioner may determine, and which operates fire a.pparatus and 
equipment of the vallie of fh'e thousand dollar~; ($5,0001 or more. and said fire 
department holds drills and meetings not less than four hours monthly (lnd 
said firemen attend at least 36 hours of ail drills and meetings in each calendar 
year. As applied to volunteer firemen, "eligible firemen" $hall mean those 
persons meeting the foregoing qualifications and who in the aggregate number 
are further determined by their departments as not exceeding 25 volunteer 
firemen plus one additional volunteer fireman per lOu population in the area 
served by their said respective departments. Each department shall annually 
determine and report the names of those volunteers meeting the foregoing 
eligibility qualifications to its respective board of county commissioners, which 
upon determination of the validity and accuracy of the seme shall promptly 
certify said list to the board of trustees. (1957, c. 1420, s. 1; 1959, c. 1212, s. 1.) 

§ 118-.24. Application forr membel1'§hip Jin fund; mon~hly paymellllto by 
Eillemooi'S; payments cJrei!llitccl Ito oeJ)!ll'ote la~I!liUnt9 011' liliilelitiil~fi'iJ.-Those 
firemen who are now eligible may make application through the board of 
trustees hereinbefore creatt'd for membership in said fund with in 24 months 
from June 19, 1959. All persons who subsequently become firemen may mal~e 
application for membership in such fund within 12 months from the date of 
becoming eligible firemen. Each eligible fireman becoming a memmr or the 
fund shall pay the secretary of the board of trustees the sum of five dollars 
($5.01» per month; provided. all eligible firemen electing to beco:ne membaro 
and serving as such on June 19; 1959, shall pay the sum of five dollars ($5.00) 
per month from said date; and further pro\'ided, firemen not now eiigible but 
becoming so within five years of JuOl' 19. 1959, shall be permitted to become 
members and recpive service time credits upon condition that they pay into 
said fund the sum of five dollars ($5.00) per mon th from June 19, 1959. The said 
monthly paymenls shall be credited to the separate account of the member 
paying same and shaH be kt'pt by the custodian in such mann ~r as to be 
available for payme()t to said member on account of his withdrawal from 
membership or to be used with respect to pension payments upon his said 
retirement. (1957. c. 1420, s. 1; 1959, c. 1212, s. 1.) 

§ 118-24.1. Retroactive memooll'orujpl. - Any fireman who is now ~Jigi~le 
and who has not preYiously elected to become a member i,lay make applIcatIOn 
through the board of trustee!" heretofore created for membership in said fund 
on or before Jun~ ao. 1974; provided, that such person shall make a lump-sum 
payment of five dollars ($5.00) per month retroactively to the time he first 
became eligible to become a member, plus interest at an annual rate of four. 
perren t (4';,) for each year of his retroactive payments. Upon making such 
lump-sm'll payml'nt. such person will be given credit for all prior service in the 
same manner as if he had made application for membership at the time he first 
became eligible; provided, further, that any member who made application ror 
membership subsequent to the time he was first eligible and did not receive 
credit for prior service rna\' receive credit for such prior service upon lump-sum 
payment of five dollars ($5.00) per month retroactively to the time he first 
became eligible. pit!::! interest at an ::mnual rate of four percent (4'k) for each 
year of his retroactive payments. Upon makin.g such lump-sum paY!TIel'!ts, the 
date of memben,hip would be the same as If he had made apphcatlOn for 
membership at the time he was first eligible. 

Nothing in this section shall be constrned as modifying or changing any 
provisions of Article 3 of Chapter 118 of the Generai Statutes except as herein 
expressly provided. (1973, c. 578, ss. 1.2.) 
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§ 118-21. Powera and duties of{ board of t:ruSUloo. - The board of trustees 
shall have the power and duty to request appropriations out of the general fund 
for administrative expenses and to provide for the financing of this pension 
fund. to employ necessary clerical assistance, to determine all applications for 
pensions. to provicil' for the payment of pen~iolls hereunder, to make all 
necessary rules and regulations not inconsisten t with law for the government 
of said fund, to pn'l't'ribl' rules and regulations of eligibility of persons to 
receive hereunder. hI expend funds in accordance with the provisions of this 
Article, and genN'llly to exercise all other powers necessary for the 
administration of the fund created by this Article. (1957, c. 1420, s. 1; 1959, e. 
1212, s. 1.) 

§ 118-22. Stare TreasW"er to be custodiml of fu~d; apprropriationa; 
contributions to fund; expenditures and investments. - The State Treasurer 
shall be the custodian of the North Carolina Firemell's Pension F'Jnd. The 
appropriations made by the General Assembly out of the general fund to 
provid .. mo;;pv for administrative expenses shall be handled in the same 
;il!~NF5r llSi ~llY othpf general fund appropriation. One fourth of the 
;.)ppnp.f'i1'uitin mink out of the general lund to provide for the financing of the 
p,.,hs.im, fUfltl ;"ha!l be transferr~d quarterly to a special fund to be known as the 
Nf;~Hl t',!l,dina F.n:rnen''l :PeJision }"und. There shall be set up in the State 
r,,'<.'o;~~W. r':; r.Hiet' II :4pet:i .. i fund to hI.' known as the North Carolina Firemen's 
P!'nsi;~r; hHl1i, anrl ~1li contributions made by t.hp members of this pension fund 
allaH ~u d\iP!i~ited ill .;aid 5pecial fend. All expenditurps for refunds, 
investment!' Of belif'i'W.'1 ahl!1! be in thrc ;.;amf' manner as expenditures of other 
special funds, The ilitpn:3t 011 such inVf.'ltmcnt» ~hall be credited to this special 
fund. The State Trl'a'lurer shall have authority to inv!!~t all moneys in said 
fund not immediately needed for refunds or benefit!', in any of the following: 

(11 Obligations of the United Stules or obligations fully guaranteed both 
as to principal and interest by the United States; 

(2, Obligal.ioTIl' of the federal intermediate credit banks, federal home loan 
banks, Federlil National Mortgage Association, banks for 
cooperatives. and federal land banks; 

(3) Oblig2,tiom~ of the State of North Carolina; 
t 11 C;l'nl'ral .')iJliguLiolls of other states of the United States: 
(5) General obligations of cities, counties, and special districts in North 

Carolina; 
(6) Obligations of any corporation within the United States if such 

obligations bear either of the three highest ratings of at least two 
nationally recognized rating services; 

(7) Notes secured by mortgages on real estate located within the State of 
North Carolina and insured by the Federal Housing Commissioner, or 
his successor or aSSIgns, or in debentures issued by such 
commissiom·rs. which are guaranteed as to principal and interest by 
the United States or by the Federal Housing Administration, an 
agency of the United States government, or by some other agency of 
the United States government; 

(8) In t:ertificates of deposit in any bank or trust company authorized to do 
business in North Carolina in which the deposits are guaranteed by 
the Federal Deposit Insurance Corporation not to exceed the sum of 
twenty thousand dollars ($20,000) in anyone b11nk or trust company; 
and 

(9) In the shares of federal savings and ;oan associations and State 
chartered building or savings and loan associations in which depo~its 
are guaranteed by the Federal Savings and Loan Insurance 
Corporation, not to exceed twenty thousand dollars ($20,000) in any 
one of such aSf.ociations. 

Subject to th(' limitations sct forth above, the Treasurer shall have full 
power to hold, pllr~·ha~e. sell, aSBign, transfer and cii!;pose of any of the 
securities and investnH.'nts in which any of the funds created herein shall have 
been invested, as well as the proceeds of said investments and any moneys 
belonging to said funds, (195'7, c. 1420, s. 1; 1959, c. 1212, s. 1; 1961, c. 980; 1971, 
c,30.) 
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§ 118·25. Monthly pensions upon retirement. - Any member who has 
served 20 years as a fireman in the State of 1.[ orth Carolina, who has been an 
"eligible fireman" for two years immediat··;, precedin{5 his application for the 
payment of a pension hereunder and who is· [herwise ehgible as provided in G.S. 
118·23 hereof, and who has attained the age of 55 years shall be entitl~d to be 
pai~ from the fund he~ein created a,l,!lonthly pension. Said mon~hly p~nsion shall 
be m the amount of fifty dollars (!)iDO.GO) per month. Any retired fireman who 
is receiving a pension in an amount of less ~han fifty dollar:; ($50.00) per month 
prior to Julv I, 1977, shall receive a pension Hi an amount of fifty dollars ($50.00) 
per month beginning .July 1, 1977. 

Members shall pay five dollars ($5.00) per month as required bv G.S. 118·24 
until retirement from active service or until they shall have made 'said monthly 
payments for a period of ~o years, whichever first occurs; provided. any member 
retiring after 20 years of service, but before reaching the age of 55 ye<"k's" sh211 
continue to pay the monthly payments requirp.d by G.S. 118·24 In order to 
continue his membership in the fund until he shall reach the age of 55 or until 
he shall have 'paid said monthly payments into the fund for 20 years, whichever 
is the earlier. Upon reaching retirement age and being otherwise eligible he shall 
receive a pension as set out above. Notwithstanding the above provisions, no 
person t;hall receive a pension hereunder prior to January I, 1960, but those 
persons eligible and ret!ring prior to said date who have paId into said fund five 
donal's ($5.00) per month with respect to a period of not less than 12 months or 
sixty dollars ($60.00) whichever occurs first, shall be entitled to a pension in the 
amount of fifty dollars ($iiO.OO) per month. 

Any member who is totally ani:i permanently disabled while in the discharge 
of his official duties as a result of bndily injuries sustained or as a result of 
extreme exercise or extreme acti·;:ty experienced in the course and sr~r'pe of his 
official duties and who lea yes the fire service because of this disability shall be 
eDtitled to be paid from the fund a monthly benefit in an amount of fifty dollars 
($50.00) per month beginning the first month after his fifty-fifth birthday. All 
disabilities are subjct:t to t ht' appr lal of the board of trustees who may appoint 
physicians to examine and lor (lV' .ate the disabled member prior to his approval 
annually and at their discretitm. Any disabled member shall not be reqUIred to 
make a monthly payment of flve dollars ($5.00) as required by G.S. 118-24. 

The pension herein provided for shall be in addition to all other pensions or 
benefits provided for under any other statutes of the State of North Carolina or 
the United States, notwithstanding any exclusionarv provIsions of other 
pensions Or retirement systems provided by law. (1957, c.

v

1420, s.l; 1959, c.1212, 
s. Ii 1961, c. 980; 1971, c, 336; 1977, c, 926, s. 1.) . 

§ 118.26. Paymen~s in lump sums. - The board of trustees shall direct 
paymeri~ in lump sum!; from the fund in the following cases: 

(1) To any fireman. upon the attaining of the age of 55 years, who, for any 
reason, is; ,t qualified to re-:l~ive the monthly retirement pension and 
who was enrolled as a tIIt!mber of the fund, an amount equal to the 
amount paid into the fund by him; provided. this provision shall nl be 
construed to preclude a.ny active fireman from completing the reqUliOite 
number of years of active service after attaining the age of 55 years 
AS may be necessary to entitle him to the pension as herein provided. 

(2) If any fireinan di ... , before attaining the age at which a pension is 
payable to him undL'r the pro\'isioll', of this Article. there shall be paid 
to his widow, or if there be no widow, to his child or children, or, if 
there be no widow Uf children. then to his ht'irs at la \\' as may be 
determined by tlH~ board of trustees or to h is estate. if it is 
administered and there are no heirs, an amount equal to the amount 
paid in into thp fund by said firemnn. 

(3) If any fireman dil''; after be~jnning to receive the pt'nsion herein 
pt'orided rOI'. and he!'\I\'p I'l't'l,j\ll1g an alllollnt equal to the amount paid 
into the fund by him. there shalllw paid to his widow. or if thl're be no 
wido". thtm to hi.; child or ddldren. or if there be no widow or 
childr('n, then ttl his. ht'irs at law as may be determined by the board 
of trustees, 01' to his e:;tate, if it is administered and theTe ar~ no heirs, 
an amount ('qual to tlH' differenc(' het ween the amount paid into the 
fund by the said fireman Hnd the amount received by him as a 
pensioner. 



, . 

(4) Any member withdrawing from the fund shall, upon proper 
application, be paid at! moneys such indiddual contributed to tht· 
lund, provided. if all or anr part of the mone~'s co.ntributed to lht> 
fund with respect to such member shall ha\'e been paId hy any pel'~on. 
firm or corporation other than the n', 'mber and notification of :;ueh 
action shall have b€'en made to the b·ard of trustees at the time of 
said contribution and each of them. 'In, upon proper application. h:. 
such other person, firm or corpor~tjll, .. said moneys contributed to the 
fund shall be paid to such other p( '·50r., firm or corporation originally 
contributing the same. upon the w. h(~l'awal of said member. (195;, (" 
1420, s. 1; 1959, c. 1212. s. 1;1977, c. 926, s. 2.) 

§ nS-21. ho ll"fll:S l"OOuetnolll oli' helllefil:1'I wbe1lll fund m3ufficie1llltt to J\}Q.y illl 
trW!. - If, for any reason, the fund hereb~' created and made available for any 
purpose covered by this Article shall be insufficient ~.o pay in full any pension 
benefits. or other charges thereupon then all benefits or payments shall be 
proratably reduced for such til:le and in such amount as such deficiency exists; 
provided, no claim shall accrue \"ith \'espect to any amount by which pension or 
benefit paj.'ments shall have bee:l so ·educed. (1957. c. 1420, s. 1; 1959, c. 1212, s. 
1.) 

§ 118-28. Pl"ovision§ 8ubj~c~ '.0 future iegialatirve cllumge. - The pensions 
provided herein shall be suhject ,0 future legislative change 01' revision, and no 
mcm\}er of the funt~ or any rJ!~l'son. shall he deemed to have acquired any 
vested right to any pension or olher payment herein provided. (1957. c. 1420, s. 
1; 1959. c. 1212, s. 1.) 

§ I i8-29. Determination of cl1'edUable service; information furnished by 
applicants for membership, - The boar~ of trustees shall fix and determine 
by appropriate rules and regulativns the number of years' credit for service of 
firemen. Firemen who are now serving as such shall furnh;h the board with 
jnf(Jrr1i~tion upon applying for membership as to previous service. (1957, c. 
1420. s. 1; 1959, c. 1212, s. 1.) 

§ 118-30. Length of service not afilSCtad by Berving in more than one fire 
depSl'tment; transfer from one department to &nolliell" - A fireman's length 
of service shall not be affected by the fa('t that he ma~ .. have served in more 
than one fire department as defined in G.S. llS-23, and upon transfer from one 
department to another, notice of such fact shall be given to the hoard. (1957, c. 
1420, s. 1; 1959, c. 1212. s. L) 

II 118·31. Effect of m!:moer being six months delinquent in making 
monthly payments. - Any member who becomes six months delinquent in 
making monthly payments as req!lired?y G.S. 118·24 of this Article by the t;.ent.h 
of the month with respectr.o whIch said payment shall be due shall forfeit hiS 
membership in the fund. (1957, c. 1 ~20, s. 1; 1959, c. 1212, s. 1; 1977, Co 926, fl. 

3.) . " . 

§ 118;.32. Exemption of pensiong from attachment, etc.; rights 
!lonassi(Olahle. - The pensions herein provided shall not be subject to 
attachment, garnishments or judgments against the fireman entitled to same, 
nor shall any rights in said fund or pensinns or benefits therefrom be 
assignable nor shall the pensions be su bject to any State or municipal tax. 
(1957. c. 1420, s. 1; 1959. c. 1212, s. 1; 1969. c. 486.) 
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Cli. 143A. STATE GOVF,RNMF,NT HlWRGANIZATlON 

ARTICLE 1. 

General Provisions. 

§ 143A~6. Typas of trransie1!'s. - (al nder this Chapter, a type I transfer 
means the transferrlng of all or part If an existing aj:lency to a principal 
department establish<'d by this Chaptl'r. When all or part of an:: agenc~' is 
transferred to a principal depa.rtment under a tvpe I transfer, i{S statutorv 
authority, powers, duties, and functions, recurds, personnel, prQpert~~, 
unexpended balances of' appropriations, allocations or other funds. 
including the functions of budgeting and purchasing, are transferred to the 
principal department. 

