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Minutes: 

The committee was called to order, and opened the hearing on 1-IB I 025. the combined 

budget for the Rcti1·cmcnl and Investment Office (RIO) and the Public Employees Retirement 

System (PERS). Rep, Huetter is absent, but excused from this hearing. 

Steve Cochrnnc - Executive Di1·cct01· of the Retirement Investment Offkc (RIO) - had 

p1·epul'Cd w1·ittcn testimony, With him were the Deputy Executive Director and the Fiscnl and 

Investment Officer, In the budget we have come before you with a basi.: budget of I 00% of' 

previous bictrnium budget und also have certain requested items beyond thnt I 0011/0, which arc 

csscntinlly represented by 2 things - one is an additional FTE rcqu~!stcd !or the State Investment 

Bom·d Progmm, und the othc1· is for cducntionul needs for trnstccs on both th0 State ! nvcstmi:111 

Bonni und the Tcnchcl's fund for Retirement. The Rcti1·cmcnt Investment Ol'tkc is cha1·gcd with 

rc5ponsibility of udmlnistcring the investment prngrum for the investment board which the dollar 
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amount is apprrn1ching 4 billion dollars, nnd .ilso administer the benelits program for the teachers 

fund for r,~tircmcnt which is excess of a billion dollars. 

On page J of the written testimony then: arc graphs tlmt relatl: to the request f<.)r the 

additional FTE. Right now the office has l 7 persons in the Retirement Investment oftkc, 

essentially 4 of these persons arc assigned to the State lnvest1mmt Board, and the other 1.1 

pe1·so11s work in the Teachers Fund frw Retirement. Rcfol's lo the graphs as to the growth or tile 

flrnds, divergence ol' the fl111ds 1 and investment dollilrs per budget dolltll's has incn:ased 

drnmatically, 011 the second graph they have added the udditional FTE requested, 

Mr, Cochrane spcaki; of background on the request includes i11fomrntio11 on the bo,ml 

und how it used to rely heavily on outside consultants for guidance l<.)r investment information, 

and now the board is 11 members strong, thnt gets itscl r involved very instrumentnlly with till the 

tktails of' the investment programs. We 111n1wge 18 di f'tcre11t pools of' i11v1.Jstmc11ts for a variety of' 

clients, 9 of which arc statutory t1nd 9 of which arc co11tt·a<.:tual. We also have 20 im'cst11w11t 

managers who help carry out euch of these individualized mandates. Tlw program itself is 

becoming increasingly more complex, using 11 different asset classes, within cHch of thcst.' we 

huve II variety of styles and strategics that work, some lit\! very tedrnologicnlly advatu.:cd, so1111 .. • 

synthetic strntcgics thut rcquirc a high lcv!.!I knowledge of'undcrstanding by the State lnvestnll'nt 

Bonrd, This Boa1·d rccc..ives cducution every month, fhcy arc vcry active in the decision 

mu king, Thcrcfo1·c, the othe1· purl of our request, the monl.!ys for stuff and board cducation, arc 

cdticnl to allowing these boun{ mt.?mbct·s to cm·1·y otll their fidudm·y duties. By law. these 

members urc charged with acting us prudent investors, and a1·c in lhct lcgnlly responsible fi.)r the 

decisions they mukc. 
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Page 3 of the written testimony at the bottom 1 not<.!s the historical total of FTE's for RIO. 

The new individual sought would be to assist a lot in the investment accounting functions. u lot 

of the day to day maintenance of the investment progrmn which would then allow Connie, our 

Fis(.:a) and lnvci;tmcnt officer, to have time to deal \Vith more complex duties, such as risk 

analysis, trucking the managers1 supplying more d<.!lailed reporting to our clients. \Ve have 18 

clients, and we are their money managers, We have been able to meet their needs, but not able to 

report to them with the frequency that they ckscrvc, and would like to sec, We monitor these 

funds very closely, but we actually have been at a loss to provide the quality of reporting that we 

should be able to provide to our contractual clic11ts. We stl'i vc to provide good, quality service to 

clients, and want to 1rnurngc risk and returns. 

Asking for support of'our budget request. Notes that there an: t1 number or uttachmetlls to 

hh; written testimony, 

Rep, Koppelman: Do eontrnctual clients pay foe:.; that ure sufficient to offset the costs of 

providing the services that you render for them'? 

RcHponsq: We do cluu·ge foes on u pro rnta bush; to our clil!nts, uml have a mi,,inwm 

u1rnuul Ice in place of$ I 000, Thct\! is no doubt thut even on a pro rnta base. it is foil' to all. Tlw 

larger funds make it uvuilnblc to the s111nllc1· funds to get world class manuge111c1H that tlwy might 

be able lo get stnnding alone, 

Rep, Ko1,p~1llilll: Thul is tine ns long us it is n win~win situation but if the contrnctw1 I clients 

costs you in terms of rcsourees 01· time or stuff, nnd c1·eutei,; yolll' need for un additional pcrso11. 

ond lhelt' fees don't offset those co:-1ts1 then the stnte would be concerned, 

Rcspons~: Ag!'ccs. Thnt is why there is u minimum foe, und the office is charged with 

bclng uvnllublc to nny politicnl subdivision who ui,prouchcs us, We strive very hurt! not to 



Pn~l.l 4 
Government Opcrotions Division 
UUI/R,.rnolution Number I 113 I 02~ 
Heuring Dute Junuury 16, 200 I 

coin1wto with privutc industry. We do not market ou1· scrvk:cs, don't pro,u.·tiwly s1.11.'k l.'liL·11ts, but 

If someone conws to us, we must bring them in. 

Bcp, K.vpnclmnu: If you look ut the historical FTH's on page 3, it scl.!ms 10 coi111.:idc with the 

tlmo period on technology explosions, and tl.!chnology makes us more cl'lkicnt, llow docs this 

piny n role. 

Bi;sponsc: Agrees that technology docs cnhnncc the ability to service thL·ir clients. 

However, it can only go so for. Without the technologicul i111provct1H.'llts, many more persons 

would be needed. K1..~cp in mind on the Teachers Retirement side, there arc increasing m1111bcr of 

rotin'cs, nnd this requires pcnmnul I on I contact. Still a need for persons, 

Rep. Glusslwim: J low do the spccinl funds come about'? They appcur lo be a sm11II cost of 

umounts undcl' munagcmcnt. 

Response: All special funds, don't ask for any general fund dollars, and thcsc funds me 

handed over to us for purposes of investment mnnugcment. From these fl111ds, nl I costs ol' 

ndministration, investment manugcmcnt, consulting services, urc extracted. It is ull trucked very 

carefully so that only f\mc.ls that benefit from particular services pay for those services, Its all pro 

rata basis. They arc less thut 3/1 000's of 1 percent. 

Chairman Byerly: On the contractual accounts, how much of your staff time is spent handling 

these contractual accounts in FTE's. 

Rcsponsr: Over the years the structure of servicing all the clients is stream lined. 

Because we are able to commingle the accounts that arc the pension trnsts1 and then those in the 

insurance trusts, the work we do arc done simultaneously with the other participating accounts. 

The process is very efficient. The time for individual attention takes very little time in the year. 

Very small number of FTE. 
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~purb Collins: Executive Director ol' North Dakota Publil' Employees l~ctirc1m.•n1 

System (PERS), lie had prcpurcd written testimony. It was identified on page I ol' the written 

tustimony wlrnt PHR8 docs, and the programs adminislcred. On pag1.: 2. J and 4 of tlw written 

testimony nccomplishments of the ugency ur~ noted: I J received u national achievement uw11rd: 

2) received n fi1111nciul reporting national uwnrd: J) implemented a new Dcl111ed Contribution 

Rotin.mrnnt Pl'Ogrum enacted by the legislature last session, having 44 meetings, developing plan 

projections of tho 630 r-iigible purticipants1 um! completed changes to the 11rninlh1mc system. 

solcc:tcd a record keeper und determined investment options: 4) implcnwntcd a new J>ortuhility 

Enhancement Prngrnm pnsscd by the lust session, completed programming changes to the 

muinfrumc, und held 133 meetings uround the stute: 5) instituted a provider-trninlng program for 

the 250 deferred comp ugents, holding IO training sessions in the state: ()) implemented bcnelit 

improvements for the PERS Retirement Plan, the Judges Retirement Pinn and the 1-1 ighway 

Patrol Retirement Pinn; 7) processed 750 new retirees; 8) conducted 14 pre-retirement seminars: 

9) successfully rebid the Employee Assistance Program for state employees and implemented 

that program; I 0) produced n comprehensive annual report: 11) continued the dissemination of a 

comprehensive product profile for membership: 12) processed over 32,000 claims in Flex-Comp 

program; 13) successfully responded to the Y2K challenges: 14) sent annual stntcments to all 

PERS members and retirees; 15) conducted over 1200 individual counseling sessions: 16) 

responded to over I 00,000 culls; 17) developed an IT plan: 18) completed an actuary experience 

study for PERS, HPRS und Retiree Health Credit Program: and 19) completed and asset/liability 

study for PERS and Highway Patrol Retirement Plun. 
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The agency is conc·crncd with providing scrvil:es to members and lll'\! 1.·ogni1an1 lhal the 

ovcrnll levcl of scrvk·c needs to be provided in a llHllllll.!I' that is satisfoctory to our membership. 

Level of sutlsfoclion in I 'J95 WHS 8311/c,, i11 I 9lJ7, lJJ'½,, and in I l)lN, 88%, The board thanks 1'11.• 

committee for its pust st1pport. 

Beginning on pngc 4 the testimony turns to the budg1.•t requests. The scop1.' of s1.·n·ic1.•s 

within the agency has expanded as w1.1ll us the membership in the various progn1111s. ;\ good 

measure of the ov\.:rull cost of our services is dl.-)1\:rmincd by tlw average cost 1wr rncmbcr t,,,. all 

rrogrnms, Pages 5 und 6 of the writh.·n testimony note an historieal cost per nw111bcr listing, Tlw 

executive budget recornn11.mdation shows an increase of about I J.5 1½>, broken down into severnl 

components - the governor's proposed compensation pm:kugc, to retuin a student internal auditor. 

to implement un IT strategic plun, f\mding fc.ir continuation of a 1wwslcttcr, 11 new benefits 

spcciulist position to provide member education, und to continue a replacement schedule for IT 

equipment - more fully cxplnined in the wl'ittcn testimony on pages (l through I 0. 

On pngc IO of the written testimony it is noted thut suvcrul items were not fumkd in the 

executive budget, including I) converting a temporary employee to pennnncnt: 2) increasing the 

internal auditor position intern to f\tll time to nssist in monitoring contracts; und 3) increasing our 

half-time IT position to full time. The office is continuing to monitol' new fctlerul requirements 

arising pursuant to HIPAA. Also continuing to review these regulations to determine if they 

have any effect on the PERS administrative budget. 

The funding for our proposed budget is special funds, This means thut the costs arc puid 

directly from the various programs the agency administers. 

Rep. Koppelman: The new plans implemented in the last legislative session, how have tlrnse 

implementations gone, What is your assessment of the status so far? 
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l~!:l:iPOns~•: Th~' Implementation of thl.-1s1..· programs went r1..•ully smoothly. Th1.• parlil.'ipant~ 

hud to mukc 1111 oluctio11, und did u series or 111ecti11g, and cduca1io11. Alh.•r 11 survey 1.·ornph..•h.•d, 

there wm, u general positiw reaction, We lrnvl.' not gone back Hild s111·vcyl.'d par111..:ipn11ts J\.'l.'l.'lllly. 

&Ui. Konpclmrul: You tulkcd 11bout tltu cdw.:ation componcnl and asked for dollars li>r that. is 

thl: provider bcuring some cost for the cducutio11, 

~msg: Actunlly, they nrc going to be hcming quite a bit of the cost hccm1sc 01,r nik· 

is to organizl.l a scs:iion, get thcrn 111 place, und beyond that lhl.! provkkrs should do 111osl of th1.• 

work, so it helps us, and rcdu1.:cs whut we need. We don't vi1.1w ot1rscl\'cs as linarn:ial planm:rs, 

so we 1·ely on the provider that w1.1 co11t1w.:t with, und they bring in tlw people tlwl rn.:tunlly 

cngngc in the training. Americun General, who we contract with, lws 2 agcnls in the stall! that 

urc assigned to the PEP progrum. They arc talking about increasing their m1111bcr to 4, By our 

providing more resources to that w1~ cnn better utilize them mol'c, The same thing with 1-'idclity. 

Rep, K,oppelmnn: Your testimony talks about 2 ½%for a new benefits sp1.1dalist position to 

provide member education, but you just said that the companies would be doing most of that. 

Response: The benefit specialist would be doing the coordinating of the meetings, 

getting things set up, working with the companies, We will be involved in it to that extent. Gave 

the committee an example. This would allow us to do more meetings in a year. 

Rep. Koppclmu11: What would 2 ½% increase amount to in dollars'? 

Response: A total of $85,000, 

Rep, Koppelman: Your arc suying that you need $85,000 for an employee to schedule meetings, 

It sounds excessive to accomplish that task. Can this not be done with current staff'? 
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H.c~pons\;: We can do this, but the numhl!I' of seminars that l!<Hlld be plll 011 is limited. 

By uddlng lhis udditio1wl person, we can get around to thl! sl!minars ,HUHH1lly, The go11l is to 

provide scminurs to groups of ubout 20 persons, out or polcntilll I c,,000, 

so 011, und you 111lkcd ubut 5 112% for implementation, What docs thut mean'! 

R1:i:;pons\.l In our IT Slrntc6ic plan we talked nbout doing snmc IT pro,i1;cts in dcvl.!loping 

programs to utilize lhc internet UPll voice response systems. Gave a few cxampks. ( ioal is to 

mnkl! progrums more ucccssiblc, und to get rid of the pap1..1r. Want to make things more 11vailabk 

to the customers, on the int~rnct, and less by contact with staff HI the oflicc, Ruther tlrnn just 

annual informntion, would like tl1 make it regularly avnilabk 

R\JJ1, Koppclmaq: Is the mujor cost of both lhcs<.: ureas human? Slaff time on both IT and 

cducution. 

Rcspomu;: We would contrnct out thl! ITD to do the IT projects. They do the 

progrumming. 

Rep, Carlisle: On pugc 2 of the 630 eligible participants, what purticipation rute did you have'! 

Response: 38%. 

Rep. Carlisle: On page 3, number 7, you suy you processed new retirees. What is the trend? 

Response: We arc up, and hard to predict. Next year, assuming we have several 

proposed benefit enhancements, and utter the legislative year we get n bump in retirees, Then it 

goes down, then another bump up. The number of retirees in PERS seems to be moving into a 

mature plan - paying out more than what is being taken in. In a mature stage the number of 

retirees begins to }eve) off. We are up to about 4,500 - 5,000 retirees, 

Rep. Koppelman: Of the 38% participation rate, is there another oppo11tmity window'? 
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fulli!lilllli~: Wus II I time window under existing i,tatutc. Two bills wen: ~llh111illl.'d during 

thu l11tcrim, 011c allowing II new window, the oth1..1r to expand the option lo all employees. 

&u1Jilillrcl1ill: In regmd to the 1-!ducational procl·ss, say that l\mcrkan <kncrnl partkipates with 

you in putting 011 these scminurs. 1 assu,rn.' they arc making ii prolit or wouldn't he doing this. 

R1:spons~: American Cknernl is ow· provider, bused upon u ~:ompctilivl.! bid. Part ()f tlrnt 

bid mukcs thl.)m 10 be nvuilublc 10 us for nwmb1,.•r education, So WI.' need to g1.•t them i11vol\'cd 

more. To thu l.!Xtl.)nd there is more involvement in these plans, there will he more administrative 

foes. Of the IO providers they have the lmgcst m1mbcr of pmtkipw1ts. 

!hip, Sknrphol: Whut is their co111111itmc11t of resources as u p(.)r1.·c11tugc of this cdw.:atlonal 

process'! Arc they puying half. or urc you paying all. 

Response: Their lcvd of this is their stuff~ What we do is work with ·1hc ag1.•ncy to 

coordinate a meeting. They come in and talk ubout linunciul plu1111ing. 

Rep. Skarphol: Cm page 5 you huve the cost per member per progrnm. It Eccms to me that there 

is some unusual fluctuation in vat:ious years. Can you explain'? 

Response: Some of that has to do with the new progrums being assigned. When a new 

progrum comes on line, the number of persons in the program is added into the numbers. und 

cause some fluctuation. 

The chairman closed the hearing on this bill. 

January I 6, 200 I (later in the day) 

The committee was called to order, and opened the committee work on HB 1025. 

Chairman Byerly: Anyone hnvc any thoughts ns to the RIO and PERS bill. If I remember 

correctly both these uskcd for FT E's lust session and I don't think we gnvc them to them. 
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J.h~~ponH~: from LC or 0MB, nlkr looking at budget book. answers lhut llwy got 2 111.:w 

FTE's lust tin1c. And climinutcd one FTE from RIO. 

[11.uinnrutByerly: As to the ddi1wd contribution plun. and looking l<H' a pcnm11 to do 11101\· 

cducationnl things1 11nyo1w switching from II dclined bcm:11ts plan to a dcli1wd ~:011tribllti1111s pl:111 

has to be more savvy und informed us tn whul they urc dolng with their rctirc11icnt to hegi11 with. 

Th,.; surv1..·y was that 60% undcrstnod tile risk, and 4011/ii said they did not. I would bet that thos1.• 

401¾1 were in the dc11ncd bcrwlil plan. Thi.! companies hired were drnrgcd with the job to do 

counseling to the persons in thu plan. That's 011 the PEHS cm! of it. 

Rep. Koppel mun : Says that these were bis lhoughts, mid that if !.!ducat ion is ncc~·ssary, it is the 

responsibility of the providers\ to provide the scminms, There me kinds of educational things li.)r 

the private sector. und we should not be in 1.,•ompetition with other busincssc:;. The other issul.! is 

the IT needs, and about H quurtcr of 11 million dollars. 

Rep, BycrI.x: It wns discussed us to last sessions incrcusc of salary line items, Hcross the board 

then, There urc specialized persons in an office like this, that they got a more signi Ii cant increase 

that normal. But that wus u sizublc jump lust time, As to PERS there is anotlwr $40,000 of other 

agency~ lwrn for market equity udjustmcnt. We me still putting in a rather large increase in the 

salary line item, There didn •t seem to be any testimony us to employee tu mover causing this. 

Rep, Glasshcim : Asks why the committee cures about special fonds that a board takes care of, 

and us a percentage of funds under management, and why the FTE's expected wouldn't go t1p ,is 

the amounts of funds goes up. He was impressed by the nmounts of funds and the pro tits. 

Rep, Byerly: The response was that the legislature hus an oversight responsibility over and 

nbovc the board, to insure that the funds do perform properly and that the money is handled well. 
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(tupc f/2, side I\) 

Discussion ns to thu responsibility of' the ot'lkc. thl.! need of persons 10 providt.· lhe job as 

sp!.!cilfod in th!.! ci.•ntury code, arc thl.'ly doing what they arc supposed to, or arc th1.•y trying to 

expand out into difforcnt m~as. There has bccn sonw concern that both oflk1.•s \\\'l'l.,1 asking for 

l"l'l"'I ' ~ S, 

Bcp. Bycrlx: Any thoughts us to 1{10. There is thl.! salmy incn:asc due to lhc equity adjustment. 

Hud thoughts ubout this FTE rcqul.!stcd, and folt mon.: comthrtabk with this n:qucst, because this 

FTE is to do monitol'ing of invcstmcnts, and isn't a training person, or a public rdutions pl'rso11. 

This would be an anulyst. 

Rep. Glusshcim: Noted that last session there was nn increase in salaries, not spread out m:ross 

the bourd, but for individuals, 

gcp. flyer!~: Asked for this purticulm budget that OM B give th1.: committee some bal..'kground 

on the travel numbers - for an additional $14,000 of trawl requested over and tibovl.! be fore. 

Rep. Skarphol: Notes that the travel muy be for thl.! new board members to trnvcl and be 

educated. 

Discussion us to line item for data processing, and may be due to the statewide network, and 

answers may be found in the budget book, 

The chairman closed the committee work on this bill. 
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Minutes: 

-- I 
... 

The committee was called to order, and opened committee work on II 13 I 025, the PERS 

und RIO budget. 

Chuirmnn Byerly: This is budget will special agency f\111ds, no general funds in either packages. 

Start with RIO. They urc bHsically looking for significant money for technology, This gets back 

to our general discussion on technology from before. l would assume about $ I 00,000 of the 

incrcusc is just the normal increase due to wages and salaries. Then they huve one FTE in gear 

which is the accounting/budget analyst type. 

Rep, Curl isle: Notes that the number of investments hns gone up cons.idcrablc more thun FTE;s. 

Rep, Byerly: This FTE request doesn't bother me as much, as indeed they have more assets 

under management and probably do have to have more persons to look at this. Or at least you 

could use this argument The workload has probably gone up, and each session we keep 
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changing the kinds of investments tlwy have to mukc, 1111d si111. .. ·c w~· rci11v1..•st cv1..•rythi11g 11111tlll'1..', 

the portfolios do keep getting bigger. Any other thoughts. 

