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2003 SENATE STANDING COMMITTEE MINUTES 

BILL/RESOLUTION NO. SB 2024 

Senate Appropriations Committee 

□ Conference Committee 

Hearing Date January 23, 2003 

_ Tape Num,Q_er Side A Side B - Meter# 
1 X 1710 .. end 
1 X 0 .. 3104 

Committee Clerk Shmaturc ~ck4 ~,SJ[y,...J 
-

Minutes: 

Senator Holmberg opened the hearing on S82024. All committee members are present. 

This bill relates to an appropriation for defraying the expenses of various state retirement and 

investment agencies. 

Sparb Collins (mtr #1750) - Reviewed various programs covered by his agency along with the 

proposed budget. Written testimony attached ( exhibit 1 ), 

Senator Holmberg (mtr #3015) .. Requested explanation of changes of FTE's on green sheet. 

Shaton Schmeister, (mtr #3121) .. Reflects additional funding for½ time FTE. 

Senator Holmberg (mtr #3197) .. Referred question to Laurie, 0MB Fiscal Staff, 

Senator Holmberg (mtr #3226) .. Through reading media infonnation, state after state is having a 

difficult time balancing budget. One item they use to draw down cost of government, is early 

retirement of state employees. 
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Senate Appropriations Committee 
Bill/Resolution Number 8B2024 
Hearing Date January 23, 2003 

Mr, Collins (mtr #3305) .. General observations, have not had the opportunity to review any 

particular states actions, These are the issues, first needs to be funded through retirement system, 

second, is it a good incentive, will you save dollars? 

Senator Lindaas (mtr #3600) .. Page 4, Defined Contribution Plan taking effect? 

Mr, Collins (mtr #3632) -That is the first year of implementing programs, more expenses 

incurred during the first year, 

Senator Tallaokson (mtr #3700) • With everyone losing money, how do you stay afloat? 

Mr. Collins (mtr #3 715) .. We do our investing through the retirement investment office, This 

has been a challenging time for the retirement system, OW' loses have not been as dramatic as 

others1 the main thing is diversification. We have kept tho funds diversified, 

Senator Mathern (mtr #3863) .. Is this correct, we have major legislation, are any of these costs in 

your budget or are they in addition to? 

Mr. Collins (mtr #3935) .. For many benefits provisions, we will be able to absorb within the 

budget we have before you, 

Senator Kringstad (mtr #4118) .. Does a freeze on cost of living increases effect all retirement 

programs? 

Mr, Collins (mtr #4158) .. This is the first session when we have not had a bill for ad hoc 

adjustments for retirements, Huge increase in rate if current health care plan is maintained for 

retirees, 

Senator Kilzer (tntr #4394) .. How many beneficiaries are there still left in the OASIS? 

Mr. Colllns (mtr #4426) .. Four, average age is 90, 

Senator Lindaas (mtr #4495) .. What is there average benefit at this point? 

.......... - . ------ -- ...:....... ... 
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Senate Appropriations Committee 
Bill/Resolution Number SB2024 
Hearing Date January 23, 2003 

Mr. Collins (mtr #4500) MI don't know at this point. 

Senator Holmberg closed the hearing on the PERS portion of 8B2024. 

Reconvened hearing on SB2024 the RIO portion, 

Steve Cochrane, Executive Director/CIC of ND Retirement and Investment Office, (mtr #4848) -

Reviewed budget and purpose of agency, Written testimony attached (exhibit 2 and 3). 

Tape 1 Side B 

Steve Cochrane, RIO testimony continued. 

Senator Lindaas (mtr #639) .. Two million, is that a complete package and is it neccessary to link 

with the state IT Department. 

Mr. Cochrane (mtr #671) .. Yes, this is a comprehensive package. There ongoing licensing fees 

and maintenance costs. 

t() Senator Kilzer (mtr #818) • How is the two million paid? How is the calculation done? 

Mr. Cochrane (mtr #879) - Funded from the Teachers Fund for Retirement. 

Senator Andrist (mtr #10S4) - What is the cost benefit of two million dollars? With the 

thousands of pension systems out there, there must others that would work. 

Mr, Cochrane (mtr #1124) • We have tho\tght about accessing an shared program? We looked 

closely at the cost. We share your same concern for cost control. 

Senator Grindberg (mtr #1408) • Bill coming to stimulate growth. A portion of fund managed 

with equities outside of ND. 

Mr, Cochrane (mtr #1691) .. Gave an outline of the state investment board program. 

Senator Mathern (mtr #2916) • On the negotiations for software, do you include other agency 

needs, is there other software that would work. 

