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2001 HOUSE STANDING COMMITTEE MINUTES 

BILL/RESOLUTION NO. HB 1102 A 

Hous~ Government and Veterans Affairs Committee 

□ Conference Committee 

Hearing Date 2/ 1 /0 I 

Ta c Number Side A Side B Meter II --------------
2 X 1901-END 

X 0-734 

Committee Clerk Si 1naturc 

Minutes: 

REP, M. KLEIN called the hearing to order with all members present. 

In favor: 

FA: Y KOPP, DEPUTY EXECUTIVE DIRECTOR, ND RETIREMENT AND 

INVESTMENT OFFICE, TEACHER'S FUND FOR RETIREMENT 

Please see attached testimony. 

REP, M, KLEIN asks how mnny teachers are retired right now? KOPP replies that there is 

approximately 4,800, REP. M, KLEIN asks what is the average retiree pay'? KOPP replies that 

it is $997,00 per month, REP, M, KLEI.rs asks what is the range from high to low'? .l".ill.~ 

repHes that it is about $100.00 to $3000,00 per month. REP. M, .KLEIN asks ubout u substn11tial 

raise. KOPf replies that it is similar to last session, 

REP. GRANDE states that she is concerned about ongoing increases on these. GRANDE also 

reads from the minutes in a previous nieet111g with ,80Pf, KOPP is quoted ln the meeting ns 
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saying something different to what she is saying now. REP. GRANDE talks about what the 

fund is sitting at now, its a step by step thing. Looking at this very conservatively. Talking about 

pre funded health. KOPP comments that all would do the same thing, providing for benefit 

increases, HEP. GRANDE talks about the 2% dropping to a I%, the vulnerability. KO Pr states 

that other calculations could be made. 

REP. KROEBER states that the .75 is not tied to the COLA. KOPP agrc~s. REP. KROEBER 

asks if this has been reviewed with the committee'? KOPP then refers to STEVE COCHRANE. 

STEVE COCHRANE, CFA, EXECUTIVE DIRECTOR, ND RETIREMENT AND 

INVESTMfi:NT OFFICE, TFFR 

COCHRANE states to the committee 8% actuarilly assumed rate of return. 

REP, M, KLEIN asks what was it last year'? COCIIHANI~ replies that it was an actuarial gai11 

of over 13%, 

REP, GRANDE asks about the $97 million over funded, the funding ratio ut its current level, 

und at I 01 %1 so we urc just barely overfundcd with the $97 million'? COCIIRANE replies that 

they urc confusing two different issues. One is how do we dctcm1inc the level of unfunded 

liability, 

REP, M. KLEIN usks if they arc comfortable with u .39 margin? COCHRAN~ replies that he 

is. 

REP, MEIER asks about a flex rate consideration. COCHRANE replies that there arc several 

different levels, 

RE£, BELLEW asks if there were any other ways that were looked at to fund this portion of the 

bill? COCHRANE replies that they did not look at increasing the employers contribution rates, 
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They strictly looked at the margin, because actuarially that is the source that is traditionally used 

that is used for benefit plans. 

REP. M. KLEIN asks for the benefit for the new freshmen please gives us those percentages, 

contribution rates. COCHRANE statc8 that they arc 7, 75% for the employees as well as the 

employers. 

In favor: 

JOE WESTHY, NDEA 

_w .. :STBY states that they support the recommendations from the interim committee, their 

concerns urc satbficd. Likes lhat it protects the annuity. NDEJ\ stands in support of this bill. 

In favor: 

TOM TUPA, NDRTA 

Pleuse sec attached testimony, 

REP. M. K.LEI~ asks if there was ever u time that they were not approved basically in the 

essence thut you brought them to us, <lid you ever have a problem getting them approved'? TlJ PA 

replies thrt he can not remember n time when those proposals were adjusted. 

REP. KLEMIIS asks about the hcnlth cure plan. How would that apply to a retired teacher that 

didn't need health cure? TUPA replies that at sometime the program could become mnturc, 

In favor: 

1-tARRY KLUNDT, EXECUTIYE DIRECTOR Q.E .THE ND COUNCIL OF 

EDUCATIONAL LEADERS, NQCEL 

Please see attached testimony. 

In fo vor: 
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BAH HA RA EVANSON, TFFR HOARD TRLJSTEE, REPRESENTING ACTIVE 

TEACHERS 

Please sec attached testimony. 

REP. M. KLEIN asks TFFR to give the committee another report on the adhoc and the two 

dollar pre funded arrangement so they can go over it. 

In favor: 

HOWAHD SNORTLAND, CHAIRMAN OF TIIE RETIRED TEACHERS Af~;oc. 

SNORTLAND talks about a formula for the retired teachers. Talks to the committee about when 

he was in Fargo and what they came up with, 

There WHS no opposition. 

The committee had no action on this bill at this timc 1 it will be taken up at a later date. 



2001 HOUSE STANDING COMMITTEE MINUTES 

BILL/RESOLUTION NO. HB 1102 B 

House Government and Veterans Affairs Committ<.!c 

□ Conference Committee 

Heuring Date 2/16/0 I 

c.•·1 A S'd 13 M ti ··'" e I c ctcr 
I X 558-4810 1---~---------------+-----------------------
2 X 0~318 

Minutes: 

REP. M, Kl El~ called the committee to order, with all members present. 

COMMITTEE WORK: 

REP, GRANDE and REP, KROEBER submit their versions of amendments to the hill. 

General discussion. REP, DEVLI~ asks REP, KROEBER ubout the benefit committee and their 

rccommcndutions. Would this amendment be going Eigainst what the committee has approved. 

REP, KROEBER rerlies thnt is correct, REP, KROEBER then reviews his amendment with the 

committee, REP, GRANDE then further reviews her· amcndments . ..,Rpi, KROEBER then talks 

about the proposal and the .38 margin. REP, GRANQJJ talks about the multiplier, and 

REP, METCALE states that their is a teacher shortage in this state, and there may be another 

message here. The benefit committee consists of SENS. KlLZER, lJRLACHE8., 

KREBSBACH and C, NELSON. Also REPS. KEMPINICH. AARSVOLD. KROEDEB, 
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GRAND{3. and FROSETH. REP. KROEBER states to the committee that he wants a minority 

report done.REP, DEVLIN motions to accept the majority amendments, seconded by 

REP, BELLEW. 'I he roll call vote was taken with 11 YES, 4 NO and 0 ABSENT ANIJ NOT 

VOTING. The motion carries, REP, DEVLIN then motions for H DO PASS AS AMENDED, 

seconded by REP, GRANDE. The roll call vote was taken with 11 YES, 4 NO and 0 ABSENT 

AND NOT VOTING. The motion carries, The CARRIER of the bill is REP. GRAND~. Later on 

that morning, the committee was brought back to order. The chairman needs the minority report 

motioned in order to have one done, REP, KROEBER then motions to prepare a minority report, 

with the minority amendment, seconded by REP. CLEARY. The roll call vote was taken with 4 

YES, 10 NO und I ADSENT AND NOT VOTING (REP. l3RUSEGAARD). The motion exists. 

The committee clerk then will prepare a majonty report and a minority report. The committee 

was then dismissed, 

HB 1102: Majority Report Do Pass As Amended 1 t-4 

CARRIER: REP. GRANDE 

HB 1102: Minority Report Do Pass As Amended 4M 10 

CARRIER: REP. KROEBER 



2001 HOUSE STANDING COMMlTTEE MINUTES 

BILL/RESOLUTION NO. I-IB 1102 C 

House Government and Veterans Affairs Committee 

□ Conference Committee 

Hearing Date 2/21 /0 I 

------- -~--~---------- ---·---- ···-·--·--~·-·-·· ··-···---·---···· --
Ta c Number Side A 

Committee Clerk Si 111aturc 

Minutes: 

REP, M. KLEIN culled the committee to order with all of the members present. 

ACTION: 

REP, DEVLIN motiollcd to reconsider the bill, seconded by REP. CLARK. A voice v1.Hc w11s 

taken with the majority passing it. 

Ocnernl discussion. 

BEP, DEVLIN motions to ncccpt the nmcndmc11ts1 seconded by REJ~. CLARK, A voice vote was 

taken with the majority passing them. REP. DEVLIN then motions for a DO PASS AS 

AMENDED, seconded by REP, CLARK. The roll cull vote was taket1 wlth 15 YES 1 ONO and 

0 ABSENT AND NOT VOTING, The motion curries, The CARRIER of the bill is 

REP. GRANDE. REP, KROEBER then reconsiders the minority report if it needs to be. 

HB 1102: DO PASS AS AMENDED 15-0 

CARRIER: REP, GRANDE 



FISCAL NOTE 
ReQuested by Legislative Council 

12/14/2000 

Bill/Resolution No.: HB 1102 

Amendment to: 

1A State fiscal effect: ldvntify tho stuto fiscl!I offoc:t und tlw fiscnl of/vet on ayuncy n/J/Hopriations r:r>fll/J/lfl!il 

to lundin!) lovols nnd t1pproprit1tio11s n11tk·11)otml um/01 c11rro·1t law. r 11999~001sTor1nTt1in __ l ___ 26of:200:'.fBTon11Tti·,,,- -- r··· 200:f 20cm· Bloni1iu111 ... j 
-·--[General Fund r-other Funcfs[Genera1Fw1cil6tiier···F\iilcfs [c.fei10·,·i1n=ii1,d [ either FtiiHis I 

Reve-n~ue-s--1------ $Or--·-·-·---- $01-·-·-----$301,5o{r--·-···-···-·-·- $or-·----·-·$:m, ,t,O({ ·······-· ...... - ...... $(~ 
E>1pendltu,~es-[ -·-$of______ $o[ ________________ $of____ -· ----icf ___ . --·····---i-(l[. - . - .. $·!-~ 

,__A_p_p,-o-~~-,a-tlo_n_~-,----___ ---- $(=:~=~===--$0[~-~~:=::·~:=~~-_)rf ~--:~·.:~~-·::····~-:$0[:·-::::·.~:·. :: .. ·:·· ~.o[:::~----- :· 1,c~ 
18. County, city, and s<:hool district ·llscal effect: ldontlfy t/Jo liscol C!flur:t 011 tlw of)fJro{Jtiof(! f)olitl<:ol 
subdivision, 

Narrative: Identify tlw c'1S/JtJcts of the nwnsuw which couso fisco/ itn/u";f 1111<1 im:ludo uny co111mv11t;,• wlvvr111t 
your mwlysls. 

There will he no eost to the stale to provide the henl'lit i11creasl's itt 111311 U2 sincL' it "ill hL' funded through 
actuurinl rcserv1.1s in the (rust lt111d, The additionnl bcnclit puyme111s to n.·tirL·cs nrc lu:·rnhlL· und will rl'sult i11 
additional income amt saks taxes hdng pnid to the stnte. 

3. State fiscal offect detail: For informntion shown under sta,'(! fh;co/ l'lfect /11 IA, plnmw: 
A Revermes: Explain tho revenue nmounts. Provide datnil, whon opproµriote, for each mVl.'11/JO typu mul 

fund ollected and nnv amounts lnc/udod In tho oxoculivo budgot. 

Revenues nt·c the !'(.'SUit of income und sales taxes being puid 011 lhL1 11dditio11al l'L'1il'L'lnL'l1l henl'lils pnid lo 

t'ctil'cd tcnchcrn. 

NA 

B, E)(pendltures: Exµlnln the expemlituw amounts, Provide <latnil, when tippropriotv, for ench nooncy, lino 
Item, Bnd fund nflected anti thu number of FT£ positions effected. 

C, ApproprlAtlons: Exp/oln the nppropriation nmounts, Provide detoll, when npproprlntv, of the ofloct on 
the blennle/ epproprlotion for ench agency and fund t1lfacted nm/ any at1101111ts lnclurlod ln f/w exocutlvr 
budget. Indicate the rolotlonshlp between the amounts shown for expondlturos llll(/ approprlntions, 



~ame: Fay Kopp 
phone Number: 328-9895 



10069.0205 
Tltle,0300 

Prepared by lht Leglalallve Counoll alaff lor ~/)~/OJ 
Representative Grande • Majority Report ()(. 

February 14. 2001 

HOUSlt AMENDMENTS TO HB 1102 UOUSE GV/' 2/16/01 
Page 1. llne 9. after "lW.Q" Insert "aod two buodredlbs 
Page 1. llne 20, after "ggllnra" Insert "and iwen\y•tlvu~o1B" and after "d.o.lw" Insert "and 

tweoiY·fiYf> cents." 

Page 1, llne 21. remove "In addJllo.□• on" 

Page 1, remo·1e llnes 22 and 23 

HOUSE AMENDMENTS TO HB 1102 
Page 2, remove lines 1 and 2 

Renumber accordingly 

HOUSE GVA 2/16/01 

Page No. 1 10069.0205 



10069,0206 
Title, 

Prepared by the Leglslatlve Council staff for 
Representative Grande 

February 1 e. 2001 

PROPOSED AMENDMENTS TO HOUSE BILL NO, 1102 

Renumber accordingly 

Page No. 1 10069.0206 



!.I • Vil 
Date: -~ , Iii ~ /1~ l -··-

Roll Cnll Voto II: I ------·---... ··---•·- ... ,-..... , .... 

2001 HOUSE STANl>JNG COMMITTJUl ROLL CALL VOTJ~S 
JULiiRESOIJU'J'ION NO, t/f;J/0~ 

House GOVJl:RNMEN'f AND VETERANS AFJ?AIRS 

D Subcommittee on _____________ _ 

or D Conference Committee 

Legislative Council Amendment Number 

Committee 

Action Taken ~lph ~ J10undau.a:¢ ( ~----

Representatives Yes No Rcnrescntutlvcs Y~s No - ✓ CHAIRMAN KLEIN REP KROEBER I,--
,_...,.. ___ , 

✓ VICE CHAIR GRANDE 
RUPBELIEW v 
REP BRUSEOAARD v 

✓ - ·-~--
REP CLARK 
REP DEVLIN V 

REP HAAS V 

REP KASPER v - v REP KLEMIN 
v,, -

REP MEIER 
REP WIKENHEISER V 

REP CLEARY v' - y REP HUNSKOR -
REP METCALF V 

' . 
Total (Yes) -----// No 1 --- ------------
Absent 

Floor Assignmenf 

If the vote is on an amendmentt briefly indicate intent: 



Roll Cull Vote II: -~-----s--•--·-
200 l UOUSE STANDING COMMITTEE ROLL CALL VOTES 

811-'L/RESOLUTION NO, )/b / / 0 &-1 
House GOVERNMENT AND VETERANS l\li'FAIRS 

D Subcommittee on -·------------
or 

D Conference Committee 

Legislative Council Amendment Number 

Action Tnkon 

Motion Made By 

Rcnrcscntatlvcs 
CHAIRMAN KLEIN 
VICE CHAIR GRANDE 
REP BELLEW 
REP BRUSEGAARD 
REP CLARK 
REP DEVLIN 
REP HAAS -
REP KASPER 
REP KLEMIN -REP MEIER 
REP WIKENHEISER 
REP CLEARY 
REPHUNSKOR 
REP METCALF 

Yes 
V 
V 
V,.., 
Y. v,, 
v 
v~ 
v 
v 
V 
v 

Total (Yes) ___ _,_/.L-/ __ _ 

Absent 

Floor Assignment 

No Rc1>rcscntatlvcs 
REP KROEBBR --

- --~ 
./ 

V 
/ 

V I/ 

v 
No _____ '-/ __ 

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

Committee 

Yes No 
~ 

·-



RBPOAT OP STANDINQ COMMmEP.•DIVIDBD (430) 
Fe"ru1ry 18, 2001 2143 p.m, 

Module No, HAn29-3733 
C1rrler: Grandt 

Insert LC: 10069,020& Tltlt: ,0300 

REPOAT OF ST ANDINO C:OMMITI'EI! (MAJORITY) 
HB 1102: Government and Veteran, Affalra Commlttn (Rep, M, kleln, Chairman) A 

MAJORITY of your committee (Reps. M, Kleln, Grande, Bellew, Brusegaard, Clark, 
Devlln, Haas, Kasper, Klemln, Meler, Wlkenheleer) recommends AMENDMENTS AS 
FOLLOWS and when so amended, recommends DO PASS, 

Page 1, llne 9, after "!YlQ" Insert "Md two..b..U.ndredlbi" 

Page 1, line 20, after "d.Qllar~" Insert "and tweotY·flYe cwt§" and after "gQ,(!fil'' Insert "~ 
twenb:·fl~§ Q§□la" 

Page 1, line 21, remove "lo fUJtjltlon, aa" 

Page 1, remove lines 22 and 23 

Page 2, remove Imes 1 and 2 

Renumber accordlngly 

Tho reports of the majority and the minority were placed on the Seventh order of business on 
the calendar for the succeeding leglslntlve day, 

(2) DESK, (St) COMM Page No. 1 HR•29•3733 



10069,0207 
Tltie.0400 

v~ 
Adopted by tho Government and Veterans t;1/ I 11/ O I 
Affairs Committee • Minority Roport 

February 16, 2001 

HOUSE AMENfl,tEN'fS TO HB 1102 HOUSE (JVA 2/16/01 
Page 1, llne 9, after "hYQ" Insert "and fifteen hundci.1dtha" 

Page 1, line 19, replace "!WQ" with "lllw." 

Pago 1. llne 20, after "dol!ars11 Insert "cmd fifty cents" and after 
11

Q.Qllfil
11 

Insert "ruJQ.~~fillJY-.:liYQ 
~" 

Page 1, llne 21, remove ''lo addltlQn, an" 

Pago 1, remove lines 22 and 23 

HOUSE AMENDMENTS TO HB 1102 
Page 2, remove lines 1 and 2 

Renumber accordingly 

HOUSE GVA 2/16/01 

Page No. 1 10069.0207 



Datl1: , J~. /(I!!,. '9[,(J J 
Roll Call Vote#: __ ,_J;;;........... _________ ,_ 

House 

2001 HOUSE STANDING COMMITTEE ROLL CAI,L VOTES 
HILL/RESOLUTION NO.#~ / /OQ(.., 

GOVERNMENT AND VETERANS AFFAIRS ,_.;;;..;;....;,.;;.;..;..;.;...;.....;;....;,_ ________ _ 
0 Subcommittee on _____ _ 

or D Conference Committee 

Committee 

Legislative Council Amendment Number --------------------· 

Action Taken Q,¥UJ .u ,.,a)_ z'ta,0Mi4r ~~mv.wu~ 
Motion Made By ✓ Seconded /') 

~l:w,) By ~.___ __ _ 

RcprcscntntJves Yes No, Rc1>rcscntatlves Yes No 
CHAIRMAN KLEIN ✓ REP KROEBER V , 

VICE CHAIR GRANDE v 
REP BELLEW ✓ 

REP BRUSEGAARD 
REP CLARK v 

✓ 
. 

REP DEVLIN ,._ -REP HAAS V 
REP KASPER v -- ✓ REPKLEMIN 
REP MEIER ✓ --- ✓ REP WIKENHEISER .., 

REPCLRARY v . 
V REP HUNSKOR ~ 

REP METCALF 

Total (Yes) . ___ 1/.._ _______ No __ /() _________ _ 

Absent I 
F1oor Assignment 

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



REPORT OF STANDING COMMInee .. O1vtDED (430) 
February 1 e, 2001 3:07 p.m, 

Module No: HR-28-3748 
Carrier: Kroeber 

Insert LC: 10069.0207 Tltlo: .0400 

REPORT OF STANDING COMMITTEE (MINORITY) 
HB 1102: Government and Veterans Affairs Committee (Rap. M. kleln, Chairman) A 

MINORITY of your committee (Reps, Cleary, Hunskor, Metcalf, Kroeber) recommends 
AMENDMENTS AS FOLLOWS and when so amended, r13commende 00 PASS, 

Page 1, llne 9, after "IWQ" Insert "god fifteen bY!ld.t§dlbo" 

Page 1, llne 19, replace "lW.Q" with "~" 

Page 1, line 20, after "dQllfU§" Insert "and flftY.~fJ" and Etf1er 11d.Q.ilru:" Insert H.arui. 
as.:,venty-flye Qft□ta" 

Page 1, llne 21, remove "la addltlQO. an" 

Pago 1 , remove llnes 22 and 23 

Page 2, remove lines 1 and 2 

Renumber accordingly 

The reports of the majority and the minority ware placed on the Seventh order of business on 
the calendar for the succeeding leglslatlve da:,1, 

(2) DESK, (2) COMM Page No. 1 



Date: 0 .. ~/- O / --------
Roll Cnll Vote #: ) 

2001 IIOUSE STANDING COMMJTTEt: ROLL CALL VOTES 
HILL/HESOl"'UTION NO. Ji/a//t;J._; 

Jlouse GOVERNMENT AND VETERANS AFFAIRS 

0 Subcommittee on __________ _ 

or 
D Conference Committee 

Committee 

Lcglslntive Council Amendment Number 

Action Taken ~(SVl(JJ.--~--'-J:i.....-,,:);...._ __________ _ 
Motion Made By ~ Seconded 

-------- By 
,. 