(There was some gcncrnl committee discussion us to the IT request of $~0,000. There HI\' somi: 

d~icrcascs tilorc, but this is significnnt.) 

,8QJ~, Sknrphol: Comnwnts his observations and com:crns in regard to cuts in IT ol' dil'lcrent 

amounts, here $50,000, in thl.! Tux Commissioner's ol'lkc its $373,000, nnd then some agclH:ii.:s 

don't CVlm bring it up. Why urc some making illl issue or this and some arc not. What is the 

totul picture look like. 

(The 0MB stuff person notes to the l'omrnilti.:1: that this may be due to the off-site, off campus 

location. The network costs me more in off-site locations than in the capitol tower. Some 

goncrnl discussion us to some agencies don't have a choice to be offset or not. It is decided that 

this mny be un ITD question. Questions whether or not there is a dupl ic~llion of budget requests 

also in the ITO budget. There is some explanation as to how ITD bills the agency mlll becomes 

un expense listing one place und income somewhere else.) 

Rep. Byerly: States u concern that there is a decrease in software costs, in contrn<.:tual services, 

which is telling him they wunt to consolidate everything into a single line item. Assume the 

decrease probably went to ITD anyway, or an outside source. 

(0MB staff noted what the decrease appeared to be, and the committee staled it wus strungc to 

group these together as decreases. OM B staff discussed the ITD codes for budget lines.) 

Rep. Skarphol: There was some request for travel and professional development of the board. 

and wonder what price it would be to bring someone here rather than send them out. Discussion 

as to some travel savings possibilities. 
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R~J), Uycr!j'.: These urc some things/{.•oru:crns lo look at. m1d wo11ld like the agl'IH.-'Y lo do 11wrc 

explanation about the f·'TE, loo, 

Now, go on to PERS, This is u special fund, und the Fl'Ws ft1m.'lio11 lllay be like a li11a11ci:il 

udvisor1 doing investor educution. I le has II probh..•111 with that FTE rcqt1c~;1, 

(The committee hud some general discussion as to the ncc:cssity of a FTE, and tlw lhct that 

nnyonc who hus n retirement plan hus some own rcsporniibilrty of their own cdut·11tion, This 

ugcncy ulso has n request for their ITD pla11 that is not t·heap. They have an inl1111io11ary 

inc reuse, und intcrnctive voice system, internet stuff. First thcy say tlwy nccd the t•rnploycc1 then 

they nc1xl the opcrnting expenses fhr tlw employee, tlwn the l.!0111puter for the employ(.,'(.,', etc. The 

voice recognition systum rcqul!stl!d is so tlrnt investors/clients can cll!ct t1., get information onlinc 

or by calling in on the phone. The question rcmuins, arc we sp1.mdi11g the rntnwy 011 tile corre<.:t 

tcchnology1 will it be outdutcd too soon,) 

R\fP, Skurphol: Reminded the committee that the department has responded to over l 00,000 

culls in the last 2 years. Maybe the voice response system is needed to climinntc staff tic-up. 

Rep. Byerly: Stutes that some of this is ulso available on the internet\ and says that that is the 

way things ure moving, Questions the duplication. 

(More discussion as to the m1mber of culls per day, and the staff necessary to take the calls). 

Chairman Byerly: Docs not sec any other proposed legislation thut would affect them. What 

concerns him in rcgurd to their workload is if their formula is changed, the Ruic of 85 changes, 

and more pel'sons retire, then there is an effect. 

(The committee agrees that the questions to ask the agency arc in regard to all the FTE 's 

requested, and one part~timo going to full time, who the benefits urc already being paid to 

already,) 
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&ll, Byerly: Somowhnt diffonmt Hpprouch to u sp~·c:iul tl111d ug,.mcy as to a gu1wrnl fund ag~lll'Y· 

Hns u different affect to the gcncrnl fund, 

Thu chuirmnn closed the committcu work on this bill . 
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_____ JJ_111s __ N1H!.!~~-~·. .. .. . ... . .. -~~-i~II! '-'-· 
. 0 l -19-0 I .. tnpc __ lll ______ ....... ______ ... 2 20l)-2(l40 _ 

Minutes: 

Side B tvktcr II 

The committee was c.:11l lcd to order, and opened commillcc work on I 1B I 025. 

&a1,_Curlislc: Rcfors the committee members to the pink sheet (Governor 1-locvcn 's budget 

prnposul). Rep. Carlisle states that he and Rep, Glassheim have been working on this budget. 

and huvc rc~~1ved u handout of the internal memo fat Internet pr~jccts IVR projects, and the 

totals for the voice response system requested, 

Rep, Skarphol: Notes that this would be a one time cost to the department. States that he 

believes the committee needs to make a list of all the one time costs being requested, so he can 

make some analysis of these one time expenses. 

Chairman 6-yerly: Stutes that we will need to have the department members come in and explain 

some of these numbers, what is being requested, and the needs. 

Rep. Glasshcim: Noted the estimates are from ITO and the agency asks for the estimates, and 

gets the numbers from ITO. ITD gave a quote on what it would cost to put all the data on the 
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voice rcsponso system on the phone 1111d the Internet. i\lso there will be a registration pro1.·cd11n.· 

on the lntcnwt. The department is 1101 promhiing nny decline in stafli11g, howcv1.•r, tlwy lw\·c 

increased numbers but do not nl.!cd increased stal'li11g. This lrnndout cm·1.•rs th1.• \-'osls ol' putting 111 

the two systems, the voice response and thl.! lntcn11:t access. 

~. Byerly: Expluins that hc desires to have ITD conw down to explain the 1111mhcrs, on lhb 

quote, 

Tho chairmnn dosed the cotnmitke work on this bill. 
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TLme Nu mbcr I Side A 
------~-----------~·--•-·-·· .. ··--··· -·-----•-·~-----···--··- . ······ ...... ··-··- -··•··--

Sldc B Meter II ------ --··----- . ---- ----••·- .. ····-···~----·-··-··--

x O - 6240 --·--------·--· ----·------··----···-- -····-----------··-----····---·-- ........... ····•·····--•-·-····-··-·· ·•-··········· 

X ().JJ.14 i----~---·- - -----·---·------·- ·-··------ --·---· -·-•···--·· ... -····----······. ·--·-----. ·- ................ .. 

Minutes: 

Ch11irman M. Timm, Vice~Chalr F. \Vnld, RcJl, Anrsvold, Rep.Boehm, Rep. Hyct·ly, 

Rep. Curllsle, Rep. Delzer, Rcp.Glasshcim, Rep. Gullcuon, Rep. llcuthct\ 

Rep. Monson, Rep. Skarphol, R(.)p. Svcdjnn, Rep Thoreson, Re1>, Wurnct·, RcJ>, \VcnCz 

Rep. Mike Timm: Culled the Appropriations Committee to Order to hear Testimony on H BI 025 
us presented by the Stutc Investment Boal'd, Clerk will tukc the roll. 

Steve Cochrane, Executive Director, NDIUO 

Followed written testimony nnd slides. 

Rep. Fr,mcls Wuld: Cun you buck up to the previous slide'? Arc those cxNoflicio members 

constitutio11ul or stututory'? Response wus they urc statutory. 

Rep. Pam Gullcson: Hns there cvc1·y been n policy submitted to you that yoll felt lltH.:omfortablc 

in accepting thut it wus to risky or m·c you nllowcd input throughout tlrnt proc~~ss'? 
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ltcsponsc: In most cases we arc actively involv1.:d in the tkvclopmcnt of the policy fro111 the 

consulting standpoint and in my experience in four yi.:ars we have not had a pol icy submitted that 

was rejected by the State lnvestnH.mt Board, but in a large part that's dui.: to the foci that these 

policy statements arc designed and driven by loans and working with recognized prnl'cssional 

consulting finns that understand institutional liability and lrnvc a Vt'.l'Y strong handle on 

acceptable risk levels and exposures that these funds can take otl. 

l{CJ>. Hoh Skarphol: In the case of' Workers Compcnsatiorl you have u board to give you somc 

guidance with regard to the other ft.111<.ls, you don 1t have a similar strneturc is that correct'! 

Response: In the insurnncc funds we don't have a board, we work wlth the insurnllcl! dept. In 

OM B we work with the staff~ our employees actually go to tlu:ir board meetings and report to 

them as the manager of managers. 

l{c1>. Hob Sku1·1>hol: To follow up, prior to the devclopme11t of the board or Workl!rs 

Compensation, what wus the procedure'? 

ltcs1umsc: That trnnsition occutTcd just when I u1'J'ived here and that was two legislative sessions 

ago, so I can't comment 011 that. 

Rc1>. Amy l<llnlskc: Is it statutorily required that the asset allocation have nwximums and 

minimums of what can be invested in certain areas, such us fixed income or growth? 

ltcsponsc: No it is 110\, 

Rtip, Ole A11rsvolth You nrnintuin 18 accounts anti yl.!t you have 20 munngcrs, how docs thut 

work out'? Do cc1·tui11 funds divided or do they lrnvc two 01· more munugers'? 

Rcs1>onsc: When u fund comes to us und presents its asset ullocution, lets soy they include in 

their ussct ullocution !urge cup domestic equity, and their n pension fund. Wlwn we plug them 

into !urge cup domestic equity inside the pension trust, they urc going to be instnntuncously 
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exposed to all the managers we hirl.!d to carry out tile large cap domestic equity asset ~lass 

mandate, 

ltcp. Eliot Glasshclru: Cioing back 10 yo11r earlier slides ubout Northern Trust and the Callahan 

people, how arc these people chosen'! Do th,.:y cha11gc over the years'.' Ccrwinly we would have 

some interest in using North Dakota bai1ks or North Dakota i11vc~tmc11t firms or consultants, is 

thcrl.! any opportunity for North Dakoto11 's to bid on these? How do you decide on thosc 

111anagcrs or the banks and consultants and arc tlH.'l'C any North Dakota firms involved? 

Response: We to arc North Dakota si.:nsitivc, unfortunately we arc constrained by thi.: foct that 

institutional custodial work is a highly specialized area. and there arc only a small number, less 

than 10 globally quulil1cd custodians who l'lll1 hundlc this work. So beyond North Dakota we 

reach our tcntacks sort or regionally und we do work with the Nnrthern Trust 111 Chicago, The 

same goes for investment consulting, on an institutional basis I'm not aware of flnn in North 

Dakota that hus any cxpcl'iencc at this level. The Answer to your question is it doesn't exist. 

Hep, Jeff Dcllcr:You nwntioncd something that this t1scd to all be contrnctcd out, do you know 

when that change was made'? 

ltcsponsc: It was a gradual change, and when l came onboard in January of I 997, very shortly 

ancr that we were 1'e11cgotinting our relationship with Cullan, so 1996 was the Inst ycnt· we had 

tlrnt time we hud tlrnt comprehensive consulting contrnct with them. 

Rep. Mike Timm: What docs pl'lvutc equity cot)sistcnt of, what kind of investments'? 

ltcsponsc: Private equlty ls a lnbcl for n wide variety of privute ucccssiblc investments, it 

includes vc11tu1·c cnpitul, but it cnn also include management buyouts, levcrngc buyout activity, it 

could include oil and gus lenses. 
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llcp. Robert llcuthcr: In your domestk fi.xcd and the real estate. i:an you l'Xpl.iin thut ii little 

more'? 

RcsJ>onst.1 : Reill estate is broken into two app,''-'laches, one is we partkipiltc in two large 

CO-mingled funds with J.P. Morgan. Its a very diversilied complimentary grouping that we 

have. 

Rc1>, Hoh Skt,rphol: Ctlll you provide us with the rate of' returns on these various categorks in 

this pension tntst, 011 a historical 5 year prospective'! 

ltcs1>onsl\: I have it included in the report and we should gl.!t to it a little later. 

ltcp. Mike Timm: On page SJ you have the stocks listed for these two funds, wl11 .. ·11 those stocks 

am picked by the i1westmcnt people that you hire right'? Response was yes. Hasically these ure 

all foreign companies arcn 't they'! They rdy n lot 011 foreign companies to purchase their stocks 

don't they'? 

ltcs1>onsc: I believe the reason for that is that the insura11<.:e trnst has a large exposure to index 

t\tnd, but becuusc that's in a CO-mingled index fund tlwy al'en't bl'okcn out as individuul stock 

holding so it dclhults to the next IHl'gl.)st l\l)lding in separate account 11rn1wged equities. 

Rep, Mike Timm: We have a lot of othc1· trust f\mds1 who manages those accounts'? Dol'~, the 

Bunk of No1·th Dukota do it'l 

RcsJ>onsc: I'm not well qualified to address that question, but I cun tell you that I know that 

lhct·e urc significant assets under mu1rng~:ment buy the state lund board, bank of North Di1kota, 

outside of thut t •m rcnlly nt u loss to tell you, 

Rep, Fruncls Wiild: On pugc 4<) of this lnt'!\er hnudout you show the investment perfo1·nit111ce as 

of Jww 30 und for cxumple you show tcuclwr's f\md for retirement ut 11,(1\ now thut's of June 
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30 and since 1hcn the market has gone kind of south i r you know what I mean, what would it be 

today? What was it as of January I st'! Do you hav<.! any idea'? 

ltcsponsc: We don't have rccond led numb'-.!rs fbr January I, through NDvcmbi.:r w1.: hu,·L' 

reconciled numbers and our pension trust is off a little uver M-1, for fiscal year to date, .ind \\'l'l'L' 

doing bcth:r than we were doing two year:.; ago 1998 at the end of the I st quartL.:r we were down 

close to 81¾,, and the stock mm·kct is going to be volatile. you haVl! up and down timi.:s. so we 

handle the investment accounting for this in a very conscrvativc manner. So we have tucked 

away a lot of money for those times thut the stock market is in an up and down slide. 

Rep. Keith Kcmpcnlch: Do you and the Land Board work together at all or do you keep prdty 

separate in what your doing, 

Hcs1>011sc: The land c.:0111111issionc1· serves on the investment board, so there is thut dirl't:I 

connection, They have considerable institutional investment <.~xpcriencc, but we don't coonlinat~ 

on our iiwcstmcnt activity, except fot· the fact that we do have a couple of instances where we do 

consult on some investment opportunitiL•s, 

Rep, Keith Kempenlch: Arn we keeping puce with this us fo1· what's coming on in our teacher 

rctil'cmcnts~ nrc we keeping pace with what were doing in that regard'? 

ltcsponse: Thut 'sun importu11t critical clement for the dcvdopment of the asset ullocation, we 

infoct in this past ycur did out· liability study und enacted a new asset allocation that took into 

uccount 20 ycur projections. We <lo long tcl'm prnjcctions nnd we believe we arc kccpiug puce 

with the current events, 

ltc1>, lton Carlisle: On that second to Inst page that you match loans, two of the loans urc to 

bunks, so we huvc bunks in the stutc thut borrow from you'? A11d the second question I hnvc 
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concerns Great Plains Software which wus n:,;cntly absorbed by Microsoft so that loan will stay 

in place for the new owner'! 

Response: That's correct, and in both of these cases they ,vcrc expansion of their fhcilities to 

cnhancl.! regional coverage. And to answer the second part of your question, It looks like 

Microsoft owes us some money. 

Hep. Eliot Glassheim: As you know I lrnvc been interested in seeing what wc could do to get 

more risk capital and equity investments in the stale to make it available to expand business. I 

think I understand your criteria of exclusive benefit and the need to provide for the recipients of 

the retirement funds, can you tell me what other slates do with their pension and retir~ment funds 

that niight make a little more money available few in state equity expansion, Arc you fitmiliar 

with nny of those programs in other statcs'! 

Response: Their is such u variety of what other states do that I cn11 't be more spccilic i 11 answer 

to your question, 

Rep. ~.,rnncls Wald: Do you happen to know what the interest rate is in that Dakota Growers 

ltep. Bob Sknrphol: Arc there uny requirements in state lnw that you participate in unything that 

you foci puts these funds ut l'isk ut this point in time'? 

H.cs1>011sc: No sir, 

ltc1>. l<lm l<oppchnnn: Stepping nwuy from the loan urea fo1· n minute, just a gt.mend question 

011 investment philosophy und policy, us you know tlrnrc was some movement in the Inst session 

tout least experiment with assigned contribution und I think there is n101·c of that in this session. 

How would thut effect you if we become more 01'icntcd towurd assigned contribution m 111 least i r 
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that becomes a bigger component in the retirement picture, how would that d1angc if' al all your 

investment philosophy or practices in terms of' how you invest these dollars'? 

Hcsponsc: I think the way that would flow through to us would be through tile liability side or 

the picture. 

ltcp. Keith Kcmpcuich: I just wanted kind of congratuh1te Steve, I think he has done .111 

outstanding job of managing the investments, 

ltc1>, Francis \Vaid: When you go into the lllarket to buy 1111 equity. and the I11ore you b11y lhL' 

cheaper it gds, Do you buy in qw111tity .ind divide it out later to the ,·mious funds'.> 

Hcsponsc: We do exactly that. 

End of tcsth11011~1 of Steve Cochr·unc. 

Rc1>. Mike Thum: Anybody else who wants to testify'! Approprialions Con1111i1tec \\'HS 

adjourned 
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Minutes: 

The committee was ci•lled to order, nnd opened co111mittcc work 011 1113 I 025. 

Mctl'r fl 

Clluirnrnn BycrJ.y: Handed out prnposed amendments. Rep. Carlisle and Rep, Glnssheim 

wol'ked on this budget. The amendment distributed to the co111111ittct.! was 110 IO I. 

Rep. Carlisle: Buslcally, on the RIO part oftlw budget, we thought that the person. the FTE 

accounting budget spcciulist, we agreed thut this was okay, becuus•~ of the FTE/assct rntio 

justified the new FTE. We lcn the budget us it was prnposcd, Rep. Byerly has gotten for you the 

amounts spent on the TI lines, You have u handout. as to the particular budget and their ITD 

expense. As to the PERS purt of the bill, the bottom line on the bnck page goes us follows: we 

lcfl the money in for the new voice system nnd intemct access to nccount infol'mation. You 

should huvc hud n copy of tlrn internal memo from their accounting person, \Vhnt we did do is 

remove the I FTE benefits progrnm spcciulist, the $88,91 O. The thco1·y wus thut they nec<kd 
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someone to go out and speak to clients. We bel icve tlrnt they can do without this person at th is 

time. 

Rep. Carlis!~: moves to adopt the ametHlmcnts, Rq1. cn~1sshci111 seconded. 

R~p. Byerly: docs a summm·y of the bill. That thl' RIO part of the bill is being accepted as the 

govl!mor's budget proposed, and that to the PERS portion of the bill, we did not give them the 

extrn FTE and equipment. 

Rcp. Koppelman: The voice response system and internet checking of infi.ll'lnatio11 is going to 

cost how much'! Is this really going to he a money saver? 

Resn.QilliQ: $190,056. We were told that it is going to make a big imprm·cmcnt in oftkc 

efficiency. 

A vote was taken to adopt the umcndmcnt, 7 yes, Ono, Vote passed. 

Rep. Carlisle: moves DO PASS AS AM ENDED, Rep, Thoreson seconded. 

(Committee had some general discussion as to the FTE eliminated. Basically adopt1!d the 

governor's prnposed budget, except thnl they \\ lthdrcw 011 FTE from tile proposed budget. 

Shel In from OM B gave an cxpln11ntlo11 of what wns requested, what was allowed by the 

govcmol''s budget), 

A vote wns tnkcn, 7 yes, 0 no. The bill pusscd. Rep. Curlislc will curty the bill to lhe full 

uppl'Opriutio11s committee, 
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________ I _______________________________________________________________ x ________________________________________________ 2,4NO 

Minutes: 

House A1>1>roprlntlons Commfttcc nctlon on IIH 1025, 

ltcp. Ron Carlisle: HB 1025 basically is divided into two parts, there is the 1·c1irc111cnt a11d 

investment, and public employees retirement sy,'-tcm, If you look nt your pink sheet Dept 190 the 

retirement und investment, the only additional request is that they asked fol' an FTE, an 

accounting nnd budget specialist for the investment program and the committee decided that \\ c 

did agree with thut because of their rntio in investment relative to the number of FTE 's1 01· in 

other words their asscsts under management, so ugl'ccd with that additional FTE. On the PERS 

purt of it they hud ,1skcd fol' un FTE\ u benefits progrum specialist nnd we decided to take that 

FTE out. The other big item that they hu<l, wus u voice uc.:tivatcd voice l'csponsc from the internet 

bused system which cost $190,000, un<l the committc(! felt thnt it wt1s II good 111vcst111cnt, und 

they get i11 the neighborhood of 200 culls u duy. But it will be n 24 hr ucccss to your bc11<.~fit 

pnckugc, nnd nt some point they think they will be ublc to save one FTE, There wus n lot of 
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discussion on the FTE request, and what they wanted was a training specialist. But thl.! majority 

of'the committee felt that they could get along at this time without that additional l·TI.~. With 

that I would move the amendments 011 11 BI 025 which is .0 IO I. Scco11t!L•d by Byerly. 

Rep. Mike Timm: Any discussion? All those in fovor of adopting the a11w11dmc111 sig11iry by 

Saying A YE. Voice vote. Motion carried. Amcndnwnts are adopted. 

Rep, Ron Carlisle: I would move a DO PASS as amended 011 IIB I 025. Seconded by Rep. 