When any agency, or part thereof. is transferred by a lype I transfer to a 
principal department under the provisions of this Chapter, all itE. prescribed 
powers, duties, and functions, Including but not limited to rule making, 
regulation. licensing, ami prolllulation of rules, rates, regulatinns, and 
standards, and the renderin~ of find ings, orders, and adjudications are 
transferred to the head of the principal department into which the agency, or 
part thereof, has bCl'n transferr{'{\ . 

(b) Under this Chapter, a type II transfer meana the transferring intact of' 
nn existing agency, or part thereof, to a principal ~epartment established ~Y ~hm 
Chapter, Wlien any agency, or part thereof, IS transferred to a prmcip.BJ 
department under a type II tl'an(;fer, that a~ency:, or part thereof, shall be 
administered under the direction and supervisIon of that principal department 
but shall exercise all its prescribed statutory powers independently of the he;;d 
of the principal department, except that under e. type II transfer thG 
management functions of any transferred a~ency:. or part thereof. ohcll be 
performed under the direction and superviSIOn of the heed of the pE"1ncip~l 
department. 

(c) Whencv('r the term "management functions" is used it shall mean 
plannj~g, organizing, staffing, directing, coordinating, reporting and 
budgetmg. C1971, c. 864, s. 1.) 
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STATE OF NORTH CA~Ol.BNA r fCJSLATlVE SERViCe ~. 
DEPAIFfilMENY OF THE T~EASU~E~,S1k 

RIE:TIREMr!NT Ai\l[O I-UEAL TN ISlENEFUYZ DIVISiON 
A!..I6r.l:MARL.E I6UILDING 

I-lARl.L\N 1::. BOYLES 
O'J'ATr! TAEASIJRl:m 

RAl.!E:1C'.sH 27611 

October 28~ 1977 

The Honorable Harold H. Hardison 
Chuirman of the Subcommittee on Retirement Matters 
Legislative Research Commission 
State Legislative Building 
Raleigh, North Carolina 

Dear Senator Hardison: 

W. H. HAMSl.fiITON 
OIrlECTOn 

I have received the invitation of the Subcommittee on Retirement M~tters 
through Mr. Terrence D. Sullivan~ Counsel for the Subcommittee, to attend and 
participate in your meeting to be held on November 2~ 1977. 

Unfortunately, I have a prior commitment to represent the Governor at 
the Conference on Balanced Growth and Economic Development in Hickory on 
this same date and will be unable to attend your meeting. I am directing 
Mr. W. H. Hambleton, a Deputy Treasurer and the Director of the Retirement 
and Health Benefits Division, to represent me and the Department of State 
Treasurer at the Subcommitteels meeting. 

I understand that a primary duty of the Subcorronittee is to make a 
recommendation dS to whether the Law Enfor'cement Officers' Benefit 8nd 
Retirement Fund (LEOBRF) and the Firemens' Pension Fund (FPF) should be 
transferred from the Department of State Auditor to the Department of State 
Treasurer. 

While I am not coming to the Subcommittee to advocate the transfer, I 
do see and appreciate many of the advantages and economies that may result 
in the consolidation of the management of the various retirement programs 
sponsored by State and local government. It is for this reason that we would 
accept the responsibility and the challenge of the transfer should the 
Subcommittee in its wisdom elect to recommend the transfer by legislative 
enactment. 

As to the other duties of the Subcommittee to examine a plan to require 
participation of employer's in the basic benefit fund of the LEOBRF and 
alternate methods of funding both the LEOBRF and the FPF, I feel these an: 
pol icy considerati ons that, after di scussion with the affected employers 'I 

should be left to the discretion of the General Assembly. 

The Retirement ami Health lIcnerill\ nlvu.ion Indurle_ the Teacloer'" and State EmplOYeell' Retirement BYBtem, North Carolina Loeal (;overnmentnl Employ.,.,.' 
Retlrcm.nt Sy.t<m. Unlr .. rm .1ucliriRI Retic'omenl Sy.l...". Unlrorm SulicltorlJ<l Retirement SYIt.fm1, Uniform Clerk. of Court Retirement Sy,tem, Lelrllllntlve 
Retirement r'uncl. Public Employe .. ' Such.! Secllri(y A",enoy, nnd tice Dlvl.lon 0 ( He"lth Bendltll lor TeliChel'll anrl StHte Emp)oyeetl. 
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The Honorable Harold W. Hardison 2 October 28, 1'977 

Please be assured of our complete cooperation and willingness to 
assist the Subcommittee on Retil"em~nt 1\-1£ltters in any l:Jay we can. 

With highdst regards, I am 

HEB:ebs 

cc: Mr. Terrence D. Sullivan 
Mr. Ii. H. Hambleton 
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T3USTEE5 
tr.:m-OP'f'ICIGI 

CtlAmMAU 

r4!;~mt( L. omOcHrS 
GYAVE: AU(lIYOCI 

CL.ARA JEMJ PITT~1AN 
!1:ltECUnVr:; SIOiCnnM1V 
TEt.. NO. 7lJ3-lJZ7tJ 

YEAR 

1961-62 
1962-63 
1963-64 
1964-65 
1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 
1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 

(S~~ '1 D ~,.n:': 0 ~~C;, 
!:~:::,( J tP9 C'l ! 
",?q".;) 
/: \. ",), 

75~~:J6t;." Q9~,~ 

Z' 75i·~ :~:;2 
';1(JCj ~ f,) 0/ .~ (,) Off 

:c v ~; :tOo (f.; 
1. ,1.9~·IV 91)i. o':~3 

Total Tax Collections through June p 117 

Total State Contributions (Regular 
Plus: Special State Contribution;:, 2.973-7£, 

Total State Contributions 

L-1 

" 

TrJUST(!E:S 
WPOINTEO) • 

!lVtlCV c. [!:GGClrln. Jr:l, 
(JOONa 

O(lNNI5 M. FOubMtlt: 
SANFORD 

'OAYNC! B. HAPttal'Jr; 

ROCIl v MOUNT 

STATE 
CO~JTRI BUT! ONS 

$235~OOO 
235~OOO 
235?OOO 
235 nOOO 
460 9 000 
l~60DOOO 
l,93?300 
li;93 n300 
l~97 9600 
497~600 
497 9 600 
497 p 600 
700~600 
859~(51 
882,036 

.....J3~82-"036~ 

S8, 161 /}23 

$11 ~ 5.56,368095 

8» 161 ,l;23000 
1,885 8534000 

$10,046»957,,00 



THE HI STORY ~ FINANCING ~ nX!~NEFITS c, 

LAW F.NFORCENENl' oPFrCr~L;LS g 

created by Legislative Act 

to provide benefits to 

Initial legislation crest 

killed in the line of duty "Jou.lci 

nal purpose of the Fund rerwlli:r"s 

benefits thereunder are 1. 

the amount of $19000!) 6l ~vldotvg 8 3i. 

on account of each sU'E."Vivlng 

vide that!) effective July lSI 19":~O,) th(:; 

a retirement income plan for quali 

(} 

" ~ ." 

number of very ba.sic provisions:,> t.ht=: BOaltd oi: Cc:m.i71issiot1;';':'ltS 'l'J'«i28 giv~n 

the authority and the responsibilit.y of dG;veloping the:; prog'iC@.1ilo 

The original retirement divi.sion of the prE'ogre!ITl prov:tded flOr fml!d"~ 

ing by member contributions equal to 3% oE gross i.ncrnne and by court 

cost receipts which were increased to $2 (} 00 pGll· c~irili1ll81 ceceo tv1Gmlb&rk:' 

--------



. . 

·_-----.--------------_ .. ----- -

~ ... ----.<-----"" ... -, . .-.,-

con:i:ribut.ions i"Jere inc'i-:cas(,~cl t.o 5~6 in 19~;g D1ll.cl t.o 6% in 19770 Court. 

withdraw'al of a me:m.ber prio'l' t.o 'Jce~:11C'GlJ;.!lelil't~1 any spt;;;;cial cOk"llt.ributiono 

standing to his credit i-1OUlcl be 'l'Gtu;;;!l1C?d to t.he SOl.JlT.Cca fTeom t-Jaich t.h.cay 

cameo In 196" l) the s·tmt'Ult.e Z'\7QS am£ilGteo tc p'E:'ovide t.hat special contri-

butions~ by the member Dr his 6mployerl) could be xnade retroact.ively 

and that total specimJ_ contTeibut.io11ils" both li:Gt.roact.ive and subsequentl) 

could be in the. aggregate of not lilaO'i:8 tl:il[:l'i;1 157; of. the !ia(:;niberu s compoosa= 

Since the enabling 199islat.ion for special contribut.ions in 1949~ 

an ever increasing percent.age of the membership r~s had special cont~i­

~~tions made on its behalfo The ~ates of special contributions range 

from 1% to 12% of g~oss earnings and a significant numbe~ of retroactive 

payments have or ar~ presently being madeo 

In 1973~ the General Assembly recognized the need for a uniform 

retirement program for all law enforcement officers with an improved 

f1-2 



level of benefits o As a result!) legislation 't-Jas enacted t.o authorize 

the transfers of memberships of lavJ ej[i1Z(n~c(~mr:;nt. officers then enroll.ed 

in the Teachers v and State Exnployees g Ltcti'L<Zillent Sy~3e:<:.{m or t.he Local 

Officers W Benefit and Retirement Fund" The leg:~ ClISlO ~1f'En·o= 

of the transferees and to cover ·the addiY °onal funding Irequ:tre2118niCs 

resulting from the implementation of an upg1.clded b('~neZitG fcn:mulr3o 

contributions ll court costs ll and the ea'iuings OTIi irr'Vestmen~;,:3 ar@ Jln@i!:1e= 

quate to cover the funding requit'erl1ent.s of. the pres~1i1.t:. program" 

The implementation of the ne'tv retirl2.ment program providi:ng w hi.ghar 

level of benefits was effect.ive .July 1;;> 19730 The 1917 Session of the 

General Assembly made several arnenmnents to provide improved benefitso 

The program nO'iq provides for a nOw!al r.etiT€2iK::::nt age of S5 and an 

early retirement age of SOc For nOl~al ret.ir~~ent9 a miniIT~w of 10 

years of service is required - for early retir~ue1i1.ts 15 years is ~he 

minimum 0 M'Sllbers with one year of service are eligible for disability 

retirement if a disability results from au acciden'i: oCCU't''lt:'1L'K1G; tv'nile 

in the actual performance of dutyo Othen~seD disability retirements 

require a minimum of t:~m, '::',(6 f':~. serviceo 

Under the present program, retiring officers r~ceive a basic 

retirement. allowance calculated by fO~AnUla and fUIlded by regll1er con= 

tributions, court costs, income from invest.ments 9 and legislative 

appropriations 0 Special contributions made by the member or his 

employer continue to provide a money purchase special pension which 

is in addition to the member's basic allowanceo 

~1-3 
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The formula for calculating basic ordinary retirement allowances 

includes the use of a four year average final compensation(l' One and 

filty-five one hundredths per cent of that average is multiplied by 

the years of service at retirement and, if the member has less than 

30 years, that amount is reduced by four per cent for each year that 

retirement precedes age 55. Basic disability retirement allowances 

are calculated by multiplying one and fifty-five one hundredths per cent 

•. of average final compensation by the years of service that a member 

. . would have accumulated, had he remained in service to age 55 • 

Any member who has had special contributions made for his credit 

receives, in addition to his base allowance, a special allowance. The 

special allowance is in the form of a straight life annuity, based on 

age at retirement and the value of his special contributions account 

at retirement. 

Since July 1, 1975, members of the Law Enforcement Officers' 

Benefit and Retirement Fund have been permitted to restore withdrawn 

contributions and to purchase credit for military service. Such an 

act does, however, require certain employer funding and only a portion 

of employers are participating in ttLis phase of the program. 

The Separate Benefits Division of the Fund was created by an 

amendment to our statute in 1965. The amendment provided for the 

funding of the benefits by increasing the court cost assessment by 

$1~00. It provided for the payment of a benefit upon the death of an 

officer and for disability income resulting frOm the officer's hospitali­

zation or from his temporary disability resulting from accida~tal 

injury. Presently, the death benefit paid is $5,000 and officers are 

paid benefits at the rate of $20 per day if hospitalized. If disabled 

as a result of injury and hospitalization is not required, the officer 

receives benefits at the rate of $60 per week. 

1'1-4 
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Retired officers who accumulated 20 or more years of creditable 

servi~e remain eligible for benefits from the Benefit Fund. 

The benefit paid on account of the death of a retf~ed officer is 

$3,000 and, until attaining age 65, he remains eligible for hospital 

benefits at $20 per day_ 

With reference to your request for my commenys on Section 4, 

Chapter 972 of the 1977 Session Laws, 

(1) I am of the opinion that some permanent plan for financing 
• • 

benefits should be provided, but at this time, I do not feel _. 

that I am in a position to make a 1ecommendation relative to 

the source of such funding. 

(2) I have no objection to transferring the Law Enforcement 

Officers' Benefit and Retirement Fund to the office of State 

Treasurer under a type II transfer, should the legislature ~ 

see fit to do so. 

(3) If some permanent type of funding is not immediately provided, 

I strongly feel that the legislature should resume its fund­

ing of our present requirements that are not covered by 

member's contributions, earnings on investments, and court 

costs. This feeling is based on my belief that North Carolina 

cannot afford to allow the retirement benefits that it pro­

vided for law enforcement officers in 1973 to become jeop­

ardized. 

(Remarks by Henry 1. Bridges, State Auditor, before subcommittee on 
retirement matters, the Honorable Harold W. Hardison, Chairman, on 
November 2, 1977). 
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APPENDIX N 

STRUC'IURE OF 
THE LAW ENFORCEMENT OFFICERS' BENEFIT AND RETIREMENT FUND (LEOB&RF) 

G.S. 143-166 11/1/77 

~ Governing Authority G.S. 143-166 (b) 

a. 

b. 
c. 

d. 

Name - Board of Commissioners 
Law Enforcement Officers' Benefit & Retirement Fund 

Membership - Seven Members 
How Appointed - Three ex officio members (Auditor, Treasurer, 

& Insurance Commissioner) plus four appointed 
by and serving at the pleasure of the Governor. Tenure 
(A sheriff, a police officer, a state-employed 
officer, and a representative of the public at 
large.) 

~sons Eligible for Membership G.S. 143-166 (m) 
All officers employed by the State of North Carolina or any 
political subdivision thereof, who are clothed with the full 
power of arrest and whose primary duty is that of enforcing 
on public property the criminal laws of the State and/or serv­
ing civil processes. 

Vesting Period G.S. 143-166 (j) 

Ten years 

Disabilit~ Retirement (Rule .0509) 
a. Years of Service - 1 year if line of duty = 10 years otherwise. 
b. Age - Any age 
c. Formula - BASIC ALLOWANCES - 1.55% of AFC times years of service 

which would have acCUt'1IUlated, had employment continued 
to age 55, plus a SPECIAL ANNUITY which shall be t~e 
actuarial equivalent of special contributions at 
retirement. 

Early Retirement G. S. 143-166 (y) 
a. Years of service - 15 
b. Age - 50 
c. Formula - BASIC ALLOWANC& - 1.55% of Average Final C~pensation 

times years of service, reduced by 1/3 of 1% for each 
month by which date of retirement precedes 55th birth­
day, plus a SPECIAL ANNUITY which shall be the actuar­
ial equivalent of special contributions at retirement. 

Normal RetirementG. S. 143-166 (y) 
a. Years of Service - 10 yrs. at age 55 or any age with 30 yrs. 

service. 
b. Age - As in (a) 
c. Fonnula - BASIC ALLOWANCE - 1.55'0 of Average Final Compensation 

times years of service, plus a SPECIAL ANNUITY which 
shall he the actuarial equivalent of special contribu­
tions at retirementu 

(Continued) 
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Death Benefi't Fonnu1g G.S .. 143-166 (t) ~ Rule .0602 

Separate Benefit Fund provides a $5,000 benefit at the death ~ 
of an active participant and a $3,000 benefit at the death of 
a retired participant. 

