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Law-Decrees 101 and 102 of the Republic of Cuba
provide retirement, disability, and survivor pensions
for the personnel of the Ministry of the Armed Forc-
es (MINFAR) and the Ministry of Interior (MIN-
INT) of the Republic of Cuba. These two laws effec-
tive February 24, 1988 provide better pension
benefits than those provided under Law 24 on So-
cial Security that provides pension coverage for al-
most every other Cuban worker. The generous bene-
fit provisions under Laws 101 and 102 combined
with the size of the work force in the two Ministries
(estimated at between 5% and 10% of the Cuban la-
bor force) produce significant financial obligations
that would have to be addressed during a Cuban
transition to a market economy.

This paper describes the benefit provisions under
both laws, pointing out the differences in the treat-
ment of the MINFAR and the MININT employees.
It also points out the differences between the pension
promises for the members of this select group, and
those for the great majority of the Cuban labor force.
Estimates of the costs of these programs are calculat-
ed using an individual actuarial model that reflects
Cuban mortality and various possible economic sce-
narios. Finally the paper contains a brief outline of

cost reducing alternatives to the current pension
schemes for the personnel of these two Ministries
during and beyond the Cuban transition to a market
economy.

LAW-DECREE 101 OF SOCIAL SECURITY
FOR THE REVOLUTIONARY ARMED
FORCES (FAR)

Law-Decree 101 of Social Security for the Revolu-
tionary Armed Forces (Law 101) was signed by the
Cuban President, Mr. Fidel Castro Ruz on February
24, 1988." Its stated purpose is the improvement of
the living conditions of the military personnel and
their families. It replaces Law 1322 of November 29,
1976 whose benefit provisions were found lacking
according to Law 101’s preface. Law 101 provides
pensions to the military personnel in the event of ei-
ther retirement from the military, or disability during
active military duty, as well as pensions to the surviv-
ing dependents of military personnel who died dur-
ing active military duty.” Law 101 covers not only
current active military personnel and their families
but also those who have retired under the previous
legislation, Law 13223

The pension amounts under Law 101 are determined
according to formulae that take into account final

1. Gaceta Oficial de la Repiiblica de Cuba (February 24, 1988), “Decreto-Ley 101 de Seguridad Social de las Fuerzas Armadas Revolu-

cionarias.”
2. Ibid, Chapter I, Article 3.
3. Ibid, Chapter I, Article 2.
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pensionable pay and the years of pensionable service.
The final pensionable pay is determined as the sum
of the last monthly salary, which is based on military
rank and job position, and the seniority pay® but in
the case of military personnel paid according to a ci-
vilian pay scale the final pensionable pay is equal to
their last monthly slary.” For participants in special
historical events such as the assault on the Moncada
barracks or the landing of the Granma, years of pen-
sionable service include not only service in the FAR
but also the years elapsed since those events. Actual
months of service are also increased by a multiplier
that ranges from a factor of three (3) for those in-
volved in the attack on the Moncada barracks and
the landing of the Granma, to a factor of two (2) for
jet pilots and one and a half (1.5) for pilots, seagoing
personnel, Guantanamo border troops, air assault
troops, paratroopers, divers, and special education in-
structors.’®

Retirement pensions are called seniority pensions be-
cause they can be granted according to years of mili-
tary service independent of reaching any particular
age. Seniority pensions are granted after either 25
years of service, or after 20 years of service but less
than 25 years of service, or at age 50 after 25 years of
combined civilian and military service of which at
least 12.5 years has been in military service.”