Byerly. 

Rep. Mike Timm: Any discussion'? Clerk will take the roll. YES ( 19) NO (0) Absent and not 

voting (2). Motion passes, and Rep. Cmlisle will carry the bill. 
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Prepared by the Legislative Council staff lor 
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PROPOSED AMENDMENTS TO HOUSE BILL NO. 1025 

Page 1, line 18, replace "2,314,750" with "2,237,072" 

Page 1, line 19, replace "1,507,730" with 11 1,500,998" 

Page 1, line 20, replace "12,000" with "7,500" 

Page 1, line 22, replace "3,859A80" with "3,770,570" 

Page 11 line 23, replace "6,649,613" with "6,560}03" 

Renumber accordingly 

ST'ATEMENT OF PURPOSE OF AMENDMENT: 

House Bill No, 1025 - Sum1,1ary of House Action 
EXECUTIVE HOUSE 

BUDGET CHANGES 

Relllement and Investment Otflce 
Total all lunds $2,790,133 $0 
Less estimated Income ?.,_700.J-i~ 
General lund $0 

Public Emrloyees Rotlrement System 
Tota all funds $3,0!.i9,480 (S88.910) 
Loss estimated Income M.~~-Af~ ~w Oone1al fund 

Bill Total 
Total all funds $6,649,613 ($88,910) 
Loss estimated Income 
General fund 

6,649,613 
$0 

{88,91~) 

HOUSE 
VffiSION 

$2.790,133 
2,790,1~~ 

$3,770,570 
3,770,570 

to 

$6,560,703 
§M0,7i~ 

House Bill No, 1025 • Public Employees Retirement System• House Action 
EXECUTIVE HOUSE HOUSE 

BUDGET CHANGES VERSION 

Salaries and wages -~.2,314, i50 {$77,878) $2,237,072 
Operating expense& 1,507,730 (8,732) t,500,998 
Equipment 12,000 (4.500) 7,500 
Cl)ntlngency 25,000 25,00Q 

Total all lunds $3,859,480 ($88,910) $3,770,570 

L8!'is estimated Income ~.859,480 WM.1.Q1 U,ZM:l.Q 

Oenoral fund $0 $0 so 
FTE 27,00 (1.00) 26,00 

Page No. 1 18025,0101 



Dept. 192 · Public Employees Retirement System - Detail ot House Changes 
REMOVE NEW 

r-TE AND TOTAL 
RELATED HOUSE 

FUNDING 1 CHANGE:S 

Salatles and wages ($77,678) ($77.678) 
Opcralinl) o~ponses (6,732) (6,7321 
Equipmcnl (◄ ,500) (4.500) 
Contingency --~·------
Total all funds ($88,910) ($88,910) 

Lesa 0sIImaIed income ~ (88,910) 

General fund $0 $0 

Fl'E (100) (1.00) 

1 This amendment removes a ono Fl E omployoe bonohls programs spoc1al1sI pos1tIon anu rnlated funding included in tho Schalor anu Hoovon 
budge! recommendaliomi 101 conducting member oducallon progiams. 

Page No. 2 18025.0101 
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Roll Call Vote II: ) 

2001 IIOlJSE STANDING COMMITTEE ROLL CALL VOTES 
Bl 1,L/IU~SOLLJTION NO. ID 2 £ 

House Appropriations - Government Operations Div_is_io_n ______ _ CommittL~C 

~ubcommittcc on ·-·~ t-r r'\VV\~+-._~~ ~±ie>!-?_~_ .. _____ ___ _ 
or . ~-r~~ 

D Conference Committee 

Legislative Council A111c1H_lment Nlmibcr ;koz5. 616 I 
Action Taken ________ Jfl6-7J0~ :iQ __ !kkp+ ~~dwMN+ · .... 

~~-
lt.cprcscntativcs Yes No Representatives Yes No 

Rep, Rex R, Byerly - Chairman ✓, Ren, Eliot Glasshcim v 
Rep. Ro11 Carlisle - Vice Chairman ✓ Ren, Robert Huether \.,,r" 

Rep, Kim Koppelman ✓ -· Rep, Bob Skurphol ✓ 
lB.£1'· BJufr Thomson ✓ --· 

-
-

-

Absent 

Floot' Assignment 

If the vote is on nn umcndmmH, briefly indicate intent: 

-f"l> ~~ "?ze-~ \ \=,~ h..i.l!c.w.~e.d 
\iv.. ~ ~- 'pu_cl~t ' 



--------.-.---------------------------------·~, 

Date: /-26-0 I 
Roll Call Vote II: 2_, 

2001 HOUSE STANDING COMMITTEE ROLL CALL VOTES 
n1LL11u~s0LuT10N No. , o z.s 

Hou8c Appmpriatious" Government Operations Division Cotn1111ttcc 

(31,ubcommittcc on __ ~ C:.f' t"\_'(V\ e.,I.+ ~-\;o.,..:>'3.__ __ __ 
or 

D Conference Commitlcc 

Legislative Council Amendment Number --·--- l. ~ OZ-c; • L'.) \ 0 '--·--- -.. ·-·•· _____ ......... . 
Action Taken ---~----e~cs .m .tko.f ~ Qf.J?. .... _ 
Motion Made By -~ Q~--- ~~condcd ~-~C,i'--l~ 

Rc(!rcscntativcs \'cs ,. No Rcprcst•ntativcs v~s No 
Rep. Rex R. Byerly - Chairman ✓ Rep. Eliot Glasshcitn ✓ ~ -
Rep. Rott Carlish•. - Vice Chairman ✓ Rep. Robert Huether v,,. 

Rep. Kim Kop1,clman ✓ 

Rep. Bob Skar12hol ✓ -Rep. Blail' Thoreson -✓ 

--
- -

Totul (Yes) =t No ¢ 
--- .., .... ~----... ·••-· 

Absent 

Floor Assignmctlt 

If the vote is on un nmctuhncnt, briefly indicate intent: 



Date: 0 d----0"- -0 ' 
Roll c':all Vote II: :1,. 

2001 IIOlJSE STANDING COMMITT~:E ltOLL CALL VOTES 
BILL/RESOLlJTION NO. 1-1-B I() At;""" 

House APPROPRIATIONS 

D Subcommittee on ·-····. •···-··· ............... ___ .. -··--·· _. __ 
01' D Co111erc11cc Committee 

Legislative Council Amendment Number 

Action Taken 

Rc1>rcscntatlvl's Yes No RcurcscntnUvcs 
Timm M Chairman ✓ 

Wald - Vice Chail'mun V 

-
Rep - Aarsvold "'"'"' Ren - Kormclman - v Rcr, - Boehm Ren - Martinson 
Rep - Bvcl'lv V Ren - Monson 
Rep - Cnrlisle '-"" Ren : SkarP.110I 
Rep - Delzer Rel)~ _Svc0Jnn 
Rep•· Glnsshcim V" Ren - J'ho1·cson 
RcD - Oullcson v-' Rct!._·_~1Vumer 
Rep - Huether ~ Rep - \Ventz 
Rep - Kcnmcnich V 

Rep - Kcrzmun 
Rep - Klinlske '"""" . 

Absent 

If the vote is on u11 nmcmhnlmt 1 brictly indlcntc intent: 

Co111111ittec 

Yes No 

'-""""' 
v 
............ 
V 
._..... 
V 

l~ 



312 e .JOURNA1.. OF THE HOUSE 20th0AY 

HOUSE - This amesonenc ack1S a sedlOfl amending t999 House Bill No. 1266 requiring me 
WcRers Compensation Bureau to select a site for c::onstn.1ction of a building to house its 

· bebe March 1. 2001. or- lose authority for c::onstruc.fon. 

REPORT OF SfANDIMG COMMITTEE 
_ _ _ ialkJIJS Committee (Rep_ Tnmn. Chairman) recommends AMENDMENTS 

f=OU.OWS aild when so amended. recommends DO PASS (19 YEAS. 0 NAYS. 
AND NOT VOTING). H8 1025 was placed on tne Sixth order oo me 

casldar. 

Page 1. line 18. replace '"2$14.750* with "2.237.072* 

Paget. line 19. replace *1.507.TJO* with ·1.soo.998-

Page t. line 20. replace ""12.000* wt:h 7_500-

Page t. lil1e 22. replace '"3.853 • .:e()* Witt? *J.770.57G­

Page t. lil'le 23. rep(ace *6.649.6f~- with *6.560.703" 

Resunber accordir,gly 

STATEJIENT OF PURPOSE OF AIIENDMENT: 

Haa:seBill No. 1025-~ of House Ae-..ion 

-....,,-~ "~-...... 
._._ __ ~--~-s.-,. l"GCll•MXk ,.__~ --a.T-
Taca.-ll.,dl. ....... _"""""---

ExE;O.,nVE 
BUOGc'C 

i:,.,..,_.:t, ~,.,.,,ti 

Sld::6-i,,c­
J~~ 
--i;, 

-~c•:-, 
66,i<;,,St') 

~ 

.-C<JS€ 
~ 

SC 

so 
,~-;.re, 

tdo't':'';• -se 

tSc,t5._9TQ) 

{_nilS;g, 

...oc:sc 
VE"5,ION. 

$2:"9C.l'33 
]'~TJ3 

~ 

~-=~ro 
3 .-ro~;o 
~ 

So 'l<iQ.'J3 
&:,,,On:J 
~ 

House Bill No. 1025 - Public Employees Retirement sysiem - neuse Action 

s-. ..... _ 

°"""'"""­i:-
~ 

T,_._, Lfi$-­
~"""' 
,TE 

~'!::J:r.YE 
~'! 

S2..3u..~ 
<.51>r;-:ic 

r=_ooo 

~ 

Sl.859-~ 

~~ 
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. · x 
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JSOin:~1 01 
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~ 
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~ 
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Dept. 192- Pt.blic Employees Renr-ement System - Derail ot House Cnanges 

~.-...!~ ~­-~ 
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.S8,t-;•c. 

~~ 

~ 

·;,.. 
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20tt\DAY MONDAY,FEBRUARYS,2001 343 

REPORT OF ST ANDING COMMITTEE 

-

HB 1099: Appropriations Committee (Rep. Tunm. Chairman} recommends AIIENOIIEMTS 
AS FOLLOWS and when so amended. recommenos DO PASS {19 YEAS. 0 NAYS, 
2 ABSENT AND NOT VOTING). H8 t099 was p1acea on the Soctn ~ on ttle 
calendar-

-

Page 3. line 22. replace ·r;_· witn -~-

Page 5. tine 29. remove-. premium paymenr amo-..:nr and h<srory tor any· 

Page 5. ltne 30. remove •available insurance cove,:age. 

Renumber a.::coromgty 

STATEMENT OF PURPOSE OF AMENDMENT: 

House Bill No. 1099 • House Action 

Tbs amendment removes proposed language whlCI'; would have pcOVICled mat public employee 
recoras relating to insurance premium payments are confidennal. 

REPORT OF ST ANDING COMMITTEE 
HS 1101: Govemment and Veterans Affairs Committee {Rep. M.. Klein. Chairman} 

recomrnenas AMENOMEMTS AS FOLLOWS and when so amendea. recommencs 00 
PASS (14 YEAS. Q NAYS. t ASSENT ANO NOT VOTING). HS not was placed on 
tne S,xt.'1 oroer on the calendar. 

Page , . remove Imes 22 anct 23 

Ren;_:m::ier accoro1n<_:;ly 

REPORT OF STANDING COMMITTEE 
HB nos. as engrossed and amended: ,\ppropriations Committee (Rep. Timm. 

Chairman} recormnencs AMENOME."ITS AS FOLLOWS and wnen so amenoed. 
rer..o~mencs DO PASS l 19 YEAS. 1 NAY., ABSENT AND NOT VOTING). E,,grossea 
r-16 l 105. ~ amendec. was ~tacec en tne S,xtn oraer on me caJenaar 

Page 142. tne t 2. replace ·general" w,m ·secretai-y ot state·s general services operatin~f 

Renumoer accor0ingly 

STATEMENT OF PURPOSE OF AMENDMENT: 

Dep!.. 108 - Secretary of State 

HOUSE · T!"11s arnencment cnanges tne sat..,ce ot !u;-ics tr:;!"! the general tunct tc me Secretary 
or Sta!e·s general serv,ces ope;at,ng tune tor :ne S21 000 appropna:IOfl reiating to =::s ot 
orcv>Oing c,rect access to :ne central ,noex,ng sys:em. 

REPORT OF ST ANDING COMMITTEE 
HS 1123: Government and Veterans Affairs Committee (Rep. M.. Kletn. Chairman) 

recommencts AMENDMENTS AS FOLLOWS anct when sc a~noed. recommencs DO 
PASS (i4 YEAS. 1 NAY. C ASSENT AND NOT VOTiNGi HB 1123 was placed on tne 
S.xth oroer on tne ca:enaar 

Page 2. l111e 1J. replace • _ _gr._un_;~~ cornpet,:911 _1119-~-~-•,r,,•tec qr· w,tn • _ _ W~n ,: •s 
.._c,..:_a~~~ :hfil. th~ ~cnas£~....91._g.__.;i~s1J•ai... ora,::"'<-_g:_;,r.wvc;_Qr~rQO~~-o• _a 
;:><;rt,cular manuta:::..,ree to_:ri~_e_,._clu~c..!S_om~{lt,~Lor..A~=!~u_!_ai;:yr~s- :.">e 
purchasing board er eni,r, mus: C!ocur.ient !:->ose ;::,rq;rrs~ances 3nQ p,011-;ie 'NCI~~~ 
,.;st1t1canon !or !rie proonerar. s;:,ec1~,c::at1on er i)\;rcnax The ;2vchas>~ ~~:,Iy 
sl'7all proc;;re the orconetar.- prOCuCt throµCh a ccmpet•\'lve process vn~~ 
;:,rocvct IS availabie e_.clt,;s,...,eiy trcm cne source ot Si./OQIY or o:ner c,rcumsia".'Ces e~:st 
unqer which compet)iion can Oe wa,,eq. 

Page 2. rerr.cve i.ne l l 

Reni.;moer accorc:ingly 



2001 SEN~TE APPROPRIATIONS 

l!B 1025 



2001 SENATE ST1\NDIN(i COfvfMITTEE MINUTES 

BILl,iRESOl,UTION NO. IIBI025 

Senate Appropriations Committee 

□ Co11forc11cc Committee 

I I caring Date February 21, 200 I 

Minutes: 

Side 13 rvkkr II 

x I X . .1-.1.1.0 

Senator SQ}hcrg, Vice Clrnirnrnn or Ille Senute Appropriations Co111mitt!.!~, opened the hearing on 

IIB1025. 

Spal'I, Collins, Executive Director ol' lhl' North Dakota Public Employees Rctire1111.?nl Syste111 

(PERS) 1m.:scntcd testimony on its portinn of the bill ( a copy oChis written testimony is 

attuc:hed), 

Scnqtot' Robinson: Total of funds manag~d'? 

Spurb Collins: Rctin~mcnt only 1.2 billion: 80 M dcfotTcd compc11sation and 8 M defined 

contribution progrnm. 

Steve Cocht·unc, Executive Dircctor/CIO of the North Dakota Retirement and lnvcst1nc1H Ol'ficc, 

presented testimony on HO I 025 1·0gal'<.ling that office ( n copy of his \Vrittcn testimony is 

uttnchcd), 



Page 2 
Senate Appropriations Committee 
Bill/Resolution Nu111bcr 1113 I 025 
Hearing Date Febfruary 21, 200 I 

Scnutor Cirindhcrg: Could we gl!t u sprcud shcd or whcrc the 11101H:y is invested'? C 'apital 

i1westrnc11ts und where? Any to ND co111pu11ies'! Mutual - \'c11turc rapital -- not in ND'! LikL· to 

work wilh you to ut1dersta11d. 

Scnutor J\ndrist: i\dditional l·TI·'. --- dc11ied by the I louse'! 

Steve Cochrane: i\pprovcd. 

Sctrntor Tal!.nckson: Number of nHllt1..•y 11rn11agcmc11l firms you work with'? 

Steve ('ocllrnnc: Cut'l'cntly 20 investment 111a11agc111c11t Ihm -- some have mundatcs. 

No mlditional tcstitllony. Senator Solberg closed the hc:iring 011 1113 I 025, 

•'ull Committee Action (l'apc 2. Side A, i\llctcr II I 7J-l 9.9) 

, wlor Nctlting reopened the hc111·ing 011 1 IB 1025 - Stuti: l{etircnlL'nt :ind l11vi:st1111:11t i\gi:m·ics. 

Sc1wlo1· Schobi11ger1 Subco111111itt1~c Chair, presented ll review a11d the subco111111ittci:'s 

1·eco111mcndatlon. Discussion. Sciwtor Schobingcr 11tovcd the amcmlmcnts ( 18025,020 I): 

seconded by Senator 1-lcitknmp. Oiscussio11: <.:all for the vole: Voice vole carded. 

Discussion. Scm1101· Schobi11gcr moved H DO PASS AS AMENDED: s1.•co11dcd by Sc11atnr 

Tnlluckson. Discussion, Roll Call Vote: 14 yes: 0 110: 0 absent and not voti11g, 

Senator Tullttckson accepted the floor ossign111c11t. 



18025.0201 
Title. 
Fiscal No. 1 

Prepared by the Legislative Council sUllf lor 
Senator Schobinger 

March 20, 2001 

PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1025 

Page 1, line 18, replace "2,237,072" with "2,314,750" 

Page 1, line 19, replace "1,500,998" with "1,507,730" 

Page 1, line 20, roplace "7,500" with "12,000'' 

Page 1, line 22, replace "3,770,570" with "3,859.480" 

Page 1, line 23, replace "6,560,703" with "6,649,613" 

Renumber accordingly 

STATEMENT OF PURPOSE OF AMENDMENT: 

House BIH No. 1025 • Summary of Senate Action 
EXECUrlVE HOUSE 

BUDGET Vl:IISION 

Rot1mment and Investment Of/1co 
Total all lunds $2. 790, I 3,'l i2.790,13J 
Loss esllmatod 1,1corno 2 190 133 2,rno, 1 :i3 
General lund ~-$0 T6 

Public Employees Reliro111an1 Syslcm 
Total all runds $3,859,480 $3. 770.570 
Loss esllrnatod income M59,4f~ 3,110~ 
General fund 

B111 Tolal 
To1a1 all runds $0,GJ9,613 $6,560,103 
Less eslirnetad Income 0,649,1313 6,500,703 
General fund Jo $0 

SFNATt Sf:NAlE 
CHANGES Vf.flSION 

$0 S?. 7<J0.13:J 

io 2.!2~~ 
() 

$88,910 S3.ll59,480 
88,9i~ J,fl~/1,j_ig 

$88,910 $(!,649,613 
filh.910 so 

1.),1.}4~,r,, :J 
fo 

House BIii No, 1025 • Public Employees Retirement System• Senate Action 
EXECUTIVE HOUSE SE~IATE SENATE 

BUDGET VERSION CHANGES VtRSION 

Sa.larlos ancJ wago~ $2,314,760 $2,237,072 $17,678 $2,314.750 
Operallng expanses 1,507,730 1,500,998 6,132 1.507, 730 
Equipment 12,000 7,500 4.500 12,000 
Contingency 25.0Q.Q ~000 _____ ,.__...._ .. 25,000 

Total all luntl~ $3,859.480 $3,170,570 $88,910 $3,859,480 

loss osllmalod Income 3,859.4.M i.1101.570 88,9!Q ~,85~d80 

General fund $0 so $0 $0 

FTE 2700 26.00 I 00 2100 

Dept. 192. Public Employees Retirement System• Detail of Senate Changes 
AESTOnE r-TE 
AND AELAfE.D 

FUNDING TOTAL 
RF.MOVED BV 51:NArE 

HOUSE 1 CHANGES 

Salarlos and wagoB $71.878 $77,678 
Opora11nq expensos 6,732 6,732 
l:.qu1pmon1 4,500 ~.600 
Conunoericv 

___ .. ___ 

Tola! au funds $88,911.l $68,910 

LeaG GBllmatod 1nco1no !lM1Q 88,91Q 

Oeneral fund so so 
i:TE 1.00 1 00 

Page No. 18025.0201 



1 The Houso ro111011cd 1 11 E ornployoo bcnehls pIog1ams ~por.,at,sl po~1l1ori ,111LJ lilf! n•IP.il!O hJ1Hltt11J ,nch10L1<! I11 tho Sdi.1le1 ,mu HI,u~en lM}t,i,•1 
roc.omm!!1l(fat1ons for lho purpo~c of conuuch11y memhor oducat1011 p1r,g1am~ r,,e !,,,, ,.,1,, ;1r111!11<1r11er1t U!\t<.>111, t111\ pns,1,on ,Jritl 11,r •Pl,r!l•t! 
luo<11ny 

Page No. 2 18025.0201 

( 

( 



l{oll Call Vote II: 

Senatl! .J_\J1propriation8 ComniitlL'C 

D Subcommittee on --------·----------------·-- ____ _____ _ __ _ ___ _ 
01' 

D Conforcncc C'o111mittcc 

Lcgh;lative Council Amendment Number 
. 