Investment Committee 

No investment committee 
By action of the Board of Connnissioners, the authority to 
manage funds was given to the State Treasurer on July 28, 1977. 
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APPENDIX 0 

OU~INE ·OF FINANCIAL INFORMATION CONCERNING 

THE IAW ENFORCEMENT OFFICERS' BENEFIT AND RETIREMENT FUND 
(G. S. 143-166) 

11/1/77 '" 

a 

!',.age 

Number of Members •••.••••• • • • • • D • • • G • 0 • • • • • 0 • • • • • a 0 

Not Receiving Benefits. 
Receiving Benefits •. 
Total .............. II ••• 

.. 
.. 

contributions. ••• a •••••••••• "' •••••• oa •• o •••••• OCl'!ltGO ••• 

Employee .. ., . 
Dollars .•• ~ 0 D # D 0 0 • • 

% of salary •• , • 0 ... 
state Agencies. • • .. • • ~ • ~ 0 • 0 0 • 0 0 0 • 0 ~ 0 Q 0 0 0 • 0 • 0 0 0 . . Dollars ••••••. 

% of payroll. • ~ • • • 0 • • • ~ • • • • ~ o 0 0 • 0 0 0 0 0 • 0 .00 0 

Local Governmental units •• 
Dollars •••••• • • • • • • • • • • • QQ. ~ • 0 • • o • 0 

% of payroll ••• ...... 00 ., ~ 0 0 00. 000 

General, Highway & wildlife 
Funds Appropriations •••••• • • 0 0 • • 0 0 0 • 0 • e 0 000 0 0 • 0 a 0 

Court Costs ••••.•••• u • • • • • • • • • 0 • • Q 0 0 0 0 0 • .0. • 0 • a • Q 0 0 

Total contributions. • • • • • • • • aDO 0 • 0 ., 0 0 Q 0 0 0 0 0 0 0 Q 0 • D • 0 

Investments •••••••••• • • • • • • • • • • • • • g • a 0 ~ 0 0 0 • 0 0 • • 000 0 • • 0 

Total Investments •••••••• 
Earnings on Investments. 
Earnings on Investments 

• 0 • 3 • 0 Q • 0 

o • 

. . . .. 
Per.centage of Total 

as a 
InvestmeI"J,ts. • • • • 0 0 0 • a 0 • • 0 Q • • e 

Total Assets ••• ••••••••••••••••••• 0 •••••••• 0 ••• (10 ••• 0 • . 
Disbursements •.• • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • a • • • • • • 

Retirement Benefits. 
Refunds ....••....•.. 
Interest credited to 

Members' Accounts •• 
cost of Administration. 
Tota,l payments ••••••••• 

. . 
. . 

• • • Q .0. • . . . . 

. ... . ..... . ... . . . . . . . . . 
a = prepared by the Department of state Auditor 

1 

1 
1 
1 

21 3 

:2 
2 
2 

2 
2 
2 

2 
2 
2 

3 

3 

3 

4 

4 
4 

4 

4 

5 

5 
5 

5 
5 
5 



11/1/71 

FINANCIAL INFORMATION 

LAW ENFORCEMENT OFFICERS I BENEFIT AND RETIREMENT FUND (LEOBRF) 

Number of Members 

ye!!: Not Receivin~ Benefits Receiving Benefits Total --
1965 2732 317 3049 
1966 2£86 320 3206 

1967 3087 333 3420 
1968 3367 346 3713 

1969 3602 355 3957 
1970 3923 364 4287 
1971 4228 382 4610 

01972 464/~ 403 5047 I 

J\) 1973 5058 422 5480 

1974 5991 480 6471 
1975 7046 562 7608 
1976 7807 638 8445 
1977 8079 691 8770 
1978 a 8400 790 9190 
1979 a 8800 900 9700 
1980 a 's 9300 1000 10300 

a = projections by the Department of state Auditor 
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1965 

1966 

1967 

1968 

1969 

1910 

,e 

~ 1911 

1.912 

1913 

1914 

1915 

1976 

1917 

1978 a 

1979 a 

1980 a 

$ 

!.mp1 oyee 
Dollars % ~f salary 

703 570 5% 

769 886 .11 

889 695 " 
1 029 405 " 
1 193 038 " 
1 398 437 II 

1 630 045 " 
1 878 870 II 

2 165 266 " 
2 569 604 " 
3 383 627 " 
4 351 241 " 
4 646 889 II 

6 100 000 6% 

6 700 000 " 
7 400 000 " 

$ 

1 

1 

1 

1 

( 

LEOBRF (continued) 

contributions 

state Agenci es 

. 
'. 

Dollars ro. of payroll 

283 298 5% 

319 057 " 
366 594 " 
412 978 " 
464 650 11 

509 837 " 
562 255 It 

772 039 " 
872 748 " 
006 230 " 
188 718 " 
25g ~12 /I 

364 218 " 
1 500 000 It 

1 670 000 " 
1 865 000 ff 

a = projections by the Department of state Auditor 

( 11/1/77 

$ 243 832 

371 477 
339 491 
407 387 

.500 302 

639 541 

798 164 

816 317 

1 023 593 

1 287 843 

1 915 967 

2 408 572 

2 756 698 
3 000 000 

3 330 000 
3 735 000 



1965 

1966 

1967 

1968 

1969 . 

1970 

-1971 
6 
}1972 

1973 

1974 

1975 

1976 
" 

1977 

1978 a 

1979 a 

1980 a 

General,_H!ghway & Wildlife 
Funds Appropriations 

$ o 

" 
11 

" 
" 
" 
" 
" 
" 

'2 098 929 

. ,,'2 098 929 
2 550 685 

2 753 944 

2 565 000 

1 4)2 450 

1 432 450 

----------------------------------------------~--------.-.----

LEOBRF (Continued) 

contributions (conti.nued) 

court coatI!. 

$ 909 196 

1 374 221 

1 493 760 

1 735 853 

1'966 867 
2 095 149 

2 089 999 

2 166 330 

2 280 874 
2 259 669 

2 389 715 

2 301 040 
2'184 037 

2 200 000 

2 200 000 

2 200 000 

11/1/77 

Total f~ontributions 

$ 2'139 896 

2 834 641 

3 089 540 

3 585 623 

4 124 857 
4 642 964 

5 080 463 

5 633 556 

6 342 481 
9 222 275 

10 976 956 

12 871 450 

13 705 786 

15 365 000 

15 332 450 

16 632 450 

a .. projections by the Department elf state Auditor 

, .. , 
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( ( ( 11/1/77 

LEOBRF (continued) 

Investments 

Earnings on Investments 
as a percentage of 

~ Total Investments Earnings on Investments Total Investments Total Ass ets 

1965 $ 27 777 005 $ 962 820 4.11% $ 28 111 751 . 

1966 30 925 406 1 107 790 4.26% 31 348 317 

1967 34 173 824 1 297 790 4.51'70 34 702 553 

1968 38 047 015 1 493 123 4.63'70 38 669 356 

1969 42 352 242 1 767 201 4.90% 43 042 725 
1970 47 755 830 2 104 707 5.29% 48 484 274 

01971 53 843 10l!. 
I 

2 562 246 5.58% 54 677 860 
V1 1972 61 159 224 3 130 556 5.83% 62 141 897 

1973 68 876 nll5 3 668 118 6.08% 70 111 745 

1974- 82 698 147 4 369 118 6.64% 84 395 356 
1975 100 594 185 5 772 409 7.01% 102 841 714 '" 

1976 121 134 041 8 069 639 7.35% 123 472 876 
1977 139 581 790 9 710 366 7.50% 142 432 423 
1978 a 158 000 000 11 325 000 7.60% 160 000 000 
1979 a 180 000 000 13 000 000 7.70% 183 000 000 

1980 a 200 000 000 14 825 000 7.80% 203 000 000 

a = Projections by the Department of state Auditor 

... 
page 4 .. 
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LEOBRF (Continued) -
Disbursements 

Interest credited to cost of 

!!!~ Retirement Benefits Refunds Members' Accounts Administration Total payments 

1965 $ 371 751 $ 288 270 $ 291 339 $ 41 316 $ 992 676 
1966 404 414 404 728 319 213 46 616 1 174 971 

1967 452 950 382 525 350 989 57 401 1 243 865 
1966 511 273 391 090 388 806 69 359 1 360 528 
1969 585 505 457 747 434 355 67 895 1 5l.5 502 

1970 673 694 399 454 486 956 80 275 1 640 379 
1971 736 202 396 120 558 715 72 780 ~ 763 817 .J. 

01972 848 339 586 307 642 267 76 449 2 153 362 ,\ 

:J) 1973 941 797 718 979 727 232 72 335 2 460 343 
1974 1 167 108 782 267 1 083 002 94 780 3 127 157 

1975 1 611 339 1 122 448 1 393 918 104 073 4 231 778 

1976 1 996 023 1 027 775 1 766 792 121 726 4 912 316 

197~ 2 323 102 1 631 514 2 054 705 140 782 6 150 103. 
1978 a 2 800 000 2 000 000 2 500 000 140 000 7 440 000 

1979 a 3 500 000 2 400 000 3 000 000 147 000 9 047 000 

1980 a 4 500 000 2 800 000 3 500 000 154 000 10 954 000 

a = projections by the Department of state Auditor 
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.A.PPE\'ID IX P 

GENERAL STATUTES OF NORTH CAROLINA 

CH. 143. STATE m:PARTMENTS, ETC. 

AmcLle: 12. 

Law-Enforcement o.f.ficerx' Benefit and Retirement Fund. * 
§ 1-413·:66. JLaw-l dfoJrcemen~ Officers' iBenefit and Retirement Fund. -

In) In every cdminal case finally disposed of in the criminal courts "of this 
Slate, wherein the defendant is convicted, or enter!' a plea of guilty or nolo 
l'untendere and is assessed with the payment of costs, or where the costs are 
~b~e:;sed against the prosecuting witness, there shall he assessE:d against said 
('onricted person, or against such prosecuting witness, as the case may ne, 
thn'e dollars ($3.00) additional cost to be collected and paid O\'er to the 
Treasurer of North Carolina and held in a special fund for the purposes of th is 
Artide. Two dollars ($2.00) of such costs shall be administered under 
"uhset'tions (b) through lql of this section, and one dollar ($1.00) shall he 
441lministered under subsections (rl through \ w) of this ·~ection. The local 
('ustodian of such costs shall monthh' transmit such mone\'s to the Statio' 
Treasurer, with a statement of the case in which the same ha~ been colleC'ted, 
l'~cept that the requirement to submit a statement of the casE: does not apply in 
,I!<;trict court coun ties. The costs assessed under this Article shall not apply to 
nolations of municipal ordinanct.'s, unless a warrant is actuall~' issued and 
"l·n·cd. A county 01' municipality shall pay no part of the costs or assessments. 

Two thirds of the moneys so received shall annually be set UlJ in a ~pt'dal 
fund to be known as "The Law~Enfol'cement 0fficers' Ben,..rh and Retirement 
Fund," 

tbJ For the purpose of dett'rminin~ the recipients of henefits under this 
"'l·('tl~n and th~ amounts tht'n'of to be disbursed and for formu[atin!{ and 
,makmg such rules anti reguhltions liS mar be essential for the equitable and 
lmllartial distribution of ~uch lwnl.'fils til 3nti among the persons entitled to 
l>uch benefit~. there i~ hereb'.' created a huard to he known as "The Bcsard of 
Commissioners of the Law~Enforcement Officers' Benefit and Retirement 
Fund," which shall consist of the State Auditor, who shall be chaIrman to,. 
officio of said Board. the State Treasurer, the State Insurance Commissionl'r 
and foUt' members to be appointed by tht:' Governor and to serve at his will (,m.: 
of whom shall be a sheriff, one a police officer, one from the ~roup of 
law-enforcement officers as hereinafter defined, employed by the State, and 
one representing the public at large. No member of said Board flf 
Commissioners shall recei\'t! any salary, compcnsatio=l or expenses other than 
that providl'd in G.S. 138-5 for each day's attendance at duly and reJ{ularl\' 
called and held meetings of the Commisl'ion, the total of which mcetings fo', 
which per diem may be allowable as herein provided not to excct'd eight 
meeting::; in anyone year. Four members of said Board shall constitutl' a 
quorum at any of said meetings, and no business Khall be transacted unles~ a 
q!.IOrum be lJresent. Ex officio members shall not rec~i\'e an.y per diem. 

(c) A~ soon as is practicable after March 13, 1941, and after the appojntm~nt 
of the four members herein authorized to be appointed by the Governor, thl' 
organization of said Board shall be perfected by the selection from its mem~r:-; 
of a vice-chairman. and secretary. to serve for a term of one ;rear and until 
their succeS!ion: shall ha\'c been elected and qualified, and by the selection by 
the Board, by a majority vote, of such employees as in the opinion of the Board, 
with the approval of the Go\'ernor, may be necessary for the proper handling ()( 
the business of the Board of Commissioners, such employee or such emploYl'cs· 
to hold office at the will of the Board of Commissioners. No employee of the 
Board of Commissioners shall during the period of such employment or during 
any leavE' of absence therefrom hold any public office, be a candidate for any 
public office, or enga!{e in any political activity whatsoever for or on behalf of 
any candidate for public office. either in the primary or election. The violation 
of the restriction herein c.ontained against political activity shall subject 
such employee to immediate discharge; and any such employee Who shall 
use any funds of the Commission for political purposes or shall incur anr 
expense whatsoever in connection with any political activity, paid or payable 



out of the funds of said Commission, shall be guilty o'f a misdeme4l.nor 
and upon conviction thereof shall be punishable as provided by law in 
the case of misdemeanors. Kothing herein contained shall prevent anv 
emp1.oyee fro~ ex~rcis!ng hi~ individual right of franchise in any primary o'r 
electIOn. Nothing In thIs sectIOn shall affect the rIght of any emplorcl! vC ,.;:dd 
Commission who is at present a member of the General Asseinbl\' from 
continuing as s~ch member for the duration of such present term. • 

(d) The said Board of Commissioners shall have control of all payment~ to hl' 
made from such fund. It shall hear and decide all applications for 
compensation and for retirement benefits created and allowed under tid); 
Article, and shall have power to make all necessar,}' rules and regulations for 
its administration and government, and for the employees in the propt'r 
dischar{4e of their duties; it shall have the power to make decision:; un 
applicatlons for compensation or retirement benefits and itH decision thert'on 
shall btl final and conclusive and not subject to review or reversal, except hy the 
Board itself; it shall cause to be kept a record of ~'lll its meeting!'> ,lIId 
proceedings. Any person who shaH willfully swear falsely in &ny oath or 
affirmation for the purpose of obtaining any henefits under this Articl ... , 01' the 
payment thereof, shall be guilty of perjury and shall he lJunished therefor as 
provided hy law. The Board of Commissioners shall have authority to 
detcl"mine the membership eligibility or status of any member or awl kant of 
any and all of those who come within the categories of law-enforcemt'nt 
officers named in subsection (m) of this section in accordance \'I'ith general 
rules and regulations adopt<:d by the Board and the decision of the Board of 
Commissioners as to such membership ~ligibjlity or status shall be final. 

(e) There shall be kept in the office of the said Board of Commissioners hy 
the secretary, records which shall give a complete history and record of .all 
actions of the Board of Commissioners in J!fanting benefits, includan~ 
r<>tircment benefIts, to peace officers as herein defined; such..records shall gin' 
t h(' name, date of the beginn ing of his service as a peace officer, and of his 
inrapacity and the reason therefor. All records. papers, ~nd other data shall he 
carefully pr('served and turned over to the succeeding officers or Board 
I1lt'mbers. 

(f) On or before the .first day of January of each year the said Board of 
Commis;;ioners shall rnakp. to the Governor of the State of .Korth Carolina a 
n·tified report contain ing a statement of all receipts and disbursements, 
logl'thcr with the name of each bE'nE?ficiary, and the amount paid to earh 
u('Il<"ficiary, for or on account of such fund. There shall be annually mad(~ by 
the State Auditor's Department a complete audit and examination of the 
rt'ceipts and the disbursements of the Board of Commissioners herein created. 