The monthly seniority pension is calculated as the
product of the final pensionable pay and a base per-
centage that varies according to retirement age plus
an additional accrual per year of service in excess of
the years of service required for retirement. For those
with at least 25 years of service and age 55 and over,
the retirement pension is equal to 60% of pension-

able pay plus 3% of final pensionable pay per year of

1bid, Chapter I, Article 8.
Ibid, Chapter I, Article 9.
Ibid, Chapter I, Article 13.
1bid, Chapter II, Article 17.
Ibid, Chapter 11, Article 19.
Ibid, Chapter 11, Article 23.
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service in excess of 25 but no more than 90% of final
pensionable pay.® The seniority pension formula for
someone younger than age 55 but with more than 25
years of service is similar to the preceding formula
except that the base accrual rate is 50% rather than
60% and the pension amount cannot exceed 80% of
final pensionable pay. At no time the seniority pen-
sion can be less than $126 per month.’

For example, a member of the FAR could retire at
age 45 after 25 years of service and receive a monthly
pension equal to 50% of his final pensionable pay
for the rest of his life. A jet pilot would be eligible to
receive a similar pension while in his mid-thirties af-
ter only 12.5 years of active service, as would be the
case for a seagoing sailor after 16.67 years of service.
The top commanders of the FAR, Fidel Castro Ruz
and Ral Castro Ruz, whose service dates back to the
Moncada assault, have accrued to this date 126 years
of pensionable service (July 26, 1953 to July 26,
1995 times a factor of 3) but their pensions are
capped at 90% of their final pensionable pay ($450
per month'’) or $405 per month.

Those collecting seniority pensions are entitled to re-
ceive their pensions with no reduction while em-
ployed in the civilian sector after retirement from ac-
tive military service. The only exception applies to
those who have completed higher or professional ed-
ucation, and who are working in a position similar to
the one they held while in active military duty."" The
pension for this type of retiree is reduced by the
amount that the sum of their Law 101 pension and
their civilian salary exceeds their last military salary.
This and other features of Law 101 can be waived or

10.  Gaceta Oficial de la Repiiblica de Cuba (June 29, 1981), “Resolucién No. 769,” Tercero.
11. “Decreto-Ley 101 de Seguridad Social,” op cit., Chapter V, Article 52.
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ignored by a decision of the Minister of the FAR"
who can also assign special pensions to those whom
he deems deserving.

Law 101 also provides pensions payable to a MIN-
FAR member in the event of total or partial perma-
nent disability. The amount of the disability pension
is based on final pensionable pay at the date of dis-
ability, the number of years of service, whether the
disability is related to combat conditions or military
service, and whether the disability is total or partial.
Short term disability payments are provided under a

separate set of FAR regulations."

The amount of a total and permanent disability pen-
sion ranges from 75% to 90% of final pensionable
pay if the disability is directly related to military ac-
tivities and from 60% to 75% of final pensionable
pay if the disability is not directly related to military
activities."* Partial and permanent disability pensions
range from 40% to 50% of pay for military related
disabilities and from 30% and 40% of pay for non-
military related disabilities. Disability coverage is
normally extended to the three months after leaving
military service but it is extended indefinitely for
those whose disability is directly related to injuries or
illnesses suffered while in active military service or
during the insurrection against the Batista regime.

Law 101 also provides pensions to the surviving rela-
tives of military personnel who died or who are de-
clared presumed dead during their active military ser-
vice, and to the surviving relatives of military
pensioners. The survivor’s pension is calculated as a
percentage of either the applicable seniority pension
or the disability pension. The continuation percent-
age varies from 70% for one dependent to 100% for
three (3) or more dependents.”” Dependents eligible

12. Ibid, Disposiciones Especiales, Primera.

13.  Ibid, Chapter III, Article 24.

14. Ibid, Chapter III, Article 27.

15. Ibid, Chapter IV, Article 41.

16. Ibid, Chapter III, Article 35.

17. Ibid, Chapter I, Article 6.

18. Ibid, Disposiciones Especiales, Primera/Segunda.
19. Ibid, Chapter VI, Article 58.
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to receive these survivors pensions are spouses, chil-
dren, grandparents and grandchildren."®