Action Taken ~~------·--/J:;Jc/.:..1::::>· ,<C., 
I I 

Mot ion M "de By .. ~2-11a I w::U,L:.: _c:,:;f'_;.,_ -· . ~ ~ C Oil d cd .. s C 11.a I 01'.cc,;;;,£'.,.• /. '. ./.l; ,1., '·1 -

Scnutoa·s -· Dave Ncthl11~. Chairman 
Ken Solberg, Vicc-Chairn11111 
Randy A. Schobingcr 
Elroy N. Lindaus 
Hut'vcy Tallackson 
Lul'l'Y J, Robinson 
Steven W, To mac 
Joel C, Heitkamp 
Tonv Orindbcrg 
Russell T. Thane 
Ed Krinustad 
Ray Holmberg 
Bill Bowman 
John M. Andrist 

Total 

Absent 

rtoor 1\ssignmc11t Scnuto1· 

Yes,, No 
(.,/,, 

> 

l,./ 

/./ ~ 
/., 

, 

✓ 
v-'' 
-~ 

v,, 
1,,/ 

1,/· 
,,,,/ 

,I - ✓ 

If the vote is on un umcndmctH, bt'ictly indicate intent: 

Scuutot·s \'cs No 

-

-



REPORT OF STANDING COMMITTEE (410) 
March 29, 2001 9:25 a.m. 

Module No: SR-55-7079 
Carrier: Tallackson 

Insert LC: 18025.0201 Title: .0300 

REPORT OF STANDING COMMITTEE 
HB 1025, as engrossed: Appropriations Committee (Sen. Nething, Chairman) 

recommends AMENDMENTS AS FOLLOWS and when so amended, recorrnnonds 
DO PASS (14 YEAS, O NAYS, O ABSENT AND NOT VOTING). En9rosscd HB 1025 
was placed on the Sixth order on the calendar. 

Page 1, line 18, replace 11 2,237,072" with "2,314,750" 

Pago 1, lino 19, replace "1,500,998" with "1,507,730" 

Page 1, line 20, replace "7,500" with "12,000" 

Page 1, line 22, replace "3,770,570" with "3,859.480" 

Page 1, line 23, rnplace 11 6,560,703" with "6,649,613" 

Renumber accordingly 

STATEMENT OF PURPOSE OF AMENDMENT: 

House BIii No. 1025 • Summary of Senate Action 

LXll:lJI IVI 1 IOLISI 
llUIX ii I VI l!SION 

Hu11wrnu111 1111d lnvm1ll11011f Off1co 
I 0111I 11ll luocls $;>,l!JO, l:l:J $;>, /!)(), 1;13 
l.uss UStillWlud H\C(Jlll!J ;, /!HJ 1:n ;., /\}I} 1 :1:1 
CJunornl lu11d --L-=-${) '-'--·-77j 

P11J>llc t:111ployuos Ho111u111u111 svno111 
foflll nll fumls $:UJ!J\l,•lllO $:!.IIO}i/0 
Loss ust1111atod lnco1110 1,/J!>Dt.'IHO :I 1/() !,/() 
01mo1nl fund - $0 =--•--w 

ll1II lolnl 
lolnl nll lu11ds $G(WJ,(i1:l $G,!,G0./03 
Loss osli111nfod 111co1rn1 G,G,l!J~~ li,!JGO,IO:I 
00110ml fumJ .o .w 

hi l~i\l I Sll..j/11 L 
Cl'/\r,J<.,l ,'i V! flSIDr✓ 

:t,o $~. /\Jll. I :1:1 

$0 
UDO,'.l:l 
--·iri 

$/JIU) If) $:J,ll!,!.J.•HlO 
!l!l.,_U,o ~Jl_!>!l,•1i(J - -w {I 

$/l/J,[.110 $0.li•l!Ui 1 :1 
/J(!,_\JI IJ !i[j,\\)1,1:J 
-- -10 -'-·· -'-\'(i 

House BIii No, 1025 • Public Employees Retirement System• Senate Action 

EXtCU!IVt IIOUSE Bnl1\IE SI.Ni\! I. 
mmm.r Vl:11S1UN Cl 11\NCll: S vrns,oN 

S1111111013 nnd wnuos $2,31,1,150 $2,231,072 $//,(i/fJ $?.:11"1.l!>O 
Oporuli11g exponsos 1.507,i'JO f ,500,U!18 H, 13?. 1,!J0//'.10 
Equipma,11 12,000 /,!JO() ,I !JOO l?.000 
Co111111gu11cy ?.§..000 2b,OOO 2_(/_,i[l!!,J 

l 0101 all funds $3,859,480 $3,710.570 $13fUJ10 $'.U\l,UAllO 

Loss t'JSfllllAIOd illCOlllO ~8.§jh.JOQ 3 no &10 ·-1.!..-J.!._ .... Ql},ql_(} :1_11!,1_1.,HJO 

00110,nl fu111J $0 $0 $0 i,., 
r:lE ?.7.00 :w.oo 1 00 ;.>//;() 

Dept. 192 • Publlo Employees Retirement System • Detail of Senate Changes 

(2) Dt:SK, (3) COMM 

fU:SiO!lE FIE 
AND RtLA1rn 

FUNDING 
t11:MOVl.:D UY 

HOUSI: I 

10l/l.L 
Sl:NATt: 

CH/\NGl!S 

Page No. 1 



REPORl' OF STANDING COMMITTEE (410) 
March 29, 2001 9:25 a.m. 

Sularios Cllld Wll(J<JS $11.671! $!1.ll/11 
Opura(lfl(J UXJIUfl!lOt; H,/32 U,JJ;i 
Lqu1prnun1 ,1,!JOO •1,!iOO 
Co11ti110011cy 

1 olal 1111 lumls $811,910 $/lH,UIO 

I oss osllrn11lod 111,;omo !18,(JIO lfil.'..JJ.!! 

Gu11m11l lu11d .$0 $ll 

Ft!: 1.00 I.OD 

Module No: SRw55-7079 
Carrier: Tallackson 

Insert LC: 18025.0201 Title: .0300 

·1110 I lou~o ro11mvud t r 11: urnployuu uunuMs pw11111111s sprn.:mhsl po~1IH;11 m11l the 101;11(/(J l1111cl11HJ 111ch1drnl 111 tho Schalu1 a11t1 I lo<!Yl!fl IJ11d'J••! 
IUCOlllllH)IH.!atHllHl for lho purposu of COll(JLJCtlllU 1110111!)(11 ml11ca110/l plO!J'iUIH, 1111) S1!11iJIO ilfl\1)1\llrlll!llf ll!S(Ull/S 1111s JlO!illlllll il111l 1:1<! ll!lill•!(! 

fu11di11u. 

(2) DESK. (3) COMM Page No. 2 sn-tir,-1010 



2001 HOUSE APPROPRIATIONS 

CONFERENCE COMMI1T8E 

HB 1025 



2001 IIOUSI: CONl-'l!Rl•:NCI•: COMivllTTLI: ivllNliTl·:S 

BILL/RESOl.lJTION NO. IIB I 02:i 

J louse Appropriations Committee 
Government Opcrntions Division 

x,··011/'crcncc Co111111ittcc 

llcaring Dale April 9, 2001 

·····---····--·• ·--······--······· -------

Tt_ljlC ~_l(ln~.cr:. 

_(H~<n~<! 1.__topc 111 

Minutes: 

Side/\ 
·- -- . - ·-

0 - 771 
Side Ii 

The conference committee wm; culled to order. Roll ctdl w.is taken. 

ivktcr ti 

Rep. Carlisle: Explains that the I lous1.: hml renwvL·d an FTE. and thL' SL'nnte nppeurs lo 

lwvc replaced it. Requests the Senate lo L'Xplain what and why tlt~y did. 

Sen. Kl'ingstad: Thi.! S!.!trnk dcci<.kd to move this back in b1.:eat1sL' it was u s1K·ci.il fund 

Hgcncy
1 
they needed ii they felt lo implcmct\t a program they have ongoi11g. lklil','t:s it ltas sonK' 

merit to udd llrnt FTE back in. 

Sen. Tallackson: We have the altitude in the Senate that we arc very cautious when it 

comes to the Governor's budget. When they suy they need something wi~ try to give it. \Ve did 

foci thut this wus 1wcdcd. 

Rep, Ku12pcJnrnn: Thinks the reasoning the House took in removing the position was that 

the position is u mcmbcl' cducntio11 position, Lust session we passed the ddillcd contl'ibution 

plun for retirement prog1·ums 1 nnd this position wns somcwhut designated to conduct employ 
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c,ducation progrnms fhr tcrn:hing investment to persons. \1/r~ heurd 1:011sidcrablc t"•sti111011)' from 

PERS thnt when questioned nbout lt they admitted that there is all kinds of' ussistnll'-'C avuilahk• 

from thi.: companies prnviding the i nvcstmcnls, At the end. we foll the posit ion was11 't 1H:\.'d'-•d. 

We also think it is less needed now that the deftm:d contribution bill in this session has fhih:d. 

1-lud thut passed, there mny hnve bC(.)ll a stronger t11·gu11wnt to l'dnstatl..' the l·"J'E. 

~n, rurlisk: Thut bill wus killed in the Senutc, 

Sen, Krin!!stml: Suys this bill was pnsscd bcforu tlwt bill was ddcutcd. 

lliw, Corlislc: Had assu1m:d so, I lis lltHkrstanding is that tlwrc was a sm11ll 11u111bcr ol' 

people thnt got into the dcl1nud contribution plan. und soml!thing th11l i111portunl would have u 

more informed client. l3clicvcs in light of thc ollwr bill being ddiJatcd, this position really is 1101 

llOCCS SU l'Y. 

Celeste. OM B: She explains the duties of the FTE, and the need for the FT!'. by PERS, 

Rep. Koppclmnu: We do undurstnnd the duties requested, but the other thought is that if' 

they only have scheduling duties and a clerical function, u department the size or PERS should 

be nblc to do that without an extra FTE. Asks Celeste whut the cnrnllment potential now that th!.! 

other bill has been defeated, Is there unothct· enl'Ollmcnt date coming up? 

Celeste. 0MB: There still is the PEP pl'Ogram. This FTE would assist in that program, 

Sen, Tallackson: He would rather depend on the governor's office than this person to do 

the scheduling and muke the dccigions than someone ;n the business to make money. 

Rep, Koppelman: Thinks the key is thnt because the person would just be doing the 

scheduling, the funds would still be conducting the seminars. Docsn 't believe that who lines up 

the seminars is really important. 
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S.QU,.,Tnllocktmn: Says its not gcncrnl funds, its spcciul funds. When 1h1.•y s11y they need 

someone, we believe them. 

liJ,)l.h('urlisl\l: Explnins tlrnt the l1n1t meeting wns to get tile cxplu11atio11s. Tile I louse 

would like to stuy with thuir position fhr now, 

~en. H~hilbiuw: Explains the Senate position, that these urc spcdal funds. This person 

is dusigncd to help those persons whosi.: mom.:y is in these l\1nds, ll is those dollms bd11g used lo 

f\ind this position. The Sc1mtc Wl'nts to stay with their position for now. 

The chuirnrnn closed the meeting on this bill. 

...,, 



• 

2001 HOUSE CONFEIH:N('E C'OMMITTli'.I~ MINtJTns 

BILL/Rl~SOl.lJTION NO, IIB 1025 

I lousc t\ppmprintiom; Conunittcc 
Uowrnmcnt Opcrntions Division 

kr·on IC re nee Commlllcc 

Heuring Dulc April 11, 200 I 

____ Tnpc Number_ ...... _____________ .Side A __ _ Side B 
_ 04- 1 _ _1-0 I __ tape JI 1 ..... ____ _ ________ .. __ o _ - 2085 _______ _ 

-C-'01~;~;-~-~~~-c~;~}~k-.. ~1::,:r:--~~L~·;; t(>(~/; ·• .- ............ . 
Minutes: 

The conference commith.,c wns calkd to order, Roll cull was taken, 

Rop. Carlisle: Explains whut hnppc1wd last time at the conference commitlcc. The 

House lcndcrship still believes that b,.:causc the dcfo1Tcd comp. Bill was dcfontcd, this position is 

not ncccssul'y. 

Sen. Krlngstucl: That bill hud other FTE,s in it nlso, This FTE wns l'equcstcd for the 

existing duties of the department. We would like to sec this position retained. We will bold fost 

to this request. 

Rep. Koppelman: The House has a concern that in the overall picture of the budget, and 

everyone requesting FTE's, we need to decide where those dollars will be best spent. We foci 

that in using spending restraint, that wee need to really look carefully at this. Restates his 

position from the last conference c0mmittce meeting. 
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R\;p, CodC~: Suy~· for now the I louse is stuying at their positio111 1111d the Sc11111c seems 

to be holding on to thci1· position, On unothcr 111attc1\ he hunds out u proposed amcndn1cn1 

I 8025 ,0203. Woll Id like the committee to review the amendment und discuss it lute1·. 

HP.11, Krln!,lli.lllil: Explnins thut PERS has requested that tllu (;011forcncc conunittcl.' review 

this amendment und pcrhups include it in the amendments adopted by thl.! committee. 

(Legislutivc council requests to huvc Jeff Nelson comu to cxplnin the ame1Hlm1.:11t. Rep. 

Curl isle expresses his undcrntunding ol' quali fkd domcsti<.: orders in family law cases, and the 

l'Clntlonship with PERS, whut they cnn and cmmot do. Some discussion as to this new issue. 

Sen. Tulhwkson says that the amu1Hlmc11t probably is needed before the next scs:,;io11, nnd it is 

discussed that mnybc it should have bc,m requested us n delayed bill. Sc11. Schobinger doc:; say 

thnt there is some conflict with this umcndmcnt.) 

Sen, Tnllnckson: Somewhat disappointed the conference committee cannot come to an 

Jeff Nelson, Legislative Council: Explains the need for the amendment. I le answers 

some general questions in regard to this newly proposed amendment. 

The chairman closed the meeting on thls bill. 
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2001 IIOLJSE C'ONFERI~NCE COMMITTEE MINUTl•:s 

BILL/RESOLUTION NO, I IB I 025 

I lous~1
- Appropriations Committee 

Govurninent Opcrutions Division x• (\mforcncc Commiltcc 

Heming Dute April 13, 200 I 

Minutes: 

The conforcncl' committee wus cal led to order, Roll cull wns taklm, 

Rep~islc: Since the last meeting, Mr. Collins has explained thut this FTE is going to 

be used on the ddbrrcd compensation progrnm. The defined compc11Sation progrnm has foiled. 

This FTE will be u trnining, scheduling person, The House has finully agreed to allow the FTE, 

Sen, Tnllnckson: Moves that the House accede to tht.l Senate umcndmcnts, Seconded by 

Rep. Huether. 

Rep, Koppelttlll!.1: Will support the motion. 

Vote on Motion : 6 yes, 0 no, 0 absent and not voting. Motion pusses, 

Rep, Carlisle will carry the report to the floor. 

The chainnun closed the meeting on this bill. 
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18025.0203 
Title. 

Prepared by the Legislalive Council slnft for 
Represonlotive Carlislo 

April 11 , 2r.o 1 

PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1025 

Page 1, line 2, after "agencies" insert '; lo croate and enact a new section to chapter 54•52.2 of 
the North Dakota Century Code1 relating to qualified domestic relations orders under tho 
deferred compensation program: and to amend and roonact section 54•52.2·06 of tho 
North Dakota Century Code, relating to exemption of deferred compensation program 
assets from Judicial process" 

Page 1, after line 231 Insert: 

11SECTION 2, AMENDMENT, Section 54•52.2-06 of the North Da1·01a Century 
Code Is amended and reenacted as follows: 

54•52.2-06. De1erred compensation program • Benefits • Taxation • 
Exemption from Judk,lal process• Assignment. The deferred compensation 
program establlshGd by this chapter shall exist and serve in addition to retirement, 
penslon1 or benefit systems established by the state, county, city, town, or other politlcal 
subdlvlslon1 and no deferral of Income under the deferred compensation program shall 
effect a reduction of any retlromenti pension, or other benefit provided by law. 
However, any sum deferred under the deferred compensation program Is not subject to 
taxation until distribution Is actually made to the employee. -AAy (:XQfilJlll~.ru..ovlde_q 
under segtl~. of lhls_.filL.Jlrl-J". unpaid benefits under the deferred compensation 
program established by thls chapter are not subject to execution, garnlshmenti 
attachment, the operation of bankruptcy or insolvency laws, or other process of law 
whatsoever. ~lwf Except as rurudded under section 3 of thls Act, nel.tbfil tile 
employee1 the employee's beneficiary, nor any deslgnee of the emr;loyoe or the 
employee1s beneficiary has the right to commute, sell, assign, trnnsfer1 or otherwise 
convey the right to receive payments under this <.;hapter. 

SECTION 3. A new section to chapter 54-52.2 of the North Dakota Century 
Codo Is created and enacted as follows: 

QuaUfled_d,Qm.ntlc relations orsi ... !trn.! 

L 

~_) 

~3 
~ 
~ 

The bo5vd gr a provider shall apportion an employee's account ln the 
deferred compeosatlon program under this chapter in accordance with the 
applicable requirements of any guallfled domestic rela\lons order. The 
poard shall review a domestic relations order submitted to It to determine if 
the domestic relatlons order is qualified under this section and under rules 
adopted by the board for determining the guallfled status of domestic 
relations orders, administering distributions, and apportioning accounts 
under the gualified orders!. Upon determination of the domestic relations 
order as qualified, the board shall notily the employee1 the named alternate 
payee, and the provider, If appllcable, of Its receipt of the guallfied domestic 
relations order. 

, __ ~-
"<::::J 
~ ") 
"-: j ', 
~ ~-

~ 
"~ ,. ~ 

~ 
,../ ........ 

~\ 
~ 
..5:-.; 

~ 
~ -~ 

2. A "qualified domestic relations order11 for purposes of this section means 
any judgrnenti deq_ree, or order, lngluding approval of a property settlement 
agreement, which relates to th_urg~on of child support spousal su_p_port, 
or marital propertyJjghts to a spouse, former spouse, child, or other 
dependent of an employee, is made pursul'.nt to a North Dal<ota domestic 
relations law, which creates or recognize& the existence of an alternate 
payee's right to, or as$lyns to an alternate payee th~ right to, receive all or 
a part of an employee's account in the deferred compensation program 

Page No. 1 18025.0203 
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Renumber accordingly 
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Date: ,..; · /3 · 0 / 
Roll Call Vote # / 

2001 HOUSE STANDING COMMITTEE ROLL CALL VOTl!~S 
DILL/RESOLUTION NO. HD 1 (),:0 ~ -

House ·- ~c~ghc1Y\JL Committee 

D Subcommittee on ---~------------------­
or lfil Conference Committee 

Legislative CounciJ Amendment Number / (( 0? <, (l (1 
() 

Action Taken ·· ~t-v11 (}(1(!/tL 1 ·k> ,V,t . ///1'(./-r'-(/, 

Motion Made By u.J '-r;J}aduJt,1--.._ Seconded By -hf- .. ('),J 'lu!A._l_ 

Representatives Yes No SENATORS Yes No 
r\ ,... 

' - I 

k:lO , l.'rJJ-t ~ ✓ ~,. eAJ . '::)ctic)\r)l;Y(Ah ~ -
l l 

-
(\ I - I I 

l! JJ) k' (',{)./J. gt y\'\~ ✓ ';:!t-'\ . 1l~t.L'Yt (n ·\c,.vJ ✓ 
' ~ ~ ' / ,... I I 

+-n . ~ \L_ J.i \.(.k.. ✓ - s_p_h\ . 7 ;;_·11 n ,,l, S,tl)A.__ l/OJ) ✓ 

' 

.. 
.. 

Total (Yes) G No (/) 
I 

Absent 

Floor Assignment 

If the vote is on an amendment, briefly indicate intent: 



.. REPORT OP CONPfiRENCE COMMITTEE (420) 
Aprtl 13, 2001 1 :28 p.m. 

Modute No: SR•66•8634 

Insert LC:. 

REPORT OF CONFERENCE COMMITTEE 
HB 1026, a, engrossed: Your conference committee {Sena. Schoblnger. Krlngstad. 

Tallackson and Rapa. Carlisle, Koppelman, Huether) recommendo that ttle HOUSE 
ACCEDE to the Senate amendments on HJ pages 1226·1226 and place HB 1025 on 
the Seventh nrder. 

Engrossed HB 1026 was placed on the Seventh order of business on the calendar. 

(2) ~ESK, (?.) COMM Page No. 1 SA-66·8634 
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Proparod by Iha North Dakota Loglelatlvo Council 
staff for Houao Appropriations • Governmont 
Oporntlons Division 

rtm,,nt 190. R~tlrtment and lnvntment Office 
UH 8111 No, 1025 

FTe Poel~lon, 
18.00 

General Fund 

Janunry Hi, 2001 

Other Fund• Total 
$2,700,133 $2,790,133 2001-03 Schafer Exocutlvo Oudgol 

1009-2001 LoolslrJllvo Appropriations 

Increase (Docroaso} 

17.00 -----.. --,- _,. ___ _., ... ,-.. ---~-~ ·•4~-- -~ ........ __ .. _ .. ··-·---···· 2,546,883 _ -·····-- 2,546,883' 

1.00 $0 $243,250 $243,260 ... - - == -
2001-03 Hoevon Exocullvo Budgot 

Hoovon Increase (Deoreaso) lo Schafer 

18.00 

0.00 

--------- $2,700,133 ··---·-·"··· $2_,rno, 133 

$0 $0 $0 --------
'The 1999-2001 appropriation amount Includes $23,040 of spoclal funds for the agency's sharo of tho $5.4 million funding pool 

appropriated to the Office of Management and Budget (0MB) for special market equity adjustments for ctasslllod omployoos and 
$1.014 of special funds for the agency's share of tho $1.4 mllllon funding pool appropriated to 0MB for nsslstlng agencies In 
providing $36 par month minimum salary lncreasos In July 1999 ond July 2000. 