Rcurcscntntlves Yes No Rcurcscntatlves Yes No 
CHAIRMAN KLEIN REP KROEBER 
VICE CHAIR GRANDE 
REP BELLEW 
REP BRUSEGAARD 
REP CLARK ~ 
REP PTIVLIN ~/1 
REP HAAS ' 'J i~.nV 
REP .KASPER 

. ~V/ ·r:p 
~ I 

REP KLEMIN \JU;,. V w 
REP MEIER V ' 
REP WIKENHEISER / 
REP CLEARY ~ 

REP HUNSKOR 
REP METCALF -

Tota] (Yes) _________ _ No 

Absent 

F]oor Assignment 

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



PROPOSED AMENDMENTS TO HOUSE BILL NO, U.02 
( 

Pa'ge 2, 1 ine 2, after tha period insert the fol lowing 1 

"!his annual benefit_..i!_qjustment _ _l~ conditi..9ne_9_ __ QIL. .. ~ 
~ctuarial teaL.2erf..9rmed annual lY.,_fll the Board' a t!_9tuaria! 
2..9nsultant to d~termina _ the ~vtuarial adeguac~ of ~the 
stat:utor¥ contribution rate. If the. actuarial valuation 
shows that there_•,:uis e1. shortfall_ between the actuariallY. 
de_termined ~nchmark cox:,.tribution rate and the statut_ory 
~~~ 1 then the Boarq_Jl~ the a1:1thorJ:J_y to reduce or e:1uspen_9 
the conditional annual benefit adjustment~_ The actuarial 
adequac.Y_test shall be deemed to have been fa:i. led if one or. 
more of the following are true: (1) the shortfall il3 
9:rea ter than O, 6 o % 1 n_ any_ i'.ear; ( 2) _the short_f al 1 i ~ 
s.;:_eater than 0,30% .in any two consecutive j".0ars; or (3) a 
shortfall ~xists in three con8ecutive years, Jhe Boar9 
~hal 1 reeort the results of t:.he actuarial test.: annually . to 
the Employee Benefits Progra_lB_~_Co~nmJ;ttee." 

Renumber Accordingly 



10069,0208 
Tltle,0500 

v~ 
Adopted by the Government and Veterans "' /J 1 /o I 
Affairs Committee 1.,,· 

February 21. 2001 

HOUSE AMENDMENTS TO RB 1102 HOUSE GVA 2/21/01 · 
Page 2. llne 2, after the underscored ptulod Insert "Ibis annyal.b~mdU adlustment~ 

condil12n~ on an actuarlal test ~.tlQ.r.m~d eonually by the board's actuarial cQ□sJJ.llao.l 
~~=~rnlne the actuar15ll adegu.a.c~ ot the etalutQrY coolrlbYlloo rnte. The board ~ball 
___ o tthe re§ults of th~ actuarlal test annually to t~~ae beoeflla.QtQgrnmiz 
committee, If the actuarial 'islluat!oo Indicates a ~ ~□ tbe actuerlaHy 
ci!ll~rmloed be□Qbmark c2otrlbut1on rate and tbe statutory ratq, the board rnay reduce or 
§Usgend the coodltlonal annual beoeflt agjuetme~. Tb'l actuarial adequ.acy t~st f.ruf.ut 
Qne or more of the followlog are ltve: 

ii Tbe shQttfall ls greater than six-tenths of ori!UlfilQQDt lo any year; 

'-1 Tho shortfall ls grea1~r than three-tenthuU,ne_r.1ercent In any twQ 
cooeecuUve years: or 

ai A shortfall exist;;, In tbree consecutive years." 

Renumber accordingly 

Page No. 1 10069.0208 



Duto: --------·-
Roll Cull Vote#; __ __ ej ___ _ 

2001 IIOUSE STANDING COl\1M1'1"114;E ROLL CALL VOTES 
HILL/RESOLUTION NO. ;(/Ii;//(/~ 

l louse GOVERNl\1ENT AND VETERANS AFFAIRS Committee 

D Subcommittee on ______ _ 
or 

D Conference Committee 

Legislative Council Amendment Number 

Action Tnkon ~ t/lu ,J{bz~ 
Motion Mado By ',// , Seconded 

,1JILJ,_l..-&,L.1,,~~~'-'-'---- By 

·-
Representatives Yes No Rt•ps:,cscrrtn tlvcs Yes No .. 

CHAIRMAN KLEIN REP KROEBER . --
VICE CHAIR GRANDE 
REP BELLEW /"" 
REP BRUSEGA~~D / -REP CLARK 'I / 
REP DEVLIN .AY / -
REP HAAS 

-, 
~b' /} . 

REP KASPER ~ .. t) /A/Y 
REP KLEMIN ,,..., LY/ rP 
REP MEIER '{,; V ( if 
REP WIKENHEISER / ' REP CLEARY / 
REP HUNSKOR /r 
REP METCALF / - -~ 

No Tota1 

Absent 

(Yes) -------- ------------

Floor Assignment 

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



Date: _""'""pJ--~~1/;_,.."'....;.0~L---
Roll Call Vote#: .3 __ _.;;;;.. __ 

2001 JIOUSE STANDJNG COMMITTEE ROLL CALL VOTES 
BILL/RESOLUTION NO, II R; I ID ~J 

House GOVERNMENT AND VETERANS AFFAIRS Committee 

D Subcommittee on ------·--------------··----
or 

D Conference Committee 

Legislative C.ouncil Amendment Number 

Actlo11 Taken ¾Jo £t1,(j,£J ._~ '~-"~=~~-------

Motion Made By ~ ~~conded fl~-----

Representatives Yes No 
CHAIRMAN KLEIN ✓ 
VICE CHA1R GRANDE v , 

REP BELLEW V/ 
REP BRUSEGAARD ✓/ 
REP CLARK ✓/ 

REP DEVLIN V., 
REP HAAS ✓J 
REP KASPER ./ -r REP KLEMIN J 

REP MEIER v., 
REP WlKENHEISER ✓~ 
REP CLEARY v,,,, 
REPHUNSKOR I' V / 
REP METCALF v 

Total 

Absent 

(Yes) __ ..,_/-=-5 _____ No 

Floor Assignment 

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

Rcnrescntattvcs Yes No 
REP KROEBER V 

---

-

(J 
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REPORT OF ST ANDING COMMITTEE 
HB 1102: Government and Veteran& Affairs Committee (Rep. M, Klein. Chairman) 

recommends AMENDMENTS AS FOLLOWS and when so amended, recommends 
DO PASS (15 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING), HB 1102 was placed 
on the Sixth order on the calvndar, 

Page 2, line 2, afler the underscored period Insert "Ihls annual beneflL.aQJU§lOlWJ.LifJ 
condltlon~_Jm .. .a~r1s11 test Q'lrforrnedJUJnually by the board's actuarial c9nsu1taot 
~JM.aQtuarlal adqguacy of the sta~utQry contribution rate, The board 1.1hall 
raPQtl the re.mil1e of th{) actuarial te~! Rnnuolly toJrut..e~~,g~ti ~ 
coromltte§1 . If the actuarial \!aluetloo lodlcates a shortCitw.rum th~ M1us1rinlly 
d.e..termloed.benQhmark contrlbut/Qn rate §nd the statutory_rate. ihe board..1ru1ue.d.~e 
QL..fill.epend the Qondltlonal annual benefit §dJustments, Ibe s1ctwlud.1NllilcY-..ll}.sJ 
IrultllQ.oe or a1<lliLJ2f the following aruru1t: 

.L The shortfall ls greater tht10 .. ~J.~.:mnths of ono percent ,,·1 aOY-YJ2ar; 

fu Ib1L.§.b.Qrlla!Ue_gr~rufil-1Mn th r ee:.t~rn.Lh§...._.QL.QillLWLQ.e.nt.Jo._Jmy_lwQ 
consecutive yea1Sl..Qt 

3, A shortfall exJsts In three consecutive years." 
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BILL/RESOLUTION NO, HB 1102 
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□ Conference Committel~ 
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Committee Clerk Si tnature 

Minutes: Chairman k:rchsbach op t cd the hearing on HB 1102 which relates to the 

computation of benefits under the teachers' fond for retirement; m1d to provide for application. 

Fay Kopp 1 D~puty Executive Director, North Dakota Retirement and Investment Office, 

uppcarcd before the committee, A copy of her written testimony is attached. Scna,or T. 

Mathern ittquircd wh~;t spcciflcully is the additional protection that was placed on by the house. 

Ms, Kopp indicated the change that was made by the house, in the original version of the bill it 

called for basically u guurutHeed annual ntljustmcnt of. 75%. The actuaries and all consultants 

indicated that it probably would not be necessary for there to be any condition or provisio1,al 

mechanism. So, in the initial version of the bill that the board presented it did 11ot include an 

annual actuarial test to be conducted, The house in taking a look ut it said no, we would like to 

build in an ndditionnl feature that would serve usu snfcty net. They built in this conditionu I 

provision so that each year an additional annual actuarial test needs to be conducted to be sure 

that the board can continue paying out that benefit. Rcpt·esentutive Joe Krocbcr, district 48 
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Senate Government and Veterans Affairs Committee 
Bill/Resolution Number HB 1102 
Hearing Date March 9t 200 I 

appeared before the committee. A copy of his written testimony is attached. Questions were 

offered by Senators Kilzer and Wardner. Barb Evanson, Trustee for the N DTFFR appeared 

before the committee to present testimony in support of Hl3 1102. A copy of her written 

testimony is attached. Tom Toupa representing the North Dakota Retired Teachers Assoc:iation 

came before the committee offering testimony mostly in :rnpport of HB 1102 with a few alternate 

suggestions. A copy of his written testimony is attached, Senator Wardner indicated that the 

committee had previously discussed margins. You indicated to the committee that if percentages 

were used it would use up all of the margins. Senator Wardner it)dicatcd he was thinking 

something different. Senator Wardner was thinking fat· just the next two years, Senator 

Wardner c0ntinucd asking questions with responses being offered by Mr. Toupa. Senator C. 

Nelson indicated thut looking nt the breakdown on who is retired and then looking at the 2900 

members you have in your organization. She indicated that this bill happened to be part of the 

discussion in the Cuss County Retired Tcuchet·s Association. She got that report real quick. 

They don't agree with you, and so she is asking, it looks like the split is 2200 to 2500 of older 

retirees to younger retirees. If you are representing the older group she can sec why you want 

that particular plan, If indeed the majority of your organization is the younger group they wu1H 

the other plan. Howard Snortland, Legislative Chairman for the Retired Teachers Association. 

He indicated that his organization has supported all through the years the goal of getting the 

multiplier to 2.0 even at the cost to retirees. Concern arose over the gnp between low~r pensions 

and better pensions, They urged the adoptio11 of u fonnuln to help ease this prnblcm. The 

fonnula was adopted and things have gone well until this bill. We object to this because of the 

cost being too great and the benefits too low, Max Laird, President NDEA nnd active mcmbcl' 

of the TFFR appeared before the committee, He indicated that with the information he has 
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provided the committee he und his organizc1tion feel that this blll is a good bill and he would 

encourage a Do Pass on 1-18 1102. Dale Koppelman, retired teacher, appeared before the 

committee and indicated that he too supports 1-1 B 1102. Fay l<op1> came forward oncl' more to 

respond to questions from Senator Kilzer and Senator \Vardncr. There was nothing further at 

this time. Chairman l<rchshach closed the hearing on 1-1 B 1102. The committee adjourned for 

the day. On March 15, 2001 the committee held a discussion of IIB 1102. Chairman 

Krebsbach indicated that she and Senator \Vardncr had some amcndmcrHs dralled. The 

amendments arc to retain exactly what the bill has, The only change they arc proposing to the 

committee is thut the ,75 bcncl1t be limited to the next two yL'ars, The year of 2001 and tlw yenr 

2002. Their idea for this is first of all it has brJen a position taken thnt we do not continue on a 

COLA basis or in this case n CA 13A. It is an ongoing type of benefit and benefits such as this we 

have always looked nt in doing on a biennial basis. In addition to thnt there has been an awful lcit 

of discussion us to how the extrn dollars in the fund should be ullocatcd. Her foeling was that 

this would give time for the TFFR board to rcully l'cvicw but to do some good analysis, come 

back to the employee benefits committee, and in that two year period rework the system if need 

be. Maybe it will be u continuation of the practice that\~ hecn in place now. Senator C. Ndson 

indicated th~t she respectfully disagree with your amendments but you 're not smpriscd ut that. 

Sh 1• i1lnks the time has come und perhaps wc nil who have been involved with this process over 

the last several years should huvc looked uhcud and snid okny when we get there what urc wc 

going to do, We didn't and we should hove, We urc here nnd she thinks thut when you look at 

what Is happening out there in the rest of the rcul world that this CABA progrum 1 this would 

have been something thut could have been ut least in the system, She indicut(Jd she liked it the 

way It wns when it wus talked about lust summer und she liked it the wuy it cnmc in in the tit·st 
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place. She still likes it better that way. Senator 'I'. Mathern wondered if this required any s,Ht 

of comment from the employee benefits committee. Chairman Krebsbach asked Fay Kopp 

with the Retirement and Investment Office to take the podium. Fay Ko1>P indicated that she 

hud visited with Scnutor Krebsbach and indicated she would provide the committee with some 

information relative to this bill. She gave the members of the committee a hand out which she 

explained. Senator 'I'. Mathern inquired if the board was opposed to the amendment. Ms. 

Kopp indicated that the board has not met so she could not relay any feelings regarding this. 

Senator Wardner offered comments on the large margin lcfl based on the amendments 

proposed. Chairman Krebsbach indicated that she liked Ms. Kopps comment about looking at 

this as a delayed implementation because she docs believe that in the interim as we look ut this 

possibly there is the possibility of going at I. rather than at . 75, Discussion continued with 

Senators Wardner, C. Nelson, T. l\ilnthcrn, Chairman Krebsbach, a11d Senators Dever and 

KIizer participating (Tape 2, Side A, Meter Ws 41.9-56. 7). Senator Kilzer moved the adoption 

of the proposed e.mcndmcnts, seconded by Senator Dever. Roll Call Vote indicated 4 Yens, 2 

Nays, The motion prevailed. A motion for Do Pass as amended was made hy Senator KIizer, 

seconded by Senator T. Mrithern. Comments were offered by Senators Wardner, 

Krebsbach, Senator T, Mathern and C. Nt!lson Tape 2, Side A, Meter #'s 59.3-End nnd Side 

B, Meter #'s 0,0-4.9), Roll Call indicated 6 Yeas, 0 Nays, and 0 Absent or Not Voting. Senator 

KIizer will carry the bill. 
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PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1102 

Page 2, llne 1, replace "first of each year" with "1, 2001. AnJrnJivldual who on June 30. 2002. 
Is receiving monthly benefits from the fund on an account paid under this chapter or 
under former chapter 15-39 Is entitled to receive a seventy~flve hundredths of one 
percent Increase o·i the individual's current monthly bene.fil with the ir'lcreased benefit 
payable each month thereafter beginning on July 1, 2002" 

Page 2, line 7, replace "adjustments" with "adjustment" 

Page 2, line 9, after the underscored semicolon Insert "ru" 

Page 2, llne ~ 1, replace": or" with an underscored period 

PRge 2, remove llne 12 

Renumber accordingly 
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Motion Made By Seconded 
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Senator Rich Wardner ✓ 
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Floor Assignment 
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Senators 
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REPORT OF STANDING COMMITTEE 
HB 1102, as engrossed: Government and Veterans Affairs Committee (Sen. Krebsbach, 

Chairman) recommends AMENDMENTS AS FOLLOWS and when so amended1 
recommends DO PASS (6 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). 
Engrossed HB 1102 was placed on the Sixth order on the calendar. 

Page 21 line 1, replace "first of each year0 with "1, 2001. An Individual who on June 30, 2002, 
Is receiving monthlY. benefits from the fund on an account paid under this chapter or 
under former chapter 15-39 is entitled to receive a seventywfive hundreqths of one 
percent Increase of the lndlvidual's_g,urrent monthly benefit with the Increased benefit 
payable each month thereafter beglnnlng on July 1 , 200211 

Page 2, line 71 replace "adjustments" with 11 adjusLmenJ 11 

Page 2, line 91 after the underscored semicolon insert "gr" 

Page 21 line 11, replace ": or11 with an underscored period 

Page 2, remove line 12 

Renumber accordingly 
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REPORT OF THE LEGISLATIVE COUNCIL'S 
EMPLOYEE BENEFITS PROGRAMS COMMITTEE 

HOUSE BILL NO.1102 
!:1~, ;.J 

1,1:,~ 
;,:(:Sponsor: Board of Trustees 
I·.·',:;,:~ 
I' 1:1 
i ·;;\1Propoaal: Increases the benefit multiplier from 1.88 to 2.00 percent; provides a postretlrement benefit Increase of 
1 ::.;:;,$;.! per month multiplied by a member's number of years of service credit plus $1 per month multiplied by the 
f :\/number of years since the member's retirement; also provides for an automatic benefit lncrease of five-tenths of 
.. Aone percent of an lndlvldual 1s current monthly ben~flt, and the Increased benefit would be payable each month 
; ··;beginning on July 1 of each yec:1r of the ensuing biennium and beyond. 

I ~': ► 
. ;4 

,,·:)4The committee amended the proposal at the request of the board to Increase the automatic increase from 
1 · :1:tlve-tcnths of one percent of an lndlvldual 1s current monthly benefit to seventy-five hundredth$ of one percent of an 
t·-·}ilndlvldual's current monthly benefit. 

f;(t!f Actuarlal Analysis: Tho reported actuarial cost of the proposr.I1s 4.83 percent of total ~overed compensation. The 
l i' ?{reported actuarial cost of the proposal, as amended, Is 5.89 pArcent. of total covered compensation. Thus, If Blll 
t:-,';;;'i:jNo. 69 ls enacted, the remaining margin In the Teachers' Fund for Retirement will be .39 percent (6.28 - 5.89 = .39). 
!},W;~f The actuarial cost Impact of the proposed changes are summarized In the foll owing table: 

bI :. ------'"""""'"""""'==-===-.====;t=====-~""""""=====;::========--========~====== 

t};;V.'.i BIii No. 69 as :i~e}:8~:: 
f.t.\•1• 
r rr:.:; A°;~~~de:!~lt lmp~~=:~~nt, 
I v:';;,'i.' Improvement, 2,0011/o 
~i · ·;i Ad Hoc Benefit Combination 2.00% Multlpller1 

Improvement of Ad Hoc Multlpller and and .75¾ 
($21Month ,c Benefit 0,5% Automatic 

SeNlce1 Plu3 Improvement Automatic Cost-of, r,,,~i'l lnltlal $1/Monlh Per 2,00¾ and 2,00¾ Cost-of.Ll,lng Living 
f.y'i:~) Item _V_al_ua...,.t_lo_n +--_Y_G_a_r R_e.....,.tl_re..,..d-_M_u..,...lt...._.1 _lle-r ___ M_u_ltl...._l_le_r ~1--_ln_cr_ea~•~e

0
.....,...-+--...._;_.ln_..;.c .... re .... H"-'-e~, 

1.)fi 1, Normal (~st ---- 9.82% 9.82% 10.29% 10,29% 10.63% 10.81% 
l , .. :.!. 2, Unfunded aotuarlal aocrued $(20.6) $12,0 $28.4 $61.0 $118,2 $148.9 

'l ·!i:· 1 II blllty ( 1111 ) \i::;\"J a m ons 
,'!'.ii' I 3, 20,year contribution rato 
1,·1·:. 4, Margin 

..,.·'.J:;A( 5. e1Cpeoted employer contribution 
~~M j (millions) 

:;·~)i:'.J 6, Increase In e1Cpeoted employer 
f:~\{j oonltlbullon (millions) 
;;./t.i,) 7, Increase In e1Cpeoted employer 
,,-.,:,,. ;1 contribution (mllllona) 

.i \ \ ~ .• 

1.47% 
0,28% 

$5.0 

0.00% 

101.El¾ 

2.42% 
5.33% 

$8,2 

0.96% 

$3,2 

99.1% 
0,6 

3.36% 
4.39% 
$11.4 

1,89% 

$0.4 

'17.9% 
1,7 

4,30% 
3.45% 
$14.6 

2,83% 

$9.6 

95.5% 
3,8 

0.30% 7.~6% 
1.45% O.:i.9% 
$21.4 $J5.0 

4.83% 5.89% 

$18.4 $20.0 

91.7% 89.8% 
8.9 16,6 <{/j :: ~~~~~ ratio ears 

i{):11 Committee Report: Favorable recommendation. This proposal would allow future cl1anges without leglslallve 
\': ?/ lnvolv121ment.. 

·.: 'JI 
f' ; .1 

'.·..... ·::1 

{\•1:'/ 
:,. ;J 
);:_: l 

'P?,~!~• 
b,t,c•),J!,r 

I 
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·! 
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TESTIMONY ON HB 1102 
GOVERNl\-1ENT AND VETERANS AFFAIRS COMM(TTEE 

Fay Kopp, Deputy Executive Director 
ND Retirement and Investment Office 

February 1, 2001 

1930 Bumi Boat l)rlvt" 

P.O. Bo 1. 7100 
B isrnurck, ND 5 8507-7100 
Telephone 701 ·3~8-9885 

ND Toll Ftec 800-952-2970 
Reluy Nt) 800-366-6888 

FAX 701-328-9897 

House BIii 1102 was submitted by the Teachers' Fund for Retirement (TFFR) 
Board. This bill amends the benefit fonnula, and provides retirement benefit 
adjustments for retired teachers and beneficiaries. 

SECTION 1. AMENDMENT. (Page 1, Line 9) 

• Increases the benefit multiplier from t .88% to 2.00% for all future retirees. 

• One c,f the TFFR Board's primary goals Is to provide a replacement Income 
equal to 60 percent of the flnal average salary (FAS) of a career employee 
who has 30 or more years of credited service. Increasing the benefit 
multlpller to 2.0% will meet that goal. 

• A 2.0% multiplier wlll make TFFR pension benefits more competitive with 
other statewide teacher plans In attracting and retaining teachers In ND. 

• ~ Estimated retirement benefit of a teacher who retires on July 1, 2001, 
with 30 years of service credit. 

Annual Annual Monthly 
EQctD.IJ.la - St1 lB.tl!. Beae{l.1 Benillt $ [QC, % ID.Qi 
1.88% $30,000 $18,920 $1,410 
~.00% 18,000 1,500 $BO 6.4% 

1.88% $45,000 $25,380 $2,115 
2.00% 27,000 2,250 $135 6.4% 

1,88% $80,000 $33,840 $2,820 
2.00% 36,000 3,000 $180 8.4% 

•Less spplicable srate and federal Income taxes. 



SECTION 2. NEW SECTION. (Page 1, Line 17) 

• Another goal of the TFFR Board Is to provide both ad hoc and automatic 
benefit adjustments for retired members and beneficiaries to provide Income 
protection and assist retirees In accessing affordable health Insurance. This 
goal reflects the growing concern by the TFFR Board ovor how the impact of 
Inflation, long life expectancies, and rising health care costs will affect a 
teacher's t'etlrement plans and retirement Income. 

• Undoubtedly, Inflation will erode the value of retirees' financial resources over 
time. To offset this Inflationary effect, many public sector plans across the 
country provide post employmer,~ pension adjustments to retired workers. In 
fact, according to the most recent survey (2000) put out by the National 
Retired Teachers Association (NRTA), approximately twoMthlrds of statewide 
teacher plans across the nation provide some sort of automatic or guaranteed 