- ------.-. .. -•~-- --···-------------· - .... ----·•-.. -..... -·~····-····· ..... ' 

The mfcrographfc Images on tnta film ere accurato reproduottons of reoords delfvftred to Modern Information svattfflll for mforofll~1lng and 
Wtre filmed in the r•~ular course of buslneaa, The photographic process meets atandarda of the Amerfoan National standards rn~tltut~ 
(ANSI) for trchival mlcroHlm, NOTIC , If the fflmed Image abovt1 fe less legible than thfa Notfee, ft le due to the quality of the 
doclmltnt btlno filmed, l ('), 
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Senate Appropriations Committee 
Bill/Resolution Number 8B2024 
Hearing Date January 23, 2003 

Mr. Cochrane, (mtr #2983)-This is very specialized software. PERS monitors our process very 

closely. We also look at leveraging current relationships with vendors, 

Senator Holmberg closed the hearing on SB2024. 
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2003 SENATE STANDING COMMITTEE MINUTES 

BILURESOLUTION NO. SB 2024 Votes 

Senate Appropriations Committee 

Q Conference Commit.tee 

Hearing Date February 11, 2003 

Ta eNumber Side A SideB 
#1 X 0-280 

Committee Clerk Si nature 

Minutes: 

Senator Holmberg, chair opened the meeting, with roll call attendance taken. 

Meter# 

Senator Grindberg presented some amendments to SB 2024 (attached to roll call votes sheet). 

Senator Grindberg, moved to accept the amendments, seconded by Senator TaJlackson. 

Only changes in t.he amendments is the salary adjustments. Voice vote on acceptance of 
'.-4 

amendment was held, motion curried. Motion by Senator Grindberg, seconded by Senator 

Bowman to do pass as amended, No discussion, Roll call vote was held, (Attached) 12 yes, 0 

noes aud 2 absent. Senator Grindberg will be the carrier. 

----.. -----·----·-----------.......... _____ ~ ... ~-~···'-'''"' ,, 
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38047.0101 
Tltlo.0200 
Fiscal No. 1 

Prepared by the Legislative Council staff for ~ 
Senate Appropriations JS 

February 7, 2003 I"' o, 
). .. r> 

PROPOSED AMENDMENTS TO SENATE BILL NO. 2024 t • 

-Page 1, line 11, replace "1,795,929" wlth "1,776,639" 

Page 1, line 15, replace "4,864,373" with "4,845,083" 

. Page 1, line 18, t'eplace "2,666, 186" with "2,638,823" 

Page 1, llne 21, replace "4,400,690" with "4,373,327" 

Page 1, line 22, replace "H.B." with "S.B." and replace "9,265,063" with "9,218.410" 

Renumber acoordlngly 

STATEMENT OF PURPOSE OF AMENDMENT: 

Senate BIii No. 2024 .. summary of Senate Action 

Retirement end lnvtttmtnl 
Offlcl 

'fotaldloncM 
Le .. etllmtled Income 
Genefll fund 

Public Employtte Rellteintm 

S~aNlundl 
Leu e•tlmattd Income 
Gtnerelfund 

BIii Toll! 
Total aN loncM 
Leu eallmatfd inc:«n, 
Ge,-,.! fund 

EXECUTIVE 
BUDGET 

SENATE 
CHANGES 

(~19:, 18 290 

SENATE 
VERSION 

$-4,373,327 
4.373,~ 

Senate BIii No, 2024 .. Retf rement and Investment Office .. Senate A·ctlon 

Salarlel and WtQM ~-=-eomr':ed &el'llcM 

'rolalaNfundl 

Le•s tsHmated H'ICOmt 

General fund 

m 

EXECUTIVE 
BUDGET 

$1,795,929 
98&,4'4 
82,000 

2.000,0CO 
$4,864,G73 

~.864,873 
$0 

17,00 

SENATE 
CHANGES 

($19,290) 

($19,290) 

~ 
$0 

0,00 

SENATE 
VERSION 

$1,ne,839 
968, ...... ~.ooo 

2J>C().O()O 

$4,&46,083 

u•s.083 
$0 

17,00 

Dept. 190 • Retirement and Investment Office .. Detall of Senate Changes 

SaltlrlH and wages 
Qpttatlng•~ 

·OOntlnot~ 
Oonl, aotlkl eetVlcet 

Total aM fundt 

Lete eallmatlkl ll'ICOl1'te 

General tund 

REMOVES 
RECOMMENDED 

SALARV 
INCREASE 1 

($19,290) 

TOTAL 
SENATE 

CHANGES 
($19,290) 

($19,290) 

ilUi!ll 
$0 

Page No. 1 38047.0101 
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FTE 0,00 0,00 

1 Thlt amendmfnt retf'llOVfa the Governor, recommendation tof atate employet Hlary lnctetl&el and retalna the recommended stale p,iymem tor 
hellth WIIUI' lUlOt p,~. 

