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DATA REQUEST NO. 6:

You state: “Historically, employees give $0.01 for every $0.02 provided by the employer,
meaning the employee is responsible for providing one-third, or approximately 33 percent,
of the contributed capital.” Please identify and cite the historical data supporting this
statement. In addition, please explain how this assertion aligns with the NRTA data
contained in your Exhibit SS-6, which indicates that employers at private companies
contribute an average of 5.2% of earnings.

RESPONSE:

Exhibit SS-6 page 2, has an illustration of the breakdown of pension funding. I did not
testify to what percentage of earnings fund pensions, but rather what level of funding is
required historically to fund pensions.

The Illustration on page 2 of SS-6, shows for every dollar needed to fund a pension, $0.63
comes from investment earnings, $0.25 comes from employer contributions, and $0.12
comes from employee contributions. The ratio 25:12 is not exactly 2:1, but extremely close.
This is the ratio I testify to.

The current PayGo pension has no investment earnings, so the plan can only be funded
through employer or employee contributions. In maintaining 2:1 ratio, the employee is
responsible for funding 33% of the pension liability given there are no investment returns.

I have included below the historical contributions for PERS 2. I calculated the same
employer-to-employee ratio and found historically the employee contributes 39.47 percent
of the amount contributed by the employer. With that said, it is important to note that both
the employee and employer contribute a smaller amount to fund the retirement. This is
because the funds are invested and have the benefit of earning returns from investments.

PERS 2 website: Chapter 6: Contributions - Department of Retirement Systems