benefit Increase adjustments. Of the states, 32 have automatic retiree 
adjustments and 11 have ad hoc retiree adjustments. The remainder uses 
some other approach. States have adopted a wide range of approaches In 
providing annual Increases for retired educators. Some are pegged to the 
Consumer Price Index. Others provide a specified percentage, while still 
others are dependent on the Investment gains of the retirement fund, Some 
states that have an automatic retiree Increase bland It with an ad hoc 
adjustment or some other "catch up" provision to benefit Individuals who have 
been retired the• longest and have suffered the greatest loss of purchasing 
power. 

• Today, In order to be competitive with other states In attracting and retaining 
teachers In ND and In order to provide assurance to current and future 
retirees that their purchasing power will be protected, the TFFR Board Is 
suggesting the Legislature consider a plan to begin bulldlng a Benefit 
Protector. The Benefit Protector Is an annual, fixed rate retiree Increase, 
which would be paid In addition to the ad hoc retiree Increase, This type of 
guaranteed Increase assures retirees that their benefits wlll be adjusted to 
offset at least some portion of the Impact of Inflation, allowing for better 
planning by retirees. They also allow the cost of the retiree Increase to be 
prefunded. 

• The Benefit Protector Increase being proposed In HB1102 Is an annual, fixed 
rate adjustment equal to o. 75% of the retlreG's current monthly benefit. The 
actuaries would calculate the cost of this guaranteed retiree adjuotment Into 
the overall cost of the plan much llke they have done with the Rule of 85 or 
Increases In the benefit multlpller. Unllke the Soolal Security annual COLA, 
the proposed TFFR annual adjustment Is not tied to changes In the Consumer 
Prloe Index (CPI), The Board Is not proposing an unllmlted COLA that could 
pose risk In times of runaway Inflation. 

2 



• The Base Increase, or ad hoc Increase being proposed, Is the same formulA 
that was approved In 1999. The increc1.se is calculated by taking two dollars 
per m1')nth multiplied by the member's number of years of service credit plus 
one dollar per month multiplied by the number of years since the member's 
retirement for all annuitants receiving a benefit on June 30, 2001. As in the 
past, this type of benefit adjustment is designed to provide the greatest 
benefit increase to career teachers who have been retired the longest. 

• Example: 
Mernber retired In 1991 with 30 years of setvlce credit 
Current benefit on 7/1/2000 .. $1,000 per month 

2001 retiree Increase ($2 X 30 yrs+ $1 X 10 yrs:::: $70) 
+ (, 75% X $1,000 = $7,50) = $77.50 monthly increase 

New Benefit on 7/1/2001 = $1,077.50 

2002 retiree Increase (.75% X 1,077.50) = $8.08 monthly increase 
New Benefit on 7/1/2002 = $1,085.58 

2003 (and future years). Possible ad hoc increase eve,y 2 years 
and guaranteed 0. 75% increase each year. 

• The Board believes that uslr,g a two-pronged apt)roach will allow oldc~H 
retirees with low benefits to continue building their retirement benefit with the 
'base Increase component. It wlll also allow all retirees - both current and 
future - to begin protecting their purchaolng power through the 0. 75% Benefit 
Protector component. Over time, If actuarial margins build, the Board could 
return to the Legislature to request an Increase to the guaranteed Benefit 
Protector percentage, It may not amount to much now, but In the future, the 
Benefit Protector percentage could help combat tha Increasing costs of health 
Insurance and other consumer needs. 

• Currently, TFFR pays out $4.8 mllllon per mo11th to TFFR annuitants, or 
nearly $58 mllllon each j,~ar. The proposed benefit Increase would Increase 
the amount being paid each month to about $5.2 mllllon per month, or $62.4 
mllllon each year. A retired teacher's average monthly benefit would Increase 
from about $997 per month to $1,075 per month, an Increase of $78 per 
month or 7.8%. · 

See Attachment A -Proposed Benefit Increase by County 

• Of the $58 million being µaid each year, over 82% or $49 million Is sent to 
North Dakota addresses. 1'he retiree benoflt Increase being proposed would 
Increase the amount sent to retirees llvlng In ND by $3, 7 million. Because 
retirement benefit payments to retirees are taxable, this proposal will result In 
addition al Income and sales taxes being paid to the state1s general fund 
totaling approximately $i 50,872 per year or $301,344 per biennium, 

See Attachment B - /Eoonomlo lmpsat 
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FUNDING THE BBNBFIT IMPFIOVBMENTS 

• According to Watson Wyatt, TFFA'e aotuarlal consultant, the current actuarial 
margin available for plan Improvements le 6.28%, The TFFR Board proposes 
that the oost of HB 1102 be paid from the actuarlal margin. Watson Wyatt 
hae analyzed this bill and oaloulated the ooFJt to be 5,89% of total covered 
compensation, Passage of this bill would still leave 0.39% of margin unspent, 
No General Fund monies, nor additional retirement contributions, are neecied 
to fund this benefit Improvement package. 

• Why use the actuarial margin to fund this blll? The TFFR Board belkJ\''=~~-. that 
Increases In the multlpller should be made out of existing mar3lns, so that an 
Increase In the employer contribution rate would not be required, Further, 
when there has ,Jaen suttlclent margin to support a multlpller Increase, the 
board has also supported granting a benefit adjustment for existing retlreeA, 
Thia year, because the margin Is sufficient to pay for both of these benefit 
Improvements, the Board has expanded Its goal to Include protecting the 
purchasing power of TFFR benefits for both current and future retirees. 

• At first glance, there may be some concern that the Fund will not be able to 
afford a guaranteed o. 76% retiree benefit adjustment In the future, According 
to Watson Wyatt, using the aotuarlal margin to fund the blll le a conservative 
and prudent approaoh, especially given the fact that the margin Is determined 
by comparing the current 7.75% employer contribution rate with the 
contribution required to pay the plan's normal cost and to amortize the 
unfunded actuarial accrued llablllty over 20 years In level payments. Many 
systems have used either longer amortization periods, or amortization 
payments that are scheduled to Increase each year with payroll, or both. 

• Another Important point to consider Is the fact that a commitment to an 
automatic fixed-rate retiree benefit adjustment Is really no different from 
earlier leglslatlve commitments to a higher multiplier or to the Rule of 85. In 
each of these benefit enhancements, the costs were prefunded. The cost for 
the provisions outlined In HB 1102 would also be prefunded. That Is, the 
value of the multlpller Increase and guaranteed retiree Increase will be 
reflected In TFFR's normal cost and actuarial accrued llablllty, Since TFFR Is 
funded by fixed member and emp!oyer contribution rates of 7.75%, the 
practical effect Is that there wlll be less margin available In future years than If 
retiree Increases were only granted on an ad hoc basis. The automatic 
retiree Increase ()an be viewed as using a portion of the margin to provide 
small Increases for current and future retirees for all future years, rather than 
providing a larger one-time Increase for current retirees only. The added 
feature of a guaranteed retiree adjustment creates no more extra risk for 
TFFA's long tenn health than does a multlpller Increase, for example. A 
specified percentage formula permits a reliable calculation of plan costs by 
the Fund's actuary. 
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• In addition, this approach allows the cost of the blll to be spread among 
current and future generations of teachers who wlll alao benefit from such a 
benefit adjustment. This concept la known ae Intergenerational equity, And 
Jutt llke several generations of citizens might share the coats of financing a 
eohool building, for example, It Is a common and prudent practice to spread 
the financing of a pension trust over several generations, Slmllar to a school 
building, a benefit enhancement has a very long useful life, serves many 
generations, Is very expensive, and uses long-term financing to pay for It. 

• Also consider that TFFR uses a conservative actuarial approach called 
"smoothing" to phase In dltterences between actual and expected Investment 
earnings which provides a cushion against future downturns In the market. 
Because year-to-year returns can fluctuate dramatically, the actuary 
recognizes only 20% of each year's return dltterentlal over a five-year period 
thereby averaging annual returns over a longer period of time. This 
commonly used and effective actuarial approach allows TFFR to maintain 
consistency and adequacy of returns, 

• TFFR's diversified Investment policy continues to be highly etteotlve, The 
Board Is mindful, nevertheless, that TFFR operates In a dynamic economlo 
environment. The challenges of Investing TFFR funds strateglcallv t~ achieve 
above average returns balanced with controlled risk In an Increasingly 
complex and competitive global economy are greater than ever. The Board 
strives to minimize the Impact of these ex1emal Influences by diversifying 
among a broad range of asset claries and by employing portfollo managers 
with recognized expertise In managing each of these asset classes. Because 
the Board maintains sound dfsolpllne and prudent Investment management 
practices, TFFR remalnEl solld, year after year. 

See Attachment C - Actuarial Summary 
Attachment D - Asset Allocation 
Attachment E -- Investment Performance and Smoothing Approach 
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- SUMMARY --- ' 
• As the oompetltlon for teachers accelerates, the TFFA Board bellevee It Is 

Important to Include retirement plan features comparable to those found In 
other states: a 2.0% multlpller, a base rtHiree lnorease, and a modest fixed• 
rate annual retiree adjustment, all funded through TFFR's actuarlal margin, 

• HB 1102 does not create any extra risk for TFFR's long-term health. Using 
the actuarial margin to fund HB 1102 Is based on actuarially and financially 
sound principles that are conservative and prudent. This approach hae been 
eHeotlvely used to fund leglslatlve Improvements In the past. All of the 
provisions In the bllt provide for a specified fixed benefit adjustment. and 
the ref ore permit a reliable prediction of plan costs by the actuary. 

• HB 1102: 

► Allows ND to be more competitive with other state retirement systems In 
attracting and retaining teachers, 

► Begins to address currant and future retiree ooncems over the Impact of 
Inflation, long llfe expectancies, and rising health care costs. 

► Utlllzes a very conservative and prudent approach by using the actuarial 
margin to prefund the cost of bill. 

► Uses a smoothing approach to phase In differences between actual and 
expected Investment earnings which provides a cushion against future 
downturns In the market. 

► Recognizes the long-term nature of financing a retirement plan and the 
concept of Intergenerational equity. 

► Provides economic Impact to ND communities and revenues to state 
general fund. 

• HB 1102 was studied by the Legislative Employee Benefits Programs 
Committee and received a favorable recommendation from that Committee. 
The TFFR Board encourages the Government and Veterans Affairs 
Committee to give the bill a DO PASS recommendation. 

• A retirement plan including the features contained in this bill wlll allow 
the best teachers In the country - ND teachers - to retire with dignity. 

6 
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Adams 
aarnea 
Benson 
BIiiings 
Bottineau 
Bowman 
Burke 
Burlelgh 
Cass 
Cavallnr 
Dickey 
Divide 
Dunn 
Eddy 
Emmons 
Fosler 
Golden Valley 
Grand Forks 
Grant 
Grl~gs 
Hel Inger 
Kidder 
LaMoure 
L~n 
Mc en~ 
Molntoe 
McKenzie 
McLean 
Mercer 
Morton 
Mountrail 
Nelson 
Oliver 
Pembina 
Pleroe 
Ramsey 
Ransom 
RenvlUe 
RI-Ohland 
Rolette 
Sargent 
Sheridan 
Slowe 
Slope 
Stan< 
Steele 
Stutsman 
Towner 
Traill 
Walsh 
Ward 
Wells 
WUllamo 

ND Monthly Totat 
out of State 

Grand Total 

PROPOSED TFFR RETIREE INCREASE • 2001 
AVERAGE MONTHLY BENEFIT 

Al'.til8I 
~ Awtat IS!III r.i Aw,,a JtflllW Aw.tat 

~ 1111m 1tu1lb _Jtd ____ .. 1~(1111 IWIIIIII fa 

10 16,914 1,057 18,191 1,137 80 7,6% 

124 114,063 920 123,74:? 998 78 8,6% 

31 26,494 856 29,009 936 81 9,5% 

3 3,225 1,076 3,493 1,164 90 8,C -vo 

70 65,176 931 70,661 1,008 77 8.3% 
30 29,117 "71 31,350 1,045 74 7.7% 
13 13,302 1,028 14,295 1,100 72 7.0% 

483 649,917 1,139 688,977 1,216 77 0,7% 
601 600,308 1,198 040,746 1,279 81 6,7% 

41 40,352 984 43,621 1,064 80 8.1% 
62 43,887 844 47,637 916 72 8.6% 
17 15,364 904 16,703 983 70 8.7% 
25 26, 12ft 1,005 27,021 1,081 76 7.6% 
27 22,050 817 23,993 8ij9 .,._, 8.8% 
27 19,740 731 21,814 808 77 10,6% 
26 24,878 995 26,847 1,074 79 7.9% 
15 9.412 627 10,520 701 74 11,8% 

363 440,992 1.216 470,712 1,297 82 6.7% 
21 15,613 739 17,166 817 79 10.7% 
2u 20,722 740 22,914 818 78 10.6% 
21 27,Hi7 1,283 28,864 1,374 81 6,3% 
17 15,310 001 16,669 980 79 8,8% 
51 43,009 862 48,070 943 80 9,3% 
19 16,680 820 16,885 894 74 9.0% 
64 42,338 784 46,423 860 76 9.7% 
27 34,890 1,292 37,069 1,373 80 6,2% 
32 29,001 906 31,517 986 79 8.7% 
84 80,782 962 87,466 1,041 BO 8.3% 
41 40,392 985 43,283 1,056 70 7,2% 

139 169,647 1,220 181,061 1,303 82 6.7% 
39 32,663 835 35,480 910 76 9.0% 
46 42,486 924 45,843 997 73 7,9% 
9 10,765 1,196 11,482 1,276 81 6,8% 

61 44,779 878 48,468 950 72 8.2% 
36 41,393 1,160 44,287 1,230 80 7.0% 

111 104,396 941 112,768 1,010 76 8.0% 
36 32,644 907 36,385 983 76 8.4% 
20 16,464 773 17,067 853 80 10..1% 
93 76,392 821 83,640 898 77 9.4% 
45 40,146 892 43,299 962 70 7.9% 
33 29,312 888 31,827 964 76 8,6% 
16 11,142 743 12,362 823 81 10.9% 
3 2,094 698 2,236 746 47 6.8% 
6 3,707 741 4,059 812 70 9.6% 

131 143,482 1,095 164,173 1,177 82 7,6% 

13 9,499 731 10,496 807 n 10,6% 
143 140,009 979 151,160 1,057 78 8.0% 

21 16,064 764 17,738 845 13() 10.6% 
74 72,092 974 78,070 1,056 81 8.3% 
86 83,923 976 90.412 1,051 75 7.7% 

334 341,1:31 1,021 367,234 1,100 78 7.7% 
46 40,691 886 44,314 963 79 8.9% 

~ 1471469 111M 167,293 ---1.i_210 76 ~.:Z% 

3,917 4,077,301 1,041 4,383,648 1,119 78 7.6% 

-~ 7491998 _ill 817,884 886 -~ ~1% 
4,840 4,827,298 _j97 6,201,532 1,076 77 7.8% 

ATTACHMENT A 
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e,2n2mfc ImRSJ£t of th.I Tf EB 

North Dakota-based retirees contribute 
a lot of income to their communities 

Current TFFR Income to Retirees Living In ND 

$120,000,000 
$100,000,000 

$80,000,000 
$60,000,000 
$40,000,000 
$20,000,000 

$0 

Month Year Biennium 

AliACHMENT 8 

Benefit Increases infuse more money Into the local economy 

Proposed Benefit 
Increase to ND Retirees 

Monthly $306,347 
Annual $3,6761164 
Biennium $7,352,328 

Total economic Impact to local communities would be rr,easurably greater 

Proposed TFFR Income to Retirees Living in ND 

$120,000,000 
$100,000,000 
$80,000,000 

$60,000,000 
$40,000,000 

$20,000,000 
$0 

Month Year Biennium 
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North Dakota General Fund benef Its two ways I 

Income Tax Revenue 

Income Tax Revenue Received From TFFR Retirees 
• •• • •-•- _____ ..__ .. __________ ,MN- .. O•, ••• ➔ • • ••• •• - , > 0 • ' • • • 0 • 

Current 
Total Revenue 

Potential 
New Revenue 

Potential 
Total Revenue 

v.~~i __ -_- ___ -~--~-~-~-~~--~-:~_---$1~021,476 _ _: ~77,_172 I - J1:1q4
1

~ 

( 

Biennium $2,054,952 $154,344 $2,209,296 ____ .....__ __ ___._, ____________ __.__ _______ __ 
Sales Tax Revenue 

-• I -----------------------------
Sales Tax Revenue Received from TFFR Retirees 

••.. •· •...•. ···•··· ····-··"···· ··-···· ..•.. "<. 

Current 
Total Revenue 

Potential 
New Revenue 

_y_e~---------·--·-- ____ $_97_8_,552 __________ .... _________ $73,500 __ 
Blennf um $1,957,104 $147,000 

Potential 
Total Revenue 

_ _ .... ______ $1,052,052_ 
$2,104,104 

Income and Sales Taxes Add Upl 

Total Proposed Revenues to 
General Fund 

·----- ----------*•--··· ·----------- -- .... ---·- - ..... -- . --· .•• --~ -- -- •.. - • ------ +-• --

New Revenue Total Revenue 

-------·- --------- --··•---------------·-. . . .. -- . . .. ···-· - . - - -· __ ..,.__ ___ -~ .. 

Year ---- $150,6_72_ $2,1_56,700_ -------· .. .. 

Biennium $301,344 $4,313,400 . 

t 
' ''to-

'--



Nortb Dakola Teacbtn' Fuld ror Retlremeat 
IIAetuarlal ValuatlOD ... Julr 1, 2000 • 

Exe~utlve Summary 

11cm 2000 

Membership 
• Number of 

• Active Members 10,025 
• Retirees und Bencflciaries 4,327 
• lnaclive, Vested l, 130 
• lnactive, Nonvested 209 
• TotaJ 16,191 

• PQyroll $323.0 million 

Statutory contribution rate 
• Employer 7.75% 
• Member 7.75% -

Assets 
• Market value $ t ,405.2 million 
• AcnwiaJ value 1,308.5 million 
• Return on market value 11.6¾ 
• Return oa actuarial value 13,3% 
• Employer contributions $25.S milUon 
• External cash 11ow ¾ (0.3%) 

Actuarial lnfonnatioo 
• Nonna! cost '/, 9.82% 
• Unfunded actuarial accrued 

liability (UAAL) ($20.6) million 
• Funded ratio 101.6% 
• Funding period 0 years 

.. 
Benchmark Contribution 

• 20-year funding rate J.47% 
• Margin 6.28% 

Gains/(Losses) 
• Asset experience $55.6 million 
• Liability experience (6.9) million 
• Benefit changes NIA 
• Assumption/method chunges 96.1 million 
• Total $144.8 million 

ATTACHMENT C 

1999 
' 

10,046 
4,568 
1,069 

250 
15,933 

$314.6 million 

7.7~% 
7.75% 

SI ,262.6 million 
1,053, l mUlion 

11.5% 
13,So/o 

$24.3 million 
(0.11/o) 

9.82% 

Sl3S.3 million 
88.6% 

10.S years 

6.09¾ 
1.66% 

SS0.7 million 
( 12.9) million 
(80.6) million 

NIA 
$(42,8) million 

w 
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ATTACHMENT D 

t ........ ~..,,.... ....... • ............. ~lilll• .... ~ ............... ~..lfl"°'t...,_,,..._l,,,.,..~,,-•Ull1••MIPf ... ,_H',f,.,~ < •• .,. ........ lh-,-J'A "''l"'-:f" 11111 _,.,._.,..........,.., . ..,.u tf•~ 111•..4<dlll116'• ....... ~lif~1.V'\; ......... -.,..,t 141, 1 ,,-,1,•,~, 

! TFFR TARGET ASSET ALLOCATION ii 
AS OF AUGr.JST 1, 2000 Ii ., 

' ,1 
;.~,..~.~"''.......,." ... 11 >1..,,.,..../-,~ r t- ............ _.,,.. • ._. _ _... • .,,_;'N..,.,... .,,._......, •• ,...,, ...,...,_._,,._,.., ., ,, ... .-.r1•1• ,,, i,, 1;t...,H•l ••I r..iit-••••'-' ,,..,.,,11-,...,u,...,. ..... ~,,•..-J.,.......,.,,..,,,,..,,,,..,w11...,._,- '"'•••h.i .,;~~ 

-------~---------------------------, 
Prlvale Eqully 

6% 

hternallonal Fixed 
lnoome 

Real Eslale \ 

9% ~ ---

'\.----

C-ash Equivalents 
2% 

__ .,,,c~ ------l 
6% 

Hgh Yleld Fixed hooma 
7% 

Dorrostlt) FlXed noome 
7% 

Emerging Markets 
Equity 

6% 
~lflrnatlonal Equity 

20% 

D:>meello Largo C-ap 
Equtty 
30% 

())meetlo Srrall C-ap 
Equity 
10% 
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"" Smoothing acknowledges that the highs are too high and the iows are too low and the long-term ""truth" Hes somewhere in between. 

• Each year, tlie TFFR experiences an 
investment return. 

• Year-to-year returns can fluctuate dramatically. 

• Planning and implementation of benefit 
improvements requires consistency. 

FtSCal Year Investment Performance HistOJy (%} - I FFR 

FY90 I FY91 1 FY92 FY93 FY94 FY95 FY96 - FY97 FY98 FY99 I FYOO . F\'OIO'I 

825 8.27 13.65 15.40 1.57 13-70 15.63 19.29 14.05 11.06 11.63 I -0.95 

• Note: Investment return is calculated using the itniesbuent 
industJy-standard time-weighted return methodology. These 
calculations vary somewhat from the dolar~ cabGtion 

• To maintain adequate tJnding, TFFR requires an annual investment return of 8°/4. L-----------------------
used in actuarial reports_ This example of smoo1hing simplilies 
the actual orocess for demonstration ourooses. 

• To maintain consistency and adequacy of returns, TFFR has chosen an effective and commonly used tool: smoothing. 

• Smoothing recognizes the long-term nature of investment. 

Smoothing 1990-1994 
• Average returns 

FY Return X 200/o 
1990 825 1.65 • Rolling 5-year period 
1991 827 1.65 
1992 13.65 2..73 
1993 15.40 3.oe 

• 20% of each year's return 

1994 1.57 0.31 
Smoothed 1994 return= 9.42 

,, 
• Notice the poor return in 1994 
• With smoothing, our 1994 return is 9.42°/o 

Smoothing 1997-2001 I 
FY Return I X 2.0% I 

1997 19.29 l 3-86! 
1998 14.05 i 2.81 ! 
1999· 11.06 I 221 I 
2000 11.63 l 2.33 l 

200101 -0.95 I -0.19 ! I 
i Smoothed 2001 return = 11..o2 l 

*Hypothetical based on 01 return. 

-
• Past few years are pretty good 
• FY01 got off to a p00f" start 
• What if 2001 return was -0..95%? 
,. Smoothed 2001 return is 11 _Q2°k 

~ 

~ 
)> 
0 :c 
~ 
m z 
~ 
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IESIIMOISY ON 1102 

FEBRUARY 1, 2001 

Mr. Chairman nnd members 'lf the committee, my nmnc is Tom Tupn and lam here representing 

the ND Retired Tenchers AssociRtion. ND RTA is nn orgunization of nlmost 2900 retired 

tcnchcrn •· most living in communities scattered throughou1 ND. We nrc here supporting HB 