Major Schafer Reoommendatlons Affecting tho Rotlroment and lnvostmont Office 2001,03 Budget 

1. Increases funding for operating oxponses from $943,021 to $1,021,492 
to reflect the following changes: 

Information technology - Data processing 
Information technology • Software 
Information technology - Contractual services 
Travel 
Staff and board professional devolopment 
Other 

Total recommended changes 

2. Decreases funding for equipment from $49.200 to $22,600 to reflect 
Information technoloo~1 and other equipment purchased during the 
1999-2001 biennium. 

3, Adds 1 FTE accounting/budget specialist II for the Investment program. 

Gonoral Fund Other Funds 

$50,333 
(19,700) 
(13,180) 

14,149 
39,110 

7,759 

$78,471 

{$26,600} 

$71,176 

Major Hoeven Recommendations Affecting the ReUrement and Investment Office 2001-03 Budget 
Compared to the BIii as Introduced (Sohafer Budget) 

The Hoeven budget recommendation did not change the Schafer executive budget recommendation for this agency. 

Major Legfslatlon Affecting the Retirement and Investment Offloe 

Total 

$50,333 
(19,700) 
(13,180) 

14,149 
39,110 

7,759 

$78,4?1 

($26,600) 

$71,176 

House BIii No. 1102 - This bill Increases the Teach11rs' Fund for Retirement (TFFR) benefits multlpller from 1.88 to ~.00 percent and 
provides a monthly postretlrement boneflt Increase for retired TFFR members. 



Prepared by tho North Dakota Logislatlvo Council 
staff for Senato Appropriations 

partmtnt 190 • Rttlr1m1nt ind lnveetm,nt Office 
1t BIii No, 1025 

FTB Po1ltlon1 
2001·03 Schafer executive Budget 18.00 

General Fund 

Pobruary 10, 2001 

Other Fund• Total 
$2,700,133 $2,700,133 

1999-2001 Leglslallvo Approprlfltlons 17.00 _______ 2,546,883 ·--·--·-·· 2,540,883
1 

--·-•- .. -
Increase (Docroase) 1.00 $0 $243,250 $243,250 

2001-03 Hoevon Executive Budget 18.00 ·---·--··$2,700, 133 --·-···-$2,790, 133 ... - .. --... ~-----·--·---·-
Hoeven Increase (Decrease) to Schafer 0.00 $0 $0 $0 

-
1 The 1999-2001 appropriation amount lnclu<.les $23,040 of special funds for the agency's sharo of the $5,4 mil/Ion funding pool 

appropriated to the Office of Management and Budget (0MB) for special market eq1Jlly adjustments for classified employees and 
$1,014 of special funds for the agency's share of the $1 .4 million funding pool appropriated to 0MB for assisting ugoncles in 
providing $36 per month minimum salary Increases In July 1999 and July 2000. 

Major Sohafer Recommendations AffeoUng tho Retirement and Investment Office 2001,03 Budget 

1. Increases funding for operating expenses from $943,021 to $1,021,492 
to reflect the following changes: 

Information technology • Data proceoslng 
Information technology • Software 
Information technology • Contractual services 
Travel 
Staff and board professlonal development 
Other 
Tolal recommended changes 

2, Decreases fu11dlng for equipment from $49,200 to $22,600 to reflect 
Information technology and other equipment purchased during the 
1999-2001 biennium. 

3. Adds 1 FTE accounting/budget specialist II for the Investment program. 

Oeneral Fund Other Funds 

$50,333 
(19,700) 
(13,180) 

14,149 
39,110 

7,759 

$78.471 

($26,600) 

$71,176 

Major Hoeven Recommendations Affecting the Retirement and Investment Office 2001-03 Budget 
Compared to the BIii as Introduced (Schafer Budget) 

The Hoeven budget recommendation did not change the Schafer exe:::utlve budget recommendallon for this agency, 

Major Leglslatlon Affecting the Retirement and Investment Office 

No major leglslation has befln Introduced which affects the budget for this agency, 

Summary of Leglslatlvo Changes to BIii as Introduced 

See attached Statemont of Purpose or Amendment. 

Total 

$50,333 
(19,700) 
(13,180) 

14,149 
39,110 

7,769 

$78.471 

($26,600) 

$71,176 
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STEVE COCHRANE, EXECUTIVE DIRECTOR/CIO 



• The Retirement and Investment Office (RIO) ease Budget waa submitted at • 00°1;., of tho provlOlJS 
blennlum1s budget. We have also requested certain Items beyond tho 100% thnt we wollld llko to hnvo 
lnoludf;)d In our budget and that 0MB and t11e Governor have recommended for lnclualon. Those itoms 
Include one FTE for a position to be added to the Investment Program and costs associatod wit11 oducat.ion 
for staff and board members In the areas of benefits administration and public fund Investing. Tho total 
dollar Impact of these additional Items Is $106,506 or 4.2% of our previous blonniwn budgC:Jt. Additional 
lnoreaaea were the result of salary and benefit Increases added by the governor or data processing costs 
added to our original requee,t by 0MB at the request of ITD. 

• 

• 

Additlooal ET& 

The additional FTE Is requested at an Account/Budget Speolallst II level (class 222, grade 1 0), This 
position would ai;slst the Fiscal and Investment Officer with the lnvestmont accounting and monitoring 
functions so as to allow tho Fiscal and Investment Officer more time to devolop analytical tools to ovaluate 
client fund performance, doslgn risk measurement and control procedures, conduct portfolio revlow 
meetings with clients, and monitor Investment managers. The following Is a draft job description for this 
position, 

Investment Accountant 

1. Perform lnveslment Reporting and Monitoring Duties 
a. Propare Investment performance measurement reports for Ille SIB and relaled agencies. 
b. Prepare reports for monitoring asset allooatlon of funds as sol by Individual asset allocation pollclos. 
o, Process cash transfers for state agencies and political subdivisions recolvlng Investment sorvlcos. 
d. Monitor Investment managers against guldellnes 

2. Perform Investment Accounting Dulles 
a. Review master custodian's "audited" Investment reports for completeness and accuracy. 
b. Prepare reports allocatlng Investment earnings and expenses of pc,oled Investment accounts for the SIB. 
c, Verify Investment fees and prepare tor payment. 
d. Maintain adequate cash balance In operating account. 

3. Assist with RIO Budget 
a, Monitor budget compllance and prepare stalus reports 
b, Coda and allocate expenses for payment 
c. M&lntaln adequate oash balance In operating accounl 
d. Maintain end reconcile operating cash account at State Treasurer's Off Ice 
e. Reconcile SAMIS to general ledger 
f. Process and monitor payroll activities 

4. Assist with Investment Related Special Projects 
a. Assist Fiscal and Investment Officer with special projects as assigned by lnvestmont Director, 
b. Back-up to Flscal and Investment Officer In his/her absence. 

5. Assist with External/Internal Audits 

a. Prepare work papers and accounting reports for the Internal and external auditors. 
b. Assist with preparation of Comprehensive Annual Flnanclal Report (CAFR) . 

2 
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State Investment Board 
Assets Under Management vs Budget 

~­
$3,591,961 

l 

--Assets 1 

Under Mgrnt/ 
(In $000) I: 

- - Budget 

-~ -- -- -- - - __ _.. _______ ... ,IM __ $-mo.367 

19l~9 1991 1993 1995 1997 1999 2000 

1989-91 Biennium $1,449 investment dollars per budget dollar 
2001-03 Biennium $4,920 Investment dollars per budget dollar 

State Investment Board 
Assets Under Management vs FTE 1s 

$1,002,684 

5125 --- ............. ,.._ - - ....... - ........... - - ............... - - - 5.05 
~~ ~--------· 

1991 1993 1995 1997 1999 

1989 .. 91 Biennium $190,987A29 Investment dollars per FTE 
2001 .. 03 Biennium $731,081,332 Investment dollars per FTE 

Historical Total FTE's for RIO 
Biennium 89-91 91-93 93 .. 95 95 .. 97 97 .. 99 

Totaf FTE's 15 19 19 19 18 --

3 

2000 

99-01 

17 

--Assets Under 
Mgmt (In 
$000) 

- - - FTE's 

01-03 

17+1 

l 
I 



Board and Staff Education 

• 
NDCC 21-10-07 states: 11The state Investment board shall apply the prudent lnvestor rule in irwestlng for 
funds under its supervision. The 11prudent investor rule 11 meAns that in making investments the f iduclaries 
shall exercise the judgment and care, under the circumstances then prevailing, that an institutional investor 
of ordinary prudence, discretion, and intelligence e><ercls0s in the managGment c,f large in11estments 
entrusted to it, not In regard to speculation but in regi~rd to the permc1nent d1spositlo11 ot ftmds, uonsldering 
probable safety of capital :lS well as probable income." 

To properly manage the TFFR pension plan, as required in NDCC 15~39.1-05, the TFFR trustees and RIO 
adminlst,•ative staff must be knowledgeable in retirement plan administration, public policy issues, federal 
and st&i:e legislative and regulatory requirements, and financial, actuarial, and investment practices. 
Administering a public pension plan Is becoming more and more complex due to ever changing federal and 
state laws governing pension plans. Additionally, retirement system hustees and staff must be prepared for 
the Impact retiring Baby Boomers will have on the system. 

In order for the fiduciaries to make 11prudent" der.islons regarding the funds that they are responsible for, 
they must be properly educated. This includes the staff people who are expected to make 
recommendations to the Board regarding investment strategies and management, as well as to the Board 
Members who must make the decisions on those fecomrnendations. The understanding of the complex 
world of investments Is challenglng in Itself. Compoundlng the need tor continuous educatlon and 
professional development are the demands of understanding the instltutlonal management structural 
components. Staff members deal dlrectly with investment managers, custodlan banks, separate and 
commingled accounts, consultants, actuaries and brokers. Understanding the specific interactive roles of 
these component parts and orchestrating their smooth function Ing requires continuous ~ducatlonal 
updates . 

• Education Is the key to the success enjoyed by the State Investment and TPFR Boards. The Boards play a 
very ar.tlve role In Investment and retirement plan policy development, Implementation and monitoring. 
Unlike other Boards that may not require any specific level of technical expertise or knowledge, the SIB and 
TFFR Board meet regularly to deal with the complex and dynamic world of global Investments and public 
pension fund administration. It has been our experience that the education received by Board members ls 
directly applied to their crltlcal Board functions and more than pay for any costs Incurred through the 
betterment of Investment returns and pension benefits. 

• 

Because of the complexity of the Issues Involved, It Is difficult to find relevant education courses In state. 
They are more likely to be found In cities whem large money management firms are located or where 
" 1"1atlonal" organizations hold their conferer1ces. Therefore, costs Include not only the education Itself, which 
·. 111n run upwards of $1,000 per course, but also travel expenses to get to the courses. 

We ,,viii be welcoming 2 new board members this month due to the general election, and it will be very 
lmponant for them to attend conferences and training In order for them to perform their duties on the board 
appropriately. 

Prior to 1997, there were flvo TFFR trustees (three members appointed by the Governor). In 19971 the 
Legislature expanded the TFFA Board to seven members (five members appointed by the Governor). Due 
to budget constraints In 1997 and 1999, the RIO budget was not Increased enough to provide for education 
for all five appointed board members. Addltlonal budgeted funds are needed to provide continuing 
professlonal education for TFFR board members . 

4 
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North Dakota Teachers' Fund for Retirement 
ND State Investment Board 

CHl~PTER 54-52.5 
STATE RETIREMl'.:"IT AND INVESTMENT OFFICE 

54•52.5 .. 01. North Dakota state retirement and Investment office. The state retirement and 
lnvestment office Is created to coordinate the activities of the state Investment board and teachers' 
fund for retl rement. 

54•52.5•02. Governing authority. The state Investment board shall govern the sta.te retirement and 
Investment office. The state investment board Is responsible for overseeing and operating the agency 
and may do all things necessary to coordinate the activities of the state Investment board and the 
teachers' fund for retirement. The board of trustees of the teachers1 fund for retirement and the state 
Investment board shall maintain their legal Identities a11d authority as otherwise provided by law. 

54·52.6·03. State retirement and Investment fund .. Cost of operation of agency. A spec-la! fund 
known as the "state retirement and Investment fund 11 Is established for the purpose of defraying 
administrative expenses of the state retirement and Investment office. The actual amount of 
administrative expenses Incurred by the state retirement and Investment office must be paid from the 
respective funds listed under section 21·10-06 and are hereby appropriated to the state retirement 
and Investment fund In proportion to the services rendered for each fund as estimated by the state 
Investment board. The amount necessary to pay all administrative expenses of the state retirement 
and Investment office must be paid from the state retirement and Investment fund In accordance with 
the agency's appropriation authority. Any Interest Income earned on the state retirement and 
Investment fund must be credited to the fund, 

a 
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RETIREMENT AND INVESTMENT OFFICE 
MISSION STATEMENT 

The North bokota Retirement and Investn1ent Office (RIO) exists in order . 
that: 

• SIB clients receive cost-effective investment services directed at meeting their 
writte11 financial goals under the Prudent Investor Rule. 

• SIB clieni s receive investment returns consistent with their written investment 
policies and market variables. 

• Potential SIB clients have o.ccess to information regarding the investment services 
provided by the SIB. 

• TFFR benefit recipients receive their retirement benefits in a cost effective and 
timely manner . 

• TFFR members have access to information which will allow them to become 
knowledgeable about the issues and process of retirement. 

• SIB clients and TFFR benefit recipients receive satisfactory services from the 
boards and staff of the office . 
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Ex Officio Members 
Governor or deslgnee 
Kathi GIimore 
Jim Poolman 
Paul Kramer 
Bob Olheiser 

Who is the 
Investmen 

"-

TFFR Board 
Dr. Mark Sanford 
Paul Lofthus 
Norm Stuhlmiller 

? • 

fiRS Board 
Howard Sage 
Weldee Baetsch 
David Gunkel 

..__-----~-· __ 11 Members =-=-~-~-------! 

As of June 30, 2000 

* $3.65 bb in total assets 
* 18 accounts Including PERS, TFFR, WCF 
* $2. 7bb Pension Trust 
* $940 mm Insurance Trust 
* 11 asset classes 
* 19 external Investment managers 
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STATE INVESTMENT BOARD MEETINGS 

Regularly ~cheduleJ SIB meetings are held eleven times per year (monthly except 
December). 

An annual Goveuiance Meeting is held each October to review the previous fiscal year's 
Governance Goals/Ends. 

The SIB has one standitig committee, the Audit Committee, which meets quarterly 
(August, November, February, a~d May). 

During Fiscal Year 2000, the SIB accomplished the following: 

✓ established ond managed the FYOO Workplan, 

✓ oversaw the implementation of a new administrative structure for NDRIO, 

✓ studied alternative private equity investments and retained Hearthstone to manage a 
focused single .. family residential development portfolio, 

✓ considered, for a second time, and ultimately chose not to participate in, credit 
enhancement facilities for the Municipal Bond Bank, 

✓ added the PERS Group Insurance Account as an SIB client, 

✓ added the Bismarck Deferred Sickleave Account as an SIB client, 

✓ monitored the development of software applications designed to enhance reporting 
capabilities to SIB clients, 

✓ accepted revised Investment Guidelines for the TFFR, 

✓ thoroughly studied the Real Estate asset class and took significant actions to raise 
commitments to continue to meet target objectives, 

✓ designed and Implemented a program to monitor Investment managers' progress 
towards meeting Y2K compliance objectives, 

✓ Implemented a direct deposit alternative for Board members 

✓ reviewed fees chargeable to the Veterans' Cemetery Fund and granted a 2-year fee 
waiver, 

✓ reviewed progress of fixed Income strategy mod If icatlons, 

• ✓ reviewed presentation by Connie Flanagan to the AFPE, 

9 



• ✓ Board members assistP.d staff in interviewing and retaining a Supervisor of Internal 
Audit, 

✓ revised CEO evaluation methodology, 

✓ accepted revised Investment Guidelines for Job Service North Dakota, 

✓ accepted revised Investment Guidelines for Risk Management Fund, 

✓ conducted an exhaustive study of enhanced equity indexation strategies, concepts and 
applications, 

✓ reviewed mandates of international managers, 

'✓ reviewed RIO'S establishment of a web page, 

✓ studied and postponed action on proposed changes to TCW convertible guidelines, 

✓ reviewed Ark Asset Management and terminated them, and 

✓ successfully managed the transition of assets from Ark to the index fund, 

During the yea,.., the SIB: 

• ✓ terminated 1 manager, 

✓ added 1 manager, 

✓ and, held 14 comprehensive annual manager meetings . 

• 
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Statutory Authority of the State Investment Board 

North Dakota Century Code 21-10-06 

Relates to the Responslbllltles and Function of the State Investment Board 

North Dakota Century Code 21 .. 10-06. Funds under management of board -
Accounts. The board Is charged with the Investment of the followlng funds: 

1. State bonding fund. 
2. Teachers' fund for retirement. 
3. State fire and tornado fund. 
4. Workers' compensation fund. 
s. National guard tuition trust fund. 
6. Public employees retirement system. 
7. Insurance regulatory trust fund. 
8. State risk management fund. 
9. Veterans' cemetery trust fund 

Separate accounting must be maintained for each of the above funds. When It Is 
deemed advantageous the moneys of the Individual funds may be commingled for 
Investment purposes. 

The state Investment board may provide Investment services to, and, manage the 
money of, any agency, Institution, or political subdivision of the state, ~ubject to 
agreement with the Industrial commission. The scope of services to be provided by 
the state Investment board to the agency, Institution, or political subdivision must be 
specified In a written contract. The state Investment board Is authorized to charge a 
fee for providing Investment services and any revenue collected must be deposited In 
the state retirement and Investment fund. 

Nine contracted funds: 

1. City of Bismarck employees pension plan 
2. City of Bismarck police pension plan 
3. Job Service North Dakota pension plan 
4. PERS retiree health fund 
5. Veterans post war trust fund 
6, ND association of counties fund 
7. ND association of counties program savings fund 
a. City of Bismarck deferred sick leave fund 
9. PERS group Insurance fund 

11 



• 
Running the Machine 

Custodian Bank 
The Northern Trust 

• Safe-keep ossets 
• Sett le trodes 
• Record-keeper 
• Securities Lending 

RIO S"taff 
Investment Program (5. 05 FTE' s) 

• MANAGER OF MANAGERS 

• Devise and administer overall 
investment strategy 

• Maximize risk/return opportunities 
within each asset class 

• • Liaison between SIB and Managers, 
Consultant and Custodian 

• 

• Monitor individual funds 1 investment 
guidelines and asset allocations 

• Maintain separate accounting for 18 
individual funds 

Investment Managers 
19 managers 

• Implement specific mandates or "Investment missions" 
• Make buy/sell decisions based on Investment guidelines 
• Report to RIO staff on a regular basis 
• Provide education 

12 

Investment Consultant 
Callan Associates 

• Performance 
r,,easuretrtent 

• Manager searches 
• Provide education 
• Special projects 
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INVE:.STMENT ADMINISTRATION 

The staff of RIO deals directly with the 
18 SIB client funds. This includes daily 
correspondence regarding funds 
tran$fers, monthly reporting of financial 
ond investment information and annual 
reviews of investment guidelines ond 
performance. 

The following shows the. reviews conducted: 

Workers Comp 
City of Bismarck 
PERS* 
Risk Management Fund 
ND Assoc. of Counties 
Job Service ND 
TFFR 
Insurance Funds ( 4) 

*RIO has participated in numerous 
meetings with PERS staff and 
service providers In connection with 
investment management of the 
alternative DC plan and other 
supplemental plans, 

August 2000 
July 2000 
April 2000 
March 2000 
February 2000 
November 1999 
July 1999 
June 1999 (reviews 
conducted biennially) 

On a monthly basis, the Flscal Management staff at RIO reviews the activities of 38 
indfvlduol manager accounts from the custodian bank's reporting system. This Inf ormatlon is 
then allocated to oll of the partlclpotlng funds and ffnanclal statements are created. In 
odditlon to this, each month the asset allocation of each fund is monitored to ensure that 
eaeh fur1d Is within a target range of Its policy allocation. 

•------------------------
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o is the ) 
-. 

eachers' Funa 
r Retir . 