(g) The Board of Commissioners of the said fund may take by gift, grant, 
devise, or bequ('st, any money, real or personal property, or other things of 
value and hold or invest the same for the uses of said fund in accordance with 
the purposes of this Article. And the Board shall have the authority to invest 
and reinvest any funds not immediately needed in any of the following: 

(1 j Obligations of the United States or obligationli fully guaranteed both 
as to principal and interest by the United States; 

(2) Obligations of thl> fedpril.l intermediate credit banks, federal home loan 
banks, Federal National Mortgage Association, banks for 
(~ooperati\'Cs, and federal land banks; 

(3) Obligations of the State of North Carolina; 
(4) General obligations of other states of the United States; 
(5) General obligations of cities, counties, and special districts in !'iorth 

Carolina; 
(6) Obligations of any corporation within the United States if such 

obligation:; bear either of the three highest ratings of at least two 
nat ionall~' recognize,j rating- services; 

(7) Notes serll/'cd by mortgages on real estate located within the State of 
North Carolina and in!iured by the Federal Housing Commissioner. or 
his SUccessor or a!>signs, or in debentures issued by such 
Commissioner, which are guaranteed as to principal and interest by 
the United States or by the Federal Housing Administration, an 
agency of the United States gO\'ernment, or hy some other agency of 
the United States government; 

(8) In certificates of deposit in any bank or trust company authorized to do 
business in North Carolina in which the deposits are guaranteed by 
the Federal Deposit Insurance Corporation not to exceed the sum of 
ten thousand dollars ($10,000) in anyone bank or trust company; and 
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(9) In the shares of federal ,;aving~ -and loan aSi;OclatlOns and State 
chartered building or ~a\'ing~ and loan assoclation~ in which depo~;ib 
are guaranteed hy the Fedpral Sadng~ and Loan Insurance 
Corporation, not to exce~'d fifteen thousand dollars ($15,0001 in any 
one of such aS30ciations. 

Subject to the limitations set forth above, said Board shall have full power W 
hold, purchase, sell, assign, transfer and dispose of any of the ~ecurities and 
investments in which any of the funds created herein shall have bl'en in\l'~ted. 
as well as the proceeds of said investments and any moneys belonging to said 
funds. 

(hI If, case the amount derived from the different sources mentioned and 
included in this Articll' shall not be sufficient at anv time to l'nable the said 
Board of Commissiom'rs to pa~' each person entitled t'o tht· lwnt.'fits thl'rt'for, in 
full, the compensation granted. or the retirement benefit alluwed. then an 
equitably graded fll'rCentage of such monthly payment or payments shall be 
made to each beneficiar\' until said fund shall be replt-nished sufficiently to 
warrant the resumption thereafter of such compensation or l'etirement benefit 
to each of said !'>eneficiaries. 

(i) The Board of Commissioners herein created shall have power and authority 
to promu~gate rules and regulations and to set up standards under and by which 
it may determine the eligibility of officers for benefits under this Article, payable 
to pee.ce officers who may be killed or become seriously incapacitated while in 
the discharge of their duty; such rules. regulations and standards shall include 
the amount of the benefits to be paid to the recipient in case of incapacity to 
perform his duty, as well as the amount to be paid such officer's dependents 
in case such officer is killed while in the discharge of his dl.ny. The said Board 
is also authorized to promulga.te rules and regulations and set up standards 
under and by which officers may be eligible for retirement and to determine the 
amounts to be paid such officers as retirement benefits after it has been 
determined by the Board that &uch officers are so eligible. 

In order for an officer to be eligible for retire;ilent benefits under this Article, 
he shall contribute into the fund herein crr::ed six percent (6 ec) of his com­
pensation received for each pay period bl' ;nning on or after July 1. 1977. 
Such rate shall apply uniformly to all m~mbers of the Law-Enforcement 
Officers' Benefit and ketirement Fund, without regard to their coverage under 
the Social Security Act. The mode of payment to the fund shall be determined 
by the Board of Commissioners. Provided, that any officer so contributing to 
the fund herein created, who has become incallucitated in the line of duty, shall 
not be required to contribute to the fund dUl'il,g the period of his disability. All 
peace officers as herein defined who are compensated on a fee basis, before they 
shall be eligible to participate in the retirement fund herein provided for, shall 
pay into the fund a monthly amount to be determined by the said Board, based 
upon such officer's average monthly income. 

The Board of Commissioners shall have the authority to formulate and 
promulgate rules and regulations under which any county, city, town or other 
subdivision of government in whose behalf any member performs service as a 
law-enforcement officer, or any member, may, and is hereby authorized to, elect 
to pay into the fund for credit to the individual account of such member anyone 
or more of the following: 

(1) An amount which, when taken with any additional amount which may 
be permitted by the Board to be paid on behalf of such member, shall 
not exceed in any year fifteen percent (15?~) of such member's 
compensation; and . 

(2) A sum not to exceed three times the value of prior service of such 
memb~r as determined by the Board of Commissioners; and 

(3) A sum not to exceed ten percent (10':) of gross salary that would have 
been paid to the retiring member, had he been comper.sated for all 
accumulated sick leave at the time of retirement, which amount would 
be in lieu of any other compensation for accumulated sick leave; 

such amounts so paid shall be accumulated in the individual account of such 
met:nber at suc~ rate of interest as t~e Board of Commissioners may from time 
to time determme and shall, upon retIrement of such member be used to provide 
such additional benefits as the Board of Commissioners shall determine on the 
basis of the tables and rate of interest last adopted by the Board of 
Commissi,oners f?~ thi? purpvse: Provide.d, however, that the amounts paid 
under thiS prOVISIOn uy any county, CIty, town, or other subdivision of 
government shall revert to said county, city, town or other subdivision of 
government upon the death or withdrawal from the fund of a member for whom 
such amounts were paid. The sums paid by any county, city, town or other 
subdiv!sion of government as additional payments are hereby declared to be for 
a pubhc purpose. 



It shall be the duty of the State of North Carolina to finance and contribute, 
for the benefit of each member employed by the State as a law-enforcement 
officer, a five percent (5%) contribution and a sum not to exceed ten percent (10%) 
of gross salary that would have been paid to the retiring member, had he been 
compensated for all accUllllllatp.d sick leave at the time of retirement, which 
amount would be in li(!u (Jf allY other compensation for accumulated sick leave. 
Such contribulion or rjtla;win~ on the part of the State ghall be on a !wrcentage 
basis and shall be crediLt~d Lo the individual account of such member, and upon 
the death or withdrawal from the fund of a member such sums credited to that 
individual member's account shall revert to the general fund or Highway Fund 
or Wildlife Fund of the State of North Carolina according to the source of the 
original appropriation. The Board of Commissioner., are hereby authorized to 
formulate and promulgate additional rules and regulations for the 
administration of the amounts herein authorized to be appropriated. There is 
hereby appropriatEd from the general fund of the State for those 
!aw-enforcement officers whose salary is paid out of the general fund, and from 
~he H}ghway Fund of ~he State for those law:enlorc.ement officers whose salary 
IS paId out of the HIghway Fund approprIatIOn In such amount as may be 
necessary to pay the State's share of the cost of the financing of this provIsion 
for the biennIUm 1949-51. Such approp::iation shall be made at the same time 
and manner as other State appropriations and in the sums and amounts as 
determined by the Board of CommIssioners: Provided, that this provision as to 
the financing of a member's prior service and the cost of matching contribution 
on the part of the State of North Carolina shall apply only to those members 
who are law-enforcement officers of the S~te of North Carolina and i.ts 
departments, agencies and commissions and who would be eligible for 
membership in the Teachers' and State Employees' Retirement System provided 
by Chapter 135 of the General Statutes of North Carolina but for the fact that 
said officers are members of the Law-Enforcement Officers' Benefit and 
Retirement Fund, 

(j) All officers who have contributed to the Retirement Fund herein proyided 
for, and who have at least 15 years of creditable service in the fund, shan be 
eligible for reduced retirement benefits at age 50. The Board of Commissioners 
is authorized, under the rules and regulations promulgated by it, to determine 
when a'1 officer has accumulated at least 15 years of creditable service, and it 
shall not be necessary that the member be actively employed as an officer at 
the time of his application for retirement benefits. 

All officers who have contributed to the Retirement Fund herein provided for, 
and who have at least 10 years of membership service in the fund, shall be 
eligible for retirement benefits at age 55. The Board of Commissi'oners is 
authori7.ed, under the rules and regulations promulgated by it, to determine 
when an officer has accumulated at least 10 years of membership service, and 
it shaH not be nerJssary that the member be actively employed as an officer at 
the time of his application for retirement benefits. 

(kl The Board of Commissioners is authorized and empowered in its 
clh;cretion, upon a finding that an~' officer who has contrihuted to the 
retirement fund herein provided for ha:-: been discharged from tht' service 
through no fault vf hi!:, o\\'n, to reimburse from the fund herein created an 
amouht not to exceed. that whil'h ~uch officl'r ha!:' contributed to the fund under 
till' JlI"o\'hdons of S 1I bsec lion ( j I of th is ~l'ct ion. . . 

(I I ~o officers a~ herein defined !:'hall be eligible to the retIrement benefit:; 
hl'r('in prov;ded for until tht' expiration of fire years from the datp. of the 
ratification of this Artick. 

em) "Law-enforcement officers" in the meaning of this Article shall mean all 
officers employed by lhe State of North Carolina or any political subdivision 
thereof, who are clothed with the full power of arrest and whose primary duty 
is that of enforcing on public pr0p'erty the criminal laws of the State and/or 
serving civil I?rocesses. The term 'law-enforcement officers," for pUfJ?oses of 
participating In this fund and for receiving benefits under this section, Includes 
otherwise qualified persons who are members of the fund and who are 
participating in an intergovernmental exchange of personnel under Article 10 
of Chapter 126 provided the requirements of Article 10 of Chapter 126 are met; 
proyided further, that a member participating h an intergovernmental exchange 
of personnel under Article 10 of Chapter 126 shall be entitled to any death 
benefits to which he would otherwise be entitled regardless of whether he and 
his employers are making contributions to the member's account during the 
exchange period except that no duplicate benefits ghall be paid. 
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(nJ Each justice of the peace required to assess and collect the additional cost 
provided for in this law shall, on or before the first day of each month, 
transmit such cost so collected, gidng the name of the case.in w~ich ~uch Cll~t 
was taxed, to the clerk of the superior court of the county In whIch such ca::e 
',\a ... tried, who will forthwith remit such fund::: to the Trea::urer of thl..' Statl' of 
;":'Irth Carolina as in,LlI other cases. I<'ailure of any justice of the peace to 
('IIlIlply with the ttll'ms 01 this l-IubrH!ction shall make such justice of thl' pence 
liable for removal from olflce by the resident judge ot' the judicial district in 
which such action was tried. 

(Ol No Slate emploYl'es participating in the retirement henefit~ of this 
A.l"lic1~ shall bl..' el igible to participate in the retircnH'nt benefits prodded by 
»)ut~lic Laws, 1941. Chaptt'r 2,1), known as "The Teachers' and State Employees' 
~I!!tlr~ment System Act." 

(p) No State employee participating in the retirement benefits of this article 
shall be eligible to participate in the retirement benefits provided by "The 
Teachers' and State Employees' Retirement System Act," G.S. 135-1 ct seq. 

(q) The right of a person to a pension, an annuity, or a retirement allowance 
to the return of contributions, the pension, annuity, or retirement allowanc~ 
itself, any optional benefit or any other right accrued or accruing to any person 
under the provisions of this section. and the moneys in the various funds 
created by this section, are hereby exempt from any State or municipal tax, 
and exempt from levy and sale, garnishment, attachment, or any other process 
whatsoever, and sha.ll be unassignable except as in this section specifically 
otherwise provided. 

(r) One third of the sum derived from the court costs provided for in 
subsection (a) of this section shall be set aside and held in a separate 
fund, designated as "Separate Benefit Fund," to be used for the paymerlt 
of benefits as hereinafter provided. 

(s) The Board of Commissioners shall have control of all payments to be 
made from the "Separate Benefit Fund." It shall hear and decide all 
applications for benefits created and allowed under this su bsection, and shall 
have power to ~nake all necessary rules and regulations for its administration 
and government. and for the emplo~'ees in the proper discharge of their duties, 
and it shall have the power to make decisions on applications for benefits and 
its decIsion thereon shall be final and conclusive and not :-ubject to review or 
reversal, except by the Board itself. The Board of Commissioners shall have 
authority to determine the eligibility or status of any applicant of any and all 
of those who come within the categories of law-enforcement officers named in 
subsection (m) of this section. in accordance with general rules and regulations 
adopted br the Board, and the decision of the Board of Commissioners as to 
such membership, eligibility or status shall be final. 

(t) The Board of Commissioners shall have power and authority to 
promulgate rules and regulations and to set up standards under and hy which 
it may deter mine eligibility for benefits under this subsection, of a 
law-enforcement officer, (as defined in this section) and to determine the 
amoun ts to be pai.:i after it is determined by the Board that such officer is 
eligible. l\otwithstanding the foregoing, no person shall be eligible for beneCit~ 
hereunder unless he is in active service as a law-enforcement officer at thl' 
occurrence of a contingency for which benefits may be payable, or unless he 
has retired from such service on or after July 1, 1965. Eligibility :-hall III.' 

determined without regard to whether or not an officer is a member of the 
retirement fund established by this section. Benefits may be provided by thl' 
Board, within the a\'ailahilit~, of funds. as follows: 

(1) A I u m P su III payable to the design ated beneficiary upon the death of an 
eligible officer; 

(2J Hospital, ~l1rgical. and medical benefits covering eligible officers, their 
legal spouse~, nnd their dependent children under 1~ years of age. 

(u) The benefits provided for in c.;ubscction (t) of this section shall be in 
addition to all benefits provided for in subsections (b) through (q) of of this 
section. 

(v) If the amount derived from the increase in court costs provided by this 
section shall not be sufficient at any ti,me to enable the Board of 
Commissioners to pay each person entitled to benefits in full, then an equitably 
graded percentage of such payment or payments shall be made to each 
beneficiary until the "Separate Benefit Fund" is replenished sufficiently to 
warrant resumption thereafter of full benefits to each of said beneficiaries. 
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(W) "Local fund" shall mean any local pension fund, or local benefit fund, 01' 
local association eSlablished before July 1, 19(j5, under authorization of law and 
operated to provide hl·nefiUi for law·enforcemcnt officers of any political 
subdivision within the ,Year beginning .July I, 1965. 

At such date as the Board of Commissioners may determine, but not I@ter 
thnn St'ptcmher 30, 196H, the Board may, but nf:cd not, cause to be paid from 
til(' "~l'lll\rIiLC Benefit Fund" to a local fund a portion of the income prcviou!;ly 
n'cl,jn·t! by the "Separate Benefit '£<'und" with in the year beginning July 1 
1%;" (rom court costs collected in the political subdivision and to whos~ 
Clf(j(';'r~ such local funa has provided benefits. Such portion, if any, shall he 
tlt'(l'rrnincd in the sale discretion of the Board of Commissioners, after its 
n'\'Il'\\' of any pertinent information which shall be furnished b~' such political 
~lIhdi\'hdon at the request of such Board, and after its review of the operation 
and experience of the "Separate Benefit Fund" to June 30, 1966, or, if earHer, to 
(he date of such determination. Any decision or action hereunder by the Board 
(I( Commissioners shall he final and conclusive. 

(x) Notwithstanding any of the foregoing 8,fovisions, the benefits to each 
beneficiary on the retirement rolls as of June 3 , 1977. shall be increased by five 
percent (5%) of the benefits being received by each such beneficiary as of June 
30,1977. 