1102 with u minor exception which I will mt.~ntion n bit later. 

We like the multiplier going from 1. 88 to 2.00% for all future retirees. The 2.0 multiplier has 

been n long term gonl of the TFFR board and we strongly support that provision of the bill. 

We also Jike, and strongly support, the ad hoc retiree adjustment of $2 for every yenr a retiree 

spent teaching plus the $1 adjustment for every year since retirement. This will give a nice 

adjustment to retirees who have spent many ycE\rS dedicating their careers to· teaching ND 

students, We cnn 1t thank them enough. Tcnchcrs who taught 30 years and h~ve been retired for 

10, would receive, under this formula, a $70 dollar per month adjustment. 

Mr. Chairman and members of the committee, the one part of the bill where we have a slight 

disagreement, is the automatic percentage adjustment of ,75% starting on line 23. The RTA has 

always asked for adjustments but, the request has never been in the form of an automatic COLA. 

Our organization has supported ad hoc adjustments based on fund performance and avail!lble 

margins. Over the past 20 years there have been a number of different formulas to adjust the 

retirement annulty, But they generally reflected the fund performance and margin. In fact in 

some years ( J 995), the retirees went without an adjustment because of insufl1cient margins. 

(See attach #1 for history of retiree adjustments.) Our members accepted that with the idea of 

mak;ng up the Joss when margins improved. 

There arc almost 5000 retired teachers in ND, The median retired teacher benefit (where half 

the number is above the line and half below the line) is about $800. In other words. almost 2500 



retirees get Joss than $800 per month or $9600 per year. And, some of the curly retirees were not 

even covered by social se~urity, leaving them with only their teacher retirement ns income. /\ 

.75% adjustment doesn't do much for ti· csc retirees but, nn increase in the! 2 + l formula could 

be more beneficial. Of al1 the retirees, nbout 4000 of them foll below$ I 500 per month in 

retirement. Attachment #2 shows the brenkdown of retirees and the levels of benefits. 

1 want it to be very clear, Mr. Chninnnn and members of the committee, that the RT A ngrccs 

with using the money set uside for the .75% COLA. However, we would like to sec the money 

in the form of nn added amount to the 2 + 1 formula or, better yet, given to a prcfundcd health 

care plan for retired and future retired teachers. We have fought (unsuccessfully, I might add) 

for n plan like this for many years. Could we give a dolh,r or two a month credit for each year or 
service to a prefunded hculth plan? Or, could we go from the 2 + I tc> a 3 + 2 formula which 

would also help pay the cost of health insurnncc? 

Committee members, the money has been calculated into the bill und we think it should be used, 

but not necessarily as an automatic percentage increase. At its recent convention in Fargo. the 

ND RTA passed a resolution supporting the 2% multiplier, the ad hoc 2 + 1 formuln, and a 

monthly credit toward health insurnnce premiums. 

From our ~rspectivc, if the money from the .75 % COLA could be applied to prefunded health 

premiums, we would achieve a long time goal of our organization. In addition, it W0\1ld assist, 

greatly, those who have given so much to educating our ND children. 

Mr. Chairman and members of the committee, we support HB 1102, but we could support it 

more strongly with some modification. 



ruty_ 1 

1981 

l90-: 

!935 

;987 

i969 

1991 

,993 

1995 

1997 

ls-99 

HISTORY OF TFFR A ~=!ENT PLAN m.,PROVEMENTS 

?l~n Improvements Benefit FQffi"i~. Re:ired ~~ bcrease 

Ea:ly retire:.,1=n: ag . ., r,:r!,:c.-::d to 2:;e 55 
• Eligicility k,: d;s<::'i:ii!:!y tJ,::n<::hrs re,J:rci:,~: :;c:n 15 'J~ars to ,0 

y~rs c~~ ~e~.~c-:; t:: ;~c:1t. D2~c!i 

.. Rure ot S;J· {;:::],? ~ ~-=r·.:~C•~ ~ ~(-1) i!: :--;.,r.L~'/r ;!_ 

Ernp[8:y .. :::r pa·;-'.-:-,~:-:! e,~ :-!"',€:r.t!:!er ~~~r~1::r':",.;:•:~:s ~ cr:c·::r:.C. 
SchocI C2y f~;- TFFR. putp·O!,';~S s~t :-!! .:: fi:._;iy ~:Jt!!"S . 

r!OCHA:,!GE 

r:!i~: . .;•--~:-c;e Sc!2!"'/ {f'.;._s) 
:.:?"l:.:;~:?--::~ :-.~ ;-.iQ~ 3 y~rs c! cc.re,.=....,;_ 
f: ~!Ir!.~' ~:--;.=r~W to l .~~:;_ 
(F-~S X 1 _c5:.; X yecrs cf ::-..E::--.'!~e} 

:(0 l\:Cr.E::.SE 

'i5~..; ::-~:E;-~,e !:-.: ,.::...-:-;-~~~ ~~---£~:: ~:~ ~:.: --•-
\!!2,~~:1'""rL~ c• ~,,.:~':-:-:,::)r,!~~\ 

~~ca~t 
l:"' .. cr.:==..~~ 

~..'._-:-- 7t:: 

I -.-~ 
Pa:-tial retire~--~nt ~~ssi!Jic: ::t ~ge: C2_ 

• Dual merr,!Jc:--S:-.ip fer ~.:Esting of Lt.:r-.~:~i.S ~Oi rr,or.=:-ers t;:idi;:­

TFFR .. PERS. 2nd t-!!gh~":Cy ?c:!:-c~ ~~!~:rt-:71+..:~.! S:,::::c:-n_ 

• EHgib~~1ty for ci~~tlt1~ tc-:ief~ts c~, t-:;~d ~:. ~nc!~-de 2.~!:-,:i= 

members after corr-,;i:e:ir .. J 0 .. e year ct se:-.-i(:;:- :n Nc~h 
Dakota. 

• Disabilit_y b2nef:t impro•..,€:-C 
• ~vesting for re:t!rt=ment benc!:ts rt?-t~cr:d !:'c,~ ~ Q ~G 5 ye-crs. 

• "Pop-Up" to sfng,e ,ife ;;.nn~i!y !Gr J::,;:it & S:.zr,'!V::.:r c;:;tic:'!S 
when cfesisr.c~e~ b-ene::,ciarf pr12ce::!Es r..c:;-:ber in c:~:.'1. 

• Leve! income v:ith Soc~r Seceri~:,• .:pp,u:E:d. 
• "Rule of es· replaced the "P.u!e of sn: 
• Employer and Employee Ccntrlbcitic-''.i ir.cr6a5b'.l from 

6.25% to 6.75% •. 

• Eligibility for pa:--i.ia! re!iremen! reo~.:ed fre;:n age 62 to 55. 
• Provisions for rnilitary service credit under Veterans· 

Reemployment Rights Act (VARA) ,dded. 

• Disabif:ty rEti,emertt fo;mula chc:ngsd to coincide wiL'l 
retirement forrr.u:a. 

• Ailo\·.: memtP-:-s to ro::o•✓er r;:-l ... -nds frar.i TrFR to IRA or 
qualified p!an.. 

• lncreas.e moe=:r,t.-er and emp~oyer co=-1t:i:it:!\o:, rate to 7_75c~ 
each_ 

• Allow rcllo\'ers to pt.'Tchc;.se ser..ice cred:L 
• Change retum to teach provisions. 
• Expand TFFR Board to 7 rnembBrs. 

• Ves!iny and eligibility for benefi:s red:..:cec fro:n 5 to 3 years 
• Early retiremer.t r':;(!uction cha'1ged from age 65 to earlier c! 

age 65 or Rule of es. 
• Purchase of service credit provi:;io:-is modified; ,ir time a:.d 
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/ ND Retirement and Investment Office - Statistical Section 

SCHEDULE OF RETIRE!=S 
BY BENEFIT AMOUNT ,-·----Monthly Benefit 

Amount 1993 1994 1995 1996 1997 1998 1999 2000 I Under 5100 55 46 55 57 64 43 44 27 
100 to 199 404 227 237 241 2~7 166 174 119 
200 to 299 701 468 465 459 452 421 411 298 
300 to 399 1,007 615 613 586 568 508 493 371 
400 to 499 426 854 807 775 727 693 651 435 

500 to 599 278 389 374 367 350 378 356 562 
600 to 699 230 265 257 250 236 258 245 332 
700 to 799 185 242 236 238 241 234 232 232 

~~ 800 to 899 182 189 202 214 221 231 235 235 
900 to 999 172 177 187 ?O,.. ._ ~ 217 245 247 262 

~ 
1,000 to 1, 199 218 320 338 357 365 394 410 459 

-
1,200 to 1 ,399 133 256 289 357 : 221 279 349 405 -

1,400 to 1,599 84 131 159 185 189 230 'El 343 - . 

I 1,600 to 1,799 40 81 101 109 110 160 166 225 
1,800 to 1,999 25 47 57 63 cl 94 100 164 ' 
2,000 & Over 39 76 89 118 119 181 210 358 I :l=> 
TOTAL 4.179 4.348 4,433 4,503 4.462 4,585 4568 4.827 I ± . p 
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TESTIMONY ON HD 1102 ON BEHALF 
OF THE NORTH DAKOTA CC)UNCIL OF 

E.DUCA'"flONAL LEADERS 

Mr. Chairman and members of the Committee, my name is Lurry Klundt and I 

am the Executive Director of the North Dakota Council of Educational Leaders 

(NDCEL). The NDCEL is an umbrella association made up of superintendents, 

elementary and secondary principals, county superintendents, vocational and special 

education directors, activities and technology directors and school business officials. 

We are here in support of HB 1102. 

' .. 

We believe that this bill is good for North Dakota, as it will help school districts 

attract and retain teachers. First, it will increase the fonnuJa multiplier to 2.0, which 

has been the goal of the TFFR Board for several years, This should result in 60 °Ii> of 

salary for teachers when they retire after 30 years or more of teaching. Second, this bill 

will provide for a benefit adjustment for teachers during the years that they are retired. 

Third, the bill provides for a dollar increase for those teachers who are already retired, 

The really nice thing about these provisions is that they af'e all paid for by the margin of 

the fund. Schoo] districts and teachers will not have to contribute any money to make 

this work. 

As I stated earlier, this is a recruitment and retention bill because it increases 

benefits for those who are currently teachers and for those that we would like to recruit 

into the profession in North Dakota. The NDCEL requests that you act favorably on 

this bill and give it a Do Pass. Thank you for your hard work on behalf of the people of 

North Dakota. I will be happy to answer any questions if I can. 



Testimony on House Bill No. 1102 
by Barbara Gibbons Evanson 

Teachers' Fund/or Retirement Board Trustee 
Representing Active Teachers 

Good moming Chairman Klein and members of the Government and Veterans 

Affairs Committee. My name is Barbara Evanson. I serve as a Trustee on the 

Teachers' Fund for Retirement Board representing active teachers. I also serve on 

the Be,neflts Services Committee for the TFFR Bo~rd. This is my twenty-fourth year as a 

North Dakota teacher and my sixth year as a Trustee. I am testifying in support of 

HB1102. 

• 1 his bill celebrates the actuarial ability to provide future retirees with a benefit 

multiplier of 2. 00%. 

• This bill begins to protect the purchasing power of present and 

future retirees with the mode~t annual fixed rate 0.75% retiree benefit adjustment that 

recognizes allocating benefits on the basis of salaries earned while permitting a reliable 

prediction of plan costs by the actuary, This tends to favor recent, and future retirees, 

• This bill provides an ad hoc retiree increase. The $2 multiplied by the member's 

years of service credit plus $1 multiplied by the number of years since the member's 

retirement does favor the lower income levels who have been retired the longest. 

The ben..,fit adju!ltments In thJs bill meet the strict criteria set before us using a 

conservative and prudent appro•cb in determining the actuarial margin. The bill 
i 

also addresses tbe need• of tutur'e retirees, recent retlrca and those who have been 

retired tor • number of yean. 
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ND Retirement and Investment Office 

Teachers' Fund for Retiremenl 
State l11vestme11t Board 

Steve Cochran~, CF1-. 
Executive Director 

February 7, 2001 

Honorable Matthew Klein, Chairman 
Govemment and Veterans Affairs Committee 
ND House of Representatives 
600 East Boulevard 
Bismarck, ND 58506 

SUBJECT: HB 1'102 

Dear Representative Kleln: 

Fuy Kopp 
Deputy Executive Director 

1930 Bumi Boal Drive 
P.O. Col 7100 

Bismarck, ND 58507-7100 
Telephone 701-328-9885 

ND Toll Free 800-952-2970 
Rcluy ND 800-366-6888 

Fu.". 701-328-9897 
www.stutc.nd.us/rio 

Enclosed is the additional Information your Committee requested relating to HB 1102. 
A number of qtJestlons came up during the public hearing that, due to time constraints, 
were not answetod In their entirety. Therefore, I am Including some follow-up 
comments and Information as well. 

1) The Committee requested cost information relatlng to various options for 
using available actuarial margin for TFFR benefit Improvements. 

Watson Wyatt, the Fund's actuarial consultant, prepared Att~chment A to compare 
c;osts for alternative proposals. Additional detailed worksheets were also developed by 
Watson Wyatt on each proposal and can be provided at your request. 

• Option 1 • Current provisions In HB 1102 
2.00%, multlplfer, $2/$1 retiree adhoc increase, 
0. 7'5% automatic retiree adjustment (both current and future retirees) 

• Option 2 .. Convert retiree share of margin to adhoc $ Increase 
(2a) 2.15°10 multlplfer, $3,50/$1.75 retiree adhoc Increase 
(2b) 2.00% multlpller, $3.50/$1.75 retiree adhoo Increase, 

O. 75°10 automatic retiree adjustment (future retirees only) 

• Option 3 - Convert retiree share of margin to prefunded retiree health program 
(3a) 2.15% multiplier, $2/$·1 retiree adhoc Increase, $2 prefunded retiree hgalth 

(current retirees only) 
(3b) 2.00°10 multfpUer, $2/$1 retiree adhoo Increase, 0.75% automatic retiree 

adjustment (future retirees only), $2 prefunded retiree health (current retirees) 
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Also, as you requested, Attachment B shows a 10--year summary of actuarial 
information based on TFFR Annual Valuation Reports (Exocutive Summary) conducted 
by Watson Wyatt. 

2) How is the actuarial margin divided? 

It has been a longstanding TFFR Board policy that tht1 division of the benefit 
Improvements (as measu:·-ad by margin available) is approximately proportional to the 
number of members In each group. For example (as of the 7'/1/2000 valuation). there 
were 4,827 retired members and beneficiaries, 10,025 active members, and 1, 130 
vested inactive members, for a total of 15,982 members. 

4,827 / 15,982 = 30% retired members share 
11,155 / 15,982 = 70% nonretired members share 

3) What Is a comfortable amount of margin that should be l1eft after granting a 
benefit improvement? 

The TFFR Board Is very comfortable leaving 0.39% margin. This is .a 1tually more than 
has been left In the past five legislative sessirms after a benefit lmprow~ment has been 
granted. Attachment C Illustrates the amount of margin available based on the annual 
actuarial valuation (expressed as a % of payroll), amount of margin the proposed 
legislation was expected to use, and margin remaining after the legislation was 
approved. 

4) What assurance Is there that the Fund can afford a guaranteed a111nual retiree 
Increase in the future? 

According to the Fund's actuarial consultants, TFFR starts out as a well f'unded and 
flnanclally sound plan well able to withstand anticipated ups atid downs In th\~ flnanolal 
markets. The fund Is well diversified In Its asset allocation, employs managers with 
high expertise In managing their asset cletsses, and uses conservative investment 
accounting practices. The fund uses 11smo()thed11 returns, which averages highs and 
lows and provides a cushion against future d()Wntums In the market. 

A comprehensive study of leglsla11ve proposals affecting retirement programs by th~ 
Legislative Council's Employee Benefits Programs Committee provides another 
measure of assurance that rne proposal Is flnanclally sound. As part of Its study, each 
year the Fund's actuary preser,ts the .1nnual valuation of TFFR to the Committee. Thk~ 
year, Watson Wyatt attended an additional Committee meeting to provide the cost 
analysis and dlsouss proposed legislation. 

As evidenced by the e.otuarlal analy1sls and the Committee's favorable 
recommendation, the fund Is 1n excellent flnar,olal condition for developlnp an automatic 
annual retiree Increase. However, Including an additional 11safety" provision Is certainly 
an option the Legislature could consider. Granting an automatic annual retiree benefit 

2 
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improvement could be conditioned upon a specified actuarial test. Since the legislative 
oversight committee and the TFFR Board regularly review and monitor the actuarial 
status of TFFR, the Board could suspend future benefit improvements if actuarial tests 
indicate the need. 

5) What are current TFFR retirement plan contribution rates? 

Employe~ Employer 

ND TFFR 
National average 

7.75% 
6.81% 

7.75% 
9.63% (2000 PPCC Survey) 

As you can see, ND teachers pay a higher than average contribution rate, and school 
districts pay a lower than average rate. 

6) Have teachers ever been polled about the possibility of paying a higher 
retirement contribution rate? 

Prior to the 1997 legislative session, teachers and employers were Informally surveyed 
by their respective member organizations (NDEA, NDCEL, NDSBA) about Increasing 
contribution rates. At that time, members and school boards already recognized the 
need to make NDTFFR more competitive with other states, and overwhelmingly 
supported a contributloll rate Increase. Consequently, in 1997, the statutory employee 
and employer contribution rate Increased from 6.75% to 7.75%. This increase Infused 
addltlonal funds Into the retirement system to more quickly meet Board goals and make 
the retirement plan more competitive. 

7) Should the retiree increase be based on a fixed amount Instead of a fixed 
percentage? 

Undoubtedly, the TFFA retired membership Is a very diverse group. Retirees' benefits 
vary considerably depending upon the teachers' age, service credit, salary, retirement 
formula and benefit option selected at retirement. 

As evidenced by the retiree benefit Improvements proposed by the TFFR Board and 
granted by the Legislature In the past 20 years, the Board has always been very 
sensitive to the needs of teachers who have been retired the longest. There Is no 
doubt that that this group hlstortoally has suffered the greatest purchasing power 
losses. However, recent and future retirees are also entitled to a fair share of benefit 
protection from the Impact of Inflation, especially since they have paid In a higher than 
average contribution rate to fund their retirement plan. 

Because there Is additional margin available this year, In addition to the ad hoc $2/$1 
fixed amount retlrae Increase, HB 1102 also Includes a o. 75% fixed rate annual 
Increase for both current and future retirees, The Board believes that the combined 
approach provided for In HB 1102 best serves the needs of BOTH current and future 
retirees. 



A fixed percentage Is a very common stf\ndard for granting salary adjustments for 
active employees and pension adjustments for retired employees. Most public pension 
plans around the country use a percentage factor (Including NDPERS). In fact, 
according to the most recent National Retired Teachers Association (NATA) survey, 
only one other state besides North Dakota uses a fixed dollar amount formula only. All 
other states use a percentage factor, with some of those states using a percentage 
approach in combination with a fixed dollar approach. 

The TFFR Board believes the fixed dollar amount is a good approach. The Board also 
believes the fixed percentage Is a good approach. Both methods can and should be 
used together to effectively provide for the retirement needs of all ND teachers. 

8) If a TFFR retiree health Insurance credit program was developed (similar to 
NDPERS), how would a retiree who selects a health insuranc~ provider other 
than NDPERS be affected? 

The retiree health care credit program proposal considered In past legislative sessions 
provides a supplement to assist TFFR retirees In making premium payments under the 
NDPERS plan. Only TFFR retirees participating in the NDPERS program would 
receive the credit. Retirees whose health Insurance Is provided from any other source 
would not receive the credit. Because teachers are not normally members of the 
NDPERS health Insurance program, imposing a requirement that retirees elect this 
Insurance may result In many members losing the credit because they prefer to remain 
with their current provider. 

It Is estimated that less than 1,000 active teachers are covered under the NDPERS 
group Insurance plan. According to TFFR records, only about 550 retJrees are enrolled 
In the NDPERS health Insurance plan. Also, a survey conducted by the TFFR Board In 
1998 revealed that approximately 50% of the retirees who responded were not sure If 
they would leave their current Insurance carrier to join the state plan, even with a 
retiree health credit program. About 16% said they would participate In the proposal, 
and 30% said they would not. 

Because all active and retired members would not benefit from such a retiree health 
credit proposal, the TFFR Board supports using the actuarial margin to fund the 
mulUpller Increase as well as adhoc and automatic benefit Increases to provide Income 
protection and assist ALL retirees In accessing affordable health Insurance. 

9) Why did the state transfer $14.5 mllllon dollars to TFFR? 

According to TFFR records and the legislative history surrounding the transfer made by 
the 1977 Legislative Assembly, the reason for the transfer was because of the 
Increasing unfut1ded liability and decreasing solvency of the fund. That condition was 
brought about by a series of benefit Increases that were given to retlrpe~ without 
funding the oost. ~eneflt Increases r~sult In Increased cost to a retirement plan. If the 
rising costs are no,1 funded by Increasing contribution rates, appropriation of general 
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fund dollars, or paid from actuarial margins created by positive plan growth, then the 
unfunded liability increases. This Is what happened to TFFR between 1965 and 1975. 
Legislative committee minutes show that committee members rejected the 
recommendations of the Fund valuation reports and accepted Information from 