Law 101 pensions are paid through the Population
Agencies of the People’s Savings Bank (Agencias de
Poblacién del Banco Popular de Ahorro) from the
general funds budgeted for Social Security.”” Law
101 does not address the issue of the contribution
amounts or the method of financing the military
pensions during the active military service of the
MINFAR personnel. It gives the Minister of the
MINFAR (currently Radl Castro Ruz) the right to
decree additional pensions, increases in pensionable
service, and special payment conditions to reward
members of the MINFAR who are perceived particu-
larly deserving of special treatment due to extraordi-

nary service or personal needs."®

Law 101 pensions can be suspended, modified, or
terminated under a variety of circumstances. Among
these, two special circumstances requiring the termi-
nation of the pension payments should be noted:
permanently emigrating from Cuba, and being sen-
tenced to a jail term for a crime against State Securi-

ty.1?

LAW-DECREE 102 OF SOCIAL SECURITY
FOR THE MINISTRY OF INTERIOR

Law-Decree 102 of Social Security for the Ministry
of Interior (Law 102) was also signed by President
Fidel Castro Ruz on February 24, 1988. Its stated
purpose is to improve the living conditions of the
Ministry of Interior personnel whose Social Security
coverage is deemed insufficient due to the nature of
their jobs. Law 102 provides pension benefits for the
“combatants” of the MININT and their dependents
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in the event of retirement, disability, or death.”® Law
102 is very similar to Law 101 except for some key

provisions that are noted in this section.

As in Law 101, pensions are provided after 25 years
of service but there is a minimum retirement age of
45.”' Seniority pensions are only provided following
a decision by the MININT to retire an employee or
after an employee receives approval to retire from the

MININT.?

As is the case for those covered by Law 101, those
under Law 102 have their years of service counted
from either their date of joining the Ministry of Inte-
rior or from the date on which they participated in a
historical event such as the assault on the Moncada
barracks or the Granma landing.” Also as under
Law 101, years of service are increased by a multiplier
applied to special service periods except that there is
no multiplier for pilots or seagoing personnel, and
there is a multiplier of one and a half (1.5) for service
in the border guards’ units.** Final pensionable pay is
determined based on the last monthly salary accord-

ing to rank and seniority.”

Pension payments under Law 102 are made from the
same source used for paying the pensions under Law
101: the Social Security budget. Law 102 does not
address the issue of the type or level of contributions
required to finance the pension accruals during the
active service period of the MININT personnel. The
Minister of Interior also has the power to provide ad-
ditional pensions, to increase pensionable service, or
to establish special payment conditions without re-

gard to other provisions of Law 102.

COMPARISON OF PENSIONS PROVIDED
UNDER LAW-DECREES 101 AND 102 AND
THOSE PROVIDED UNDER SOCIAL
SECURITY

The benefits provided under Laws 101 and 102 are
more generous than those provided under Law 24 of
Social Security (Law 24). This more generous treat-
ment extends to each of Law 24’s monetary benefits:
retirement pensions, permanent disability pensions,
and survivors’ pensions. The most significant im-
provements over the provisions of Law 24 are dis-
cussed below.

Pensionable Pay

Pensions are calculated under Laws 101 and 102
based on final monthly salary, while under Law 24
they are calculated using the average pay of the high-
est five (5) years of the last ten (10) years preceding
the pensionable event: retirement, disability, or
death. This difference in defining the pensionable
pay is not important in a constant salary environ-
ment (one in which the salary stays constant during
the ten years preceding the pensionable event), but in
a normal inflationary environment where salaries are
expected to increase over time, having pensionable
pay based on the last monthly salary provides a larger
pension than when it is based on the average of the

last five years.

Because of this definition of pensionable salary, pen-
sions under Laws 101 and 102 are greater than
equivalent pensions under Law 24 by a factor, rough-
ly equal to twice the salary increase rate of the averag-
ing period. For example, Law 101/102 pensions
would be 6% greater than Law 24 pensions if one as-
sumes a modest salary increase rate of 3%, and 49%
greater if one assumes a high salary increase rate of

25%.