(y) Notwithstanding any of the foregoing provisions, a member upon 
retirement in accordance with subsection (1) of Section 5 of Rules and 
Regulations incorporated and effected Ju]y 1, 1973, by the Board of 
Commissioners of the Law-Enforcement Officers' Benefit and Retirement Fund, 
shall receive a basic service retirement allowance equal to one and fift'7·five 
one-hundredths percent n.55%) of his average final compensation, multiplIed by 
the number of years of his creditable service, and reduced by one third of one 
percent (1/3 of 1%) for each month by which his date of retirement precedes his 
fifty-fifth birthday, except that no such reduction in the basic service retirement 
allowance shall apply to any member who has 30 or more years of creditable 
servic€ at the time of his retirement, and any member who retires with 30 or 
more years of creditable service shall be considered eligible for benefits at any 

aglny member upon retirement in accordance with subsection (3) of Section 5 
of Rules and RegUlations incorporated and effected July 1, 1973, by the Board 
of Commissioners of the Law-Enforcement Officers' Benefit and Retirement 
Fund shall receive a basic disability retirement allowance equal to one and 
fifty-five one·hundredths percent (1.55%) of his average final comjlensation 
multiplied by the number of years of creditable service which he would have had 
if he had continued in service until his fifty-fifth birthday. Average fin&l.l 
compensation shall mean the average annual compensation of Ii member during 
the four consecutive years of memJership service (48 consecutive employment 
months) that produce the hig-hest average annual compensation. (1937, c. 349, 
a.9; 1939,c.6,ss. 2,3; c.233; 1941,cc. 56,157; 1943,c. 145; 1949, c. 1055; 1951, 
c. 382; 1953, c. 883; 1957, c. 839; c. 846, s. 2lh; 1961, c. 397; 1963, CC. 144, 939, 
953; 1965, c. 351, SS. 1, 2; 1967, c. 691, s. 52; c. 943; 1971, c. 80, S8. 1, 2i e. 887, 
s. 6; c. 1285; 1973, c. 931; 1977, c. 783, s. 4; c. 1090.) 
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CHARLES R. OIL TS ASSOCIATES 
CONSULTING ACTUARIES 

EMPLOYEE BENE"'"IT CONSULTANTS 

Al'PENDIX Q (919) 688.8913 

G U A RAN T Y S TAT e: BAN K 8 '...: I :~ C; N 0 

DURHAM. NORTH CAROLINA 27701 

April 10, 1978 

Mro Terrence Do Sullivan, Cormnittee Counsel 
Legislative Research Cormnission 
Subcommittee on Retirement Matters 
State Legislative Building 
Raleigh, North Carolina 2761l 

Dear Hro Sullivan: 

Re: Study on Law Enforcement Officers 
Benefit and Retirement Fund (LEOBRF) 

In response! to your request I am furnishing updated estimates of the 
annual costs for funding benefits for LEOBRF memberso These estimates 
are as follovs, based on 25-year funding of the accrued liability: 

No chan~e in benefit.s 1977-78 1978-79 1979-80 

1- E!3timated employer cost $4,696,600 $5,158,562 $5,697,518 
2- Less: court costs $1,450,000 $J.,450,000 $1,450,000 
3- Net employer cost $3,246,600 $3,708,562 $4,247,518 
4- Net as pct. of payroll 3.35'70 3.4S"/' 3 .. 61'70 
5- Local units' share $2,272,620 $2,595,993 $2,973,263 

For the proposed increased benefits described in the above Study and 
in Appendix A, the total estimate of annual costs based on 25-year funding 
of the ztccrued liability is as follows: 

Hith chan~e in benefits 1977-78 1978-79 1979-80 

1- Estimated employer cost $6,350,925 $6,907,730 S7,559,865 
2." Less: court costs $1,450,000 $1,450,000 $1,450,000 
3 .• Net employer cost $4,900,925 $5,457,730 $6,109,865 
4- Net as pet. of payroll 4.53'70 4.66% 4.79'70 
5- Local units' share $3,430,647 $3,820,41l $4,276,905 

The above figures incorporate the data from the Buck valuation as of 
June 30, 1977, and from the Buck Memorandum dated l1arch 23, 1978, and therefore 
must 'be considered currently more reliable than the figures projected in 
our Study of February, 1978, and Appendix A, which were extrapolations of 
the .Auditors and Accountants Reports. If the figures were adjusted to 
reflect a 30-year amortization of the accrued liability, the reductions in 
net t:~mployer cost on line 3 would be approximately 2.1%. 
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APPENDIX R 

Mr. ChDirman ana Members of the Committ.ee, my name is 

Bob Pruett and I was c:.ected to represent the Council of Law 

Enforcement Officers Association. 

Since the CCllncil is rather new, let me explain to 

you how it was formed. The members of the Council at'e composed 

of the President and one member from the various law enforcement 

officers associatiryns throughout the State9 There are presently 

15 law enforcement officers associations. 

The Council met on Thursday, April 6, 1978, and had 

a lengthy discussion regarding retirement benefits of law enforce­

ment officers. I will try i: relate to you the sentiments of this 

group. I feel sure that other people interested in our retirement 

fund have spoken to you about the history of the Law Enforcement 

Officers Retirement Fund. Therefore, I will nO.t -:;10 into de'cail 

at this time. I feel, however, that a brief description of the 

financial structure of the fund is necessary to understand it 

thoroughly. Listed below is a table indicating the financial 

structure of the fund. 

1.55% Formula 

Financed by 6% con­
tribution by employee 

$2.00 from court cost 

Interest on invest­
ments 

Legislative 
Appropriations 

Supplemental 
Annuity 

Financed by 
contributions 
from employer 

Separate 
Benefi t Fund 

Finan~eo hy $1.00 
from court cost 

TherB has been considerable discussion regarding the 

funding for the retirement benefits of law enforcement of£icers~ 

Some of these discussions have prcduced ideas that are both 

good and bad. The Council of Law E:nforcement Officers Association 

would like to relate to you their concerns regarding the funding 

of this program. 

First and foremost should be the protection of the 

retirement benefits of those people presently in the system 

and the Council is opposed to any change that would reduce those 

benefits now or at some future date. 

R-l 

·1 

;~' :1 
~,' .' 

C~_C _CC ___ " __ ~ _____ , ______ ..:.;" 



One suggestion that has been made is to r.equire 

counties and municipalities to participate in the funding of 

the retirement system. We are not opposed to this type of funding 

if it can be accomplished so those officers presently in the 

system would not lose any of their current benefits. 

One of the methods suggested to finance the law 

enforcement officers retirement program would be to assess a fee 

of $2.00 on each license plate sold in North Carolina. The monies 

derived from this should be adequate to fund the system as it 

is :lOW established with a surplus each year which could be used 

for cost of living increases for retired members. 

In 1977 the Division of Motor Vehicles seld a total 

of 4,610,000 license plates. With a charge of $2.00 per license 

plate) this wouln generate $9,220,000 annually. If the $2.00 

additional license fee assessed with designation of the money 

to be" explici tly in the Law Enforcement Officers Benefit and 

Retirement Fund, it should eliminate all monies that are being 

appropriated by the Legislature with the exception of the matching 

funds of those officers employed by the State. 

Some may question the use of taxes from license plate 

fees in the retir~ment fund; however g we feel it should be 

pointed out that every law enforcement officer in North Carolina 

is charg'ed with the responsibility of enforcing the motor vehicle 

traffic laws. In addition a motor vehicle is used in almost every 

crime, or may be used in the crime itself, and in at least 10,000 

ins·tances last year, the theft of the automobile was the crime. 

It is unf0rtunate that our committee does not have the 

necessary personnel and resources to conduct adequate research 

surveys to compare the funding of our retirement system with 

those in other states. However, by word of mouth in talking to 

our fellow officers in other states, we have learned that in 

some instances that law enforcement officers retirement funds 

are financed by tax revenues from license plate fees, a surcharq-e 

on liability, burglary, comprehensive, and other types of insur­

ance. It should be pointed out here that the firemen's pension 

fund in North Carolina is partially financed by a surcharge on 

fire insurance policies. 

R-l 



Therefore, we feel that the $2.00 assessment on 

license plates would not only be a reasonable tax, it would be 

a fair and equitable tax, and would generate the necessary 

revenues to develop a better retirement system and one which 

would be actuarially sound. 

Even though Congress has just passed a retire'I1ent bill 

raising the mandatory retirement age to 70 and ,;liminating the 

retirement. age for federal employees. there seems to be developing 

is 

a national trend with early retirement for police officers. 

Although this necessarily applies to all police officers, it 

primarily aimed at line officers who continue to perform the 

police functions. The first consideration in establishing early 

retirement is that police work puts serious and unusual demands . 
upon the cardiovascular systems and the musculoskeletal systems. 

It is more demanding physically, emotionally. and psychologically_ 

It requires the individual to be under frequent pressure, 

although crisis situations are not constant, every officer must 

be able to respond. There may be some who can do so as ably at 

55 as they could at 25, but these are exceptions. It is recog­

nized that onels physical abilities decline and this could prove 

dangerous in police work. 

A related consideration is based on the number of hours. 

The police shift is eight hours duration, but a police officer 

is often called upon to work longer G Increased act:ivi ty in the 

community (i.e. demonstrations, community meetings, etc.), 

require officers to work extra shifts .. This creates a further 

stress on older officers. The courts, who usually use rational o 

reasonable considerations, are rulin~:l' more in favor of early 

retirement. In the case of Massachusetts vs. Murgia, the Uo8v 

Supreme Court said that the age limit of police officers had a 

rational relation to a legitimate state interest, t~hat of 

assuring the public of a police force capable of protecting the 

public. The supreme Court fUrther held that since Jlphysical 

abili ty generally declines with age", the earlier age retire­

ment serves to remove from police service, "those whose fitness 

for enforcement work presumptively has diminished wi th age .. l~ 
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A final factor is that of present day fitness. Entry 

level requirements for police work are constantly improving and 

becoming more stringent. These requirements include education, 

psychological stress, physical and emotional fitness, adapta­

bility and etc. It is doubtful that most officers at age 55 

would qualify. 

Gentlemen, in closing, let me assure you that we in 

the law enforcement community will cooperate in any way possible 

to assist you in obtaining a workable solution to the retirement 

of law enforcement officers. Those people who have made law 

enforcement a career and have con·tributed 30 to 40 years of their 

life to the service of others certainly deserve a decent retire­

ment. 

R-3 



CHARLES R. DILTS ASSOCIATES 
CONSULTING ACTUARIES 

EMPLOYEE 13ENEFtT CONSULTANTS 
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GUARANTY $TAT!> BANK aUfl..D1NG 

April 10, 1978 

Mr. Terrence Do Sullivan, Committee Counsel 
Legis lat. i ve Research Commission 
Subcommittee on Retirement Mattera 
State Legislative Building 
Raleigh, North Carolina 27611 

Dear Mr. Sullivan: 

DURHAM. NORTH CAROL.INA 27701 

Re: LEOBRF 33rd Annual Valuation Report 

The ,ltatement on p&ge 16 of the above Report, that the practice of 
applying excess interest to meet part of the required contribution 
"grossly understates the long term cost of the benefits", is an exaggerationo 
If the normal cost after deduction of the court c~~ts is $1,965,709 
and the total State contribution is $2,753,944, then $788,235 is available 
to apply to the unfunded liability of $16,392,409, according to the 
Valuation Report. The actual long term cost can only be determined 
retrospectively .. 

It is significant to note that the Employee RetirenlEmt Income Security 
Act of 1974 requires the utilization of reasonable and realistic valuation 
assumptions" The actuarial gain in the LEOBRF Fund clearly inclicated 
that a 5% valuation interest rate was low' and that in combination the 
valuation assumptions would produce a substantial actu~rial gain .. 

I should l:'ecommend that in the future the valuation report furnished 
to the General Assembly be accompanied by a gain and Joss analysis, 'l>lhich 
will compare the actual to the expected experience of the Fund.. I should 
also recommend that the valuation with the gain and loss analysis be 
scheduled for preparation $0 as to be available to the General Assembly 
in advance of the opening of the session in which appropriations are to 
be considered .. 

Sr~relY, 

Ce~~.~4 It) (ctlt; 
Charles R. Ditis 

eRD/lsd 
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A BILL TO BE ENTITLED 

JUT ACT TO TRA?JSFER THE I,AW ENFORCENENT OFFICERS t BKNI~'rr Mil; 

BEIJ'IHEf'IENT ItT]W FROM THE DEPARTI"lE}Jl.l' OF STATE AUDl~rOH ffO 

The General Assembly of North Ca:colina e"Li.3..ctS: 

8ection 1. A new section is added to Article 4 of 

Chapter 143A of the General Statutes to read as follows: 

If ~143A-38.1. The Law Enforcement Officers' Benefit 1"1:: •. : 

Retirement Fund; transfer.--The Law Enforcement Officers' 

Benefit and Retirement Fund, as contained in Article I? cf 

Chapter 143 of the General Statutes and the laws of this 

State, is hererJY transferred by a t;Y'"Pe II transfer to the 

Department of State 'rreasurer.!f 

Sec. 2. G.S. 143A-28 is repealed. 

Sec. 3. G.S. l43-l66(b), as it appears in the 19~8 

Replacement to Volume 3C of the General Statutes, is amend~d 

in the first sentence by deleting the words Itshall consist 

of the State Auditor, who shall be chairman ex officio of 

said Board, the State Treasurerl! and oy inserting in lieu 

thn:reof the following: ftshall consist of the State Treasurer, 

"rho sr~all be ch<i irman ex officio of said Board, the State Auditor". 

[~(>C. Lj. 'Ph i s act shall become effective on July 1, 1978. 



~~ ->-- ---~-
----~~ --- ----

SESSION 1972- l'UB:.IC: LEO BEN"E:B'l:rs 
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A n I LL TO BE EI~rr rr.:IED 

4 OF IDeAL GOVEl{NI'IElrJI.hL El"IPIDYEES I hASI 

5 GOVEH.NI"iliNTAL UIU'N; AN:;) iro INCREli.SE BE!mF.L'l'E 

6 .Ii.) 

9 

12 

19 
tht; actual compencation of each member which will fu.."'1<1 

20 
benefi ts, excludinr; any additional beneri t~· authol'i~',E'd by 

21 the third and fourth l'rJ.racraphs oj' this :1ub,:oection, nude:!' 

22 L:n; Enforc.emt'llt Officl'r£> t Benefit and RetiremeI~t Fund for all 

23 mt~mb(?rL1 and whioh will eliminate the accrued liability of 

24 tho:~.(~ bene.fi ts of that Fund wi thin no greatel' tl:lan a t,hirty-~l(;[~:r' 
t· : 
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2 

3 of ~~ov~rnrrwnt employing active members oi' the Lalli Enforcement 

4 Officer;; I Benefi t and Retirement Fund shall pay monthly iL:'o 

5 that Fund Ul(: [illlount enual to the annual eontri bu.tion rat (; 
I 

6 multipliEd by the total monthly compensation of tho~c member8 

7 it pmplo~l:'. rrhe' Board of Commi f3sionen:o [',hall e,~tablish thf: 

8 ITJal1Il8l' of n:akint~ these pa,}'1nent ~~ by the adopt;ion of n8ces~)ar:r 

g and re&iC'onablf:' rules and regu.lation;i .. 

12 ii' required to rrwJ::e payment:: by thiG GUbEE:ction and which f~dl;'; 

13 to do ::m may be compelled to make the required payment::~ by a 

14 writ of mandamus. The Board of Commi2,~ionerf' of the Law 

15 Enforcement Officers I Be;:nefi t and Retir'ement Fund shall .. ~f~cl: 

16 a writ of mandamuE; to compel the required payments in the 

17 General Court of Justice, Superior Court Division of Hake 

18 County. II 

19 Sec. 2. G.o .. l43-l66(j), a the [~ame is found in the 

20 1,}7E:; Replacement to Volume 3C of the Genf'..:rul Statuter:c, if' 

21 rewritten to read as follows: 

22 lI(j) Any member who no longer 1· c.' ,~ a law enforcement ofi'ic~;r, 

23 who has compl,eted fifteen (15) or more years of creditable 

24 ~ervice, who leaves his total accumulated contributions in the 

25 Law Enforcement Officers l Benefit and Retirement Fund, and 

26who is fifty (50) years of age or older, shall have the right 

27to apply for and receive a deferred retirement allowance. Any 

2smember who no longer is a law enforcement officer, who has five 
T-3 
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(:,) OJ' more year:: of c['(-;rJi table ;;crvice, who 18aVf;;: hi:': I,Or;8 L 

3 

4 of ac(~ or older, shall have the right to apply for and reeF:!. 'H.' 