Ex Officio Members 
Wayne Sanatead 

Governor Appointed 
Dr. Mark Sanford (represents administrators) 

Kathi GIimore Paul Lofthus & Barb Evanson (represent active teachers) 
Norm Stuhlmlller & Curly McClain (represent retired 

teachers) 

As of June 30, 2000 

* $1.49 bb in Investment assets 
* 11,364 active/Inactive members 
* 4,827 retired members/beneficiaries 
* $4.47 mm fn benefits paid out monthly 
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• TFFR Mission Statement 

The mission of TFFR, a trust fund, is to advocate 
for, develop, and administer a comprehensive 
retirement program for all trust fund memb~r•s 
within the resources available. 

TFFR Goals 

• To provide a replacen1ent income equal to 60 
percent of the final average salary of a 
career employee who has 30 or more years 
of credited service, 

• To orovide ad hoc and/or automatic benefit 
I 

increases for retired members and 

• 
beneficiaries to provide income protection 
and assist retirees in accessing affordable 
health Insurance, 

• 

• To continue providing statewide pre .. 
retirement planning services and benefits 
counseling to members. 

15 

WHAT IS 'TFFR? 

TFFR is a qualified defined benefit 
public pension plan covered under 
Section 401(a) of the Internal 
Revenue Code (IRC), In simpler terms, 
TFFR is a tax-exempt pension plan 
where benefits are defined by state 
law, 

North Dakota Century Code (NDCC) 
Chapter 15w39.1 and Title 82 of the 
North Dakota Administrative Code 
(NDAC) contain the actual language 
governing the Fund, 

The TFFR plan is funded on an 
actuarial reserve basis, That is, monev 
is invested for future retirement 
benefits while members are actively 
teaching. Benefit funding comes from 
three sources: 
• Mei j,ber assessments 
• Employer contributions 
• Investment earnings 

The plan must remain in actuarial 
balance which guarantees availability 
of funds to pay benef Its as prescribed 
by law. 

TFFR serves over 10,000 active 
teachers from 289 employer groups 
and pays be.nefits to more than 4,800 
retirees and benef lclarles . 
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TFFR BOARD OF TRUSTEES 

The TFFR Board of Trustees is responsible for administering the TFFR retirement 
program. The Board has the authority to establish investment policy; arrange for actuarial 
and medical consultants; pay benefits and consultant fees, submit propci.')ed legislative 
changes; and determine appropriate levels of service to TFFR members. The TFFR 
program is administered by the Retirement and Investment Office (RIO). 

Regularly Scheduled TFFR Boord meetings are held six times per year (July, September, 
November, January, March, and May). 

Special meetings are held as needed - during Fiscal Year 2000, 3 special meetings were 
held in addition to the six regular meetings. 

The TFFR Board has one standing committee, the Benefits 5ervices Committee, which 
meets quarterly as needed. 

The TFFR Board works with many teacher interest groups in formulating legislation and 
administrative rules, These interest groups include: 

North Dakota Ecrncation Association (NDEA) 
North Dakota Retired Teachers Association (NDRTA) 
North Dakota Council of Educational Leaders (NDCEL) 
North Dakota School Boards Association (NDSBA) 

TFFR ADMINISTRATION 

Col leetf ons and Payments 
Collected assessments and contributions totaling $54 mill/on from 287 employers during 
the f I seal year. 

Paid out $53.6 million in p~nsion benefits and $2.8 million in refund payments totaling 
$56.4 mflllon for the year. 

About 54 % of employers electronically report assessments and contributions to TFFR, 
This comprises about 85% of the active membership, 

Emplo~tac ,.o.mmun[cgtf ons 
Met with school board members, business managers, and software vendors at 1999 School 
Boards and School Business Managers Association Aru,ual Conference, Presented seminars 
for new business managers and oll business managers on the updated Employer Gulde, 

Made four presentations to school district business managers at regional Wflrkshops on 
TFFR reporting requirements, 

16 
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M.lmbf c ~mt,11 Qutcea~b Pce.gcgm statl1t(c1 
741 members attended outreach programs (plus member conYention participants) 
Member SerYlces staff traYeled 6,589 miles 
Member satisfaction of the outreach programs continues to be high, 

er.s.-Be11rim1mt stm(nars 
287 members attended 
e locatlons .. Forgo, Langdon, Garrison, DeYils Lake, Williston 

if net tt1 ,2ynsellng §.sssfgns 
Statewide - 191 members 
13 locations - Grand Forks, Williston, Stanley, Fargo, Bismarck, Minot, Jamestown, Valley 

City, We.st Fargo, Dickinson, Hettinger, Reeder, and Grof ton 

Local Office .. 263 members 

iroup Presentgtl9n1 
NDRTA ConYentlon and Elementary Principals Conference 

Cgnf erences gt\SI Cooventf QDI 
NDEA Summer Conference - Bismarck 
ND Vocational Education ConYentlon - Bismarck 
ND Retired Teachers ConYentlon ... Minot 
NDEA Instructional Conference - Grand Forks 
NDCEL Annual Cont erence - Bismarck 
NDEA Representative Assembly - Bismarck 

Member Commynications 
Notified active membership of our request for an IRS determination letter, 

Created a new retiree payroll notice and a retiree account change notice, 

Updated our toll free number to allow nationwide access, 

Published the RIO Web Site, 

Malled annual benefits statements to 10,247 active and 1,117 Inactive members. 

Annuity Payments 
Distributed annuities to 4,829 retired mernbers and beneficiaries as of J'une 30, 2000. 
For the year, pension benefits totaled $53.6 million. Of the total, about 87% of the 
payments were deposited via electronic funds transfer. 

Refund Payments 
Distributed refund and rollover payments of $2.8 million to 352 participants during the 
fiscal year. Approximately 48% of the refunding members rolled over their refund 
payment to an IRA or another qualified plan. 

17 
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P.iYC211 Qed~tf2n1 
t~t)RT A annual dues 
Federal tax wlthholdlng 
Nt:> state tax wlthholdln9 
PERS health Insurance 
PERS dental insurance 
PERS life insurance 

Pcoce1sed Clalms f2r @en1fft1 
Refunds 238 
Rollovers 114 
Retirements 391 
Dlsabllitles 11 
Survivor annuitants 10 
Continuing annuitants 13 

Member Acc9ynt Actlvi~ 
New members 873 
Deaths 191 
Pop ups 16 
Purchase requests 559 

Actuarial Services 

1,8~6 members 
2,344 members 
1,839 members 

!~04 members 
34!3 members 
96 members 

(38%) 
(49%) 
(38%) 
(10%) 
( 7%) 
( 2%) 

The Watson Wyatt Company completed the annual actuarial valuation for July 1, 1999 and 
delivered It to the TFFR Board In November 1999. The rt~port Indicated that TFFR had a 
1.66% margin, The unfunded actuarial accrued liability (UAAL) Increased from $105.1 
million to $135,3 million, and the funding period increased from 6,9 years to 10.5 years. 
The funded ratio decreased from 89,8% to 88.6%. The r,iport stated that TFFR remains 
In a strong actuarial position. 

The annual actuarial valuation has not yet been completed for July 1, 2000. The 2000 
report will be delivered to the TFFR Board by Watson Wyatt on November 16, 2000, 

Watson Wyatt also conducted an Actuarial Experience Study and an Asset/Liability 
Modeling (ALM) Study. The Actuarial Experience Study was presented at the March 
2000 board meeting, Watson Wyatt recommended and the TFFR Board approved a 
number of changes to the actuarial assumptions and methods. The ALM result::; were 
presented to the TFFR Board in June 2000 and as a result, the TFFR Board made changes 
to their asset allocation ml><. 

Buck Consultants was the actuarial consulting firm who performed the actuarial audit of 
TFFR's current actuary, Watson Wyatt. The Buck report states that they found the work 
done by Watson Wyatt to be accurate, reasonable, and performed in accordance with 
generally accepted actuarial principles and practices . 

18 
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Who is the 
SIB? 
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SIB Board 

SIB Board 

1
2001 c __ rew ·i) 

IJ?.)j A. ~f 
11•!1. v~ ii ,-i:f.titl#1tJ ' 

c-fil ' 
l;,c Officio Member• TFFR Board PERS Board 
Lt. Gov. Datrymple 

Kathi Gilmore 

Jim Poolman 

Dr, Mark Sanford 

Norm Stuhlmlller 

Paul Lofthus 

Howard Sage 

Weldeo Baetsch 

David Gunkel 

----------------
------·---------·-
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NDCC Chapter 21·10 

Horlh 01kol1 Century Code 21-10·06, Fund~ un1Jur 
rn1111uuo111u11t ol I.Jonrd • Accou111i; Tllo l>011t1J 1~ c11111ymJ w1lh 1110 
HIVUhllllUIII of tho followlny hHl<lH 

1 $tutu l>ond111u fu11ll 
2 To11clw16' hmd lor wllro111on1 
:1 B11110 flro 1111d torumlu lumJ 
4 Wmkora' co111po11uu110111u111J 
6 Nutlonul ijlllHd lulliOII 1IU!ll hrnd 
O.Puhllc 0111ployooe llllilO/llUJII syslom. 
7,IIIIIUIIHICO ,ouulolory IIURI hmd. 
8.Bloto risk 111m1nuu111onl hmcl 
OV0101uns' comulmy trnsl tuml 

Contractual relationships 

1, Clly of Bismarck omployoos ponslon plan 
2. Cl1y of Bismarck po!lco ponslon plan 
3, Job Service North Dakota ponslon plan 
4. PERS roliroo houllh fund 
6, Vetorans post war trust fund 
a. ND association of countlos fund 
"/, ND assoolatlon of countlos program savings fund 
8. City of Bismarck doforrod sick loavo fund 
9. PERS group Insurance fund 

ND WORKERS' COMPENSATION FUND 
Polley Development and Implementation 

a~ ,... •• ., ';;'.: ! i>•:1 

f.' 
,'' 
1,1 
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Who is 
RIO? 

~ .. ~~t PffMnttg. . 
JiOWCr.i-.N-
"~✓ 

5 



• 

• 

• 

: •• BA... "I··~ 
' Itri •tn.::n~r.:.~-::. mt'"... . 

SIB 

TFFR 

RIO Staff 
17 FTEs 

RIO Staff 
17 FTEs 

SIB J._ f~,- L~'w ~'-• '.. . ~ . .. . ... 
TFF ~\ ·· J, I : 
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RIO Staff 

Administer overall 
investment strategy 

RIO Staff 

Maximize risk/return 
opportunities within 
each asset class 

RIO Staff 
Liaison between SIB and 
Managers, Consultant 
and Custodian 
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RIO Staff 
Monitor lndlvldual funds' 
Investment guidelines 
and asset allocations 

RIO Staff 

Maintain separate 
accounting for 18 
individual funds 

Custodian Bank 
The Northern Trust 

Safe-keep assets 
Settle trades 

Record-keeper 

Securities Lending 
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Investment Consultant 
Callan Associates 

Performance measurement 
Manager searches 

Provide education 
Special projects 

RIO Staff 
20 EKltf'nll M1nager1 

Manager of 

Managers 

Investment Managers 
20 managers 

Implement specific mandates or 
0lnvestment missions" 

Make buy/sell decisions base 
on investment guidelines 
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Investment Managers 
20 managers 

Report to RIO staff on a 
regular basis 

Provide education 

They had Hal 

We have Gary 

------------
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Space Station of the Prairie 
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Peace 

Garden 

Room 

• • 

$2.541111 
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SIB Pension Trust: $ 2.54 bb 

.... 
1•• 

Sl.141111 



• SIB Insurance Trust:$ 0.94 bb 

• 

• 
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Historical Investment Returns by Fund 

Smoothing 1997-2001 

1997 
1998 
1999 
2000 
200101 
Smoothed 2001 

FYRetum 
19.29 
14.05 
11.06 
11.63 
-0.95 

~Q,% 
3.86 
2.81 
2.21 
2.33 

:.QJ.a 
= 11.02 -------------------------
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The Exclusive Benefit Rule 

• ----------------

Match Loans 

• 
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Righteous Bucks! 

FY 2000 BND Fees 

Pension Trust 81,362 
Insurance Trust 123,888 

$205,250 

~ (RRIE ~Fl_ O_l>~~S 

·3/iife JP :J;tJ~t 
i\ V..AR\f-1{ BHO\ •-A~fO(t\ -----------
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Testimonial Exhibit on HB 1025 January 24, 2001 

~~), 

Steve Cochrane, CFA 
Executive Director, Nt>RIO 

Economically Targeted Investments in North Dakota 

It all starts with .... an investment ideal 

The idea is presented to the State Investment p Board, 

The idea is economically targeted to benefit the state 
of North Dakota in some way. 

The idea may be Intrinsically appealing and command 
serious attenti, 

If so, the SIB 
"Investment fit". 

r c::::==:i I 

l~ looks Inward for policy compatibility and 
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On to the NDCC and plan sponsor guidelines,,, 

The SIB is charged with the ~ g> responsibility of investin.9 
in accordance with the policies set by the legal 

authority of the participating funds as well as any applicable state law. 

Nt>CC 21-10-07. Legal Investments stipulates that all investment 
activity be in accordance with the "prudent investor rule" and states 
that, "retirement funds belonging to the teachers' fund for 
retirement and the public employees retirement system must be 
invested exclusively for the benefit of their members and in 
accordance with the respective funds' investment goals and 
objectives," 

Nt>CC 54 ... 52 ... 14.3. Public employee retirement funds--tJse and 
investment states that, "All moneys from any source paid into any 
public employee retirement system fund created by the laws of this 
state must be used and invested only for the exclusive benefit of 
the members, retirees, and benef iciarie.s of that system, including 
the payment of system administrative costs", 

-·. . .... - --------·- - ~-- -~·---~-------~------~ 

To augment the NDCC's exclusivity requirement, PERS has given the 
SIB the followlng directive: 
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"V. RESTRICTIONS 

F. Economically targeted investing is prohibited unless the 
investment meets the Exclusive Benefit Rule. 

For the purpose of this document, economically targeted investment is 
defined as an investment designed to produce a competitive rate of 
return commensurate with risk involved, as well as to create collateral 
economic benefits for a targeted geographic area, group of people, or 
sector of the economy." 

And the TFFR says: 

~ "The Fund must be invested exclusively for the benefit of 

I the members and their beneficiaries in accordance 
with thls investment policy," 

ource: Investment Palley Statement approved by the TFFR Board on 11-22-95, 9-9-97, 7-27-00 and 
cepted by 5IB on 2·23·96, 9·26-97, 7·28-00, - __________________ ___, 

So, how do we test to see If an Investment Idea that could be 
beneficial to North Dakota meets these exclusive 

benefit requirements? 
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The Exclusive Benefit Rule 
is met if the following four conditions are satisfied: 

1. The cost does not exceed the fair market vafue at the time of 
investment. 

2. The investment provides the Fund with an equivalent or superior 
rate of return for a similar investment with a similar time horizon 
and sirni lar risk. 

3. Sufficient liquidity is maintained in the Fund to permit 
distributions in accordance with the terms of the plan, 

4. The safeguards and diversity that a prudent investor would adhere 
to are present . 

These conditions are reasonable and allow for flexibility in assessing 
comparable investment benchmarks and alternatives, For example, the 
free market expected rate of return on commercial real estate 
investments in North Dakota could be considered the applicable return 
target, as opposed to that of similar investments in other locations. 

You coulda been a 
ccnttnder, Rockylll 

Not all investments ideas meet the requirements 
of the Exclusive Benef It Rule. 

reoO~ 
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Others make fine investments AND lend economic 
assistance to North Dakota venture.s. 

Yo1 look at me nowt Adrienne! 

One big winner is the SIB investment in the 
Bank of North Dakota's "Match Loan" program, 

In cooperation with the Bank of North Dakota's "match loan program", 
th~~ SIB has formally earmarked $100,000,000 ln funds to be made 
avaiioble to promote the expansion of free enterprise ln the state, To 
date, ~ND has committed $76,690,000 of this allocation and continues 
to seek additional opportunities to fund private businesses . 

..... --· -- -------·"' ---·, 
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SIB-Funded BND "Match Loans" Currently in Place 

Borrower Loan Amount Location 

__ B_N_I_C_oa_l _L T_D _______ _1 4 ,5Q.9 ,000 __ Bj_~_mar,ck -----·-·--·--· 
~~erican CrysJal 12,000,000 Drayton, ~illsboro --·-·----·-
US Bancor__Eoration 6,600,000 --·-·---·---------Fai:go ______ "" ___________ _ 
Community First B~nk __ ·-· 3,200,000 ---·----·~-_fa!]o ----·-·-•··-···-·-·----
Dukota Growers ____ _ 12,000,000 Carrington ______________ _ 

~ersoll-Rand 18,000,000 ___________ Bismarck ··----------
Great Plains Software _ 14,000,000 --····- --·-·- ___ fa_r~go __ _ 

~ab~ton CD_~_ --~,390,000 W~e!on~--
TOTAL _____ $ 76,690,000~_ North ()a_~.!>!~~----

BND also manages the short-term investment portfolio in the 
Insurance Trust which facilitates the lending of approximately 
$33,180,000 by BND within their standard operational framework. 

The net result rs that the SIB has made approximately 
$133, 180,000 available to BND for lending in the state. 

That's a lot of cabbage, man! 

Speaking of BND, they atso manage f lxed .. 
Income portf ollos for the Pension and Insurance 
Trusts. In fact, with $336, !S27, 000 under 
management In bonds, BNI) weighs In as the 
SIB's #1 manager by sfze of account. Thfs 
relatfonshlp netted BND $20!5, 2e0 In fees 
during FY 2000f _________________ __. 
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In addition to the BND effort ... 

Our venture capitalists are on the lookout for exciting 
homegrown deals. 

The SIB has also worked to initiate and maintain a communications 
link between the Department of Economic Development and Finance 
and the venture capital investment firms under retention. Brinson 
Partners and The Coral Group are both aware of our interest in 
identifying prospective start .. ups in North Dakota and have 
indicated their commitment to analyze such opportunities . 

So, that's where we stand currently on economically targeted 
investments In North Dakota. As always, the SIB remains vigilant in 
assuring that the pension assets are invested exclusively for the 
benefit of the members and their beneficiaries while maintaining a 
sensitivity to homegrown opportunity and responsiveness to client 
91Jidelines, 



Proparod by tho North Dakota Logh,lativ,;, Council 
staff for Houeo Appropriations • Oovommont 
Oporntlon& DMelon 

rtmtnt 192 • Publlo employeH Retirement 8y11tem 
•• BIii No, 1020 

January 16, 2001 

2001-03 Schafor Exocutlvo 8udgot 

1999-2001 Loglslatl\lo Approprlatlorjs 

lncroaeo (Docroaae) 

FTE Po1ltlon1 
27.00 

General Fund Other Funde 
$3,860,480 

Total 
$3,859,480 

26.00 -·--·-----· .. -·----
1.00 $0 ------- .., __ , ___ , __ _ $460,628 ____ ................. $450,628 

2001·03 Hoovon executive Budgot 

Hoovon lnoroaeo (Docroasa) to Schafer 

_, __ ,, ___ 27.00 •-·----····--·-··-•--·•·· ____ ., .. ___ $3,850,480 ··--· , ____ $3,850,480 

0.00 $0 $0 $0 -----
1 The 1999-2001 appropriation amount Includes $40,517 of other funds for tho agency's share of tho $6,4 million funding pool 

upproprlated to the Office of Managoment and Budget (0MB) for spoclal market equity ad)ustmonts for classlfiod employees and 
$2,626 or other funds for the agenoy'e share of the $1,4 mllllon funding pool appropriated to 0MB for assisting agonclos ln providing 
$35 per month minimum salary increases In July 1999 and July 2000. 

Major Sohafe, Re0ommendatlon1 Affecting the Public Employee& Rotlroment System 2001-03 Budgot 

1. Increases f undlng for operating oxpeneos by 23.4 percent, from 
$1,222,052 to $1,607,730 to reflect tho followlng changes: 

lnfiatlonary Increases 
Establishment of Interactive voice response and Internet-based 
flystams to allow members to access Information or comploto 
bonent forms 24-hours per day 

Olhor 

Total recommended changes 

2. Add:3 1 FTE employee beneflls programs specialist and provides the 
following amounts to conduct member education programs: 

Salaries and wages 
Operating expenses 
Equipment 

Total rocommended appropriation 

General Fund Other Funds 

$62,085 

190,056 

32,637 

$286,678 

$77,678 
6,732 
4,500 

$88,910 ~==-=-= 
Major Hooven Recommendations Affecting thu Publlo Employees Retirement System 2001-03 Budget 

Compared to the Bill as Introduced (Schafer Budget) 

The Hoeven budget recommendation does not change the Schafer executive budget recommendation for this agency. 

Major Leglslatlon Affecting the Public Employees Retirement System 

Total 

$62,086 

190,056 

32,637 

$286,678 

$77,678 
6,732 
4,500 

$88,910 

Senate BIii No. 2082 - This blll Increases the Public Employees Retirement System defined benefits plan benefits multiplier from 
1.89 to 2 percent and provides a postretlrement benefit Increase for retired members. 

House BIii No, 1216 • This blll extends until December 31, 2001, the time period ✓w, 11-ilr. which state employees el lg Ible to participate In 
the defined contribution plan may elect to do so. 