20. Gaceta Oficial de la Repiiblica de Cuba (February 24, 1988), “Decreto-Ley 102 de Seguridad Social de las Fuerzas Armadas Revolu-

cionarias,” Chapter I, Article 2.
21. Ibid, Chapter III, Article 12.
22. Ibid, Chapter 111, Article 11.
23.  Ibid, Chapter II, Article 6.
24. Ibid, Chapter II, Article 8.
25. Ibid, Chapter I, Article 5.

451



Cuba in Transition * ASCE 1995

In addition, pensionable salary under Law 24 is cal-
culated using 100% of the annual salary up to
$3,000 and 50% of the annual salary above that
amount. Laws 101/102 recognize all pensionable sal-
ary at 100%. This means that anyone earning more
than $250 per month would receive a greater pension
under Laws 101/102 than under Law 24. The addi-
tional value ranges from a 5% greater pension for a
captain who earns approximately $300* per month
to 29% greater pension for the Minister of Defense
who earns approximately $450 per month.”

Retirement Age

Law 24 sets a normal retirement age of 60 for men
and 55 for women after 25 years of normal employ-
ment conditions, defined as conditions that do not
lead to premature aging or deteriorating health. This
is in contrast to Law 101 which does not set a normal
retirement age but rather a service requirement of 25
years and Law 102 which sets a normal retirement
age of 45 after 25 years of service. Because of these re-
tirement conditions those retiring under Laws 101/
102 are expected to receive pension payments during
a longer period than those retiring under Law 24.

The total value of these additional payments can be
determined as the increase in the annuity value of the
pension due to the earlier commencement age. The
magnitude of this additional annuity value depends
on the interest rate used to discount the future pen-
sion payments. For illustrative interest rates of 0%,
6%, and 9%, the annuity value of the Laws 101/102
pensions is increased by 66%, 28%, and 20% respec-
tively due to pensions being paid starting at age 45
rather than at age 60.

Minimum Pension

Laws 101/102 provide a minimum pension of $126
per month. This is about twice the minimum
monthly pension of $60 provided under Law 24.
The relatively high minimum pension under Laws
101/102 provides a replacement income greater than
50% for all pensioners with monthly salaries of less

than $252 per month which seems to apply to all
FAR personnel below the rank of captain.”®

Post-Retirement Employment

Laws 101/102 allow for the collection of a full pen-
sion after retirement as long as the pensioner has not
received higher education and is not employed in the
same kind of job performed while in active service. If
both these conditions are met, the pension is reduced
by the amount that the sum of the pension and the
current salary exceeds the last monthly salary while
on active service with the FAR or MININT. Law 24
applies the same pension reduction formula to all re-
tirees.

The author does not have access to any documentary
evidence on the application of this provision of Laws
101/102. Nevertheless, anecdotal information sug-
gests that FAR and MININT pensioners who are re-
tired around age 45, and who join a civilian enter-
prise after retirement, are collecting both their full
pensions and their full civilian salaries. In a market
economy this practice would lead employers to hire
military pensioners over equivalently qualified civil-
ian personnel because they have lower salary require-
ments. In a highly politicized non-market economy
with limited desirable employment options such as
Cuba today, this policy leads to the exclusion of civil-
ian personnel from many desirable employment posi-
tions because of the established relationships among
former FAR and MININT personnel, and the classi-
fication of large sectors of the Cuban civilian econo-
my as national security sectors.

COSTS AND LIABILITIES OF PENSIONS
UNDER LAW-DECREES 101/102

To accurately establish the costs and liabilities of the
pension promises under Laws 101/102 one would
need far greater data than what is readily available
from published sources about the FAR and the MIN-
INT. This section details an estimate of the costs
and liabilities for Laws 101/102 first from an individ-
ual participant perspective and then in aggregate for

26. Defense Intelligence Agency, Handbook on the Cuban Armed Forces(May 1986), p. 1-27, Table 3.
27.  Gaceta Oficial de la Reptiblica de Cuba (June 29, 1981), “Resolucién No. 769,” Tercero.