5 a deferred retirement allowance. The deferr(~d rfti.!:E:illf.mt 

6 allm·;ance shall be computed in the same manner as L; th0 

7 ba;::;ic :.;c:r'rice retirement allowanG8 set forth in G .. Sc 

8 143-l6F:;(m) as is found in the 1 C'J7Q 
- ... ' f '-

9 R~;placement to Volume 3C of the General Statutes 1.=:; {3111F·nde.:i 

10 b.~1 C:tdciing a new paragraph to read as follolrl1::: 

11 1J:~otwi th~"t anding ::.my other provision of 18.1,.;, 0, mo;'::mbel' l' 

12 the- L:u·J Enforce'ment Officers I Benefit and Retirement Fund, 

13 '.~·ho i2 not employed by the State or by any political fJub·,'ii vi~~;_G!_ 

14 thf'reof, shall be ineligible to contribute to that Fund or 

15 'Co gain creditable service in the Fund on or after ,July 1, FY~~)" II 

16 
Sec. 1+. G.B. 143-166 is emended by adding a new sub-

17 section (xl) to read as follov;s: 

18 "(xl) As of December 31 of each year, the Board of 

19 Comnlissioners ~~hall determine the ratio of the Coneumer Priee 

20 Irt(_~O:' to that index of the previous year. Each beneficiG:.I'Y 

21 I'f'l:t:i ving a basic ;3~:rvice retirement allowance, a basic disal'ili t;v 

22 retirement allovJance or an alternative to those allowances as 

23 oi' July 1 of the year of determination shall be entitled to 

24 have his allowance increased effective on July 1 of the year 

25 following the year of determination by the same percentage 

26 increase indicated by the ratio calculated to the nearest tenth 

27 of one percent (1/10 of 1%); provided, however, that increase: 

28 (1) shall not exceed four percent (!~%) in t.ury one year; and 

T-4 
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(2) shall be limited to fifty percent (500,,0) of the annual 

actuarial gain of the Law Enforcement Offic~~Et 

Benefit and Retirement Fundo 

For purposes of th::Ls subsection, Consumer Price Index shall 

mean the Consumer Price Index (all items--United States city 

average), as published by the United States Department of 

Labor, Bureau of Labor Statistics. 1I 

Sec. 5. GaSa 143-166(y), as is foun).i in the 1978 

9 Replacement to Volume 3C of the General Statutes, is rewritten 

)0 to read as follows: 

'1 
f1(y) Any member in service may retire on a basic service 

12 retirement allowance according to the formula set forth below: 

13 

14 

15 

16 

17 

18 

19 

(1) who has attained fifty (50) years of age anfl who 

has completed fifteen (15) or more years of 

creditable service; 

(2) who has completed thirty (30) or more years of 

creditable service; or 

(3) who has attained fifty-five (55) years of age. 

Notwithstanding any other provision of law, a member 

20 eligible to retire under this subsection shall receive a basic 

service retirement allowance equal to one and fifty-five one· 
21 

22 hundredths percent (1.55%) of his average final compensation, 

23 multiplied by the number o~ years of his creditable service, 

24 and reduced by one third of one percent (1/3 of 1%) for each 

25 month by which his date of retirement precedes his 55th birth-

day, except that no red.uction in the' basic service retir(:~ment 
26 

27 allowance shall apply to any member who has 30 or more 

28 years of creditable service at the time of his retirement. 

T-5 
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Any member, who is less than fifty-five (55) years ol~, 

2 who has had five (5) or more years of creditable s8r-:ice s:::: 

3 who has been totally and permanently incapacitated for 'l~t?; 

4 or any member who is less than fifty-five (55,) years old, viho 

5 has completed one year of membership service and who has been 

6 totall;r and permanently incapacitated for duty as the natur<tl 

7 ~md nroximate result of an accident occurring \'ifhile in the rjct1;;-t] 

8 per·formance of dut~{ at some definite time and place rna:r, UPorl 

9 ~11plication of the m8mber or his employer, "be retirlC,rj 'r,:,r U.<:; 

10 l'o~n'd of Commissionen:; on the baslc disability retirerrJ:;;'1t ~)l~o ... ;-

11 mlC'> '1E is set forth be 1 O"ltJ 6 The Board of Commissiov2Y'z sr:,all r.r~· 

12 grant a basic disability retirement allowance to an~,- inrji 7i"'18: 

13 for whom arplication for disability retirement is recei ','8'2 ::'C~·<:":, 

14 than a year after the onset of incapacity for duty or, if t~e 

15 i'!~,liviclual is in receipt of compensation from his em:rlo;yer foy' 

16 more than one year for the disability, more than 30 days after 

11 the cessation of that compensation. 

18 Any member eligible for a disability retirement shall 

19 rec~ive a basic disability retirement allm'lance equal to one 

20 and fifty-five lme hundredths percent (1.555,) of his averag-8 

21 final comrensation multiplied by the number of years of 

22 creditable service which he would have had if he had continued 

23 in service until his 55th birthday 0 

24 The terms "average final compensation l1
, "creditable 'service", 

25 "member", and II membership service tt as used in this section caye 

26 the same meanings as they have in Chapter 2 Title 3 of the 

27North Carolina Administrative Code~ The Law El).forcement Officers· 

28 d as ;t ex;sted on October 1~', 1977. Benefit Retirement Fun, ~ ~ . 
T-6 
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'l'hl' i'-loUT'd 0 I' Cornmi :~:;i OnCI'f; r;hall impL(~men '.; Ulf'! provi.i(Jrl: 

3 J'Ldes EJnd rcc;ulation.'3. 

4 Sec. 6. G.S. 143-166 is amended by adding a new 

5 subsection (~) to read as follows: 

6 "(:::-) Upon receipt of proof, satisfactory to the Board of 

7 CommL~sioners of the death, in service, of a member who had 

B cv·mpleterl at lea;~t one full calendar year of. membership in 

9 the L9.\'l Enforcement Officers' Benefit and Retirement Fund, 

10 there shall be paici to .such per~-:on as he ~;hall have nominat8d 

11 by vlri tten designation duly acknowledged and filed with the 

12 Board of Commissioners, if such person is living at the tiID~:; 

13 of the member's death, othenlise to the member's legal representa-

14 tives, a death benefit. The death benefit shall be equal to 

15 the greater of: 

16 (1) The compensation on which contributions were made 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

by the member during the calendar year preceding 

the year in 'which his death occurs, or 

(2) The compensation on which contributions were made 

by the member during the 12-month period ending 

on the last day of the month preceding the month 

in which his death occurs, or 

(3) If the member had applied for and was entitled to 

receive a disability retirement allowance and ~uch 

disability retirement allowance had not been dis-

continued or revoked within 36tl days of his 

last date of actual service, the co:gtpensation on 

which contributions were made by the member 

T-7 
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during the 12-month period endine~ orr thE: la::.:t 

2 day of the month preceding the month in ~lhich 

3 his last day of actual service occurred; 

4 provided that the death benefit shall not eXCE:f.:::i tVJenty 

5 thou~:and dollars ($20,000) reduced by the amount of the 

6 (l"nLh /)('ncLiL m'J~1I'd(;d nndf:Y' the Separate Benefit Fund a 
c .. /Jucn 

7 death benefit shall b(' payable apart and separate from the 

9 dcath. For the purpoGPs of thi~ subsection, a member shall 

10 be deemed to be in ,,~ervice at the date of his 'i8r:1th if hL:: 

11 18.c~t 'iay of actual service occurred not more than ;,C days 

12 befor~ the date of hie death or if his la2~ day of actual 

13 ['ervice occurred not more than 366 days before the date of 

14 his death if such member during said one-year period had 

15 aIplif':Q for and ~';as entitled to receive a disability 

16 l'f~tirement allm-Hl.I1cE', provided said disability retirement 

17 allo\-laIlce had not been discontinued or revoked during said 

18 o!H~-;v"'ar period. 

19 The Board of Commissioners shall provide the death 

20 benefit either (i) by purchasing a contract or contracts of 

21 group life insurance with any life insurance company or 

22 companies licensed and authorized to transact bUEiness in 

23 thie State for the purpose of insuring the lives of members 

24 in ,~c r'vice, or (ii) by establishing a separate re~·;erve fund 

25 und,'I' the Retirement System for such purpose. If a separate 

26 re,.:c!l've fund is e~·;tablished, it shall be operated in accordance 

27 with rules and regulations adopted' by the Board of Commissionerl::~ 

28 and all investment earnings on the reserve fund shall be 
T-8 
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credited to such fund. 

2 In administration of the death benefit contained in this 

3 ;)ubsection, th2 following shall apply: 

4 

5 

6 

7 

8 

9 

10 

(1) For the purpose of determining eligibility only, 

in this sUbser:.:tion II calendar y.earll shall mean 

any period of 12 consecutive months or, if less, 

the period covered by an annual contract of employ­

ment. For all other purposes in this sUbsection 

"calendar yearll shall mean the 12 months beginning 

January 1 and ending December 31. 

11 (2) Last day of actual service shall be: 

12 a. '\men employment has been terminated, the lUf"r 

13 (lay the member actually worked. 

14 b. 'I'lhen emplo;yment has not been terminated, the 

15 date on "'Thich an absent member's sick and 

16 annual leave expire. 

17 (.3) A member on leave of absence from his position a:" 

18 

1'9 

20 

21 

22 

23 

24 

25 

26 

27 

28 

a law enforcement officer for the purpose of serving 

as a member or officer of the Gen,;ral ,Assembly 

shall be deemed to be in service during sessions 

of the General Assembly and thereby covered by the 

provisions of the death benefit. The amount of the 

death benefit for such member shall be the equivalent 

of the ;3alary to which the member would have been 

entitled as a law enforcement officer during the 

12-month period immediately prior to the month in 

which death occurred." 

Sec. 7. Every section of this Act, except Section 4, 

T-9 Page ____ _ 
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2 efff.::ctive on December :11, 1978. j: 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 
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APPENDIX U 

MEMORANDUM CONCERNING INFORMATION 
REQUESTED BY THE LEGISLATIVE RESEARCH COMMISSION 

SUBCOMMITTEE ON RETIREMENT MATTERS 
IN REGARD TO 

LA\1 e.'NFORCEMENT OFFICERS' BENEFIT AND 
RETIREMENT FUND 

AND 
FIREMEN'S PENSION FUND 

March 23, 1978 

GEORGE B. BUCK CONSULTINC; ACTUARIES. INC. 
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GEORGE B BUCK CON S U LTI N GA~:=R-~=-~N-~--~-------I 
EMPL..OYEE: BENEFIT PI. AN CONr"l) LTANTS !:;:~' 

TWO PE:NNS'fLVANIA PLAZA, NEW YORK. NEW YO~K 10001 k,"~ 
212-6952600 .~ \ . 

MEMORANDUM CONCERNING INFORMATION REQUESTED BY THE 
LEGISLATIVE RESEARCH COMMISSION SUBCO~1!TTEE ON RETIRF14ENT MATTERS 
IN REGARD TO LAW ENFORCEMENT OFFICERS' BENEFIT AND RETIRm~ENT FU~JD 

AND FIREMEN'S PENSION FUND 

This memorandum is \'fritten in response to the Haren 7 letter of 

Mr. Terrence D. Sullivan, Committee Counsel, in t'fhich he requE!sted certain 

information in regard to the Law Enforcement Officers t Benefit and Retil'em·;m~~ 

Fund (LEOBRF) and the Firemen's Pension Fund (FPF). 

COST OF BENEFITS 

The following table shows the employer cost of the 9JCist;ing regular 

benefits for each of the th~ee fiscal years beginning with fiscal year 1977-

78. Figures are not shown for 1976-77 since under LEOBRF there w=re changes 

in the interest assumption and annual rates of salary increase and there were 

amendments to the law since the June 30, 1976 valuation was made. jrhe amounts 

included for the accrued liability are based on 30 year amortization of the 

unfunded accrued liability. 
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ITEM 1977-78 1978-79 1979-80 

----
LEOBRF 

Payroll $97,037,181 $106,581,85S $117,717,314 
Employer Contribution for: 

Service Retirement $ 3,095,485 $ 3,399,961 $ 3,755,182 
Vesting 601,631 660,808 729,847 
Disability 591,927 650,149 718,076 
Death 320 z223 351 [720 388,467 

Total .$ 4,609,266 $ 5,062,638 .$ 5,591,572 

FPF 

Number 7,668 8,335 8,768 
Employer contribution for: 

Service Retirement $ 795,863 $ 86~,090 $ 910,031 
Deferred Benefits 75 1837 82 z433 86 1 7H~ 

Total $ 871,700 $ 947,523 $ 996,747 

In addition to the above con~butions, members contribute 6% of salary 

under LEOBRF and $60 a year under FPF. 

FINANCING 

(a) Present Method 

Under bot-.h LEOBRF and FPF the actuarial cost method uaed is the 

projected benefit method with entry age normal cost and open-end accrued 

liability. Actuarial gains are applied to the accrued liability. 

Under LEOBRF members contribute 6% of salary each year, two-thirds of 

the income from court costs ($2 per case) is credited to the Accumulation 

Account and the remainder of the required appropriation is paid from the 

General Fund and the Highway Fund of the State. 

U-3 
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Under FPF the appropridtion required in addition to the $60 per year 

contributed by members is paid by the State. 

Both systems use a valuation interest assumption of 6% per annum. 

Since the benefits under LEOBRF are based on salary, annual rates of salary 

increase which on the average exceed 4% are used. The rates of separation ~re 

bas~d on experience. 

Although at the present time investment earnings are in eJccess of 6 

per cent it is not appropriate to use the excess earnings as a direct offset. tc 

contributions. The Employee Retirement Income Security Act (\~hich at present 

does not apply to governmental systems) does not permit this approach. Also it 

is not realistic to look only at gains from interest as this mathod would take 

immediate cl'edit for interest whereas other gains and losses are reflected in 

the unfunded accrued liability • 

. (b) Recommendations re Cha~es in Assumptions 

It is recommended that no changes be made in assumptions at the 

present time. A comparison of actual and expected e)Cperience is made in 

conjunction with each valuation and any continued deviations Hill be brought 

to the attention of the respective Board. 

(c) Source of Funds 

The following table shows the actual contributions, investment 

earnings and benefit payments for fiscal year 1976-77 and the estimated 

transactions for the following three years. 
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FISCAL YEAR 
ITEl1 

1976-77 1977-78 1978-79 1979-80 

LEOBRF 
(Excludes Special Contributions Fund and Separate Benefit Fund) 

Assets Beginning: 
of Year $ 96,673,471 $1 1 1,886,349 $129,240,307 $ 148,325,655 

Add Contribu-
tions by: 
Members 4,646,888 5,822,231 6,394,911 7,063,039 
State (in0lude: 

Court Cost) 4,209,988 4,609,266 5,062,638 5,59',572 
Add Transfers 

from Spec. Cont~ 

Fund 937,092 950,000 950,000 950,000 
Add Investment 

Income (less 
Expenses) 8,659,298 10,007,461 11,519,799 13,182,508 

Deduct Benefit 
Payments 3,240,388 4,035,000 4,842,000 5,810,000 

Assets End of 
Year 111,886,349 129,240,307 148,325,655 169,302,774 

FPF 

- Assets Beginning: 
of Year $ 10,610,996 $ 11,948,472 $ 13,224,483 $ 14,641,163 

Add Contribu-
tIons by: 
Members 442,535 460,080 500,100 526,080 
St2tt 882,036 871,700 947,523 996,746 

Add Investment 
Income 933,153 1,041,282 1,152,665 1,274,140 

Deduct Benefit 
Payments 920,248 1,097,051 1,183,608 1,276,995 

Assets End of 
Year 11,948,472 13,224,483 14,641,163 16, 161 , 134 

(d) Recommended Alternate Assumptions 

We think the present assumptions are in order and would not recommen~ 

alternate assumptions at this time. 
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(e) Recommend a Method t.o Charge Local Governmental Ur,1.ts under LEOBRF 

This is not a recoDllilendation but if you Here to chargf) local 

governmental units an amount equal to the ratio of their payroll to LoU,] 

payroll times the employer contr1bution not met by court costs I the estlfil1~:'('ld 

local and State contributions for LEOBRF \lOuld be as f("!llo;.1S: 

----------------------~-,,-... -.-.'" . __ ._-,"'",._, ...... , .. 