House BIii No, 1217 - This blll expands ellglblllty to participate In the defined contribution plan to Include all state employees except 
Supreme Court and district court judges or higher education employees ellglble to participate In TIAA-CREF, 



partment 192 • Publlo Bmployett Retirement Sy,tem 
u" BIii No, 1025 

Propared by the North Dakola Loolslativo Council 
ettiff for Sonato Appropriations 

February 10, 2001 

FTE P01ltlon1 
27.00 

General Fund Other Pundt Total 
2001-03 Schafer Exocullvo Budget 

1900·2001 Leglslallvo Appropriations 

lncroaso (Decrease) 

2001·03 Hoeven Executive Budget 

Hoovon Increase (Decroaae) to Schafer 

______ ,,_ 26.00 ----

1,00 

---------- 27 ,00 

0.00 

--
$0 

$3,850,480 $3,850,480 

~··----1 .. 300,952 .... ·- .. ... }•~-~~!~~?' 

$450,628 $459,628 

--------$3,859,480 ...... _ ... -· J3.,_~~.o .. ~o.Q 
$0 $0 ------- ·---·------

1 The 1999·2001 appropriation amount Includes $40,617 of other funds for the agency's share of tho $5.4 mllllon funding pool 
appropriated lo the Office of Management and Budget (0MB) for special market equity adjustments for classified omployoes and 
$2,626 of other funds for the agency's share of lho $1 .4 mllUon funding pool appropriated to 0MB for assisting agencies In providing 
$36 per month minimum salary Increases In July 1909 and July 2000. 

Major Schafer Recommendation, Affecting the Public EmployeH Retirement Syetom 2001 ·0,3 Sudgot 

1. Increases funding for operating oxpeneos by 23.4 percent, from 
$1,222,052 to $11007,730 to reflect tho following changos: 

Inflationary Increases 
Establishment of Interactive voice response and Internet-based 
systems to allow members to access Information or complete 
benefit forms 24-hours per day 

Other 
Total recommended changes 

2, Adds 1 FTE employee benefits programs epeclallst and provides the 
followlng amounts to conduct member education programs (The House 
removed the funding and the FTE.): 

Salaries and wages 
Operating expenses 
Equipment 

General Fund Other Fundis 

=-=+• 

$62,986 
190,056 

32,637 

$2815,678 -
$i'7,678 

6,732 
4,50Q 

Total 

$62,985 

190,056 

32,637 

$285,678 

$77,678 
6,732 
4,500 

Total rncommended appropriation $88,910 $88,910 ====-- -----=== 
Major Hoeven Recommendations Affecting the Publlo Employees Retirement System 2001-03 Budget 

Compared to the BIii as Introduced (Schafer Budget) 

The Hoeven budget recommendation does not change the Schafer executive budget recommendation for this agency, 

Major Legislation Affecting the PubUc Employees Retirement System 

House BIii No, 1216 • This bill extends untll December 14, 2001, the time period within which state employees ellglble under curent 
law to participate In the defined contribution plan may elect to do so. The fiscal note Indicates the need for addltlonal appropriation 
authority of $3, 780--$3,000 for assistance required by PERS ln calculating amounts to be transferred to th,, defined contrlbutivn plan 
and $780 for meeting expenses, 

Houae BIii No. 1217 - This blll expands ellglblllty to participate In the defined contribution plan to Include all state employees except 
Supreme Court and district court Judges and higher education employees ellglble to participate In TIM-ORE F. This blll also provides 
an other funds appropriation of $250,000 to the PERS and provides authority for 2 additional FTE positions. The fiscal note Indicates 
an estimated cost to the agency of $418,692 and the need for 3 FTE positions, rather than the 2 FTE ix,sltlons authorized in the bill. 

nate BIii No. 2362 • This bUI Includes overtime wages earned by employees of the North Dakota MIii and Elevator Association In the 
finltlon of "salaries and wages" for the purpose of determining retirement benefits and provides an other funds appropriation of 

$7.300 for administrative expenses anticipated to be Incurred by the PubUc Employees Retirement System. In addition to the $7,300 
effect on the expenditures of the PERS, the fiscal note Indicates additional expenditures of $130,000 for the 2001-03 biennium for the 
MUI and Elevator for addltlonal retirement contributions paid on behalf of employees, 



Summary of Legltlatlve Change• to BIii •• Introduced 
Seo attached Statomont of Purpose of Amendment. 



use HUI No, I 02~ • Fundhl14 Sum1111tr)' 

t;m•ulh'r 
Hud1u•1 

l(cllrcmcnl und ln\'llSllllUIII 
C >llkc 

Sulurh:s and wugcs 
Upcrulilll( C)(f)CIISCS 
Equipmcut 
Collllll~l)IICY 

Tulnl nil funds 
I .css csllmnlcd Income 
<Ji.mcrul l\mLI 

Public E11111loyccs IM1 r1rnu:111 
Sy~IClll 

Snturics nnd wngcs 
011crnting c.-.:p,111scs 
Hquipmcnl 
Co111ingc11cy 

$l,(1M,O,II 
1,()21,'192 

22.600 
82,00(1 

t1,190,1:1.1 
__ _lJ'~i.LU 

$0 

18 ()() 

$2..11•1,no 
l.~07,7.lO 

12,000 
2~.000 

flUU'I' 
(.'h11niio 

llouu• 
Vn11lu11 

$1,M>.J,IMI 
1.(121.492 

2HOO 
82,0011 

v, $2,790,IJ3 
0 ----· ~0,1.1.l 

- $0 $0 

0 00 

($77,678) 
(<1., m 
(•UOOI 

18 00 

$2,2.17,072 
I ,500,998 

uoo 
25,000 

Tollll ull l\1n1ls ---~$.l,851J,<180 ($88,910} 'n,770.~70 
.l,770,570 

$0 
Luss cslhnnh:d illCOlllC 

Ooncrnl l\ind 

rrn 
11111 Totnl 

Total nil funds 
Less l.lsllnrnted income 
Ocncrnl l\111d 

.l,859,'lf(l) _______ JHH,1) I OJ 
$0 

27.00 

$(1,6'19,(1 I J 
6,M9,613 

$0 

( I 00) 26 0(1 

($88,910) $(1,%0.70J 
(88,9 J 0) (i,5 (10, 70] 

$0 -----$0 

( I 00) 

House BIii No. I025 - Retirement and hn•cstmcnt Office - llousc Action 

OJillJOI 

The House did not change the Schafer executive budget recommendation for the Retirement nnd Investment Office. Governor 
Hoeven did not propose any changes to the Schafer recommendation for this agency. 

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

House Bill No. l 025 - Public Employees Retirement System - House Action 

Salaries and wages 
Operating expenses 
Equipment 
Contingency 

Total nil funds 
Less eslitnaled income 
Genera! fund 

FTE 

Executive 
Budget 
$2,314,750 

1,501,730 
12,000 
25,000 

$3,859,480 
3,859,480 

$0 

27.00 

House 
Changes 

($77,678) 
(6,732) 
(4,500) 

($88,910} 
(88,910} 

$0 

(1.00) 

House 
Version 

$2,2] 7,072 
I ,S00,998 

7,500 
25,000 

$3,770,570 
3,770,570 

$0 

26.00 

HB102S 



• 

putment No. 192 • PubUc l~m1>loyecs Rctlrti111cnt Sysh!ln • Dct11II of llousc Chnngcs 
_____ ,.. . .., ......... ~---· ·-·· 

Hrmon• N,•w 
rn: 11nd 
fh'l1llt'1I Tul11I Uuun 

Furull11111 ('h1111wn 
S11l11ril-!s und \\'lllles ($77,678) ($77,(,78) 
Op~rullns c,xp11nsi.is (6,732) (6,732) 
l:q11i11mc111 (4.~00) (4.~00) 
Conlingcncy ----·---
Tolul nil 1'\1t1d~ ($88,IJ l 0) ($88,910) 
l.llSS llSI i11U1l1•d illCOlllO ---~-~?~l ---•- (88,1Jl0l_ 

Chmcrnl limd $0 \0 

FT!! ( 1.00) {1.00} 

1 This umo11dmc11t removes n ono FTE cmployco bc11cllts progmms spcl'ialisl position nnd related 1'1111di11g included in 1hc Schalcr and 
Ho1.wcn budget rocommcndutlons for conducting member cd11cutio11 progrnms. 

2 HBI025 



'I' ES'l'I i\1 ()1'\J Y 

OF 

SPAHB COLLINS 

ON 

IIB 1025 

Mr. Cl111imin11, mi:mhcrs of tlw con11nittcc, good morning. fvl y llitlllc is Spill'h CollinH, I 

nm E.xccuti\'<.,' Director of North Dakol,1 Public J:rnployccs Rctirc·mcnl Syfitcrn, or l'EHS, 

Before getting into our budget request I would like to highlight for you the various 

progrnms Hd111lnistcrcd by North Dnkot;1 Public Employee:, Retirement System. Our 

name is not fully reflective of our responsibilities. While PERS docs administer n 

Retirement Program, that is five Defined Benefit Plnns and two Defined Contribution 

Plans, we also ndministcr other types of employee hcncfil programs, These i11cluclc the 

Retiree HcHlth Insurnnce Credit Progrnm, the Group I lcnllh Insurance Plan, tile Grnup 

Life Insurance Plan, the FlcxComp Program, a Dcntnl Plan, a Long~Tcrm Care Progrnm 

and an Employee Assistance Program. In addition we administcl' on n "administrative: 

service only" bnsis the Job Service Retirement Plan and the 27-17 Judges Plan. 

Attachment 1 lists the programs, nnd includes the date they were nssigncd to PEIZS. 

I would also like to highlight for you some of the accomplishmc11ts of the agency during 

the past biennium: 

Page No. I 



I. \V1,.• rccciv<:d tlw Public Pension ('oonli11ati111~ Councils 1\ch11.•v1..•m1:1111\ward, which is ,, 

a prestigious rwtionul 11ward recogni.dng a hi!;h s1a11dmd or pcrfonnnm·~ for 

rctirc111e111 progra111 adrninistrnlion. 

2. We r<.:n1ivcd in cuch of tho years, this lasl bk·1111i11111, Ill!.'< \•rtllki1h: of /::H·elll·ncc in 

Fi11a11cinl R1,:porti11g from the Govcrnmc11t Fi11n11cc Ol'lk1.:rs 1\ssol'ia1io11. This is a 

national nward for c:"ccllcncc in fi1w11ci11l report int~• 

3. We implemented tho new Defined Contriblltio11 Rdi1\·rne11t l'rogram c11act~d by llw 

last lcgislutivc session. As pnrt of this offort we held fort)1-four t:nrollrncnt meetings, 

dcVl!lopcd individuul pion projections for each of the 610 eligible parlicipnnts, and 

calctllatcd the trnnsfor amount for each of those i11dividt1nls. \Ve completed 

programming changes to our mainframe system to allow us to process transl'crs of 

assets from the Defined Benefit Program lo the Defined Contribution Plan and 

process monthly contributions into the Defined Contribution Plan. We nlso selected a 

record keeper and determined the i11vcst111c11t optioni:; to be o ffcn.·d as fHll'l of tlw plan. 

4, \Ve implemented the new Portability Enha11ccmc11t Program (PLP) passed by the last 

legislative session. \Ve completed programming changes to our main frarnc system to 

allow us to process the vested employer contribution based upon participation in a 

Deferred Compensation Plan, As part of that program we held 133 meetings around 

the State of North Dakota, To date we have enrolled approximately 2.,800 additional 

new employees in the PEP program. 

5. \Ve instituted a providcr~training program for the 250 clcfon-cd comp .\gents. /\s part 

of this we held IO training sessions at various locations through out the State. 

Page No. 2 



(1. We il1\pk11wntcd th<.l bcndit improv~111\.'11ls pa:;scd by .th\.' lasl h:~isl:11w11 scssiu11 fur 

!J,L'ti1\i11w111 Plan, 

7. Wt.1 proc.:L·sscd ovlJr 750 new l'lllin.·cs in llw last two y1.·ars. 

8, Wi.: will lrnvc conducted 14 prt.'•rclircml'nt s1 . .-minarn f'or cmploy(.'vs this l>ii:1111iu1n. 

implemented that progrnm 011 ii pcrnwn<.:-nt hilsis pmsuanl lo kgislation. 

I 0. \Ve produced n comprehensive unmwl report for each y~:.-,11· or th1.· bk1111iu111. 

11. We continued the dissl!mination of n c.·0111prchcnsivc product prolilo for the 

membership regarding the rnngc of ckfcrr~d comp products. Those pro111cs show not 

only 0nch or the investment options available, but also annual administrative cxpctiscs 

and the net historicul pl'rfornrnncc for the last omi, three, five and lcn year periods. 

12, We processed over 32,000 clainrn in the Fk.,Co111p program in the last two years. 

1 J, We succossl'u\ly responded to the Y2K chalknge nnd all ad111i11is1rntiv~ systems 

pcrforn1l.'cl as cxpcclcd. 

14. \Ve sent annual stntcmcnls to all PERS members and n11mial slutcmcnts lo our 

retirees in each year r,f the biennium. 

15. \Ve conducted over 1200 individual counseling scccr.sions in the last two years. 

16. \Ve responded to over I 00,000 cnlls in the lasl two years. 

17. \Ve developed our Information Technology plan in compliance with the direction of' 

the last legislature. 
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18. \Ve romplctccl an actuary experience study, as rcquin:d by s1at11tc, for tile r,1:Rs, 

11 PRS. and Retiree II cal th Credit Progrnm . .. 
I 9, Wv compkt\·d an ilSS\..'1/liability study for l'ERS and th1.· I li~!l1\\'il)' fl,11rnl l{vtin:1111.:nt 

Pinn. 

The ubovc highlights some ofthc information and activitks of l'l:l{S during th<.· lust two 

y1..•ms. Whilu the agl.'11cy is concerned with providing the.· above ,1,1..'l'\'iccs to tl1c 111c111bcrs, 

we w1..·rc 11lso cug11iza11t that the overall level of Sl'l'Vicc 111 .. ·cds lo he provided in :1 millllll'I' 

th11t i,-, satlsfoctory to om mcmb<.:rship. To this end, in a bic11niul :-;urvcy we ilsk tlwt our 

11H:mhcrship rate the level of sutisfoction they have with the Sl.!l'Viccs provided by our 

ngc11c:y. In our 1995 surveys the: level of satisfaction was eighty-three percent (8J%). In 

the I l)l)7 survey tlw level of satisfoclion was ni1wty-thrcc percent (<J3%). In the 1999 

survc:,• •1w k\'cl of' satisfoction wus i:ighty-cight percent (88 1¾,). 

\Ve have only been able to uccomplish the above.• nnd mnintain member satisfaction 

bccaus<: (Jf your support and help. The hoard wanlcd me to c.xtcnd to you their thanks 

anci appreciation, With this background, let me highlight the proposed budget before you 

today. 

As discussed above, the scope of service~ within the agency has expanded during the last 

several years, 1-Iowcvcr, not only has the scope of services expanded, hut also the 

membership in the programs. Therefore, a good measure of the overall cost of our 

services is determined by the average cost per member for all rw.,gri1111s. \Ve determine 

this by taking the total membership in each program totaling it and dividing it into the 



admi11istrn1ivc budgcl. hir example w~· would add the 111e111h1:rship in tilt· hl~illtll pl;111, 

llllal 111HI divide ii into 0111' admi11istrn1ivc b11dgcl. This gi\'vs us illl indivHli()II of lww om 

overall 11d111i11islrnlivc <:osls have i11cn:ascd or dccrcasc:d in n.:littionsliip to th\.· 11u111IH:r oJ' 

pl'Ogrnms we administer and lhc number of i11divid1111ls who arl' c:111·olkd i11 1:ad1 oJ' 1lw 

progn1111s, Th,•. l'ollowi11g infurmatio11 is our ovcrnll rosts for IIH.: last sc:vcrnl ycms: 

Avcl'llgl' cost per me 111hl1 f' for nil p1·ogr11 ms 

1986 

1987 

1988 

1989 

1990 

1 ')91 

1992 

1993 

1994 

1995 

'1996 

(997 

1998 

1999 

2000 
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Cost Per 1\-hmtbc1·. Pt'I' Progl'nlll 

SI 8.12 

SlJ,45 

$14.27 

Sl 6.:n 

Sl6,86 

S 16.36 

SIS.RS 

St 5.5..t 

S 16.17 

S 13.90 

S 14,3 I 

St 7.99 



• I 

2001* 

2002* 

200J* 

Spcdlicnlly, concerning the hudgd h1:fon .. · you tud.iy, till: ~Xcl·.utivc l'l.!co1111m·1Hh11io11 

several components, Tine~ 1111d a hal r JHirc:c11I (3.5%) is i1S)a11;iat-:d with the goVl..'l'IHHS 

proposed comp1.msalion puckilgc l'or 200 l ~2003. One lrnl r ol' 011c 1wrcc11t {.~%) is l'or us to 

rctuin a student internal audit intern to assist our int<:rnnl auditor. Approxinwtcly nvc mid 

a half percent (5.5'½,) is funding for us to implc11w11t our infornrntinn lccl111nlogy strntegic 

plan. Slighlly less tlrnn a half of a percent of the increase i~ l'undi11g for co11ti11uatio11 of 

our newsletter, which provick:s inf0J'mation to our n:tircc:s and nctivc employees 

conccmi11g the various opportunities they have under the programs offered by PERS. 

Two :ind a ha! f percent (2.5%) is for a new bendits specialist position lo prod de 

member cducatlon. Lust ly1 one percent (I%) is for us to continue our rcplilccmL'lll 

schedule for our IT equipment as spcci ficd in our IT strategic plan. 

Another way of viewing our proposed bwlgct is in tcr111s of the ,·w·ious line items. 

Snlarks mad wngcs: Sixty percent (601%) of the lctal budget is for s.ilnrics. ;\lso 

as noted above approx imatcl~1 one quarter of the proposed 

increase in our budget is tissociatcd with the prnpuscd 

salary incrcnsc package for the upcorning biennium. 
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Opl1rntlnu (!Xf)l1n:·('s: Thirty-nine p1:1t1.m1 t.'\<J%) of our budget is for opcrnti11~•. 

o.xp1.-·nsvs. or 1111.' total opL'l'illing 1,,',\Jh:I\S\.'S, ;il111ost lt1r1)'·Sl \ 

JH.·n.:i.:111 (·1'>%) is p.iss 1Lrnu!!h rosts to support our d.it.i 

11w11agc11w111 nnd t~k·<.·omm1111icn!iu11 sysk·rn for our \':1ri1H1s 

programs as well as the c1.~11tl'ill si..:rvici.: cost allucation Wl' 

IHIY to the st a IL' of North DakoliL Fi J'tc:cn p1,:1l·cnl ( I sc:.;)) is 

assoi:iatcd wilh nur rental cost. These 2 ih:1m; comhim: to 

bu almost sixty•OllL' pcr<.'Gllt (<,I%) or our op1:rnting 

expenses. 1\11otltcr twl!nty .. two percent (22 1!1i>) or om 

operating expenses is associated with direct mc111b1:r 

services. Thcsu 3 areas combined to be over ci•!,hty-thrcc 

percent (SYX,) pf our budget. The remaining seventeen 

pcrccnt ( I 'Jl¾i) of operating cnsts support gc11crnl of'ficc 

EqulpnH'nt: 

Contingency: 

ncl minis t ratio 11. 

Approximately one-third of one pcrcc:11t or our total budget 

is for equipment. This request is in accordance with our IT 

plan and our long-term strategic plan for equipment 

upgrades. 

Is slightly more then 011c half'of one percent of our budget. 

This line item is included in case of unexpected expenses 

during the biennium. This provides the opportunity ror 

those unexpected expenses to be rundcd \\'ilh out lrn,·ing tn 

utilize general funds. 
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1\11ntlwr way lo look al 011r b11dgl'1 is hy tlw 11111jnr pwgram an:as: 

Progrnm Arl.!n Budgc.:t 0/i,ol' Eudgcl No. of l·TE 

Hdiro1111.•nt $2, I 8(i,(1() 5 ~7% I •L8"/ 

Group I 11su1w1ci.: $1 ,J-41,2<>2 35 1\i) 1), C) ~ 

Flc.,C'omp $331,523 x.s1
~;1 2.18 

Lust, I would like to discuss the initiutivcs co111ait1ccl in thi: c:,;1.:cuti\'1..' ri:commc-11datio11 in 

more dclui I. 

The first initiative is the continued funding or our intcnwl audit int~rnship position. This 

is n tcn1pornry position !hat we presently have in PERS, that we me 111rnhlc to mi.linlain it 

in our base hudgcl request. Th<.:rcforc, we 1\:qucstcd mlditio11al funding to continue thi:, 

position. The need for this temporary position romcs about as a result of mlditional 

responsibilities the agency has taken on for mlministcring new programs, the increasing 

complexity of existing programs and additio1inl fiducimy responsibilities. ,\dditional 

resources in ot11· internal audit division allows our full time internal auditor to expand 

audit services into ureas such ns: risk assessment, \ncrcusc testing using computer 

soltwnrc, special projects and clcvcloping auc\il progrnms for the new Defined 

Contribution Pinn and the new hybrid retirc111ent plu11 which includes the new PEP 

program. 
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The second lnitiali vc relates to llw ilgCll('Y Information Tcd111oln!!Y ( IT) l'lan ;111d 

irn:l11dcs pruj1:cts to allow irn.·rnhcrs Hild vmplnyL'J'H lo 111..-cvss i11l'orniatiu11 a11d r~rt,1111 

bcnL'fil forms cl1lwr by using 1111 lntcrncli\'\.' Voice Rl'S)lP/lSc system or IIH .. ' lnl1:rnvt. 