28. Handbook on the Cuban Armed Forces, loc cit.
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the entire FAR and MININT. This section is divided
into two parts: the first briefly describes the assump-
tions and methods used in determining the costs and
liabilities, while the second details the results of this
estimation.

Assumptions and Methods

Due to the lack of data on the demographic compo-
sition of the FAR and MININT personnel, costs and
liabilities have been estimated assuming hypothetical
participants under both an average salary method
and an average pension method. Both methods result
in ranges of possible costs, expressed in pesos and as
percentage of salaries. The average pension method
also provides a range of values for the pension liabili-
ties.

Average Salary Method: Under the average salary
method, costs are determined as a percentage of sala-
ry for a hypothetical participant who joined either
the MININT or MINFAR at age 20 and who will re-
tire after 25 years of service at age 45. Costs are deter-
mined under two salary scenarios: Slow Track and
Fast Track. The salary under the Slow Track Scenar-
io is assumed to remain constant throughout the en-
tire 25 year career, while under the Fast Track Sce-
nario, the monthly salary increases annually from
$120 at hire to $450 at retirement. The Slow Track
Scenario reflects the career of a noncommissioned
officer who is never promoted while the Fast Track
Scenario simulates the career of a noncommissioned
officer who rises to minister at retirement. The Slow
Track Scenario results provide a lower limit on the
costs of these programs while the Fast Track Scenario
results provide the upper limit.

Costs under the average salary method are deter-
mined by first calculating a pension cost as percent-
age of salary by dividing the present value at age 20
of a pension equal to 50% of final salary payable
from age 45 by the present value of salaries from age
20 to age 45. These present values are determined us-
ing representative interest rates of 0%, 6%, and 9%.
No actuarial decrements are assumed during the 25

years of active service but mortality derived from a
Cuban life expectancy table® is assumed in the post-
retirement period. The total cost of the program is
then calculated by multiplying this percentage of sal-
ary by a total payroll that assumes 180,000 active
participants with an average salary of $250 per
month. This total cost does not reflect the accumu-
lated cost for past pension liabilities.

Average Pension Method: Under the average pen-
sion method, the present value of future pensions is
determined assuming an average monthly pension
of $126 per participant. This present value is calcu-
lated assuming six different service scenarios: 25, 20,
15, 10, 5, and zero years to retirement at age 45, and
three different interest rates scenarios: 0%, 6%, and
9%. As under the average salary method, no actuarial
decrements are assumed while in active service and
Cuban mortality is assumed after retirement at age
45. Similarly the estimates are based on the assump-
tion of 180,000 active participants with an average
salary of $250 per month.

Costs under the average pension method are deter-
mined as the sum of two components: a Normal
Cost, and an Amortization Cost. The Normal Cost is
determined by dividing the present value of future
pensions by the total years of pensionable service
(25). The Amortization Cost is determined by amor-
tizing over the number of years to retirement the Ac-
crued Pension Liability. The Accrued Pension Liabil-
ity is determined by multiplying the Normal Cost
by the number of years of past service. Costs under
this method are also expressed as a percentage of total
salary by dividing the sum of the Normal Cost and
the Amortization Cost by the total payroll.

Estimates of the Costs and Liabilities of the
Pensions under Laws 101/102

Tables 1 and 2 detail the results of applying the pen-
sion cost methodology described above. It should be
emphasized that these cost estimates are very rough
and that a more accurate estimate of the pension
costs and liabilities would require far more detailed

29. Ricardo A. Donate-Armada, “Cuban Social Security: A Preliminary Actuarial Analysis of Law #24 of Social Security,” in Cuba in
Transition— Volume 4 (Washington: Association for the Study of the Cuban Economy, 1994), Table V, p. 168.
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demographic information. Still, the above described
methods allow for the establishment of a range of
possible accrual costs for Laws 101/102 pensions.