constituents who assumed the Fund could tolerate benefit increases without 
jeopardizing its solvency. 

That is not the case with HB 1102, or any benefit increases that have been approved 
by the Legislature since 1977. Costs for benefit adjustments in the past 20+ years 
have been funded by contribution rate increases and/or actuarial margins In much the 
same way as HB 1102 is structured. 

A legislative oversight committee was also established In 1976~77 to ensure that 
difficulties experienced In earlier legislative sessions resulting from inadequate prior 
study of the actuarial impact of proposed legislative changes in the retirement 
programs would not re-occur. As you know, this committee reviewed HB 1102 and 
gave the bill a unanimous favorable recommendation. 

Summary 

As you can see, the TFFR Board's goals and legislative proposals reflect long term 
Improvements to fundamental retirement plan benefits in order to be competitive, rather 
than short term Improvements to provide additional benefits to any specific active or 
retired group within the retirement plan membership. 

Again, thank you for the opportunity to provide your Committee with this Information. If 
you have any questions, or would like me to be available to work with the Committee 
on proposals relating to TFFR, please contact me at 328~9895. 

SI~/?{~ 
Fay Kopp, CAA 
Deputy Executive Director 
and ReUroment Officer 

o: TFFR Board 

Attachments A • Watson Wyatt Cost Impact of HB 1102 Altematlves 
B • Watson Wyatt Aotuarlal Valuation Reports - 10 yr, summary 
C • History of Margin Used on Leglslatlve Proposals - 10 yr, summary 
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North Dakota Teachers' Fund for Retirement 

Cost Impact of HB 1102 
Alternatives 

}le:.r,c..,2-

Option I (2.00•/4 Option 2b (2.00% 

Multiplier. S2/Sl Multiplier, 
Retiree Ad Boe Option 2a (2.15% Sl.50/Sl.7S 

lu~0.75% Multiplier, Retiree Ad Hoc 

Iuitfal Valuation Aatomatic COLA SJ.S0/Sl.75 Increase, 0.7S% 
(No Cmnges fa (or Botfl Current ( Retfr-tt Ad Hoc Automatic COLA 

Carnat~ and Future Incras~ No for Futorc 

Provisions) Retirees) Aatomatlc COLA) R~fin~ O::!y} 

(Z) (3} (4} (S} 

9.32% 10.81% 10.87% I0.8to/. 

s {20.6) s 148..9 s 147.0 s 142.1 

1.47% 7.36% 7.37% 7.17% 

6.28% 0.39% 0.38% 0.58°/o 

s s.& s 25.0 s 25.1 s 24.4 
-

0.00% 5.89% S..90% 5...70&/4 

s - s 20.0 s 20.1 s 19.4 

101.6% 89.8% 89..9% 90.1% 

- 16.6 16.6 15.I 
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R~tirccs only) Retin~cs only} 
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10.87% J0.81°/4 

s 1495 s ~44.6 

7.34% 7.14°/4 
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NDTFFP. Annual V~uation by Watson Wyatt 

10 year- Executive Summary Report 

ITEM 2000 1999 1998 1997 1996 1995 1994 1993 t992 tlS'I 
:we.a:: t&w> 

Nu:nbsd 
-~llemtlers 10.02.5 t0.0-l6 9.896 tC.OlCi 9.~ 9,663 9.653 9.808 9.707 9.51'9 
~..C:611186c:ia.es CJ!fZT 4.568 .C..585 4.462 4.503 4,433 4,348 4,179 4.189 4,181 
~V.-cf t.t:;o 1.()69 t.048 ~.006 l.OOC 971 944 914 880 863, 
~Norl,&-,lj 209 250 252 245 235, 248 208 239 398 701 
-Talal 16.t9l 15,933 1s.nn 15.~ 15.535 15.315 15.153 15.140 15.174 15.334 
~ ~OITMllian $3t4_6 million $298_4milfion $ 294. t million $281.2 million $268.7 milr,on $262.4 mimon $260.4 milfion $250.9 million ~1 milfion 

STJli'UtOR't'~ RAlE 
Etnplor,er 7_7S"k 7-75% 7_?5%, 7-75% 6-75% 6.75'1,, 6-75% 6-75% 6-75% 6.75% 
Member 7.75%. 7.75% 7_75"4. 7-75"!,, 6..75%. 6-75%. !:_"':,%, 6..75%. 6.75%. 6..75%. 

ASSE1S 

Mate'!-- $? .405.2 million $t,262.6 m;!lion Sl. 133.5 million St.001_1 million S8C7.3 milr,on $736_0 m,mon $649-3million $642.4 million $556_1 mil!",on $490. 4 million 
kll.-iat ..... Sl ..308.S m,11',on Sl.053.tmilfion 928.0million 823.4 milfion 733.3 millio<t $661.2 mirr10tt $606.8 milrion S567 .2 miaiorl $519.S. mit!ion $&82.9millio,-t ~on_._,_. t1_6'%, tt-5.,., 13.2"!,, 18.5%. 15.6%. t:!_6'% t-2% 1.t.68% 12.39% 7St"ll. 
Raumon aauanar vabt 13.3%, t3.S'Jt.. 12.6%. 12.6% tl.3"4 9.1%. 7.0% 8.08%. 
Emclla,er~ $25.Smi!lion S24.3 million S23.3 million $19.7 milf1CJ11 $19.0 mi!',ion $18.3 milT,on $t7.8milf,on Sff5 million $17.0 million $t5.9mllT,on 
&lamalc:aShtlow~ (0.3'.) (O.t%l_ 0.0% (0.3%} (04"4} 

ACn..:~~TION 
Namalecs:'Y. 9.~ 982'l:, 924% 924%. 8.1591 .. 8.15%. 7.72% 7.64%. 6.94%. 8-~%. 
~ar;f:.,arial~ 

liarJiity (UAAl.) ($20.6) ...,;Ilion St35_3 million StOS. t milrion St53.6 millioo Sf18_3 milf,a, $138.6 milroon StST.4 mmiOn St59.8 million $96. l million 5132. 1 million 

F"'1dadtall0 101.~ 88.6'; 89.8% 84.3'. 86.T% 82-7% 73.~o/o 78.0%. 84.4% 78.5% 
Funclillgpenc>C Oyears tO.Syear:s 6.9'z'!ars 123years ~:2years 15.9 vea:s 1ll.3yea<s 18.7 years 7.2years 192years 

BENCHIM,;;K CONTRi8lffiON 
20-yem'!ullding,319 t.<7"!,, 6.09% 4_7So/,, 6.37o/o 5.33% 6.21% 6.42% 6.37% 3.55% 6.31% 

~ 6_-28% 1.66% 2.97% T~ t.42% 0.54% 0.33% 0.38% 3~ 0.4'"4 

~CISSES} 

~~IIMO! 555.Smillion 550.7 milfl()'1 537.6 nnliion S33. 6 million $21.9 m1ir100 S6.9m,1r,on S{S.S) milfl()l'l $ 0.4million $ {6.5) m:llion Sl7.0million 

lJatlllic)' e,,oetMWOC& {5.9)mlllion {12.9) minion 3.7mi!rion 1-7milf,on can muf,on 6.5 m,tr10n 5.1 milT,on 0.9milrton 10.7milf,on {15.1) million 

~Wltdla'lgl!S NIA (80.6) milf,on NIA S{77.8} million NIA NIA NIA. (75.0) minion NIA. {56.0j million 

Assumpeo,~,;t,anges 96.t mdlion NIA NIA NIA NI~ 2.5 million NIA Nit,. 2S.3mill,or, NIA 

Total $l44 8 miffion S{~S}milflOM S4 t _3 milli()n $( 42.S} miJr,on Sl5.2mijrton s15_9 milf,on S{0.4) million S(73.7} mitlion 532-5 mil!iOn $(54.1) mil!;on 

• Eldl!maf c:ash9!,-not ~ in E,oeaJZive Scifflmatyreports t991-95 
- RebnOft aatJarial "8iue ~~in Execulive Summary rl!P(l(t l99l-92 



NOTES: 

ATTACHMENT C 

NORTH DAKOTA TEACHERS' FUND FOR RETIREMENT 
TFFR Margin History 

IO ycur Summary 

FISCAL YEAR .Y.ALUATION (I) CHANGE (2) AFllIB....LlJ ,. 

(I) Vnluntlon -· ls the nutrgln ns or !Ill' dntc of the 1111nu11I vnlu1111ot1 whh:h ls 11s of' July J of cuch ycur 
(I.e. 1991-92 would be July I 1 1991 ), 

(2) Change - Is thr cstlmuted 1wtunrh1I cost of lcBislntlvc chungcs considered during that session. 

(3) After - Is the projected rcmnlning mnrgln af'lcr pror,oscd legislative chuntzcs, 

(4) Employee and cmphycr co111rlb111ion rutcs lncrcused I 1r'o from 6.7:Wo to 7,7:;%. cndt 

(5) f>roposcd lcglslutlon to lncrcnsc the 111ultlpllor nnd 1mwldc n retiree benefit inrn.•asc om I I 02). 



ND Retirement and Investment Office 
Teachers' Fund for Retlreme11t 

Swte l11vestme11t Board 

February 8, 2001 

Steve Cochrane, CPA 
Executive Director 

Honorable Matthew Klein, Chairman 
Government and Veterans Affairs Committee 
ND House of Representatives 
600 East Boulevard 
Bismarck, ND 58505 

SUBJECT: TFFR BOARD CONSIDERATION OF 

Fay Kopp 
Deputy Executive Director 

ALTERNATIVE PROPOSALS FOR HB 1102 

Dear ReprPsentatlve Klein: 

1930 Burnt Boal Drive 
P.O. Uox 7100 

Hismurck, NO 58507-7100 
Telephone 70 l ,328-9885 

NO Toll Pree 800,952-2970 
R.cluy ND 800-366,6888 

Fax 701-328-9897 
www.stntc.nd.us/rio 

The TFFR Board met this morning to review the actuarial cost analysis of Alternative 
proposals to HB 1102 which your Committee requested at the hearing on February 1. The 
Board continues to belleve that the provisions outlined in HB 1102 best serve the needs of 
both current and future retirees. However, since your Committee Is considering other 
alternatives, the Board asked that additional Information be shared with you, 

To assist the TFFR Board In analyzing the Impact HB 1102 would have on current retirees, 
the anclosed Information was developed. Attachment 1 Is an Analysis of Retiree Benefit 
Increases granted In the past. Attachment 2 Includes an Analysis of HB 1102 - Proposed 
Options 1 and 2. After review, the Board Indicated that should HB 1102 not be approved In 
Its current form, they would prefer to Include the benefit Improvements provided for In Option 
2a from the Watson Wyatt analysis (Attachment A from Feb. 7 letter). That option provides 
for a 2.16% mulUpller for nonretlred members and $3.50/$1,75 adhoc adjustment for retired 
memberr Representatives from groups rt:3prasentlng both active and retired teachers also 
Indicated the~, nould support the provisions In Option 2a. 

I would be happy to meot with your Committee to review this Information. Please contact 
me If I oan be of any assistance as you cor.tlr 1ue your study of HB 1102. 

Since rely, 

~;~ 
Fay Kopp, ORA 
Deputy Executive Director 
and Retirement Offloer 

o: TFFR Board 

Attachment. 1 - Analysls of Retiree Benefit Increases 
Attachment 2 - Analysis of HB 1102 - Proposed Options 1 and 2 



ATTACHMENT 1 

Analysis of Retiree Benefit Increases 

.It Group Data 

ODtlon Grouo 
Annuitants DlsabUlty Continued Total% Annual 0/o 

Annuitants Annuitants Grand Total Increase Increase 
Less than $400 Count of SSN 740 7 55 802 

Average of Beginning Benefit 114 271 191 119 
Average of Current Benefit 275 346 302 277 
AveraQe of Benefit Increase 161 75 108 168 133% 7.6% 

$400 thru $799 Count of SSN 1,215 28 237 1.480 
Average of Beginning Benefit 286 546 257 288 
Average of Current Benefit 575 618 557 573 
Averaoe of Benefit Increase 287 72 312 285 99% 4.7% 

$800 thru $1,199 Count of SSN 840 27 87 954 
Average of Beginning Benefit n1 900 806 na 
Avernge of Current Benefit 995 961 992 994 
Averaae of Benefit Increase 225 61 193 216 28% 2.5% 

$1,200 thru $1,599 Count of SSN 709 6 45 760 
Average of Beginning Benefit 1,227 11291 1i114 11222 
Average of Current Benefit 1,389 11325 1,368 1,387 
Averaae of Bensflt Increase 161 '34 252 165 14% 1.7% -$1,600 thru $1,999 Count of SSN 397 9 406 
Average of Beginning Benefit 1,658 1,528 1,654 

• Average of Current Benefit 1,781 1,720 1,780 
Averaae of Benefit Increase 117 192 1~6 8% 1.4% 

$2,000 or more Count of SSN 382 5 387 
Average of Beginning Benefit 2,384 2,355 2,383 
Average of Current Benefit 2.474 2.478 2A87 
Averaae of Benefit Increase 9'i 122 104 4% 1.2% 

.ounlofSSN 4,283 68 438 4,789 
veraae of Beolnnlna Benefit 821 724 496 791 . - . 

Total Averaae of Current Boneflt 1.023 789 740 994 
Total Averace of Benefit Increase 202 65 244 203 26% 1~ 

2 • 2001 



Analysis of HB1102,· Proposed Options 1 and 2 
Impact t,n Current TFFR Retirees r -... 

Octlon Grouc 
Annuitants Dlsabflity Continued 

eneflt Group Data Annuitants Annuitants 
Less than $400 Count of SSN 740 7 55 

Average of Current Benefit 275 346 302 
Aver.age of Years Retired 18 8 18 

Average of Credit Years 14 6 20 
Average of Age n 58 66 

$400 thru $799 Count of SSN 1,215 28 237 
Average of Current Benefit 575 618 557 
Average of Years Rotlred 21 6 25 
Average of Credit Years 26 12 30 
Averaoe of Aoe 82 54 77 

$800 thtu $1,199 Count of SSN 840 27 87 
Average of Current Benefit 995 961 992 
Average of Years Retired 11 4 12 
Average of Credit Years 31 19 32 
AvE:raoe of Aae 73 55 67 

$1t200 thru $1,599 Count of SSN 709 6 45 
Average of Current Benefit 1,389 1,325 1,368 
Average of Years Retired 8 3 12 
Average of Credit Years 33 28 36 
Averaoe of Aoe 88 55 71 

$1,600 thru $1,999 Count of SSN 397 9 
Average of Current Benefit 1,781 1,720 . Average of Years Retired 5 9 
Average of Credit Years 34 37 
Averane of Aoe 64 68 

$2,000 or more Count of SSN 382 5 
Average of Current Benefit 2.487 2,482 
Average of Years Retired 4 6 
Average of Credit Years 35 35 
Averaae of Aoe 63 66 

Total Count of SSN 4,283 68 438 
Total Averaae of Current Benefit 1.023 789 740 
Total Averaae of Years Retired 13 5 20 
Total Averace of Credit Years 28 16 30 
Total Averaoe of Aoe 74 55 73 

.. 
I 

ATTACHMENT 2 

Grand Total 
802 
277 

18 
14 
76 

1,480 
573 

21 
27 
81 

954 
994 

·11 
31 
72 

760 
1,387 

8 
33 
68 

406 
1,i'80 

5 
34 
64 

387 
2.487 

4 
35 
63 

4,789 
994 

14 
28 
73 

2 • 2001 



1102 • Current Provl1lon1 • Option 1 

ptlons: 
Ad Hoo @ $2/$1 every 2 yea~ 
Auto % Adjustment - 0. 75% 2001 .. 2002, 1.25% 2003 .. 2004. 1.75% :2005-2006, 2% 2007-2020 
Margin available for future benefit Improvements 

Current Retiree 
Benefit $994.00 
Years of Service 28 
Years Retired 14 

Average Age 73 
Count 4,789 

Adhoc $ Retiree Automatic % Retiree New 
Year Adjustment Adjustment Benefit % Increase 

2001 $70.00 $7.46 $11071.46 7.79 
2002 - 8.04 1,079.50 0,75 . 

2003 72.00 13.49 1.164.99 7.92 
2004 .. 14.56 1,179.55 1.25 

74.00 20.64 1,274.19 8.02 
2008 - 22.30 1,296.49 1.75 
2007 76.00 25.93 1,398.42 7,86 
2008 .. 27.97 1.426.39 2,00 
2009 78.00 28.53 1,532.92 7.47 
2010 .. 30.68 1,563.58 2.00 
2011 80.00 31.27 1,674.85 7.12 
2012 • 33,50 1,708.35 2.00 
2013 82,00 34.17 1,824.52 6,80 
2014 • 36.49 1,M1,01 2.00 
2015 84.00 37.22 1,982.23 8.51 
2018 • 39,84 2,021.87 !t00 
2017 86.00 40.44 2,148.31 8.25 
2018 .. 42.97 2,191.28 2,00 
2019 88.00 43.83 2,323.11 6,02 
2020 .. 48.48 2,369.57 2,00 

Note: Estimated date of 2008 when average retiree benefit using combination auto ¾ and adhoo adjustment wlll 
surpass ad hoc only Increases for current retlreeR, 



' , 
' • 

New Proposal • Option 2 

ptlons: 
.Adhoc Increase $3.50/$1,75 In 2001 then $2/$1 every two years after 
Automatic adjustment per year - none 
Margin available for future plan Improvements 

Current Retiree 
Benefit $994.00 
Years of Service 28 
Years Retired 14 

Average Age 73 
Count 4,789 

Adhoc $ Retiree Automatic % Retiree 
Year Adjuetment Adjustment 

2001 $122.50 
2002 .. .. 
2003 72.00 
2004 .. .. 

74.G0 .. 
2008 - .. 
2007 76.00 .. 
2008 .. .. 
2009 78.00 .. 
2010 - • 

2011 80.00 -
2012 - -
2013 r)~ 00 .. 
2014 • 

2015 84.00 .. 
2016 .. . 
2017 88.00 .. 
2018 .. .. 
2019 88.00 .. 
2020 • • 

New 
Benefit 

$1, 116,50 
1,116.50 
1,188.50 
1,188.60 
1,262.50 
1,262.50 
1,338.60 
1,338.50 
1,416.50 
11416.S0 
1,498.50 
1,498.50 
1,578.50 
1,578.50 
1,682.50 
1,6e2.50 
1,748.50 
1,748.50 
1,836.50 
1,838.50 

% Increase 

12.32 
0 

6.45 
0 

6.23 
0 

6.02 
0 

5,83 
0 

S.65 
0 

5.48 
0 

5,32 
0 

5.17 
0 

6,03 
0 

Note: Estimated date of 2006 when average retiree benem using combination auto % and adhoo adjustment will 
surpass adhoo only Increases for current retirees, 



• 

HB1102 • Current Provlliona • Option 1 

Ae1umpt1on1: 
Ad Hoo O $2/11 In 2001 only 
Auto % AdJu1tm1nt - , 76% each year 
No margin avaUable for future plan Improvement, 

Current Retiree 
Benetlt $894.00 
Yeare of Service 28 
Y11re RetJred 14 

Average Age 73 
Count 4,788 

Automatic% 
Adhoo $ Retiree Retiree New 

Year Adjustment Adjustment Benefit 

2001 $70.00 $7.46 $1,071.46 
2002 .. 8.04 1,079.50 
2003 - 8.10 1,087.60 
2004 .. 8.16 1,095.76 
2005 - 8.22 1,103.98 
2006 .. 8.28 1,112.26 

- 8.34 1,120.60 
2008 - 8.40 1,129.00 
2009 .. 8.47 1,137.47 
2010 .. 8.53 1,146.00 
2011 .. 8.60 1,154.60 
2012 - 8.66 1,163.26 
2013 - 8.72 1,171.98 
2014 8.79 1,180.77 
2015 .. 8.86 1,189.63 
2016 .. 8.92 1,198.55 
2017 8.99 1,207.54 
2018 .. 9.06 1,216.60 
2019 9.12 1,225.72 
2020 9.19 1,234.91 

Note: Estimated date of 2007 when average retiree benefit using auto % only will 
surpass 2001 adhoc only Increase for current retirees. 

% Increase 

7.79 
0.75 
0.75 
0.75 
0.76 
0.76 
0.75 
0.75 
0.75 
0.75 
0.75 
0.75 
0.75 
0.75 
0.75 
0.75 
0.75 
0.75 
0.75 
0.75 



Ntw PropoHI • Option 2 

A11umptlon1: 
Adhoc Iner•••• $3,50/$1.78 In 2001 only 
AutomaUc 1dJu1tmtnt per year - non, 
No margin available for future plan Improvements 

Current Retire, 
Benefit $994.00 
v,ara of Service 28 
Yoara Retired 14 

Average Age 73 
Count 4,789 

Automatic% 
Adhoo $ Retiree Retiree New 

Year Adjustment Adjustment Benefit 

2001 $122,50 $0.00 $1,116.60 
2002 • . 1, 116.SO 
2003 .. - 1, 116.SO 
2004 ... - 1, 116.SO 
2005 .. - 1,116.50 
2008 - 1,116.60 

- - 1,116.50 
2008 • .. 1,116.50 
2009 .. • 1,116.50 
2010 .. .. 1,116,50 
2011 - 1, 116,50 
2012 . .. 1,116.50 
2013 - 1,116.50 
2014 .. 1,116.50 
2015 - - 1,116.50 
2016 - 1,116.50 
2017 1,116.50 
2018 - 1,116.50 
2019 1, 116,SO 
2020 1,116.50 

Note: Estimated date of 2007 when average retiree benefit using auto % only will 
surpass 2001 adhoc only Increase for current retirees. 

% Increase 

12.32 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
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TO: 

FROM: 

DATE: 

RE: 

ND Retirement and Investment Office 
Tead1ns •Fune/for Re1ireme111 

Srare bn·t1,w,w111 /Jmml 

Slevo Cochrum,, CPA 
Bxccutivc., Director 

ruy Kopp 
Deputy Bxc(.:Uliw Dirc~tor ______ _ 

MEMORANDUM 

REP. MATT KLEIN, CHAIRMAN 
HOUSE GOVERNMENT AND VETERANS AFFAIRS COMMITTEE 

FAY KOPP ~itp( 
FEBRUARY 16, 2001 

19.ln Uurnt lloul llmc 
PO lha ?IOO 

Hl\llli.lt.'l, NI> ~i..~07. 7 I 00 
Telephone 701, .\iH,lJIHI~ 

NI> Tol1 bee xoo.1J~~-~1no 
l{cla)' N{) !<()().JM,,h!IIO( 

Fu>. 701, ~2k, 1JM'J7 
www. ,1u1c.11d.11"/r1(1 

REP, KLEMIN'S REQUEST FOR ACTUARIAL COSTS ON ANOTHER 
VERSION OF HB 1102 

During discussion at the February 8th 0VA Committee meeting, Rep, Klemln requested 
actuarial coat Information on a proposal whloh would provide for a 2.00% multlpller and 
the balance of the margin to be used In the form of an ad hoo retiree benefit adjustment 
based on service credit and years retired. The requested cost analysis from Watson 
Wyatt Is attached. The retiree ad hoo adjustment would amount to $9.00 per year of 
service credit plus $4.60 per number of years retired. 

Should the Committee decide to consider this proposal In the form of an amendment to 
HB 1102, Watson Wyatt has Indicated they would have eddltlonal technical comments 
and concerns which they would like to express. 

If you have any questions, please contact me at 328-9895, Thank you, 

Enclosure 



North Dakota Teachers' Fund for Retirement 
Cost Impact of Proposed Variations to Retiree Ad Hoc Increase under HB 1182 

I 
HB1102u 

Originally Drafted 2.90% Mnlliplier, 
NoCbanv.m {2.00% Malaiplitt, $2.0WSLOO Retiree 

Currmt Benefit $1.ISl Retiree Ad Hoc Ad Hoc Increase Vaiatioa3-~ 
Provisions (Results Increase, 0..75% (Original Bill Muiai;;-Ec r, 

of June 30, 2000 AutomaticRebrft witbuut Autmnatic $9.G81$t.58 Rdiree 
Item Actuarial Valuation) Adjostmmt) RetineAdjust..atn!) Ad Hoc Iacn:ase 

(1) (2) (3) (4) (S) 

1. Nonnalcost 9.82~ 10.SJCI, 10.29% JG..29'1, 

2. Unfunded actuarial accrued liability (millions) $ {20.6) $ 148.9 $ 61-0 $ 175.l 

3. 20-year contribution rate I.47~ 7..36% 4.30% 7~ 

4. Margin 6.28% 8~ 3.4S'i, 8..1541; 

5. Expected employer contribution (millions) $ 5.0 $ 25.0 $ 14.6 $ 25.9 

6. Increase in 20-year contribution rat~ 0.00% 5.89% 2.83% 6..13~ 

7. Increase in expected employer contn"butioo (millions) $ - $ 20.9 $ 9..6 $ 283 

8. Funded ratio 10L&% 89.8% 95.S'¼ 88.l~ 
: 

t9. Funding period (years) 0.0 16.6 4..0 1&.7 

i:~1\5..'IOI\HB I 102_$9A.dffoc\Exhi1li1: 2/l4'01 ....---~ 



TO: 

FROM: 

DATE: 

RE: 

MEMORANDUM 

Rep. Matt Kleln, Chairman 
House Government and Veterans Affairs Committee 

Representative Bette Grande, Vloe Chairman 
House Government and Veterans Affairs Committee 

Fay Kopp, Deputy Executive Dlrectortfld/il1f· 

February 15, 2001 

Arizona State Retirement System (ASRS) 
Automatic Retiree Adjustment 

Rep. Grande requested verification of certain survey Information from the 
Natlonal Retired Teachers' Association (NATA) 2000 Survey. The NATA 
compilation of state teacher retirement systems and retiree Increases (automatic 
or ad hoc) shows that the Arizona State Retirement System (ASRS) has an 
automatic COLA. 

RIO staff contacted LeRoy GIibertson, ASAS Chlclf Execwive Officer/Chief 
Investment Officer, and confirmed their current approach to granting retiree 
benefit Increases, He stated beginning July 1, 2000, ASRS provides a 
permanent benefit Increase to retirees each year. Prlo1 to that time, the 
automatic retiree adjustment was referred to as a COLA, They now refer to the 
automatic retiree adjustment as a permanent benefit Increase (PBI) because It Is 
not tied to the CPI, therefore not a COLA. (That Is why If you asked If ASRS has 
a COLA, they may have responded that they do not?) For ASRS retirees, the 
permanent benefit Increase (PBI) Is based on excess earnings over an 8 percent 
earnings assumption, If there Is excess, retirees are granted a benefit Increase 
not to exceed 4 percent on average. This Increase Is paid each July 1 without 
additional legislative approval. 

I hope this clarifies Information you received from the NATA survey. Please let 
me know If you would like addltlonal information. 



February 1 S, 2001 

Ms. Fay Kopp 
Dopl\ty ExecutJve Director 
No;1h Dukotu Retirement & Investment Offlcc 
P,O, Box 7100 
Blsmurck, ND 58507-7100 

Deur Puy: 

Subject: Concerns About Actuurlul Issues and TcrmJnology Arising out of our 
Amdyses Re luted to HD 1102 

We ure glad to have a chance to address the two issues that you said arose recently, 

On the exhlbHs we huve sent ns attachments , J various Jotters, and In our actuarial valuation 
reports, we show the °Funding Period." The FundJng Period ls the theoretical number of years 
that wHI be required to reduce the unfunded o.ctuurlul accrued Hubility (UAAL) to zero, given 
certain assumptions and conditions, In mnklng the calculation, we assume the following: 

• There wm be no changes to the benefit structure in future years 

• Members and employeiJ wilJ continue to contribute at the 7.75% rate 