1Jcvclop1nc111 of lhcsl' applicalio1rn will provid1.• li>r JIIDI'\.' cfJkiL'l11 arcL.·ss and 1h:li\lT)' pf 

our svrvh:v 1111d also cnlrnncc custonH.:r scrvin: by mldi11g 11l11:nw1in.' 1111.:tl)l)ds l'nr nm 

c11stomcrs to llL'ccss iuformatlon and comp!t.:tc forms. This will ctl.'iD c:,;paml our s1:rvil'v 

lo 24 ho11r1, 11 day, 7 dnys o \\'<.'(..'K 1111d will n:du,:v p:ipcr work. Tltcsc 1
\• husi111.,.~s" 

solutions anJ critical urctts for PERS to co11ti1H1L' to dl'vdop 1111<1 i111pk111<.'lll, in order to 

i11i-mc tlrnt our delivery or scrvici:s can be as cflicic:nt ns possible. 

The third i11itintivc relates to the agency newsletters. Pl!RS distributes c, 1wwsli.:ttcrs p<:r 

bie1111iu111
1 
3 each year. Our busc budget inclwkd funding for only 5 m:wslcttcrs ii 

biennium. The approved requested cnha11c.:e111c11t allows us lo co11tinuc with (i 11cwslc:ttcrs 

a biennium. Reduction ln the number of' newsletters lowers tlw level of customer service 

cmrcntly provided. This adjustment helps us to rnaintnin the: current level of service. 

The fourth inilintivc relates to the rcplaccri1cnt of computer hurdwarc \Vithin the ·igcncy. 

PERS has adopted a 3-ycar rcplaccnwnt cycle for computer equipment to keep up with 

new technology. The bnsc budget request does not include funding to replace ull thc 

computer equipment. The base budgc:l docs contain funding for l<>11r computers lo be 

rcplncccl this biennium and the remaining 23 PC will be upgraded with memory to cnabk· 

them to run windows 2000. The optional adjustment includes runding fl) replace all the 



agency's personal computers. This wi II reduce the risk or having lwrdwarc that has 

lin1itcd ru11ctions and is inadequate to run new soflwurc rclcnscs. 

The firth i".titiativc is for a new bcnelit specialist. The purpose of'this spcL·inlist is tu 

assist in the development of a member education program concl!rning invcsti 11g .iml 

rctirclllctH planning. In 1997, n survey nl'our mcmbcrs showed that sixty per<.:L'lll ((,01!-11) 

of the respondents fell they had some knowledge of the risk associated ,villi the v,1rious 

investment classes. This means that forty percent (40%) of our members have lilllc or 110 

knowledge or investment risk. This is a concern, since the new De lined Contribution 

Prngrnm passed by the last lcgislatu1·c and the Port.ibi lity Enhancement Progrnm ( PEP) 

have called upon the members to become more involved in invcs(me11t and linancinl 

planning. Unfortunately we have not given them the tools in which to be ~ucccssl'ul. The 

addition or a new benefit specialist working together with the PERS Co111panion Plan 

provider, which is V ALIC and Fidelity ot11· DC provider wi II enable us to c:oordi11,itc a 

progrnm of investment seminars. Our goal will he lo provide seminars to nur t1h:111hcrs 

every two ~ three years. This would help give them the tools necessary to engage in suund 

ftnnncial planning. \Vilh out these tools the members nre likely to be unsuccessful .ind 

clissatislicd with the programs. 

Several items were not funded in the executive budget and these include: 

I. Converting n tcmpornry employee to pt•rnw11e11t. 

2. lt1ercasi11g the i11tcnrnl audit po:;ltlon intern to full 1i111c to ns.sist in 111ti11itllrin1~ ,, 

our co11trncts. 
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). Increasing our halftime IT position to full time. 

Also we me continuing to monitor new federal requirements ari:-dng pursuant to the 

I lcalth Insurance Portability and Accountability Act (HIP/\;\). While we k11ow they w!II 

haven sig11ilicant effect on the Health Plan, at this point it appears this effect will be 

pri111arily on our carrier, Blue Cross Blue Shield. However, we arc continuing to re\'iew 

these new regulations to dctcnnine if they would have any effect on the PERS 

administrative huclgcl. At this point we have not determined any cffcd and therefore, we 

have not requested any compliance funding as part of'thc budget before you today. 

As indicated in the executive rccommcnc.lation, the fu11di11g source for our proposed 

budget is special fu11ds. This means the administrative cost arc paid directly from the 

various progrnms the agency administers, such ns the rclircrncnl fund, hcnlth fund nnd the 

PICA lnx savingf, generated though the FlcxC0111p program. 

Mr. Chairnwn, members of the L:ommittcc, I thnnk you for allowing us this opportunity lo 

pt'escnt om proposed budget. 

This co11cludcs my testimony. 
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TESTli\'IONY 

OF 

SPARB COLLINS 

ON 

ENGROSSED HB 1025 

Mr. Chalnnan, members of the committee, good morning. My name is Sparb Collins. I 

am Executive Director of the North Dakota Public Employees Retirement System, or 

PERS. 

Before getting into our budget request I would like to highlight for you the various 

programs administered by North Dakota Public Employees Retirement System. Our 

nnme is not fully reflective of our responsibilities. While PERS does nt.lministcr n 

Retirement Program, that is five Defined Benefit Plans and two Defined Contribution 

Plans, we also administer other types of employee benefit programs. These include the 

Retiree Health Insurance Credit Program, the Group Health Insurance Plan, the Group 

Life Insurance Plan, the FlexComp Program, a Dental Plan, a LongMTcrm Care Program 

and an Employee Assistance Program. In addition we administer on a uadministrative 

service onlf' basis the Job Service Retirement Plan and the 27~ 17 Judges Plan. 

Attachment t lists the programs, and includes the date they were assigned to PERS. 

I would also like to highlight for you some of the accomplishments of the agency during 

the pust biennium: 
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1. We received the Public Pension Coordinating Councils Achievement Award, which is 

a prestigious national award recognizing a high standard of pcrfonnancc for 

retirement program administration, 

2. \Ve received in each of the years, this last biennium, the Cenilicate of Excellence in 

Financial Reporting from the Government Finance Officers Association. This is a 

national award for excellence in financial reporting. 

3. Wi,; implemented the new Defined Contribution Retirement Program enacted by the 

last legislative session. As part of this effort we held forty-four enrollment meetings, 

developed individual plan projections for each of the 630 eligible partitipants, and 

calculated the trunsfcr amount for each of those individuals, We completed 

programming changes to our mainframe system to allow us to process transfers of 

assets from the Defined Benefit Program to the Defined Contribution Plan and 

process monthly contributions into the Defined Contribution Plan. We also sclcctcc.l a 

record keeper and determined the investment options to be offered us part of the plan. 

4, \Ve implemented the new Portability Enhancement Program (PEP) passed by the last 

legislative session, \Ve completed programming changes to our mainframe system to 

allow us to process the vested employer contribution based upon participation in n 

Deferred Compensation Plan. As part of that program we held 133 meetings around 

the State of North Dnkota. To date we have enrolled approximately 2,800 additional 

new employees in the PEP program. 

S. \Ve instituted n provider-training program for the 250 deferred comp agc111s, 1\s part 

of this we held IO training sessions at vurious locations through out the State. 
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6. \Ve implemented the benefit improvements passed by the last legislation session for 

the main PERS Retirement Plan, the Judges Retirement Plan and the Highway Patrol 

Retirement Plan, 

7, \Ve processed over 750 new retirees in the Inst two years. 

8, \Ve will have conducted 14 pre-retirement seminars for employees this biennium. 

9. \Ve successfully re-bid the Employee Assistance Program for state employees and 

implemented that program on u permanent basis pursuant to legislation, 

10. We produced a comprehensive annual report for each year of the biennium. 

11. \Ve continued the dissemination of a comprehensive product profile for the 

membership rcgnr<ling the range of deferred comp products, Those profiles show not 

only each of the investment options available, but also annual administrative expenses 

and the net historical performance for the last one, three, five and ten year periods, 

12. \Ve processed over 32,000 claims in the FlexComp program in the last two years. 

13. \Ve successfully responded to the Y2K challenge and all administrative systems 

performed us expected. 

14. \Ve sent annual statements to all PERS members and annual statements to our 

retirees in each year of the biennium. 

15. \Ve conducted over 1200 individual counseling secessions in the Inst two years. 

16. We responded to over I 00,000 culls in the last two years. 

I 7. \Ve developed our Information Technology plan in compliance with the dircctio11 of 

the lost legislature. 



18. We completed an actuary experience study, as required by statute! for the PERS, 

HPRS, and Retiree Health Credit Program. 

19. \Ve completed an asset/liability study for PERS and the Highway Patrol Retirement 

Plan. 

The above highlights some of the activities of PERS during the last two years. While the 

agency is concerned with providing the above services to the members, we were also 

cognizant that the overall level of service needs to be provided in a manner that is 

satisfactory to our membership. To this end, in a biennial survey we ask that our 

membership rate the level of satisfaction they have with the services provided by our 

agency. In our 1995 surveys the level of satisfaction was cighty~three percent (83%). In 

the 1997 survey the level of satisfaction was ninety-three percent (93%). In the 1999 

survey the level of satisfaction was eighty-eight percent (88%). 

\Ve have only been able to nccomplish the above and maintain member satisfaction 

because of your support and help. The board wanted me to extend to you their thanks 

and npprecintion. With this buckground, let me highlight the proposed budget before you 

today. 

As discussed above, the scope of services within the agency has expanded during the last 

several years. However, not only has the scope of services expanded, but Hlso the 

membership in the programs. Therefore, n good measurn of the overall cost of our 

services is detennincd by the nveruge cost per member for nil programs. We <lctcm1it1c 

this by tuking the total membership in euch progrnm totaling it and dividing it into the 
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administrative budget. For example we would add the membership in the health plan, 

retirement plan, deferred comp and other programs together. \Ve would then take that 

total and divide it into our administrative budget. This gives us an indication of how our 

overall administrative costs have increased or decreased in relationship to the nun1bcr of 

programs we administer and the number of individuals who are enrolled in each of the 

programs. The following infomrntion is our overall costs for the last several years: 

• .. Estimated 

Average cost per member for all programs 

;,i'f"'""" -•~ry,1 .. --;- "J 1:-tar~.rin'tleo ..... , ... , ____ J\~•-- t ._,,.._.I _, f'> 

1986 

1987 

1988 

1989 

1990 

1991 

1992 

1993 

1994 

1995 

1996 

1997 

1998 

1999 

2000 

2001 * 

2002* 

2003* 

c~ii :_,~i .. M e.ni~~~rir ~rogra.~• 
$13.39 

$14.93 

$18.12 

$.5.94 

$13.45 

$14.27 

$16.37 

$16.86 

$16.36 

$15.88 

$15,54 

$16.17 

$13.90 

$14,31 

$17,99 

$15.55 

$18,56 

$18.22 



',' ., .. 

Specifically, concerning the budget before you today, the executive recommendation 

proposed an increase of approximately 13.5%. This increase can be broken down into 

several components. Three and a half percent (3.5%) is associated \Vith the govcmors 

proposed compensation package for 2001-2003. One half of one percent (,5 1!1,,) is for us to 

retain a student internal audit intem to assist our internal auditor. Approxinw1.cly five and 

a half percent (S,S¾) is funding for us lo implement our information technology strategic 

plan. Slightly less than a half of' a percent of the increase is funding for continuation of 

our newsletter, which provides information to our retirees and active employees 

concerning the various opportunities they have under the programs offered by PERS. 

Two and a half percent (2.5%) is for a new benefits specialist position to providi; 

member education that was not funded by the House. Lastly, one percent (I%) is for us 

to continue our replacement schedule for our IT equipment as spcci tied in our IT strategic 

plan. 

Another way of viewing our proposed budget is in terms of the various line items. 

Salaries and wnges: Sixty percent (60%) of the total budget is for salaries. Also 

as noted above approximately one quarter of the proposed 

increase in our budget is associated with the proposed 

salury increase pncknge for the upcoming bicnniu111. 

Operntlng expenses: Thirty-nine percent (39%) of our budget is for opcrntin~ 

expenses, Of the total operating expenses, almost l'orty-si~ 

percent ( 46%) is pass through costs to support our data 

munugcmcnt nnd telecommunication system for om various 
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Equipment: 

Contingency: 

programs as well as the central service cost allocntion we 

pay to the state of North Dukota. Fi ftccn percent ( 15%,, is 

associated with our rental cost. These 2 items combine to 

be almost sixty-one percent (61 %) of our operating 

expenses. Another twcnty•two percent (22%) of our 

opcmting expenses is associated with direct member 

services. These 3 areas combinc,d to be over eighty-three 

percent (83%) of our budget. The remaining seventeen 

percent ( 17%) of operating costs support general office 

administration. 

Approximately one-third of one percent of our total budget 

is fort- ~,.iipment. This request is in accordance with our IT 

plan and our long-term strategic plan for equipment 

upgrades. 

Is slightly more then one half of one percent of our budget. 

This line item is included in case of unexpected expenses 

during the biennium. This provides the opportunity for 

those unexpected expenses to be funded with out having to 

utili·le general funds. 
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Another way to look at our budget is by the mnjor program areas: 

Retirement 

Group Jnsurance 

FlexComp 

.$2, I 86,695 

$ J ,341,262 

$331,523 

57% 

8.5% 

14.87 

9.95 

2.18 

Last, l would like to discuss !he initiatives contained in the executive recommendation in 

more detai I. 

The first initiative is the continued funding of our internal audit internship position. This 

is a temporary position that we presently have in PERS, that we arc unable to maintain it 

in our base budget request. Therefore, we requested additional funding to continue this 

internship position. 'fhis additional resource in our internal audit division ullows our full 

time internul auditor to perfonn audit services in ureas such us: risk assessment, special 

projects nnd developing audit programs for the new Defined Contribution Pinn nnd tile 

new hybrid retirement plan which includes the new PEP progrnm, This adjustment is to 

mnintnin our existing level of effort. 

The second initiative relates to the agency Information Technology (IT) Plan and 

includes projects to allow members and employers to nccess informntion and certain 

benefit forms either by using nn Interactive Voice Response systcn, or the Internet. 

Development or these upplicntions will provide for more efficient accoss and dclivc1·y or 
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our service and also enhance customer service by adding altcmativc methods for our 

customers to access information and complete forms. This will also c.xpand our service 

to 24 hours a day, 7 days a week and will reduce paper work. These "c business" 

solutions are critical areas for PERS to continue to develop and implcrncnt, in order to 

insure that our delivery of services can be as efficient as possible. 

The third initiative relates to the agency newsletters. PERS distributes 6 ne\vslcttcr~ per 

biennium, 3 each year. Our base budget included fonding for only 5 newsletters a 

bimrnium. The approved requested enhancement allows us to continue with 6 newsletters 

a biennium, Reduction in the number of newsletters lowers the level of cu,c;:tomcr service 

currently provided. This adjustment helps us to maintain the currcrH level of service. 

The fourth initiative relates to the replacement. of computer hardware within the agency. 

PERS has adopted a 3Myear replacement cycle for computer equipment to keep up with 

new technology. The busc budget request docs not include funding to replace ull the 

computer equipment. The busc budget does contain funding for four compllll'rs to be 

replaced thi~ biennium and the remaining 23 PC will be upgraded with memory to enable 

them to run windows 2000. The optional adjustment includes funding to replace nil the 

agency's personal computers. This will reduce the risk of having hardware that has 

limited functions nnd is inn<lequnte to run new softwnr~ rclcnses. 

The ti fth initiative is for n new benefit specialist. While this wns included in the 

executive 1·ccommcndntions of Governor Schafer and Oovcmor Hocvcn the House in 
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their review of our budget did not approve it. Spccilically the House removed I FTE and 

$88191 U. PERS is requesting your consideration of restoring this funding Hnd tile FTE. 

Attached is a proposed amendment. The purpose of this position is to assist in the 

development of a member education program concerning investing and rctirc111c11t 

planning, In 1997, a survey of our members showed that sixty percent (60~,1,) of the 

respondents felt they had some knowledge of the risk associated with the various 

investment classes. This means that forty percent (40%) of our members have little or no 

knowledge of investment risk. This is a concern, since the new Defined Contribution 

Program and the Portability Enhancement Program (PEP) which were passed by the last 

legislature have called upon our members to become more involved in investing, 

financial planning and providing for their own retirement. Unfortunately we have not 

given them the tools to be successful. The addition of this position working together with 

the PERS Companion Plan provider, which is V ALIC and Fidelity our DC provider will 

e11uble us to coordinate a program of investment/retirement seminars. With this position 

we believe that we could do approximut"!Y 400 seminars per year to groups of about 20 

people, At this level of effort we could rcuch all our members every third year. \Vithout 

this funding we estimate we could do approximately 30 seminars per yenr, At this level 

of effort we would rench about 600 people per year nnd our entire group every 25 ycurs. 

This program is importnnt since it would help give our members the tools r1cccssary to 

engnge in sound flnnnclnl/retirement plnnning, With out these tools the mcmbcn, arc 

likely to be unsuccessful tll1d less prepared for retirement. Therefor we would appreciate 

your consideration of restoring this initiutivc. 
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Several items were not funded in the executive budget and these include: 

1, Converting a temporary employee to permanent. 

2. Increasing the internal audit position intern to full time to assist in monitoring 

our contracts, 

3, Increasing our halftime IT position to full time. 

Also we are contin;dng to monitor new federal requirements arising pursuant to the 

Health Insurance Portability and Accountnhilhy Act (H IPAA). While we know they will 

haven significant effect on the Health Plant at this point it appears this effect will be 

primarily on our carrier, Blue Cross Blue Shiclc.1. l-lowcvcr, we nrc continuing to review 

these new regulations to determine if they would have any effect on the PERS 

administrative budget. At this point we hnve not determined any effect and therefore, we 

have not requested any compliance funding ns part of the budget before you today. 

As indicated in the executive recommendation, the funding source for our proposed 

budget is special funds. This means the administrative cost urc paid directly from the 

vurious programs the agency ndmi11istcrst such as the retirement fund, health fund ,md the 

FICA tnx savings generated though the FlcxComp program. 

Mr. Chnirmnn, members of the committee, I thunk you for allowing us this opportunity to 

present our proposed budget. 

This co11cludcs my testimony. 
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PROPOSED AMENDMENT TO ENGROSSED HOUSE BILL 1025 

Page I, line 18, replace "2,237 1072" with "2,314,750" 

Page 1, line 19, replace "l,500,998" with "1,507,730" 

Page I, line 20, replace "7,500" with "12,000" 

Puge l, line 22, replace "3,7701570" with "3,859,480" 

Page I, line 23, replace "6,5601703 11 with 1161649,613" 

Renumber accordingly 



Months In plac.o One-time costs Ongoing co&ts Total 

Internet proJect,; 
Employoe Authontir:allon 20 1,113 1,340 8,513 

Flo)({;omp onrollmonl 20 G,f.,6I 1'1,900 21,52\ 

FloxCornp Inquiry 12 3,110 ll,316 \ 1,4P.G 

Doforrod Comp onrollmont f.l 18, \25 S.160 23,286 

Doforrod Comp Inquiry G :1. 170 4, 1&0 1,:)28 

Payroll dork !unctions 0 5,115 3,480 8,001 

Addl1ional payroll clork luncllons 6 10,230 4,614 f,l,!J04 

Rollromont account lnqulryll>on r:alc 10 10,786 8,050 18,8:15 

Rotlromont rotund 10 :i,lf/ t 4,310 (1,()81 

70,001 G4,454 \24,'l[i!i 

IVR proiectsi 
FloxComp onrollmant 20 11,400 3,800 21,200 

FloxComp Inquiry 12 11;,200 2,2110 17,480 

EAP IH !),400 IJ10 11, \ \0 

Hollromonl account Inquiry/lion catc 10 14,400 1,000 16,300 

5(i,400 D,fiUO 06,000 

126,40! (l,I, 1,1,1 100,545 

CC1000 CC2000 CC3000 CC4000 Total 

Employoo aulhonlico!lon 8,51:l 2,1:W 2,128 2,128 2,128 8,51'.J 

FlaxComp onrollmonl 42,'/21 42,121 '12,721 

FloxComp lr1qulry 28,960 28,0GO 2H,DfW 

RoUrornonl nccounl inqulry/hor1 calc :l5,l:J6 :ff,, 1:m :iri,1:m 

Doforrod Comp onrollmonl 23,2ll5 23,285 2 :l)fl5 

Dolorrod Comp Inquiry 7,328 '.',328 7,:1;,g 

Payroli dork functions 8,001 2,151 2,150 2,150 2,150 H,601 

Additional payroll clerk funcllons 14,U04 "/ 452 1,<152 l•UIOtl 

Rotlremar1I refund U,081 O,Ull1 IJ,\.llll 

EAP 11,110 11, I IO 11,110 

1U0,545 5fi,8ilU :12,MO 3,t,llU1 '15,065 1 !JO.fi,l!j 