The average salary method produces current service
accrual costs that range from 637 million pesos to 32
million pesos. The most realistic interest scenario of
6% narrows this range to between 140 million pesos
and 65 million pesos with a median accrual cost of
103 million pesos. This accrual cost does not reflect
the additional cost of recognizing any accrued pen-
sion liabilities for past service to date.

The average pension method results in a wider range
of accrual costs, principally because it includes the
additional cost of amortizing the past service liabili-
ties over the remaining years to retirement. The cur-
rent service accrual costs under this scenario range
from 13 million pesos to 8.5 billion pesos. It should
be noted that among these scenarios the more realis-
tic ones are those assuming 10 or 15 years to retire-
ment and an interest rate of 6%. The accrual cost
for these two scenarios range from 122 million pesos
to 243 million pesos with a median accrual cost of
183 million pesos.

It is interesting to note that the results for the 20
years to retirement scenario under the average pen-
sion method are similar to those for the Slow Track
Salary scenario under the average salary method.
There is a similar correlation between the 15 years to
retirement scenario under the average pension meth-
od and the Fast Track Salary scenario under the aver-
age salary method.

Both methods ignore the current cost of Laws 101/
102 for pensions in payment. Monthly retirement
pensions could range from the minimum monthly
pension of $126 to 90% of the maximum pension-
able salary or approximately $405 if one takes the of-
ficial Minister’s salary as the maximum monthly sala-
ry. The number of pensioners under both Laws 101/
102 could be estimated as 20% of the number of ac-
tive participants or 36,000. This would lead to total
annual pension payments of between 54 million pe-
sos and 175 million pesos with a median of 115 mil-
lion pesos.
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Putting together the median estimates for both ac-
tives’ accrual costs and pensions in payment, the total
annual costs for Laws 101/102 could be estimated to
fall between 218 million pesos and 298 million pe-
sos. The low end does not include the accrual costs
for any past service liabilities.

TRANSITION ISSUES AND
RECOMMENDATIONS

From the previous section it is clear that there are sig-
nificant financial issues that must be faced during the
transition to a market economy because of size of the
pension liabilities created by Laws 101/102. The
beneficiaries of these pension promises are probably
the individuals most responsible for placing Cuba in
its current economic distress, not to mention its po-
litical situation, but unless one could bring about a
complete liquidation of existing legislation, institu-
tions, and relevant individuals, the transition team
would be faced with the challenge of reducing the
MINFAR and MININT ranks in a gradual and or-

derly manner.

Laws 101/102 could provide a mechanism to cashier
many if not all of those who would be most antago-
nistic to a transition to a market economy. At the
same time the generous benefits regime under Laws
101/102 cannot be continued without putting seri-
ous pressures on the finances of the new government
or on the health of the transition economy.

Whatever decision is reached regarding the ultimate
fate of Laws 101/102, a complete actuarial study
should be completed to determine the liabilities and
future costs of their pension obligations. This study
requires the identification of all those eligible for
benefits under both laws including those in active
service and those receiving pensions. For those re-
ceiving pensions an additional effort should be made
to identify which portion of their pension was calcu-
lated according to the letter of the law and which
portion is due to discretionary decisions by the rele-
vant ministers or government officials.

The actuarial study should calculate each partici-
pant’s accrued benefit and corresponding annuity
value. The calculations for active participants can be
used in the establishment of a compensation baseline
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for cashiering active MINFAR and MININT per-
sonnel. Annuity values for pensions in payment will
be used to establish the funding requirements for the
pensions in payment.

If Laws 101/102 are kept as the bases for providing
pensions for military and security personnel, they
should be amended to improve administration and
accountability. The first step should be to separate
the funding and administration of these pensions
from the administration and budget of other Social
Security programs. Both laws should be amended to
eliminate the Ministers’ discretionary powers to pro-
vide or improve benefits, and the service multipliers
due to participation in historical events. They should
also be amended to permit the payment of pensions
to those leaving the country. Special effort should be
made to revoke additional pensions granted in the
past for reasons other than economic hardship.