• The number of members and member payroll will remain unchanged 

• The actuarial assumptions and methods will remain unchanged 

• Our actuarial assumptions are perfect; they exactly predict the future investment return, 
salary increase, retirements, deaths, etc, 

The Funding Period is nQ! the amortization period used to determine the margin. In all coses, 
the margin is based on the 20-year period adopted by the Board of Trustees, 

Think of the Funding Period this way. There is a fixed statutory rate of 7.75%, and part of this 
is used to pay the employer's portion of the normal cost. The balance is useri to amortize the 
UAAL. In the valuation, 2.07% of the 7.75% is used for the employer nonna1 cost (9.82% 
minus the 7.75% member rate) und 5.68% is used to amortize the UAAL (7.75% minus 
2.07%). Therefore, the smJller the UAAL is, the more quickly the 5.68% payment will 
eliminate it. 



Ms. Fuy Kopp 
Fcbruury l 5, 200 I 
Puge 2 

Herc's nnother wuy to view the probl\lm, Suppose you wunt to buy u home. und you 1:un 
secure u loun ut 6% interest, Your uncle comes to you. ,1nd, bcin,~ both wealthy nnd generous, 
ho suys he will puy your mortgugc off for you, muklng puymcnts ,·if $1,200 each month. How 
long will he huve to mukc puymcnts? Clcurly the answer d~•rcnds on the amount of the loun. 
If the home vulue Is $70,000, it will tuke him less thun six years to puy off the lnun, but if the 
home costs $ I 00,000, it will tukc nine vcurs, und if the home costs $200,000, it will tukc ubout 

' 30 ycurs. In the TFFR case, the l 'AAL Is anulogous to the amount borrowed on the home, the 
S.68% contribution rutc (the pnrt of the employer rnte not used for the normal cost) ls 
unuJogous to the mortgngc puymcnt, nnd the Funding Period is like the time period your uncle 
will puy. 

Vurlution 1, for cxumplo, shews u Funding Period of only 4.4 ycurs bccnusc the UAAL for this 
variutJon is low. It would only tukc un employer contribution of 4.44% (llnc 3) io fund the 
benefits over 20 ycurs. Since the fund will uctuully receive 7.75%, the UAAL will be gone in 
less thun 5 years. It Is also true that the higher the nrnrgin, the lower the funding period. In 
this cu.se, 3.31 % of murgln is lrfl if Variation 1 is cnuctcd, producing the low funding period. 

Finuily, let me reiterate u point mnde above. In analyzing uny piece of retirement lcgislution, 
we use the 20-ycnr amortization period to determine the mnrgin. The only exception that I can 
think of is the prefunded health proposal, for whlch we have used u 30-yeur period. Since it 
would be a new, non-retirement progrum, we have felt that using the longer umortizution 
period for the initial Hubilhy is justified. · 

UAAL 

The other issue you raised concerned the UAAL itself. Some legislators muy believe that the 
Public Employee Retirement System (PERS) operates under a diff crvnt policy or phiJosophy 
than TFFR with regard to benefit changes. They may thjnk this because, when PERS requests 
a benefit improvement, their funded ratio does not drop below 100%, 

However, as we discussed with Sparb Collins, both TFFR and PERS use the same approach. 
Both systems support bills based on the amount of margin available. Both systems have 
concluded that measuring the margin available using a 20-year amortization period and un 
actuarial asset value that is currently well below the market value makes this a conservative 
and prudent approach to deciding when and what proposed benefit improvements to support. 

The apparent difference in policies is actually due to a technical, actuarial difference between 
the two systems. In PERS, the combined 8.12% member plus employer contribution rnte is 
almost exactly equal to the normal cost rate. Therefore, the margin in PERS can only arise 
because the UAAL is negative, and the 20-year cost for PERS is actually less than its normal 
cost. (If the UAAL ever becomes positive, then the employer normal cost plus an amount to 
amortize the UAAL Wl1uld necessarily be greater than the 4.12% statutory rate.) TFFR is 
more typical, since the combined 15.50% of pay received from members and employers is 
greater than the normal cost. This means that TFFR can have a UAAL, since there will be 
funds available to amortize it. 



Ms. Puy Kopp 
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In fuct, 1t is worth noting the following oddity. If the PERS omploycr contribution rate wus 
higher, sny 6, I 2%, then PERS could support lnrger bcnet1t improvements, und It could huv~~ u 
funded rut lo below l 00% immediutely following the udoplion of one of these improvements, 
Just Ukc TFFR. 

TFFR could chunge Its policy und hold buck enough murgin to lcuve the fund with a Funding 
Rutio of ut lcust 100%, but thut would uppear to do u disservice to the membership, since 
bcnet1t Improvements would be delayed unnccossurily, 

If you have uny othor questions or concerns, plcuse let us know, 

Sincerely, 

J, Christian Conradi 
Actuary 

W, Michael Carter 
Vice President 
nib 

6600<NJ40Ncx:O/Vtg\Concerns.d(JC 



North Dakota T~ Fund Cor RdiraDmt 
Cost Impact of Proposed Variations to Rdirtt Ad Hoc Increase tmdtt BB 1102 

HBllOlas 
Ori:p-..Dyl>Qfkd 2..tK Mmlipiiu. 

NoO-.in (UK M..lliplier. SUCW$UIIR.diree 
Carraot8-f'il. S21$1RdiluAd Ad Soc laaasr Varialioo,1-2.flOS ~----2-2..eO".-

Proviliuas~ Boe laaaK. '-'75"' (OriplalBil MulcJp5n. u,+;.£c,. v__..3_im,s 
ol.J-l!t..218t .4a&a1Ndc:1'ctlrtt widiollt41d--«k SUS/Sl.2SRdir-ee ~..._ H lz\Ji,,r. $2.29$U5 

ltan AclWlrial V.._._} Adjll5bllall.) ltditKA.djmmeal} MBochloaR AdBoc~ Rclir:,,r.Wllaca.o-
(I} (2) (3} {4) (S) (Q m 

I. Normal cost 9.1245 lCI.SlS 1~ H~ ~ -j 
2. UnCuooro adu:arial accrued liability (mi$oas} $ {20.6) s I4U s 6UI s 65.1 $ ;as s 

3. 16-)ar coatn"bution nk L47S 7.3'S .c.3&S 4...s.tS ~ ~~ 

-t. 1\brgin 6.l:SS 03", 3.4S'Jlo 3..3l"k 3.17~ ~ 

S. Exi-ltd ea;ploycrcoalribauon (millioas) s 5.0 $ 2U s JU $ 15.l s 15..6 $ 1'..2 

6. Increase in 28-year ammbu1ion rak 0~ s~ 2.13'1. 2.97~ 3..lt~ 3.lS.,__ 

1. I~ in ttp«tcd employer coot.-'ibution (n,iilioQs) $ - $ 20.0 s 9.6 s IO.I s ~Is tl.2 

8.. FU11d~ ratio 101.6S u.-s 95.5$ ~ ,-us 

9. Funding period Cye11nl 8.0 16.6 .... 4..4 u\ ~ 
l 
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REPORT OF THE LEGISLATIVE COUNCIL'S 
EMPLOYEE BENEFITS PROGRAMS COMMITTEE 

PROPOSED AMENDMENTS TO HOUSE BILL NO, 1102 

poneor: Representative Bette Grande 

Propoeal: The amendment Increases the benefit multiplier from 2.00 percent to 2.02 percent; provides a 
postretlrernent benefit Increase of $2,25 per month multiplied by a member's number of years of service credit plus 
$1,26 per month multiplled by the number of years since the member's retirement and eliminates the automatic 
benefit Increase, 

Aotuarlal Analyels: The reported actL1arlal cost of the amendment ls 3.29 percent of total covered compensation. 
Thus, If House 8111 No, 1102 Is enacted, as amended, the remalnlnr;i margin In ttie Teachers' Fund for Retirement 
will be 2.99 percent (6.28 • 3.28 111 3.00), The actuarial cost Impact of ti ,a amendment Is summarized In the 
f ollowlng table: 

HB 110211 
Orlglnally 2,00°/, 

~ Drafted (2,00% Multlpller, 
No Change In Multh>lltr, $2.00/i1.00 

Current $2/$1 Retiree Rellree Ad Hoc Variation 1 Variation 2 Variation 3 
Benefit Ad Hoo Increase 2,00% 2,00•1, 2,02°/, 

Provl1lon1 Increase, (Original BIii Mulllpller, Mf.Jltlpller. Multlpller, 
(Results of 0,75'/, Without $2,25/$1,26 $2, 601$1,60 $2,26/$1,25 

June 30, 2000, Automatic Automatic Retiree Retiree Retiree 
Actuarial Retiree Retiree Ad Hoc Ad Hoo Ad Hoc 

Item Valuallon Ad ustrnent Adju~ent Increase lncreate Increase 
1 2 3 4 5 -e·- 7 

1, Normal cost IM2% 10,81% 1·~.29% 10,29% 10,29% 10,36% 

2, Unfunded actuarial accrued ($20.6) $148.9 $61,0 $65.8 $70,5 $74.2 
llablllty (mllllons) 

3, 20,year contribution rate 1.47% 7,36% 4.30% 4.44% 4.58% 4.75% 

4, Marl}ln 6,28% 0.39% 3,45% 3,31% 3.17% 3.00% 

5. Expected employer contribution $5,0 $25.0 $14.6 $15.1 $15.6 $16,2 
(ml/llons) 

6. Increase In 20-year contribution 0,00% 5.89% 2.83% 2.97% 3.11% 3.28% 
rate 

7, lncrea!le In expected employer $0 $20,0 $9,6 $10.1 $10.6 $11,2 
contribution (millions) 

8, Funded ratio 101.6% 89.8% 95,5% 95,2% 94.9% 94.6% 

0.0 16.6 4,0 4.4 4,8 5.2 

Committee Report: Favorable recommendation, 



REPORT OP THE LEGISLATIVE COUNCIL'S 
EMPLovee BENEFITS PROGRAMS COMMITTEE 

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1102 

ponaor: Board of Trustees 

OFFICE 
COPY 

Propo11t: The amendment Increases the benefit multlpller from 2.00 percent to 2.15 percent; provides a 
postretlrement benefit Increase of $3,50 per month multlplled by a member's number of years of service credit plus 
$1.76 per month multiplied by the number of years since the member'i, retirement and eliminates the automatic 
benefit Increase, 

Actuarial Analy1l1: The reported actuarial cost of the amendment Is 5,90 percent of total covered compensation. 
Thus, If House BIii No, 1102 Is en~1cted, as amended, the remaining margin In the Teachers' Fund for Rellrement 
will be .38 percent (6.28 • 5.90 = .38). The actuarial cost Impact of the amendment Is summarized In tho following 
table: 

lttm 

1, Norm11 colt 
2, Unfundtd aotuarill accrued llablllty (mUllona) 
3, 20.ye,r contrltx.ltlon r11t1 
,4, Margin 

&, Expeoted employet' contrlblJijon (millions) 
e, lncr, .. , In 20.year oontnbuHon rate 
1, lnere11e In e11pected employer c:onlrlbutlon (mllllons) 
8, Funded ratio 
9, Fundl 

Committee Report: Unfavorallle rectJmmendallon. 

No Change In Current 
Btntflt Provl1lon1 

(RHUIW of June 30, 
2000, Actuar'-I 

' \11lu1tlon 
2 .. 

9.f:12t/, 

($20.6) 
1,,47o/, 

6,28'/4 

$5.0 
0.00% 

$0 
101,6t/, 

o.o 

HB 1102 at Propo"d 
Orlgln.lty Or,ftH Amtndmtnt to 
(2,00% Multlpller, HB 1102 

$2/$1 Rttlrtt Ad HO(! (2, 1 &% MultJpU~1•1 

tncrt1H, o. 78% $3,&0/$1,75 Rttll'ff 
Autom1t10 COLA fot Ad Hoc lnorHM1 No 

All Mtmbel"I Automatic £.r.>LA 
3 .. 

10,81 •;. 10.87% 

$1-48.9 $14'7,0 

7.38% 7.37% 
0.38o/, 0.38'1, 

$25,0 $25.1 
5,88'!. 5,90'1, 

$20,0 $20,1 
89,8% 88.9'1, 

16.6 16.6 
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REPORT OF THE LEGISLATIVE COUNCIL'S 
EMPLOYee BENEFITS PROGRAMS COMMITTEE 

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1102 

Spon,or: Representative Bette Grande 

Propo11t1 The amendment Increases the benefit multlpller from 2.00 percent lo 2.02 percent; provides a 
postretlremant benefit Increase of $2.25 per mnnth mulUplled by a member's number of years of sarvice credit plus 
$1.26 per month multiplied by the number of years since the membur's retirement and eliminates the automatic 

benefit Increase, 

Actuarial Analy1l1: The reported actuarial cost of the amendment Is 3.29 percent of total covered compensation, 
Thus, If House BIii No, 1102 Is enacted, as amended, the remaining margin In the Teachers' Fund for Retirement 
will be 2.99 percent (6.28 • 3.29 = 2.09), 

Commlttee Report: Favorable recommendation. 



REPORT OF THE LEGISLATIVE COUNCll.'S 
EMPLOYEE BENEFITS PROGRAMS COMMITTEE 

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1102 

Spon1or: Repre&antallve Matthew M. Klein 

Propo11I: The amendment provides a postretlrement benefit Increase of $2.26 per month multiplied by a 
member'& number of years of service credit plus $1.26 per month multlplled by the number of years since the 
membe1·'a retirement and ellmlnates the automatic benefit Increase. 

Actuarial Analyele: The reported actuarial cost of the amendment Is 2.97 percent of total covered compensation. 
Thus1 If House BIil No. 1102 Is enacted, as amended, the remaining margin In the Teachers' Fund for Retirement 
will be 3,31 percent (6,28 • 2.97 • 3.31). The actuarial cost Impact of the amendment Is summarized in the 
followlnp table: 

HB 110211 
Orlglnally 2.00•1. 

Or1fttd (2.00'/, Multlpller, 
No Ch1ngt 111 Muftlpller, $2,001$1 ,00 

Current S21$1 Rttlrtt Retlrtt Ad Hoo Variation 1 , Variation 2 , 
Benefit Ad Hoo lnortHt 2.00•1, 2.00•1, 

Prov It Ion, lncrHtt, (Orlgln1I 8111 Multlpller, Multlplltr, 
(Rt1ult1 of 0,15•1, Without $2.261$1,25 $2,60/$1.60 

Junt 30, 2000, Automatic Automatic Rttlrff Rttlrtt 
Aotuulal Rttlrtt Rttlrtt Ad Hoo Ad Hoo 

lttm Valuatlonl AdJu1tmentl AdJu1t_!ntnt) lncrtHt lncreast 
( 1) (2) (3i- (4) (5) {6) - . 

1, Normal cost 9.82% 10.01% 10.29% 10.29% 10.29% 

2, Unfunded aoluarlal accrued llablllty ($20.6) $148,9 $61.0 $65.8 $70.5 
(millions) 

3, 20,year oonlrlbuUon rate 1.47% 7.36% 4.30% 4.44% 4.58% 

4, Margin 6,28% 0,30% 3.45% 3.31% 3.17% 

5, Expected em~,!tyer contribution $5.0 $25.0 $14.6 $16.1 $15.6 
(mOlfons) 

6, Increase In 20-yeor contribution rate 0.00% 5.89% 2.83% 2.97% 3.11% 

1. lncrtiase In expected employer $0 $20.0 $9.6 $10.1 $10.6 
contribution (millions) 

8, Funded ratio 101.6% 89,8% 95.5% 95.2% 94.9% 

9, Fundlna oerlod (years) o.o 16.6 4.0 4.4 4.8 

Committee Report: Unfavorable recommendation. 



REPORT OF THE LEGISLATIVE COUNCIL'S 
EMPLOYEE BENEFITS PROGRAMS COMMITTEE 

PROPOSED AMENDMENTS TO HOUSE BILL NO, 1102 

Spon,or: Representative Matthew M. Klein 

Propoe•I: The amendment provides a postrellrement benefit Increase of $2.50 per month mlJltipl1ed by a 
momber'e number of years of ser-,ice credit plus $1.50 per month multiplied by the number of years since the 
member's retirement anrl eliminates the automatic benefit Increase. 

Actuarial Anafy1l1: The reported actuarial cost of the amendment is 3.11 percent of total covered compensation. 
Thus, if House BUI No, 1102 is enacted, as amended, the remaining margin In the Teachers' Fund for Ratlrement 
wlll be 3.17 percent (6.28 - 3.11 1111 3.17). The actuarial cost impact of the amendment ls summarized in Iha 
following table: 

.. 
HB 1102 H 
OrlglnIfly 2.00•1. 

Drafted 12,00•1, Multlpller, 
No Change In Multlpll_.,, $2,00/$1,00 

Current. $2/$1 Rttli-,.)e Rttlrte Ad Hoc Variation 1 • Variation 2 • 
Btnttlt Ad Hoc lncrtHt 2.00•1. 2.00•1, 

Provision, lncrtHt, (Orlgl111I 8111 Multlplltr, MulUpller, 
(Rt1ult.1 of o. 75•1. Without $2,25/$1,2& $2,60/$1,60 

Junt 30, 2000, Automatic Automatic Retiree Rttfrte 
A0tuarlII Rttlrt1 Retlrte Ad Hoc Ad Hoc 

lttm Valuation) Adlu1tment) A~Ju1tment) lncreast lncr,ne -( 1) (2) {3J {4) _J§J_ (~----
1, Normal cost 9.82% 10.81% 10.29% 10.29% 10.29% 

2, Unfunded actuarial accrued llablllty ($20,6) $148.9 $61.0 $65.8 $70.5 
(mllllons) 

3. 20-~ear contribl1lion rate 1.47% 7.36% 4.30% 4.44% 4 58% 

4. Margin 6.28% 0.39% 3.45% 3.31% 3.17% 

5, e)(pected employer contribution $5.0 $25.0 $14.6 $15.1 $15.6 
(ml\llons) 

6. Increase In 20-year contribution rate 0.00% 5.89% 2.83% 2.97% 3.11% 
I, 

7, Increase In expected employer $0 $20.0 $9.6 $10.1 $10.6 
contribution (mllllons) 

a. Funded ratio 101.6% 89.8% 95.5% 95.2% 94,9% 

9, Fund/no oerlod lvoars) 0.0 16.6 4.0 4.4 4.8 

Committee Report; Unfavorable recommendation. 
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March 9, 2001 

House BUI 1102 was submitted by the Teachers' Fund for Retirement (TFFR) Board. 
The bill reflects the mission and goals established by the TFFR Board. 

TFFR Mission Statement 

The mission of TFFR, a trust fund, Is to advocate for, develop, and 
administer a 9..emprehenslve retirement program for §}J. trust fund members 
within the resources aval.'able. 

TFFB Board Goals -· 
1. To provide a replacement Income equal to 60 percent of the final average 

salary of a career employee who has 30 or more years of credited service. 
2, To provide ad hoc and/or automatic annual benefit Increases for retired 

members and beneficiaries to provide Income protection and assist 
retirees In accessing affordable health Insurance. 

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

The first two goals deal with benefit lmproveme.,ts for all future retired and currently 
retired TFFA members. The third goal, although not benefit driven, reflects the 
Importance of educating current and future retirees about retirement .. related Issues. 

TFFR Benefit Improvements 

It has been a longstanding TFFR Board pollcy that the division of the benefit 
Improvements (as measured by mE'.rgln available) Is approximately proportional to the 
number of members In each group. Retired and active teachers have agreed to this 
margin distribution method since at least 1983 because they believe It reflects an 
equitable margin distribution method, 



---~,------------------------------------, 

Example.· As of the 7/1/2000 valuation, there were 4,827 retired members and 
beneficiaries, 10,025 active members, and 1, 1:30 vested Inactive members, for a total of 
15,982 members. 

4,827 I 15,982 = 30% retired members share 
11, 155/15,982 = 70% nonretlred members share (active and inactive vested) 

TFFR BENEFIT IMPROVEMENTS IN ENGROSSED HB 1102 INCLUDE: 

SECTION 1. AMENDMENT. (Page 1, Line 9) 

• Increases the benefit multiplier from 1.88% to 2.00% for all future retirees. This 
addresses the first benefit goal above. 

• Impact on future retirees: 

Example.· Estimated retirement benefit of a teacher who retires on July 1, 2001, 
with 30 years of service credit, 

Annual Annual Monthly 
Formula Sala~ Benefit fj_enefit ~ Inc. % Inc. 
1.88% $30,000 $16,920 $1,410 
2.00% 18,000 1,500 $90 6.4% 

1.88% $40,000 $22,560 $1,880 
2.00% 24,000 2,000 $120 6.4% 

1.88% $60,000 $33,840 $2,820 
2,00% 36,000 3,000 $180 6.4% 

"'Less applicable state and federal Income taxes. 

• A 2.00°/o multiplier Is one component that wlll make TFFR pension benefits more 
competitive with other statewide teacher plans In attracting and retaining teachers In 
ND. Another Important component lei found In Section 2 of this bill. 

SECTION 2. NEW SECTION. (P~ge 1, LI ne 17) 

• The second benefits-related goal of the TFFR Board Is to provide retiree benefit 
adjustments to provide Income protection and assist retirees In accessing affordable 
health Insurance. This goal reflects the growing concern by the TFFR Board over 
how the Impact of Inflation, long life expectancies, and rising health care costs will 
affect a teacher's retirement plans and retirement Income, 
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• The retiree ad hoc increase being proposed Is the same formula that was approved 
ln 1999. The Increase Is calculated by taking two dollars per month multiplied by the 
member's number of years of service credit plus one dollar per month multiplied by 
the number of years since the member's retirement for all annuitants receiving a 
benefit on June 30, 2001. As in the past, this type of "catch up" benefit adjustment Is 
designed to provide the greatest benefit Increase to career teachers who have been 
retired the longest. 

• Today, in order to be competitive with other states in attracting and retaining 
teachers inJiD and in order to provide assurance to current and future retirees that 
their P.Urchaslng power will be protected, the TFFR Board is suggesting the 
Legislature consider a plan to begin building an annual, fixed~rate retiree increase 
paid In addition to the ad hoc "catch up11 retiree increase. 

It is Interesting t() note that in a comparison with other states, ND teachers pay 
a higher than average contribution rate, and school districts pay a lower than 
average rate for their retirement plan. 

ND TFFR 
National average 

Employee 

7.75% 
6.81 %, 

Employer 

7.75% 
9.63% (2000 PPCC Survey) 

Prior to the 1997 legislative session, teachers and employers were Informally 
surveyed by their respective member organizations (~DEA, NDCEL, NDSBA) about 
Increasing their contribution rates. At that time, members and school boards already 
recognized the need to make NDTFFR more competitive with other states, and 
overwhelmingly supported a contribution rate Increase. Consequently, In 1997, the 
statutory employee and employer contribution rate Increased from 6.75% to 7.75%. 
This Increase Infused additional funds Into the retirement system to more quickly 
meet Board goals and make the retirement plan more competitive. 

• According to the most recent survey put out by the National Retired Teachers 
Association (NRTA). approxlmate!y two-thirds (35) of statewide teacher plans across 
JM..n~tlon pro~lde some sort of guaranteed annual benefit adlustment to protect 
pension benefits from the Impact of Inflation. Some $tates blend an annual retiree 
Increase with a 11oatoh up" ad hoc Increase to benefit Individuals who have been 
retired the longest and have suffered the greatest loss of purchasing power. This Is 
what NDTFFR proposes In HB 1102, 

• As amended by the House GVA Committee, Engrossed HB 1102 provides, In 
addition to the $2/$1 retiree ad hoc 11oatch up" Increase, a condltlonal annual benefit 
adjustment (CABA) equal to o. 75% of the retiree's current monthly benefit. The 
annual Increase would be conditioned upon an annual actuarial test. If the actuarial 
test shows that there Is a shortfall between the actuarially determlnerl benchmark 
contribution rate and the statutory rate (7. 75%), then the TFFR Board could reduce 
or suspend future annual Increases, 



• Impact on average current retiree: 

Example.· Member retired in 1987 with 28 years of service credit 
Current benefit on 1/1/2001 - $994 per month 