ITEM 1976-'f7 1977-78 1978-'79 · . . _____________ -. __ , ______ O __ ..... _--'"-"L __ '_· 'T ___ ~ '<_,-k-~,,,,,,_-~',_~ ""_"">-~~, ... __ 

· · 25 Year Liquidation of Unfunded Accr'ued Li8biH ty 

(1) Total Employer 
Contr:'.bution . . 

(Present Benefits): $ 4,209,988 $ 4,696,600 ~ 5,1511 ,562 
(2) Court Costs for 

Retirement 1,456,044 1,450,000 1,450000 
(3 ) Net Employer 

Contribl.ltion 2,753,9440 : 3,246,600 3,708,562 
(4) Local Units 

Share ::.7 " (3) 1,927,761 2,272,620 2,595,993 
(5) State Share 

(3) - (4) 826,183 973,980 1,112,56~: 
(6) (3) as a % of 

Payroll 3.17%: 3.35%: 3.4B~G: 

30 Year Liquidation of Unfunded Accrued Liability 

(1) Total Emp~oyer 
Contribution 

(Present Benefits)~ $ 4,209,988 $ 4,609,266 ~ 5,062,638 
( 2) COUi,t Cos ts for' 

Retirement 1,456,044 1,450,000 ',450,000 
(3) Net Employer 

Contribution 2,753,9440 : 3,'59,266 3,612,638 
(4) Local Units 

Share ::.7 x (3) 1,927,761 2,211,486 2,528,847 
(5) State Share 

(3) - (4) 826,183 947,780 ',083,791 
(6) (3) as a % of ; 

Payroll 3.17$: 3.26%: 3.39%: 

! Actual contribution 

GEORG B. BUCK CON5UL..TING ACTUARIES INC 

$ 5 1 69'1 ,(~~ 1f.~ 

1~450?OOO 

ll,247,51~j 

2,9'13,26:; 

1,274,25:, 

3.61% 

$ 5,591,572 

1,!i50,OOO 

4,1/,!1,572 

2,899,10(1 

1,242,Wi:' 

~ C;'?'" ...... _"r::.,p 
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(f) and (6) Alternate Methods and Recommendations as to Financ~~ 

The present method of financing the systems is one of the four 

acceptable methods under ERISA; the use of two of the other methods would 

result in a higher immediate level of contribution I wher-eas the remaining 

method would probably result in about the same level of contribution. 

TRANSFER 

We do nct knoW' the particulars of a "type II transfer" and therefore do 

not feel qualified to comment on such a proposal. 

DILTS' PROPOSALS 

Mr. Dilts suggested the following improvements in benefits to bring 

LEOBRF in line with the benefits under the Local Governmental Employees t 

Retirement System. Our comments regarding each proposal are also included. 

Proposc;.l a. 

Comment: 

Proposal b. 

Comment: 

The requirement of 10 years minimum creditable service to be 

eligible at age 55 for se~vice retirement should be dropped. 

This proposal W'ould have a minimal cost attached to it since the 

vast majority of members would have completed 10 years of 

service by the time they reach age 55. 

The requirement of 10 years minimum creditable service for non~ 

occupational disability should be reduced to five year's, cnd 

the benefit should be based on service projected to age 65 

instead of age 55. 

We agree that the t!f'crease in the service requirement for 

eligibility for non-occupational disability would be in order 

but a projection of service to age 65 rather than age 55. which 

is the normal service retirement age, would probably lead to a 
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number of would - be normal service retirements requesting 

disability benefits in order to get the projection. This 

additional 10 years of benefit with no contributions by members 

is costly as shown in the table which follows the proposals. 

Proposal c. The separation allot<lance should be pa.yable after five years 

creditable service instead of 15 years. 

Comment: The System now provides separation allollances after 10 years of 

service. A reduction in the service requirement to 5 years 

would probably increase the employer annual contribution by not 

more than .10 per cent of payroll. 

Proposal d. A death benefit equivalent to annual compensation up to $15,000 

less the $5,000 benefit payable from the separate benefit fund 

should be provided. 

Comment: The cost of this benefit 'Has determined on a one-year term basis 

which is the method followed in the Local Governmental 

Employees' Retirement System. 

Proposal e. A cost of living increase should be provided to LEOBRF members 

whenever an increase is p~ovided to LGERS members. 

Comment: Section 128-27(k) of the General Statutes of North Carolina 

which provides for cost of living increases for retired members 

of the Local Gover~9ntal Employees' Retirement System has the 

following clause, " .. provided that any such increase in 

allowances shall be contingent upon the total fund providing 

sufficient investmant gains to cover the additional actuarial 

liabilities on account of such increase." \ole have, therefore, 

not shown any cost for this item assuming excess Investmsnt gains 

would be used to provide the increase, if any. 
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The following table shows the costs for proposals b., c. and d. for 

each of the three ~cal years commencing with fiscal year 1977-78. 

; As % of : ANNUAL AMOUNT FOR FISCAL YEAR 
ITEM :Payroll : 

1977-78 1978-79 1979-80 

Based on 30 Year Liquidation of Additional Accrued Liability 

Proposal (b): 
(1) Increase in Contribution .79$ $ 766,5911 $ 8111,997 $ 929,967 
(2) Local Units Share ::: 

.7x(1) 536,616 589,398 650,977 
(3) State Share (1) - (2) 229,978 252,599 278,990 

Proposal (c): 
(1) Increase in Contribution .10 97,037 106,582 117,717 
(2) Local Units Share ::: 

.7 x (1) 67,926 74,607 82,1)02 
(3) State Share (1) - (2) 29,111 31,975 35,315 

Proposal (d): 
(1) Increase in Contribution .22 213,482 234,480 258,978 
(2) Local Uni ts Share ::: 

.7 x (1) 149,.1;37 164,136 181,285 
(3) State Share (1) - (2) 64,045 70,344 77 ,693 
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APPENDIX V 

GEORGE E. EUCK CONSULTING ACTUARIES. INC 
E.MPLOYEE BENEF'IT PLAN CONSULTANTS 

TWO PENNSYLVANIA PLAZA. NEW YORK. NEW YORK 1000 

212-595-2eOO 

May 18, 1978 

Mr. Henry L. Bridges, Chairman 
The Board of Commissioners of The Law Enforcement 

Officers' Benefit and Retirement Fund 
116 West Jones street 
Raleigh, North Carolina 27603 

Dear Mr. Bridges: 

r,,1/,Y 28 1978 

M.\VI WW0.q~J}~nr @j~j 
'" .~~ -. '. ;,:.t:4\., 

~l1Itt';'t Q ~~~~;.$.~jL Ili:..J 

As requested, we are writing to provir;e revised cost figures for the 
benefit and funding changes covered under th~ third paragraph of my letter of 
April 27 to Mr. Sullivan. 

The estimated contributions for the fiscal year beginning July 1, 
1979 based on an estimated payroll of $117,717,314, 2~ year liquidation of thB 
unfunded accrued liability, and the present benefits and present method of 
funding are as follows: 

(1) Estimated employer contribution 
(2) Estimated court costs 
(3) Net amount payable by State 
(4) Net as percentage of payroll 

$5,697:518 
1,450,000 
lj,247,518 

3.61% 

The revised estimated contributions for the fiscal year beginning 
July 1) 1979 based on the above payroll, funding period and the benefit and 
funding changes outlined in your letter under paragraphs (1) and (2) starting 
at the bottom of page one of your letter, including the change mentioned 
below, are as follows: 

(1) Estimated employer contribution 
(2) Estimated court costs 
(3) Net employer contribution 
(4) Net as percentage of payroll 
(5) Local units' share = .7 x (3) 
(6) State share = (3) - (5) 

$6,309,648 
1,450,000 
4,859,648 

4.13% 
3,401,754 
1,457,89lj 

The revised cost figures are the result of a change in the maximum 
lump sum death benefit from $15,000 to $20,000, and indicate an additional 
cost of .01% of payroll. Item (4) in our April 27 letter ~as 4.12~. 

ATLANTA CHICAGO NEW YORK PITTSBURGH TORON'O WASHINGTON 
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Mr. Henry L. Bridges - 2 - 5-18-78 

The estimated savings to the State are equal to $lJ,2lJ7,518 (from 
second paragraph of April 27 lett.er) minus $1,lJ57,89lJ or $2,789,624. 

If you have any questions please let us know. 

Very truly yours, 

GEORGE B. BUCK CONSULTING ACTUARIES, INC. 

-; (/'. '/ /, /~'/ / 
/_~<.J ~, ,.:/,"t.~'~::/..:...c.. HUgl Gillespie : By 

Consulting Actuary 

HG:LS 

GE;;ORGE B. BUCK CONSULTING ACTUARIES, INC. 
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LAW ENFORCEMENT OFFICERS: BENEFIT \~ REIlREMENT FUND 

EMPLOYER NO. MEMBERS EST. PAYROLL EMPLOYER "SPECIALJ' EST. E:..'1PLOYER fI BASIC 
FEB. 1978 FY 1979/1980 CONTR. FOR FEB. 1978 BENEFITS" FUNDn~G FOR 

Projected 1979/1980 ** 
Percent Annually (4.12% of Payroll) 

Alamance County * 42 $487 424 6.68 $28 729 $ 20 082 

Albemarle * 13 142 351 6 7 536 5 865 
Anson County * 7 57 256 6 3 031 2 359 

Apex * 8 93 935 6 4 973 3 870 
Asheville 37 474 164 0 19 536 
Atlantic Beach 2 21 556 0 888 

Avery County * 14 131 362 5 5 795 5 412 
Ayden 4 61 635 3.27 1 780 2 539 
Battleboro 4 40 283 3.66 1 299 1 660 

Beaufort County * 19 203 388 5 8 973 8 380 
:x> 

Belmont * 13 154 333 5 6 809 6 359 f-t:J 
f-t:J 

Beulaville * 3 28 342 0 1 168 ~ e 
Biltmore Forest * 11 121 706 0 5 014 H 

-.....-----. ~ !xl 
I Black Mountain 8 78 I-' 282 0 3 225 ~ 

Bladen County * 7 83 055 6 4 397 3 422 
Blowing Rock * 5 58 711 0 2 419 
Boiling Springs * 2 19 054 6.86 1 153 785 
Boonville * 1 9 969 3.82 336 411 
Brevard * 12 128 302 6 6 792 5 286 
Brookford * 2 17 680 6 936 728 
Brunswick County * 10 117 776 8.81 9 155 4 852 
Buncombe County * 80 890 582 5 39 291 36 692 
Burgaw * 3 27 581 .19 46 1 136 
Burke County * 41 439 144 6 23 248 18 093 
Burlington * 68 894 105 6 47 335 36 837 

( 
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LAW ENFORCEMENT OFFICERS' BENEFIT & RETIREMENT FUND 

EMPLOYER NO. MEMBERS EST. PAYROLL EMPLOYER" SPECIAL" EST. EMPLOYER "BASIC 
FEB. 1978 FY 1979/1980 CONTR. FOR FEB. 1978 BENEFITS" FUNDING FOB 

Projected 1979/1980 *~ 

Percent Annually (4.12% of PayrolD 

Burnsville * 2 $ 18 578 6 $ 984 $ 765 
Cabarrus County * 97 1 298 841 5 57 303 53 512 
Carolina Beach 8 110 282 .10 960 4 544 

Carteret County * 8 89 148 4.50 3 540 3 673 

Cary * 20 223 489 4.62 9 111 9 208 

Catawba County * 52 624 009 3.96 21 804 25 709 

Catawba County ABC Board * 2 30 777 10 2 715 1 268 

Chadbourn * 3 25 582 8.55 1 930 1 05~· 

Champion Papers,Inc. 2 34 966 0 1 441 

Chapel Hill * 55 752 080 6 39 816 30 986 

Charlotte * 585 9 204 752 5 406 088 379 236 

Chatham County * 24 238 530 9.66 20 100 9 827 
~ Cherokee County * 7 61 622 4.09 2 224- 2 539 I 
I\) 

Cherryville * 9 126 820 5 4 995 5 225 

Chowan County * 2 30 165 11.46 3 051 1 243 

Clayton * 9 98 695 5.64 4 911 4 066 

Cleveland County * 30 368 519 7.43 24 160 15 183 

Columbus County * 15 160 861 5 7 097 6 627 

Concord * 36 463 026 5 20 428 19 077 

Concord ABC Board * 2 27 214 5 1 201 1 121 

Cramerton * 6 67 850 4.19 2 508 2 795 

Craven County * 17 258 495 4.30 9 808 10 650 
Creedmoor * 5 50 089 6 2 652 2 064 

Cumberland Cou~ty * 98 1 260 353 4.10 45 594 51 927 

Currituck County * 8 91 419 6 4 840 3 j~66 



LAW ENFORCEMENT OFFICERS' BENEFIT & RETIREMENT FUND 

EMPLOYER NO. MEMBERS EST. PAYROLL EMPLOYER "SPECIAL" EST. EMPLOYER "BASIC 
FEB. 1978 IT 1979/1980 CONTR. FOR FEB. 1978 BENEFITS'f FUNDING FOR 

Projected 1979/1980 ** 
Percent Annually (4.l2.io of Payroll) 

Dare County * 5 $ 64 083 4.20 $ 2 375 $ 2 640 

Denton * 3 36 149 3 957 1 489 

Dunn * 7 81 355 6.54 4 695 3 352 

Duplin County * 18 216 621 6.60 12 611 8 ~25 

Durham * 181 2 701 204 4.08 97 243 111 290 

Durham County * 47 486 390 4.10 17 617 20 039 

Durham County ABC Board * 5 84 184 4.44 3 298 3 468 

Edgecombe County * 2 21 189 6 ). 122 873 

Edgecombe County ABC Board* 3 45 .682 10.50 4 233 1 882 

Elizabeth City * 33 354 226 12 37 506 14 594 

Elizabethtown 2 20 223 5 892 833 

Elm City 2 9 969 5 I 440 411 
=E: Elon College * 1 9 425 5 416 388 I 
\}J 

Emerald Isle 6 56 467 0 2 326 

Erwin * 3 35 945 4.36 1 383 1 481 

Fairmont * 5 50 674 0 2 088 

Farmville * 12 135 062 5 5 959 5 565 

Fayetteville * 126 1 448 347 5.93 75 742 59 672 

Forest City * 18 195 894 5 8 642 8 071 

Franklin County * 10 104 489 5 4 610 4 305 

Franklinton * 4 32 327 6 1 711 1 332 

Fremont * 2 25 650 6 1 358 1 057 

Fuquay-Varina * 8 78 962 6 4 180 3 2.53 

Garland * 3 27 526 6 1 457 1 134 

Garner * 17 188 768 6 9 993 7 777 

( 
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LAW ENFORCEMENT OFFICERS! BENEFIT & RETIREMENT FUND 

EMPLOYER NO. MEMBERS EST. PAYROLL EMPLOYER" SPECIAL" EST. EMPLOYER "BASIC 
FEB. 1978 FY 1979/1980 CONTR. FOR FEB. 1978 BENEFITS" FUNDING FOP 

Projected 1979/1980 ** 
Percent Annually (4.12% of Payroll) 

Gaston County * 53 $ 661 654 4 $ 23 439 $ 27 260 
Gastonia * 107 1 375 490 6 72 819 56 670 
Gibsonville * 5 46 675 10.39 4 279 1 923 

Goldsboro * 63 693 940 5 30 615 28 590 

Graham * 9 86 863 6 4 599 3 579 
Granite Falls * 9 80 594 5 3 555 3 320 
Granville County * 11 123 053 10.12 10 988 5 070 

Greene County * 8 73 073 0 3 011 
Greensboro * 352 6 021 808 6 318 802 248 098 
Greensboro ABC Board * 2 33 374 6 1 767 1 375 
Greenville * 72 833 898 5 36 790 34 357 