An alternate system to Laws 101/102 would be to
provide benefits in line with those provided by a re-
vamped Social Security system. This may involve the
establishment of individual retirement accounts
which are funded by participant contributions at the
same level as the general Social Security system, and
supplemented by additional government contribu-
tions for increases in salary or rank, or performance
of meritorious services. This system will provide ben-
efits which are similar to those of the general popula-
tion and it is subject to the same annual budget disci-

pline required to establish payroll budgets. It also has
the advantage of vesting the participants in pension
accruals at the time they earn them.

It would be advisable also to establish a fund for pay-
ing the old pensions under Laws 101/102. At its in-
ception, this fund could be built up from the pro-
ceeds of sale of military properties and surplus
equipment. Any unfunded liability should be funded
over the long-term from general revenues. It is be-
yond the scope of this paper to determine the specif-
ics of establishing this fund.

CONCLUDING REMARKS

This paper provides a first estimate of the financial
costs and liabilities under the special pension regime
of the MINFAR and MININT personnel. Although
the lack of accurate and detailed demographic data
hampers the estimation of these costs, this paper pro-
vides a basis to roughly estimate the annual cost of
the Laws 101/102 at around 300 million pesos as-
suming 180,000 active participants and 36,000 retir-
ees. Any transition to a market economy should in-
clude placing these pensions on a sound financial
footing which would include recognizing any legiti-
mate promises made to exiting pensioners but replace
the current system with one that is more financially
sound.
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Table 1.

Salary Method

Estimate of Annual Costs for Active Participants under Laws 101/102 under Average

Interest Rate=0%

Interest Rate=6%

Interest Rate=9%

Costs as a Percentage of Annual Salary
a. Slow Track Salary
b. Fast Track Salary
Total Annual Salaries
a.  Number of Participants
b. Average Monthly Salary (Pesos)
c. Total Annual Salaries (Pesos)
(2.a)x(2.b.)x12
Total Annual Costs (In Millions of Pesos)
a. Fast Track Salary
(1.a)x(2.c.)
b. Slow Track Salary
(1.b.)x(2.c.)

63%
118%

180,000

250

540,000,000

340

637

12%
26%

180,000

250

540,000,000

65

140

6%
14%

180,000

250

540,000,000

32

76
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Table 2.  Estimate of Annual Costs for Active Participants under Laws 101/102 under Average

Pension Method

Interest Rate=0% Interest Rate=6% Interest Rate=9%

1 Costs as a Percentage of Salary

a. 25 Years of Service to Retirement 63% 6% 2%
b. 20 Years of Service to Retirement 79% 12% 6%
c. 15 Years of Service to Retirement 105% 23% 12%
d. 10 Years of Service to Retirement 157% 45% 28%
e. 5 Years of Service to Retirement 315% 113% 77%
f. 0 Years of Service to Retirement 1574% 688% 519%
2 Total Annual Salaries (Pesos) 540,000,000 540,000,000 540,000,000
(See Table |, 2.c.)
3 Total Annual Costs (Millions of Pesos)
(1.)x(2)
a. 25 Years of Service to Retirement 340 35 13
b. 20 Years of Service to Retirement 425 65 30
c. 15 Years of Service to Retirement 567 122 66
d. 10 Years of Service to Retirement 850 243 149
e. 5 Years of Service to Retirement 1,700 609 416
f. 0 Years of Service to Retirement 8,502 3,716 2,802
4 Accrued Pension Liability
a. 25 Years of Service to Retirement - - -
b. 20 Years of Service to Retirement 1,700,450,237 231,744,592 99,978,933
c. 15 Years of Service to Retirement 3,400,900,474 620,253,080 307,659,962
d. 10 Years of Service to Retirement 5,101,350,710 1,245,057,805 710,059,482
e. 5 Years of Service to Retirement 6,801,800,947 2,221,557,601 1,456,686,037

0 Years of Service to Retirement

8,502,251,184

3,716,181,504

2,801,615,040