2001 retiree Increase ($2 X 28 yrs+ $1 X 14 yrs= $70) 
+ (0. 75% X $994 = $7.46) = $77.46 monthly increase 

New Benefit on 7/1/2001 == $1,071.46 

2002 retiree increase (0.75% X 1,071.46) = $8.04 monthly increase 
New Bene/fl on 7/1/2002 = $1,079.50 

2003 (and future years). Possible ad hoc Increase every 2 years 
and 0. 75% conditional adjustment each year. 

It Is estimated that it will take 5 to 7 years for the average current retirees' 
monthly benefit, using a combination ¾ CABA and $ ad hoc adjustment, to 
surpass their benefit based on a higher 2001 ad hoc$ ~djustment only. 

See Attachment A - Analysis of Current TFFR Retirees 

• The Board, as fiduciaries charged with setting policy and administering TFFR, 
believes that the combined approach provided for In HB 1102 best serves the needs 
Qf both current and future retlrel:3s and Is the most egultable way to distribute 
retirement plan Improvements today. The $2/$1 formula Is geared toward teachers 
who have been retired the longest. The Board has always been very sensitive to the 
needs of this group which Is evidenced by the 11catch up" benefit Increases that have 
been proposed and granted for many years. But, In addition to the long-term 
retirees, the Board must consider the needs of recent retirees who are also entitled 
to a fair share of benefit protection. This group Is becoming Increasingly larger and 
their benefits have, In part, been based on the greater than average retirement 
contributions they have made to the F'und, The 0.75% CABA seeks to address this 
group, but includes the group that has been retired the longest as well. 

A fixed percentage ls a very common standard for granting salary adjustments for 
active employees and pension adjustments for retired employees, Most public 
pension plans around the country use a percent factor, Including NDPEAS, 
According to the 2000 NRTA Survey, nearly all states calculate their retiree benefit 
increases (wbether guaranteed or..§d ,hoc} on a percent-based system. In some 
cases, the percent-based lncreas,; might also be combined with a dollar-based 
Increase. According to the survey, only North Dakota and West Virginia use a 
dollar-based system only, 
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• Currently, TFFR payt out $4.8 mllllun per month to annuitants, or nearly $58 million 
each year. HB 1102 would Increase the amount being paid lo about $5.2 million per 
month, or $62.4 million each year. Of the $58 million being paid each year, over 
82% or $49 million is sent to North Dakota addresses. The retiree benefit Increase 
being proposed would Increase the amount sent to retirees living in ND by $3.7 
milllon. Because retirement benefit payments to retirees are taxable, this proposal 
will result In additional Income and sales taxes being paid to the state's general fund 
totaling approximately $150,672 per year or $301,344 per biennium. 

See Attachment B - Proposed Benefit Increase by County 

FUNDING THE BENEFIT IMPROVEMENTS 

• According to Watson Wyatt, TFFR's actuarial consultant, the current actuarial 
margin available for plan Improvements Is 6.28°/c,, The TFFA Board proposes that 
the cost of HB 1102 be paid from the actuarial margin. Watson Wyatt has analyzed 
this bill and calculated the cost to be 5.89% of total covered compensation. (5.89% 
of $323 million equals about $20 million per year.) Passage of this bill would still 
leave 0.39% of margin unspent. (0.39% of $323 million equals $1.3 million.) This is 
actually more margin than has been left In the past five legislative seFslons after a 
benefit Improvement has been granted. No General Fund monies, nor additional 
retirement contributions, ar~ needed to fund this benefit Improvement package. 

See Attachment C-Actuarlal Valuation, 10 .. year summary 
Attachment D - Margin Used, 10Myear summary 

• Why use the actuarial margin to fund this bill? 

The TFFR Board believes that benefit Improvements should be made out of existing 
actuarial margins, so that an Increase In the retirement contribution rate would not 
be required. This year, because the margin Is sufficient to pay for both the 2.0% 
multlpller and the $2/$1 retirt.i~ ad hoc adjustment, the Board's proposal Includes 
protecting the purchasing power of current and future retirees through the 0.75% 
CABA, 

• How Is the actuarlal margin divided In the Engrossed HB 1102? 

Future retirees account for 4.05% of the 5.89% used (69% share), Current retirees 
account for 1.84°/o of the 5.89% used (31 % share). This Is approxlmately 
proportional to the number of members In each group, and 1·eflects the 70/30 division 
of margin per board policy, 

5 



Engrossed HB 1102 

Future retirees (11,155) 
2.00 % multiplier 
0.75% CABA 

Margin used 
Current retirees (4,827) 

$2/$1 retiree adhoc 
0.75% CABA 

Margin used 

Total margin u~ed 
(Available 6.28%; leaves .39%) 

Margin used 

1.89% 
2.16% 

4.05% 

0.95% 
0.89% 

L.84% 

5.89o/o 

• What assurance is there thut the Fund can afford the provisions included in 
HB 1102, especially the conditional annual benefit adjustment (CABA)? 

1. According to the Fund's actuarial consultants, all of the provisions In HB 1102 are 
affordab~. TFFR Is a well-funded and financially sound plan well able to 
withstand anticipated ups and downs In the financial markets, The Fund is well 
diversified In Its asset allocation, employs managers with high expertise In 
managing their assets, and uses conservative Investment accounting practices. 

For example, the Fund uses usmoothed" returns, which averages highs and lows 
and provides a cushion against future downturns In the market. Because year .. 
to-yeEl.r returns can fluctuate dramatically, the actuary recognizes only 20% of 
each year's retum dlfferentlal over a flvewyear period thereby averaging annual 
returns over a longer period of time. For example, In tho July 1, 2000 valuation, 
the mark6t value of assets was $1.405 billion and the actuarial value of assets 
(using smoothed returns) was $1.308 billion, a difference of over $97 million of 
deferred gains which will be recognized over the next five years. 

Because the Board maintains sound dlsclpllne and prudent Investment 
management practices, TFFR remains solid, year after year. 

See Attachment E - TFFR Asset A/location 
Attachment F - Investment performance and smoothing approach 
Attachment G .. Development of actuarial value of assets 

2. The funding source for the provisions In HB 1102 Is the actuarial margin. 
According to Watson Wyatt, using the aowarial margin to Jund the bill Is a 
conse,yaJlve and pru,dent approach. especially given the fact that the margin Is 
determined by comparing the current 7. 75% employer contribution rate with the 
contribution required to pay the plan's normal cost and to amortize the unfunded 
actuarial accrued llablllty over 20 years In level payments. Many systems have 
used either longer amortization periods, or amortization payments that are 
scheduled to Increase each year with payroll, or both. 
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3. Another important point to consider is the fact that a commitment to a conditional 
annual benefit adjustment (CABA) is no different than earlier legislative 
commitments to a higher multiplier or to the Rule of 85. In each of these benefit 
enhancements, the costs were prefunded, just like a CABA. The 0.75% CAB~ 
can be viewed as using a portion of the margin now to provide small lnqreases 
for current and future retlre!:7s for all future years, rather than providing a larger 
onewtlme Increase f91..Qurrent retirees onl~. 

Watson Wyatt also notes that all benefit improvements use up margin 
similarly. Every benefit Improvement, including ad hoc Increases to 
retirees, translates to higher expected benefit payments in the future. 
Although benefit improvements may produce different patterns of 
projected benefits, they have the same actuarial present value. 

Examgle: $100 monthly benefit increase 

Retiree can either receive $100 new (retiree ad hoc only) or $75 now plus $5 per 
month for life (retiree ad hoc plus CABA). The reason that the $5 can be paid 
Indefinitely (based on the conditional actuarial test) is '1he magic of 
compounding." Both cost the same; the actuarial present value is the same,· only 
the stream of payments Is different. 

Watson Wyatt states that one possible source of confusion Is that, with the • 
CABA, there Is a new Increase for retirees each year In the future, so it 
might be easy to think that each year the margin wlll decrease because of 
this annual Increase. But this Is Incorrect, since all of the future 0.75'% 
Increases are already recognized In the analysis of HB 1102. No addltlonal 
margin should be used up when the second annual 0.75% adjustment Is 
made, or when any subsequent 0.75% adjustment Is made. 

Generally speaking, once margin is 11used" In a leglslatlve benefit Improvement 
package, It has no Impact on future actuarial margins. 

3. The added feature of an annual retiree adjustment creates no extra risk for 
TFFR's long term health than other benefit lmprovemonts granted In the past. 
.Condltionjng th§ annual benefit adiustment upon a specified actuarial test ls an 
addlt!onaf usafe!y net~ which, for example, the retiree ad hoc Increase does not 
have. Therefore, the CABA Is even more sirlctly ctmtrolled because the Board 
can suspend or reduce the CABA In the future, There Is no statutory provision 
that allows the Board to reduce retiree benefits once ad hoc Increases have been 
granted. 

4, Unlike tbe Social Security anoual_COLA, the proposed TFER annual adiusirne.nt 
(CABA) Js not JLe,d to changes lo the Qoru,umer Prlce lode~ (CPI) or any other 
Index. The Board Is not proposing an unllmlted COLA that could pose risk In 
times of runaway Inflation, A specified percentage being proposed by the Board 
permits a reliable oalculatlon of plan costs by the Fund's actuary, 
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• How wm margin arise in the future? 

Again, according to Watson Wyatt, the same way it has arisen in the past. The main 
source for the margin over the last several years has been the fact that the trust fund 
assets have earned at rates well above the 8.00% assumption in most y«:)ars. If thal 
continues, there will be margin available In future years. Over time, if future actuarial 
margins build, the Board could return to the Legislature to request a retiree ad hoc 
increase In a dollar-based formula (using the 30% retiree share of the margin), and 
also an increase to the CABA (using the 70% active/inactive share of the margin). 

If the markets tum sour, though, there might be little or no margin available, and no 
benefit Improvements would be requested. This does not mean the fund is 
becoming Insolvent. When minimal or no margin exists it means that the 7.75% 
contribution rates are adequate to fund the sxistlng benefit structure (Including a 
CABA, if approved). 

However, even If there were no margin in future years, adoption of the o. 75°/o 
annual benefit adjustment would guarantee (subject to the actuarial adequacy 
test added to the blll) that retirees would receive some increase each year. If 
they received a larger ad hoc benefit increase now, then if there were no future 
margin, they would receive no further Increases, 

There are other minor sources of margin including the use of the level .. dollar 
approach to determining the amortization payments, gains (or losses) from salary 
Increases below (or above) expected, fewer (or more) retirements, variations In life 
expectancy, etc. 

• How would the actuarial test for the CABA work? 

By statute, the annual benefit adjustment would be conditioned on an actuarial test 
performed annually by the board's actuarial consultant using the GASB amortization 
period, This test will determine the actuarial adequacy of the statutory contribution 
rate. The results of this test will be reported annually to the Leglslatlve Employee 
Benefits Programs Committee. 

If the actuarial valuation Indicates a shortfall between the actuarially determined 
benchmark contribution rate and the statutory rate, then the board may reduce or 
suspend the CABA. The actuarial adequacy test falls If one of more of the following 
are true: 

1. The shortfall ls greater than .6% In any year. 
2. The shortfall ls greater than .3% In any two consecutive years; or 
3. A shortfall exists In three consecutive years. 

Generally speaking, the aotuarlal test Is passed anytime the benchmark contribution 
rate Is equal to or less than the statutory 7.75% rate, Although margin would be 
positive. It may 0 1 may not be enough to Increase benefits. · 
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Example: 

For five years, the actuarial adequacy test determines the actuarial benchmark 
contribution rate Is 7.50%. This is compared to the statutory contributory rate of 
7.75%. Because the benchmark rate Is lower than the statutory rate, no shortfall 
exists, and the CABA continues to be paid each year. 

However, the sixth year, the benchmark contribution rate is 8. 10%. This is 
compared to the statutory contribution rate of 7. 75%. Difference is 0.35%. The 
seventh year, the actuary det,ermines the benchmark contribution rate is 8. 15%. 
This Is compared to the statutory contribut/rm rate of 7. 75%. Difference is . 40%. 

Because the shortfall Is greater than 0.30% In any two consecutive years, the Board 
could reduce or svspend future annual benefit adjustments. 

In general, although they are separate actuarial tests: 

If there Is positive margin, there Is no shortfall. 
If thero Is no margin, there is no shortfall. 
If there is negative margin, there wlll probably be a shortfall. 

• What other assurances are there that TFFR Is actuarially sound? 

In accordance with Board policy, last year an actuarial audit of Watson Wyatt was 
conducted by another nationally recognized actuarial consultlng firm, Buck 
Consultants. Buck Consultants found the actuarial valuations and experience study 
conducted by Watson Wyatt to ba reasonable, accurate, and performed In 
accordance with generally accepted actuarial prlnclpals. They reviewed the 
assumptions and methods being used by Watson Wyatt 1 and commented on the 
raasonablllty, affordability, and estimated costs of legislative proposals and board 
goals. Again, Buok Consultants found the costs and proposals to be appropriate 
and accurate. According to two nationally recognized actuarlrd consulting firms, 
there should be no question about the actuarial soundness of TFFR. 
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SUMMARY 

• As the competition for teachers accelerates, tha TFFR Board believes It is important 
to Include retirement plan features comparable to those found in other states: a 
2.00% multiplier, a "catch up" retiree ad hoc increase, and a modest fixed-rate 
CABA, all funded through TFFR's actuarial margin. 

• HB 1102 does not create any extra risk for TFFR's long-term health, Using the 
actuarial margin to fund HB 1102 is based on actuarially and financially sound 
principles that are conservative and prudent. This approach has been effectively 
used to fund legislative Improvements In the past 20 years, All of the provisions In 
the bill provide for a specified fixed benefit adjustment, and therefore permit a 
reliable prediction of plan costs by the actuary. 

• Because of the "conditional" provision, HB 1102 Is even more conservative than a 
retiree ad hoc Increase only, since the Board can suspend or reduce the CABA In 
the future. 

• HB 1102 reflects long~term Improvements to fundamental retirement plan benefits, 
rather than short-term Improvements to provide additional benefits to any specific 
active or retired group within the TFFR membership, 

• In addition, HB 1102: 

► Allows ND to be more competitive with other state retirement systems In 
attracting and retaining teachers. 

► Begins to address current and future retiree concerns over the Impact of lnflatlon, 
long llfe expectancies, and rising health care costs. 

► Utilizes a very conservative and prudent approach by using the actuarla'I margin 
to prefund the cost of bill. 

► Uses a smoothing approach to phase In differences between actual and 
expected Investment earnings which provides a cushion against future d,,wnturns 
In the market. 

► Recognizes the long-term nature of financing a retirement plan and the, concept 
of Intergenerational equity. 

► Provides eoonomlo Impact to ND communities and revenues to state general 
fund. 

• HB 1102 was studied by the Legislative Employee Benefits Programs Committee 
and received a favorable recornmendaUon from that Committee In Novernber 2000. 
Amendments made by the House GVA Committee Include additional ~iaf eguards, 
and resulted In passage of the bill by an overwhelming vote of 95 - 3 , The TFFR 
Board encourages the Senate Government and Veterans Affairs Committee to give 
the bill a DO PASS recommendation. 

- • A retirement plan Including Iha faaturee contained In Ihle bll! wlll allow the 
best teachers In the country .. ND teachers•· to retire with dignity. 
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ATTACHMENT A 

Analysis of Current TFFR Retirees 

Total% Annual% 
Benef It Group Data Grand Total Increase Increase 

Less than $400 Count of SSN 802 
Average of Age 76 
Average of Credit Years 14 
Average of Years Retired 18 
Average of Beginning Benefit t 19 
Average of Benefit Increase 158 133% 7.6% 
Averaoe of Current Bene¥1t 2n .. 

$400 thru $799 Count of SSN 1,480 
Average of Age 81 
Average of Credit Years 27 
Average of Years Retired 21 
Average of Beginning Benefit 288 
Average of Benefit Increase 285 99% 4,7% 
Averaae of Current Benefit 573 --$800 thru $1, 199 Count of SSN 954 
Average of Age 72 
Average of Credit Years 31 
Average of Years Retired 11 
Average of Beginning Benef It na 
Average of Beneftt Increase 216 28% 2.5% 
Averaae of Current Benefit 994 

$1,200 thru $1,699 Count of SSN 760 
Average of Age . 68 
Average of Credit Years 33 
Average of Years Retired 8 
Average of Beginning Benefit t,222 
Average of Benefit Increase 165 14% 1.7% 
Averaae of Current Benefit 1,387 

$1,600 thru $1,999 Count of SSN 406 
Average of Age 64 
Average of Credit Years 34 
Average of Years Retired 6 
Average of Beginning Benef It 1,664 
Average of Benefit Increase 126 8% 1,4°/l') 
Averaoe of Current Benefit 1,780 

$2,000 or mr,re count of SSN 387 
Average of Age 63 
Average of Credtt Years 35 
Average of Years Retired 4 
Average of Beginning Benefit 2,383 
Average of Benefit Increase 104 4% 1,2% 
Averaoe of Current Benefit 2.487 

Total Count of SSN 4,789 
Total Averaae of Aae 73 
Total Averaae of Credit Years 28 
Total Averaae of Years Retired 14 
Jotal Averaoe of Bealnnlno Benefit 791 ·-J ulal Averaoe of Benefit Increase 203 26% 1.9% 
·rotal Averaae of Current Benefit 994 ·-
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Adame 
Barnes 
Benson 
BIiiings 
Bottineau 
Bowman 
Burke 
Burleigh 
Cass 
cavallor 
Dickey 
Divide 
Dunn 
Eddy 
Emmons 
Foster 
Golden Valley 
Grand Forks 
Grant 
Griggs 
Hettinger 
Kidder 
LaMoure 
Logan 
McHen~ 
Molntos 
McKenzie 
McLean 
Mercer 
Morton 
Mountrail 
Nelaori 
Oliver 
Pembine 
Pierce 
Ramsey 
Ransom 
RerlYIII& 
Richland 
Rolette 
Sargent 
Sheridan 
Sioux 
Slope 
Slari< 
Steele 
Stutsman 
Towner 
Traill 
Walsh 
ward 
Wells 
Wll!lame 

ND Monthly Totl\l 
Out of State 

Grand Total 

PROPOSED TFFR RETtREE tNCREASE .. 2001 
AVERAGE MONTHLY BENEFIT 

An.rm 
~ Amlld IQltl New Awdt. Dtalfil Mt.rm 

.Q.QiLDj Rstmll k!IIU Raosfll ~ ,asrs111 ,~,•Mt~ 
16 16,914 1,057 18,191 1,137 80 7,6¾ 

ta4 114,003 920 123,742 998 78 8.5% 
31 26,494 855 29,009 936 81 9,5% 
3 3,225 1,076 3,493 1,164 90 8.3% 

70 65,176 931 70,651 1,008 77 8,3% 

30 29,117 971 31,350 1,045 74 7,7% 

13 13,362 1,0~8 14,295 1,100 72 7,0% 

483 549,917 1,139 586,977 1,215 77 6,7% 
601 600,308 1,198 640,746 1,279 81 6.7% 

41 40,352 984 43,621 1,064 80 8,1% 

52 43,887 844 47,637 916 7';, 8,5% 
17 15,364 904 16,703 083 79 8,7% 

25 t!o, 1 ~is 1,005 27,021 1,081 76 7.5% 
27 22,0EI 1 817 23,993 889 72 8.8% 
27 1fl,':'40 731 21,814 808 77 10.5% 
25 i4,878 995 26,847 1,074 79 7.9% 
16 9,412 627 10,520 701 74 11.8% 

363 440,992 1,215 470,712 1,297 82 6,7% 
21 15,513 739 17,166 817 79 10.7% 
28 20,722 740 22,914 818 78 10.6% 
21 27,157 1,293 28,864 1,374 81 6.3% 
17 15,310 901 16,658 980 79 8.8% 
61 43,969 802 48,070 943 80 9.3% 
19 16,580 820 16,986 894 74 9.0% 
54 42,338 '/84 46,423 880 76 9.7% 
27 34,890 1,292 37,059 1,373 80 0,2% 
32 M,001 906 31,617 985 79 8.7% 
84 80,782 002 87.466 1,041 80 8.3% 
41 40,392 985 43,283 1,066 i'O 7,2% 

139 169,647 1,220 181,001 1,303 82 6,7¾ 
39 321563 835 35,480 910 75 9.0% 
46 42,486 924 ,15,84~ 997 73 7.9% 

9 10,755 1,196 11,482 1,276 81 0.8% 
51 44,779 878 48,458 950 72 8,2% 
3e 41,393 t, 150 44,287 1,230 80 7,0% 

111 104,300 941 112,758 1,016 ·75 8.0% 
36 3.-1,644 907 35,385 983 76 8,4% 
20 15,464 773 17,007 853 80 10.4% 
93 78,392 821 83,540 898 77 9.4% 
45 40,146 892 43,299 962 70 '1.9% 
33 20,312 888 31,827 964 76 8.8% 
15 11,142 743 12,352 823 81 10,9% 