:a:: Guilford County * 169 2 
I 

189 858 3.60 69 562 90 222 
+:- Halifax County * 14 172 992 0 7 127 

Hamlet * 12 112 744 8.22 8 177 4 645 
Harnett County * 14 161 269 5 7 115 6 644 
Havelock 9 83 722 1. 31 972 3 449 
HayvlOod County * 13 137 034 5 6 046 5 646 
Hazelwood 3 30 287 5 1 336 1 248 
Henderson * 38 346 691 6 18 354 14 284 
Hendersonville * 4 41 099 4.28 1 552 1 693 
Hertford 3 56 372 0 2 323 
Hickory * 53 588 635 0 24 252 
High Point * 14 55 134 5.55 L 493 2 272 
Hillsborough * 2 24 330 6 1 288 1 002 
Hope Mills 3 31 960 0 1 317 



LAW t.Nl'Ul<'LEMENT OFFICERS I BENEFIT & RETIREMENT FUND 

EMPLOYER NO. ME.~"1BERS EST. PAYROLL EMPLOYER" SPECIAL" EST. EMPLOYER "BASIC 
FEB. 1978 FY 1979/1980 CONTR. FOR FEB. 1978 BENEFITSt' FUNDING FOR 

Projected 1979/1980 ** 
Percent Annually (4.12% of Payroll) 

Hyde County * 2 $ 19 938 10.93 $ 1 923 $ 821 
Iredell County * 34 380 514 5 16 788 15 677 
Jackson County * 1J. 105 930 5.15 4 814 4 364 
Jacksonville * 55 583 181 5 25 729 24 027 
Johnston County * 10 121 067 7.62 8 140 4 988 
Kernersville * 13 135 864 0 5 598 
Kill Devil Hills * 3 29 158 6.39 1 644 1 201 
Kings Mountain * 21 211 290 6 11 187 8 705 
Kinston * 60 816 530 4.28 30 832 33 641 
Laurinburg * 25 321 436 0 13 243 
Lenoir County * 7 98 518 7.74 6 728 4 059 
Lexington 41 457 028 0 18 830 
Lincoln County * 20 216 512 5 9 552 8 920 

~ 
Lincolnton * 18 199 009 4.89 8 587 8 199 I 

\J1 

Long Beach * 3 32 314 5 1 425 1 331 
Longview * 2 24 834 6 1 314 1 023 
Louisburg * 6 66 558 6 3 523 2 742 
Lumberton * 38 402 791 4.36 15 480 16 595 
Macon County * 10 88 141 7.69 5 981 3 631 
Maiden * 7 73 059 S 3 223 3 010 
Marion * 14 125 338 0 5 164 
Marshville * 3 31 797 5 1 403 1 310 
Martin County * 2 30 423 4.85 1 302 1 253 
Martin County ABC Board * 1 11 737 3.96 410 484 
Maxton 5 51 707 0 2 130 



~ 
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LAW ENFORCEMENT OFFICERS' BENEFIT & RETIREMENT FUND 

EMPLOYER NO. MEMBERS EST. PAYROLL EMPLOYER "SPEC::ALII EST. EMPLOYER "BASIC 
FEB. 1978 FY 1979/1980 CONTR. FOR FEB. 1978 BENEFITS" FUNDING FOR 

Projected 1979/1980 ** 
Percent .Annua11y (4.12io of Payroll) 

Mecklenburg County * 171 $ 2 513 960 5 $110 909 $ 103 575 

Mecklenburg Co. ABC Board * . 7 136 381 6 7 220 5 619 

Mocksville * 5 60 493 6 3 203 2 492 

Monroe * 26 309 495 4.42 12 070 12 751 

Montreat 5 49 858 5 2 200 2 054 

Moore County * 5 56 576 6.25 3 120 2 331 

Mooresville * 18 213 126 6 11 282 8 781 

Morganton * 31 341 278 5 15 056 14 061 

Mount Airy 13 15.7 787 0 6 501 

Murfreesboro * 6 58 344 6 3 087 2 404 

Nags Head * 8 119 258 4.19 4 409 4 913 

Nash County * 21 260 304 5 11 479 10 725 
~ 
I New Bern * 20 221 150 3 5 855 9 III 
(j) 

New Hanover County * 80 559 150 8 39 469 23 037 

Newton 22 249 560 1.87 4 111 10 282 

Northampton C<YLlnty * 7 88 155 0 3 632 

Onslow County * 34 393 149 5 17 345 16 198 

Orange County * 31 400 302 5 17 661 16 492 

Orange Co. ABC Board * 2 28 696 6 1 519 1 182 

Oxford * 14 127 106 5 5 607 5 237 

Pam1ico County * 7 73 154 6 3 879 3 014 

Pas quo tank County * 8 79 193 5 3 494 3 263 

Person County * 11 124 753 5 5 504 5 140 

Pilot Mountain * 7 64 546 0 2 659 

Pitt County * 30 371 484 c: 16 389 15 305 ...J 



LAW ENFORCEt1ENT OFFICERS' BENEFIT & RETIREMENT FUND 

EMPLOYER NO. MEMBERS EST ~ PAYROLL EMPLOYER" SPECIAL" EST. EMPLOYER "BASIC 
FEB. 1978 FY 1979/1980 CONTR. FOR FEB. 1978 BENEFITSff FUNDING FOR 

Projected 1979/1980 ** 
Percent Annually (4.12% of Payroll) 

Pittsboro * 5 $ 44 336 3 $ 1 174 $ 1 827 
Raleigh * 316 4 902 079 6 259 514 201 966 

Ran10 * 5 61 416 5 2 709 2 530 

Reidsville * 24 289 136 6 15 307 11 912 

Richmond County * 20 244 990 8.81 19 045 10 094 

Robeson County * 45 503 758 5 22 225 20 755 

Rockingham * 10 99 810 6 5 284 4 112 

Rockingham County * 38 460 496 4.62 18 772 18 972 
Rocky Mount -it, 8 91. 664 0 3 777 

Rowan County * 11 119 408 4.34 4 573 4 920 
Rowan County ABC Board * 4 67 755 6 3 587 2 792 

:<::: Roxboro * 22 230 54} 6 12 206 9 499 
I 

-..,J Salisbury * 41 244 814 8.98 19 391 10 086 

Scotland Neck * 6 65 266 6 3 455 2 689 

Shelby * 40 488 811 0 20 139 

Smithfield * 20 220 306 6 11 663 9 077 

Southern Pines * 14 152 320 7.71 10 362 6 276 

Southport * 6 59 894 7.45 3 937 2 468 

Spindale * 10 99 076 5 4 371 4 082 
Statesville * 58 648 747 5 28 622 26 728 
Stokes County * 5 57 637 5.96 3 031 2 375 
Surry County * 19 212 745 3.84 7 207 8 765 
Swain County * 2 18 442 5 813 760 

Tarboro * 16 198 410 5 8 753 8 174 

Thomasville * 27 324 387 6 17 175 13 365 
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LAW ENFORCEME.NT OFFICERS' BENEFIT & RETIREMENT FUND 

EMPLOYER NO. MEMBERS EST. PAYROLL EMPLOYER "SPECIAL" EST. EMPLOYER "BASIC 
FEB. 1978 FY 1979/1980 CONTR. FOR FEB. 1978 BENEFITS" FUNDING FOR 

Projected 1979/1980 ** 
Percent Annually (4.12% of PayrolD 

Topsail Beach 3 $ 39 780 5.31 $ 1 863 $ 1 639 
Transylvania County * 15 146 962 5 6 483 6 055 
Union County * 23 251 246 6 13 301 10 351 
Vance County * 14 171 387 6 9 073 7 061 

Wade.sboro * 8 82 035 7.01 5 074 3 380 

Wake County * 80 1 168 022 5 51 530 48 123 

Wake Co. ABC Board * 4 66 817 6 3 537 2 753 

Wallace 15 142 623 0 5 876 

Warren County * 7 75 371 10.57 7 029 3 105 

Washington * 1 7 189 951 4.51 7 559 7 826 

Wayne Co. ABC Board * 2 25 540 5 1 127 1 052 

Waynesville * 1 11 940 6 632 492 
:a:: Wendell * 6 55 746 6 2 952 2 297 I 
co 

Williamston * 20 193 011 6.12 10 422 7 9"2 

Wilmington 17 294 902 0 12 150 

~Ti1son * 72 983 049 5 43 371 40 502 

Wilson County * 18 200 178 4.38 7 737 8 247 

Winston-Salem * 298 4 949 897 0 203 936 

Winston-Salem ABC Board * 5 89 270 5 3 938 3 678 

Winterville, * 4 41 861 6 2 216 1 725 

Woodfin 4 48 416 0 1 995 

Yadkin County * 9 92 018 5 4 059 3 791 

Yadkinville * 5 51 517 6 2 727 2 123 

Yancey County * 9 78 200 5 3 450 3 222 



LAW ENFORCEMENT OFFICERS' BENEFIT & RETIREMENT FUND 

EMPLOYER NO. MEMBERS EST. PAYROLL EMPLOYER "SPECIAL" EST. EMPLOYER "BASIC 
FEB. 1978 FY 1979/1980 CONTR. FOR FEB. 1978 BENEFITS" FUNDING FOR 

Projected 1979/1980 ** 
P~rcent Annually (4.12% of Payroll) 

Youngsville 4 $ 33 755 0 $ $ 1 391 

Zebulon * 4 48 416 5 2 136 1 995 

Hendersonville ABC Board * 1 14 484 12.50 1 598 597 

Carthage 1 10 826 0 446 

Halifax Co.ABC Board * 1 11 492 15 1 521 473 
Old Fort 1 9 207 0 379 

Tabor City 1 11 614 0 479 

Bertie County * 1 17 544 10.33 1 599 723 
Conway 1 9 615 0 396 
Lexington ABC Board * 1 12 240 5 540 504 

Conover * 1 9 262 5 409 382 

:;:; Danbury 1 8 609 6 456 355 
I Lake Norman 1 14 729 5 650 607 \.0 

Lenoir 1 19 271 0 794 
Cumberland Co.ABC Board * 1 16 320 0 672 
Randolph County * 1 18 700 6 990 770 
Rhodiss 1 9 520 6 504 392 
Mount Gilead 1 9 425 0 388 
Lucama 1 10 091 0 416 
Banner Elk 1 16 225 6 859 668 
Elk Park 1 8 609 0 355 
Hertford County * 1 12 294 8.84 959 507 
Benson * 1 8 922 5.08 4.00 368 
Garysburg 1 6 120 0 252 
Lenoir Co. ABC Board * 1 10 200 9 813 420 
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LAW ENFORCEr-1ENT OFFICERS' BENEFIT & RETIREMENT FUND 

EMPLOYER NO. MEMBERS EST. PAYROLL EMPLOYER "SPECIAL" EST. EMPLOYER II BASIC 
FEB. 1978 FY 1979/1980 CONTR. FOR FEB. 1978 BENEFITSll FUNDING FOR 

Projected 1979/1980 *"* Percent Annually <4.12'70 of Payroll) 

Locust 2 $ 21 678 6 $ 1 148 $ 893 
Matthews 2 25 622 5 1 130 1 056 
Nash Co. ABC Board * 2 23 120 5.37 1 095 953 

Pender County * 2 22 154 4.60 899 913 
Rowland 3 26 547 0 1 094 

Scotland County * 2 27 322 6 1 447 1 126 
Sharpsburg 3 27 200 0 1 121 
Whispering Pines 3 29 471 0 1 214 

Clinton ABC Board * 1 11 492 6 608 473 
Candor 1 8 609 6 456 355 

Knightdale * 1 8 867 4.14 324 365 

Pineville * 1 10 894· 6.89 662 449 
::;:: Granville Co. ABC Board * 1 13 600 7.09 851 560 ! 
f-' 
0 Gates County * 1 12 675 4.45 498 522 

Moore Co. ABC Board * 1 14 280 7.71 971 588 

Morganton ABC Board * 1 14 035 6 743 578 

Whiteville * 1 14 OL~9 8.38 1 039 579 

Onslow Co. ABC Board * 1 10 037 6.06 537 414 

St. Pauls * 1 13 804 6 731 569 

Monroe ABC Board * 1 10 948 6.75 652 451 

Cas'well Co. ABC Board * 1 9 139 6 484 377 

Hoke County * 1 9 629 7.09 603 397 

Raleigh-Durham Airport * 1 15 626 5.85 806 644 

Sanford ABC Board * 1 13 641 4GB8 587 562 

Grifton * 1 9 819 6 520 405 



LAW ENFORCEMENt OFFICERS' Bf~NEFIT & RETIREMENT FUND 

EMPLOYER NO. MEMBERS EST. PAYROLL EMPLOYER "SPECIA~' EST. EMPLOYER "BASIC 
FEB. 1978 FY 1979/1980 CONTR. FOR FEB. 1978 BENEFITS" FUNDING FOR 

Projected 1~79/l980 ** Percent Annually (4.12% of Payroll) 

Caldwell County * 1 $ 8 976 4.15 $ 329 $ 370 
Shelby ABC Board * 1 11 397 3.58 360 470 
Stanfield 1 ;B 840 5 390 364 
High Point ABC Board * 2 31 103 6 1 647 1 281 
Oakboro 2 22 018 0 907 
Roanoke Rapids * 3 35 591 0 1 466 
Saluda 2 17 272 0 712 
Troutman 2 24 929 0 1 027 
White Lake 1 9 833 5 434 405 
Vass * 3 29 961 9.64 2 549 1 234 

~ Mount Olive * 1 12 730 7.34 824 524 
I Snow Hill 1 10 594 0 436 ~ 
~ 

Wake Forest * 1 10 826 7 .. 54 721 446 
Newton Grove 1 8 500 1 75 350 
Statesville ABC Board * 1 10 200 6 540 420 
Norlina * 1 6 025 9.24 492 248 
Hertford Co. ABC Board * 1 14 715 6 779 606 
Coats 1 6 909 0 285 
Morehead City * 1 9 003 6 477 371 
Pitt Co. ABC Board * 1 12 512 5 552 515 
Beaufort Co. ABC Board * 1 14 824 7.67 1 003 611 
Norwood * 3 30 518 6.45 1 737 1 257 
Pine Knoll Shores 3 27 227 5 1 201 1 122 
Sylva 3 29 770 6 1 576 1 227 
Person County ABC Board * 1 11 791 6.50 676 486 
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( ENFORCEMENT OFFICER( LAW BENEFIT & RETIREMENT FUND 

EMPLOYER NO. MEMBERS EST. PAYROLL EMPLOYER "SPECIAL 11 EST. EMPLOYER 11 BASIC 
FEB. 1978 FY 1979/1980 CONTR. FOR FEB. 1978 BENEFITS" FUNDING FOR 

Prujected 1979/1980 * * 
Percent Annually (4.12% of Payroll) 

Kenly 1 $ 7 929 0 $ - $ 327 
Morven 1 9 969 6 528 411 
Mount Holly ok 3 36 394 7 2 248 1 49~ 
Vanceboro 1 9 207 6 {187 379 
Sparta ABC Board 1 7 072 5 312 291 
Mt. Pleasant ABC Board * 4 6 202 6 328 256 
Granite Falls ABC Board * 1 12 158 8 858 501 
McAdenville 2 28 873 6 1 528 1 190 
Rutherford County * 2 29 226 6 1 547 1 204 
Polk County * 1 9 656 6 511 398 

:<:: Vance Co. ABC Board * 1 11 247 8.85 878 463 I 
I-' 

Lincolnton ABC Board * 19 f\.) 1 135 4.64 783 788 
Northampton Co. ABC Board * 1 11 696 5.22 539 482 
Holly Ridge 1 9 969 6 523 411 
Faison 1 11 424 0 471 
Pikeville 2 24 330 0 1 002 
Pender Co. ABC Board * 1 9 969 0 411 
Enfield * 1 9 710 7 e 39 633 400 
Wilson Co. ABC Board * 2 27 214 5.78 1 388 1 121 

TOTAL $73 588 569 $3 031 853 

* Unit participates in the Local Governmental Employees' Retirement System 

** The latest actuarial estimate is 4.13% of Payroll. 

Prepared by the Department of State Auditor. 