3 2,094 098 2,238 745 47 6.8% 
6 3,107 741 4,059 812 10 9.5% 

131 143,482 1,0M 154,173 1,177 82 7,6% 
13 9i499 731 10,498 007 77 10,6% 

143 140,009 91~ 161,150 1,067 78 8.0% 
21 16,054 764 17,738 846 80 10,6¾ 
74 72,002 974 78,070 1,055 81 8.3% 
88 83,923 978 90,412 1,051 76 7,7% 

334 341,131 1,021 367,234 1,100 78 1,1% 
Ml 40,891 885 44,314 983 79 8.9% 

~ 1471469 -1,.!M 1611293 112jo 78 ~.7¾ 

3,917 4,071,301 1,041 4,383,648 1,1 H) 78 7,5¾ 

~ _7491998 _.ru_~ ... 01iie~ §88 74 2J% 

..J.MQ '~182712~~ _HZ -~1i01~q_g _J.075 _--11 ZJ% 

ATTACHMENT B 
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lTEM 2000 1999 
ueM8ERSHIP 

Mc"'°9<'d 
-~u.nbacs t0.025 t0.0C6 
-Reris.-andS..""6.izies 4.trzT .C.568 

-fnacl:iue.Veaeii 1.130 1.06$ 

~~ 209 250 
-Tc:al 16.191 15.933 
Payrolf $323.O:diarl $3'J<.5 million 

sr.vurOR-r~ RATE 

~ 7.75% 7.75"4 

llea>ber" 7.75% 7.75'l', 

.-s5ETS 
QaslaltValba $1.-o5.2mllian St.262.6 lllillian 
Adlaial,iartie $1.308.5 million $1.053.1 inil&>rl 
Ralurnan_,..,,.ru., l'l.6"4 11.5% 
R.ltsnanact:uadllf,..._ 13..:1% 13..5% 

Esnproyerconlri>cJlions $25..Sdlion S:ZOmllJon 
e-nalcashllaw,% (~) (0.~} 

ACIUAaAL INf'ORUATJOr. 
PConnqf C05I: % 9.82% 9.~ 

~~aa:ruecf 
liaibility {UAAl) ($20_6) mil&Qn $t3S.3milllon 

F"'1dediaria 101.~ 81!.6% 

~paciod ovears 10.5,ears 

BENCHUARKCONTRSUTION 
20-yea,-fundlJ'lg .- 1.0% 5.09% 

~- - - - - - - - _6,~ 1.66% 

GAIKSltl.OSSES) 

~6mlllon S!50.7ml!!ion 
(6.11) .mllllan (12.11) mlldon 

NIA (80.S)lllilllon 

~c:Nngas 96..lmlliorl NIA 
TCCII S'?"-8 milion ${428)fflilllort 

• Ellfefflalcasn iro--notreffededin-8oec:rzlive 5om111ary raports 1991-95 
- RellJna on aauarialvafu91'lCi! relrededin Executive Summasy report 1991-92 

NDTFFR annual Valuation by Watson Wyatt 

10 year-Executive Summary Report 

1998 1997 t996 1995 

9.896 10.010 9.7W 9.663 
4.585 .C."62 4.503 4.'33 
l.()c8 t.006 1.000 97t 

252 245 235 248 

't5.7at tS.723 15.535 t5.3lS 
$298.C milllon $294.tmillion $281.2 million ~; milr,on 

7.75% 7.~ 6..75% 6.75% 

7.~ 7.75% 6.75% 6.75% 

St.133..S millcn $t.00t.1 milllon $847.3 milflO'l $736.0 million 

921l.O million 823.' mil1ion 73:lS million $661.2 milliol'l 

~ 18.5%. 15.6% 13.6'"4 

12.8% t2.6,;. lt.3%, l>.1%. 

$23.3 m!llloti $19.7 milfion St9.0 milrt0rt St8.3milrion 
0.0% l~l {0."%} 

924% 92"%. a.ts% !l..15% 

$105.1 millioo St 53. 6 milr,on $118.3 miffion $138.6 million 

898% 84.~ 86.1"!'. 82.~ 
&9yeais t23yeais tl.2:!!!l!l<S 1S9years 

,.78%. 6.37% 5.3:rr. 6.21"4 

2.97% t.38%. t.42%, 05"'%. 

$37.Smilllon $338-mill",o,, S2t. 9 mllrion $6.9 mi!lion 

3..7miil'on 1.7 mllllon (5-7}~ ~.5mllllon 
WA $(77:8) m/Glon t:U"' NIA. 
NI_.. NIA. NIA. 25mll&ort 

$41.3 million ${42.5) million St5.2 millioo StS.9ml!5on 

l!IS' 1993 

9.553 9.80& 
.C,3,18 4.179 

9« $14 

208 239 
15.153 15.t"O 

S262. < million $260.4 million 

6.7S'!r. 6.75% 

6.75% 6-75"4 

S649.3milliori $6C2..4million 

$606.e million ssg .2 rnillic,n 

1-2'%, 1.C..68% 

7.0%. S.08"4 
$17.8 million St7.Smilf,on 

7.72%. 7.6"% 

SlS7.4 million St59.8 million 
794%. 78.064 

t8.3)!'.&ars t8.7l!!ars 

6.42% 6.37%. 

0.33'%. 0~ 

S{5.5) million s o.,mllfoon 
5.1 mtlUort 0.9 rnunon 

NIA. (75.0) million 

N/11, NIA. 

S(O. .l) million S{73. 7) marion 

1992 l99l 

9.707 9.589 
-«.189 c.181 

880 1183 
388 701 

15.17' 15.33& 

$250.9 million ~ t million 

5..75,;. g_~ 
6.75% 6.~ 

$556. t millloo $&00.4 million 

$5198milr,on $1828 million 
12.38% 7..5C"I. 

Sl7.0 mllLon Sl5.9 million 

69'% 825% 

$96. t million $132. t milli(-n 

8".4% 78..5"4 
72)".!ars 

3.55"4 &31 .. 
3.20% 0.44% 

S(6.5}milflon SfT.Omllen 
10. 7 mllllon (15-t}maQn 

NIA. (5&.0}mllllOn 

28.3 million NIA. 

$32.5 million $(5'. t) million 

:,, 

:I :,, 
n 
:::: z 
l'IJ z 
8 
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NOTES: 

ATTACHMENT D 

NORTH DAKOTA TEACHERS' FUND FOR RETIREMENT 
TFFR Margin History 

IO year Summary 

FISCAL YEAR VALUATIO.li.ill CHANGE (2) 6Vl'ER..Ll.J 

1991-92 .44 0.00 .44 

1993-94 ,38 0,00 .38 

1995-96 .54 0.00 .54 

--1997-98 1.38 o.oo 1.38 .. 
1999-00 1,66 0.00 1.66 

a 

(I) Vnluntlon - Is the murgln us of the dutc of the nn11u11I vuluution which is us of July I of cuch ycnr 
(I.e. 1991-92 would be July 1, 1991), 

(2) Chn11gc - Is the estlmutcd nctunrlnl cost of lcglslutlvc chnnges considered durlng tlwt session. 

(3) After - ls the projected remaining margin uftcr proposed lcglslntivc chunges. 

(4) Employee and employer contribution rntcs Increased I% from 6.75% to 7.75% cnch. 

(5) Proposed leglslntlon to Increase the multiplier nnd provide n retiree benefit lncrensc (HB 1102), 
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ATTACHMENT E 

TFFR TARGET ASSET ALLOCATION 
AS OF AUGUST 1, 2000 

"'ternatlonal f-lxed 
~ome 

6% 

Real Estate 

9% ~ 

Hgh Yield Axed ncome 
7% • 

O:>trestlc l=lxed hcome 
7% 

Emerging Mlrke~s 
Equity 

5% 

Private Equtty 
5% C-ash fqulvalonts 

2% 
j 

~ 'Jorrestio Largo C.Sp _...,_ 

·--·---------------------

hternatlonal Equity 
20% 

Equity 
30% 

Doroostlc Small Gap 
e:iutty 
10% 
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• .._,, ...... :.:'.1,~-·• ... •-. 
Smoothing acknowledges that the highs are too high and the lows are too low and the long-term "truth" lies somewhere in between. 

• Each year, the TFFR experiences an 
investment return. 

• Year-to-year returns can fluctuate dramatically. 

• Planning and implementation of benefit 
improvements requires consistency. 

FY90 I FY91 
825 I 827 

Rscaf Year Investment Performance History (%) - TFFR 

FY92 I FY93 I FY94 l FY95 ! FY96 I FY97 I FY98 I FY99 I FYOO I FYOlQl 

13.65 I 15.40 I 1.57 ! 13.70 i 15.63 I 19.29 I 14.05 ! 11.06 ! 11.63 I -0.95 

• To maintain adequate funding, TFFR requires an annual investment return of 8°/o_ L------------------------' 

Note: Investment return is calculated using the investment 
industry-standard time-weighted return methodology. These 
calculations vary somewhat from the dollar-weighted calculation 
used in actuarial reports. This example of smoothing simplifies 
the actual orocess for demonstration ourooses. 

• To maintain consistency and adequacy of returns. TFFR has chosen an effective and commonly used tool: smoothing. 

o Smoothing recognizes the long-term nature of investment. 

Smoothing 1990-1994 
• Average returns 

Smoothing 1997-2001 

FY Return x20% FY I Return I x 20% 
1990 825 1.65 • Romng 5-year period 1997 I 19.29 I 3.86 I 
1991 827 1.65 
1992 13.65 2.73 
1993 15.40 3.08 

• 20% of each year's return 

1998 I 14.05 I 2.81 t 
1999· l 11.06 ! 2.21 . 

, 2000 I 11 .63 l 2.33 
1994 1.57 0.31 \ 200101 l -0.95 j -0.19 

Smoothed 1994 return = 9.42 [ Snoothed 2001 return== 11.02 

"'"Hypothetical. based on 01 return. 

~ ~ 

• Notice the poor return in 1994 • Past few years are pretty good 
• With smoothing. our 1994 return is 9 .42% • FY01 got off to a poor start 

• What if 2001 return was-0.95%? 
• Smoothed 2001 return is 11 .02% --0) 

~ 

=I 
~ 
0 
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Nnrlh lbkot2 T e:11. hers~ Fund for Retircw.ent 
.:\rha;iri:11 V:llu:iti,:n - Ju(v J~ 2000 

TABLE9a ___ _... _______________________________________________________ _ 

Determination of Excess Earnings to be Def erred 

Year ended: June 30. t 997 June 30. 1998 June 30. 1999 June 30. 2000 
(2) (3) (4) (4) 

L MVA at beginning of year S 847,339,136 S 1.001.037.886 $ l. 133,469,244 S I.262,584,076 

-, Net new investments 
a_ Contnl>utions s 40,157.287 s 47.411,761 $ 49,158,925 $ sJ.s11.m 
h_ Benefits and refunds paid (42.113.701) (46,378.425) (48,997.740) (56,371.290) 
c_ Subtotal $ (1.956.414) $ 1,033.336 $ 161.185 $ (2,799.513) 

3. MV/.. at end of year $ 1,001.037.886 $ 1. 133,469.244 S 1,262,584,076 $1,405,246,440 

4 Net r,.1v A earnings ( 3 - l - 2) s 155,655,164 $ 131,398.022 $ 128,953,647 $ 145.461,877 

5. As-.nmcd investment return rate 8_00% 8.00% 8.00% 8.00% 

(': Exp,·,·tcd return s 67.708,874 $ 80,124,364 $ 90,683,987 $ 100,894,746 

7_ Excr-.~ return ( 4 - 6) $ 87,946,290 $ 51,273.658 $ 38,269.660 $ 44.567. 131 

s_ Exc~:.s rc[um deferral percent 20% 40% 60% 80% 

t) Amcaunl deferred $ !7,589,258 $ 20.509,463 $ 22,961.796 $ 35,653,705 >' 
~ 
>' 
0 = 

Note: MVA is m~nlct value of assets WI 
Q 



North Dakota Teachers' Fund (or Retirement 
Actu:irlal V:duntlon - July l, 2000 

Development of Actuarial Value of Assets 

l. Market value of assets as of valuation $ 1,405,246.440 

2. Deferred amounts for fiscal year ending June 30, 

a. 2000 $ 35,653,705 

b. 1999 $ 22,961,796 

c. 1998 $ 20,509,463 

d. 1997 $ 17,589,258 

e. Total $ 96,714,222 

3. Actuarial value of assets (1) - (2) $ 1,308,532,218 

TABLE 9b 
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Current Retiree 
Avg. Benefit 
Years of Service 
Years Retired 
Average Age 

Assumptions: 

Ad Hoc Increases 

Conditional % 
adjustment 

2001 
2002 
2003 
2004 

200!1 
2006 

2007 
2008 
2009 
2010 
2011 
2012 
2013 
2014 
2015 
2016 
2017 
2018 
2019 
2020 

Analysis of HB1102 AJtematlves 
Effect on "Current" Retiree 
Monthly Income Projection 

(Average All) 
· $994,00 

28 
14 
73 

Current HB1102 
No- future margin 
$2/1 In 2001 only 

O. 75% per year 

$1,071.46 
1,079.50 
1,087.60 
1,095.76 
1 I 103,98 
1,112.26 

1,120.60 
1,129.00 
1,137.47 
1,146.00 
1,154.60 
1, 163,26 
1,171.98 
1,180.77 
1,189.63 
1, 198,55 
1,207.54 
1,216.60 
1,225.72 
1,234.91 

Option 2a 
No- future margin 

$3.50/1, 76 In 
2001 only 

none 

$1,116.50 
1,116.50 
1,116.50 
1,116.50 
1.116.50 
1, 116,50 

1,116.50 
1,116.50 
1,116.50 
1, 116,50 
1 t 116,50 
1, 116,50 
1 I 116,50 
1, 116,50 
1 I 116,50 
1,116.50 
1,116.50 
1,116.50 
1,116,50 
1,116.50 

Current HB1102 
Yes- future margin 
$2/1 every 2 years 

0.75% 2001-2002, 
1.25% 2003-2004, 
1, 75% 2005-2008, 
2.00% 2007-2020 

$1,071.46 
1 ,079,50 
·1,164,99 
1,179.55 

1,274.19 
1,296.49 
1,398.42 
1,426.39 
1 ,532,92 
1.563,58 
1,674.85 
1,708.35 
1,824.52 
1 ,861,01 
1,982.23 
2,021.87 
2,148.31 
2,191.28 
2,323.11 
2,369.57 

Option 2a 
Yes- future margin 

$3.50/1, 75 In 
2001, then $2/1 

every 2 years 
none 

$1 I 116,50 
1,116.50 
1, ·iaa.so 
1,188.50 

1,262.50 
1,262.50 
11338.50 
1,338.50 
1,416.50 
1,416.50 
1,496.50 
1,496.50 
1,578.50 
1iC:78,50 
1,662.50 
1,662.50 
1}48.50 
1 ,748,50 
1,836.50 
1,836.50 

NOTE: Bolded estimated dates lndl~te when average retiree benefit, using combination % CABA and $ 
Adhoo adjustment, will surpass 2001 Adhoo $ Increase only. 

2/27/01 



Hl31102 

Madam Chair Krebsbach & members of the Government & 
Veterans affairs Co1nn1ittee. I'm Joe Kroeber, State 
Representative from District 48 .. Jarnestown. I had the 
opportunity to serve on the interim Employee Benefits 
Committee and I am a retired teacher. I fully support the 
TFRR Boards final recommendation which is now the current 
IIBl l 02. This bill rnoves the benefit forrnula for active teachers 
from 1.88 to 2.0 and sets up a .75 conditional annual benefit 
adjustment(CABA). For retired teachers it has an Ad I-Joe 
adjustment increase of $2.00 for every year taught and $1.00 for 
each year since the teacher retired PLUS \Vhich I fully support a 
• 75 CABA. This . 75 CABA will allow retired teachers & active 
teachers to start a prograrn '\\1hich is now present in 37 states to 
help all teachcrs ....... active & retired to be part of an annual 
benefit adjustrnent. Rcrnentber that the Judges Retirement 
System includes an autornatic increase but theirs is 2%. This 
will in 3 .. 5 years out perform a straight $3.50/$1. 75 Ad Hoc 
which others rnay later ask you to support. l~cmcn1ber the 
TF~,R Board has long had a policy of splitting approved benefit 
margins according to the approximate proportional number of 
members in each group. There \\1ere 4,827 retired teachers & 
beneficiaries, 11,155 nonrctircd members, for a total of 15,982 
total members. rfhis breaks down to a 30% retired n1cmbers 
share and 70% nonretircd members share. This proposal stays 
within these guidelines. I would app,teciate your support for 
this bill in its present forn1 which is very conservative. I say 
this because that it leaves a larger n1argin in the fund than we 
have for the past 10 years and requires a yearly review by the 
TFFR board. I would be mor·e than happy to answer any 

. questions you may have. 



HB1102 - TFFR Board 
Testimony prepared by Barbara Evanson 

Trustee for the Teachers' Fund for Retirement 

Good morning Chairwoman Krebsbach and members of the 
Government and Veterans Affairs Commiteee. I am pleased to present 
testimony in favor of JIB 1102. 

As has already been stated, HBt 102 increases the benefit multiplier to 
2.00% and provides an adhoc monthly post-retirement benefit increase 
for all retired members and beneficiaries equal to $2 per year of service 
credit plus $1 per year retired, plus a 0.75% conditional annual benefit 
adjustment for current and future retirees. 

What a wonderful opportunity we have this y,!ar! We may not have a 
margin to equal this again allowing for an annual benefit 
adjustment. 

• Is it a wise n,ove? If we are to help a retiree to continue to have 
adequate purchasing power, it certainly is. 

• Has it been done before? 48 states have some form of a percent 
increase, and ours will have a conditional annual adjustment. 

• Will it tie up future n,arglns? This is a prefunded plan, so the funds 
are there now. 

• Wouldn't health lnsura11ce coverage be a better way to go? Those 
states that have addressed insurance and tried to guarantee a percent 
of the monthly costs are In trouble as insurance costs have jumped so 
fast. Our survey showed us that retirees would rather have the 
money than to see a portion of the margin dedicated to Insurance as 
30% knew they wouldn't use the PERS Insurance, and 50% weren't 
sure If they would. 

• ls It/air to all? Our present way of determining Increases Is not fair 
to those most recently retired who have paid In the most. Again, I 
refer you to Fay's chart that shows the percent Increase for each of 
the retiree groups. Keeping the ad hoc component allows for 
fairness tor those who have been retired the longest, but does not 
give them an unfair boost at the cost of the most recently retired. 



Does the percent increase use up more of the margin? If you look at the 
report from Watson-Wyatt, you will see that it uses up about the same 
amount. When the flat ad hoc is compared to the percent increase over 
the years, it is plain to see the advantage of the percent increase. 

Thank you for your time, and again, we are so pleased to come before 
you with a wonderful plan that continues to honor teachers with a solid, 
actuarily sound plan that does a better job with fairness for all. 



TESTIMONY ON 1102 

lVIARCll 9, 200 l 

Mndum Chair and members of the committee, my name is Tom Tupa and lam here representing 

the ND Retired Teachers Association. ND RTA is an ornnnizntion of almost 2900 retired ND ... 
teachers. We ure here mostly in support nf' HB 1102. But 1 RTA has n few suggestions which I 

will mention shortly, 

ND RTA likes and strongly supports the multiplier going from 1.88 to 2.00'l'o frlr all current 

teachers. The 2.0 multiplier has been a lo1)g lcrm goal of the TFFR hoard nntl we encourage 

support for that provision of the bill. 

The Retired Teachers Associution also likes, nnd strongly supports. the ad hoi: retiree ucljustmcnt 

of $2 for every ycur a retiree spent teaching plus the$ l ndjustment for every year since 

retirement with a proposnl of incrensing the amount. This will give a nice ndjustmctH to retirees 

who hnve spent many years dedicating their cnrccrs to teaching ND students. But, we think this 

can, and ~hould be odjustcd upwurd. 

Mndnill Chair nnd members of the committee, the one part of the bill where we hnvc a conc:ern 

is the automatic percentage adjustment of .75% sturting on line 23, This consumes H lnrgc part 

of the 6.2 8 nrnrgin. \Vhcn the past 9 years hus gc11crntcd nn average margin of only 1.3 7, ,w 

have some rnscrvntions about using approximately hnl f' of the margin for the automatic 

udjustment, 

The RTA has nlwnys asked for benefit enhancements for its members but, the rcquc~t hn~ never 

been in the fonn of an automatic percentage increases, Our organization hos histol'icnlly 

supported ad hoc adjustments based on fund pcrformnncc und avnilnble margins. We believe the 

nexibility of the f'und bused on the nvailnble mnrgin was nnd is the best way to go. 1fyou loo~ nt 

attnchmont # 1, you will see that over time the adjustment for retirees has been cnlculntcd w,ing n 



variety of formulas including percentages, dollnr umounls1 and comhinations of both. But, they 

reflected the fund performance and margin, and it was never suggested they be auronrntic. In 

fnct in some years, I 981 and 1995 for example, the retirees went without an adjustment because 

ofinsuffkicnt margins. You will notice thnt following 1995, the retirees in 1997 received or1ly a 

$30 per month increase while the multipli£.~r for uctive teachers went up 20 basis points -- and I 

\Vondcr if that followed the 70/30 rule. In any event, our members accepted that with the idcu of 

making up the losses when margins improved. 

There ure nltno$t 5000 retired teachc1s in ND. The median rctir~d teacher bcnclit (v.·hcrc half 

the number is ubovc the line and hfllf below the line) is about $800. In other words, almost 2500 

retirees get less thun $800 per month or $9600 per ycnr, And, some of the eurly rctircc.:s were not 

even covered by soc:ial security, lcnving them with only their teacher retirement us income. Of 

all the rctirecs 1 about 4000 of them foll below $1500 per month in retirement. A .75% 

ndjustmct1t doesn't do much for these retirees but, the 3.50 + 1.75 formula would have real 

meaning. Attnchm,:nt #2 shows the brenkdown of retirees and the levels of benefits. 

I want it to be very cleur, Madam Chuir und members of the committee, that the RTA agrees 

with using the money set nsidc for the ,75% nutomutic ndjustmcnt, However, we would like to 

8cc the money added to the 2 + I fonnulu or, given over ton prefu11c.led health care plan for 

retired nnd ruturc rctirnd tcnchcrs. We huvc fought (unsuccessfully, I might add) for a plnn like 

this for mm1v veurs. Could the fund v.ivc a dol lnr or two n month credit for coch venr of service . ., ""-' ., 

tn o pr<.'f\mdcd hen 1th plnn? Or, could w~ go from the 2 + I to a 3.50 +- 1.75 formula which 

would ulso help pay the cost of heahh insurnncc? 

At it~ recent convention in Forgo, the ND RT/\ pn~sed n resolution supporting the 2% multiplier, 

the ad hoc 2 + I fonnuluJ and n monthly credit townrd henlth insurnnce pr~miums. Since the 

monthly credit towuru heulth insurance is not likely thh; session~ we ore nsking that the .75% 

autotnntic adjustment be cotwerte<l to n dollar figure nnd redistributed to raise the 2 + 1 fonnula 

ton 3.50 + 1. 75 formulu for retired tenchcrs nnd tise the rcrnninder for a percc11tngc adjustment 

for currnnt teachers who plnn on retiring over the nc~t 2 years u In othet· words suttscttcd irt 



2003. This will give RTA, other interest groups, and the TFrR bonrd an opportunity to sec if we 

can come up with an adequate plan for the distribution of future margins to both active teachers 

and current retirees, 

Madam Chairman and members of the commiuec, we support HB 1102, but we encourage the 

committee to amend our suggestions into the bill. 

Thank you nnd I will try to answer any questions you may have. 
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Madam chairman, mell\bers of the committee: 
J 21 ,o/Jtr)A-" A 

My name is Dick Palmer,··rm retired and drawing an annuity 

from TFFR 

I want to say briefly that I favor the retirement bill as 

it was originally written. I think the TFFR Board has 

studied this legislation thoroughly before they proposed it 

for the legislature's approval. They are the experts in 

handling this fund, and their decision is good enough for 

me. 

Thank you for the chance to voice my support for the bi.11 

as originally wrltten. 
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Nortla Dakota Teachers" Fund for Retirement 

Seoale Variation on HB 1102 

As of .July I~ 2000 

AdHKBmerrt 
lmpnrranent 
(S2/monrh s 
Sa,,lcc.fhn 
$I/month per 

Initial Valuation YearRdind) 2-00% Muldplirr 

(2) V> {4) 

9.82% 9.82% 10.29% 

s (20..6) s 12.0 s 2S.4 

l.47% 2..42% 3.36% 

6.28% 5.33% 4.39% 

I 
s SJJ s 3.2 s lt.4 

0.00% 0.9S% l.89% 

7. litt:RMC in Hpccl~ cm1•foyes- contribalittn {million~) s - (s J..2 S· 6.-' 

&. Fmadcd r:atio 101.6% 99.1% 97.9% 

9. Fwmling period (years) - 0.6 1.7 

L.,-, .. t!ICJ.xf.•~~J.c ~ l/J.S/rn 

! 
[ 

' I • 
I 

: 

C...hlaalH>nofl 
Ad lloc Benefit . 

lmpro~emcnt 
! 

and2.00% 
Multiplier 

(~) 

l0.29% 

s 61.0 · 

4..30¾ 

3.45% 

s 1-i.6 

2.Uo/. 

s 9.C. 

?55~~ 

.rn 

Co.-.bin>IN>n ofl 
Ad floe Bendil 
(mproY-mtcn( 

nnd 2..00Y. 

l\lolriplicr. 

"fotc<her with 
ll.75%Ad lice 

:tcncfit Iner~~ 
"'t of July I. 2001 
:•a.d July I• 2002 

Only 

(6} 

10.19•/. 

i 6!>.5 

-1.55¼ 

J.20~;. 

, 15.5 

J.OS~~ 

Hl-5 

9S.o~;. 

-1.7 J 

/-
%. 
/~ 

0-:, 
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