Senate BIii No. 2024 .. Publlc Employees Retirement System • Senate Action 
EXECUTIVE SENATE SENATE 

BUDGET CHANGES VERSION 

Salane1 and w,oea $2,666,1Be ($27.363) $2,638,823 
Optratlnge~ 1,484,504 1,484,50,4 
~ ~ ~ 
TotallllMldl $4,400,890 ($P7,363) $4,373,327 

Leu •llmlted Income ◄ ,iQO,fM ~ ~13:ZHiZ 
Genera) kind $0 $0 $0 

rn 29,00 0,00 29.00 

Dept. 192 - Public Employees Retirement System .. Detail of Senate Change1 
REMOVES 

RECOMMENCED TOTAL 
SAU.RV SENATE 

INCREASE 1 CHANGES 
Salatlff&ndWlgN ($21,363) ($2'1,383) 
QperatlnO•~ 
~ 

TOI.II Ill fundl ($27,363) ($27,363) 

LNI tatlmalld lnoomt ~ ~ 
Gentta)fund $0 $0 

.. iS 0,00 0.00 

t Thia am9fldmenl ttmoVea lht Governor'• rt.commendation for alalt employee &a.Illy lncteaaea and retain, the recommendtd atale p,iyment for 
h6111h ln&lll'ance p!'tmltJme. 

Page No. 2 38047.0101 
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Date: 
Roll Call Vote#: 

2003 SENA TE STANDING COMMITTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. d) 0~ y 

Senate Appropriations 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken cl& P Q ~ $ ~ S (i, t;'y\., VV) 

Motion Made By ~~ Seconded By /3x;J U) rn cun) 

Senators Yes. No Senators 
Senator Holmberg, Chairman v 

~ 

Senator Bowman, Vice Chair ✓ 

Senator Grindberg, Vice Chair v 
Senator Andrlst V 
Senator Christmann 
Senator Kilzer V 
Senator Krauter I._/ 

Senator Kringstad V 
Senator Lindaas V 
Senator Mathern v 

i..-

Senator Robinson 
Senator Schobinger V' 
Senator Tallackson V 
Senator Thane ✓ 

Total (Yes) 1-:A No Q 

Absent .~ 
Floor Assignment ~jiJA 
If the vote is on an amendment, briefly indicate intent: 

.. •'• ..... ,_ ·-·~ .. -... --...... -~-----··-----·----• ....... ____ ,, ____ .... ~- ... -.. ---•--.. -· 

Committee 

Yes No 

·-
" 
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27th DAY WEDNESDAY, FEBRUARY 12, 2003 347 

4 Thi• 1m1ndmenl lncteu•• Ille grant, lln• ll•m Ii) reffecl lhl lranelar ol lederal lund, from lht capital Jll0Jecle arnl Lewl1 and Clark line Item, to lhe 
grant, lint llem. 

6 This amendmen\ changes fondlr.g for \hi follllWlng opllal projecla: 

CAPITAL 
PROJE!OTS OBNERAL FEO!!RAL SPECIAL REVENUE 

UNE FUNO l'UHOS FUNOS DONOS 'TOTAi. 

Admtnl,llaUve office • ($350,000) ($350,000) ($700,000) 
lllrlle RIV~ 

Retooal• Loop A $46.000 (45,000) 
comfort ,talion , 
01~11• Lake 

Renovale comfort 37,500 (37,600) 
elation , 
Beaver Lake 

Rural water conneollon , 126,000 (125,000) 

Lake Sakakewea 
Road repair • 60.000 (60,000) 

Lake Saktkawes, 
Road repair, 30,000 (30.000) 

l'ort Abtaham Ll/1(:()/n 
Cht. and IHI• 65,000 (65,000) 

e■ver lake 
and De1o1 I I Lake 

Malnl1n1nee shop (85,000) (05.000) (130,000) 

con1tnJctlon , 
lcelalldlo 

SodbUelti' exhibit 15,000 (16,000) 

building• 
Fett R1n1om 

S111onal houelng • (210,000) (210,000) 

Lake Sakakawe,, 
Oevlle Lake, 
Fett Ran1om, 
and BHvet Lake 

RHr IC(een amphUhe,ler • 
/ctlendlo, L1k1t 

(46.000l (◄6.000l (00,000) 

MaUfotht, and 
Oevl • lak• 

FEMA construcllon p1, lt<ll& .. ______ ..,. ... _. i§.29..QQQl. .. _ ... ___ ... ,.._ .. ___ ,. __ ,.. ___ ~ 

'Tolal $0 ($960,000) S387,600 ($1,037,500) ($1,8~0,000) 

8 lhl• 1mandn1enl change, lundlno tot lhe tollo'Hlllg o,pllll aa,el f)fojoCII: 

LEWIS AND 
CLAAI< OEN!lRAL FEDERAL SPECIAL HEVENUE 

LIN!:! l'UND IIUNOS FUNDS BONDS TOTAL 

lntar,>ttllve Center, ($110,000) ($110,000) ($220,000) 

Orou Aanch 
Campground 1ellifrlf\O 25,000 $125.000 (150.000) 

1nd regradlno , 
Lake S11k1k11wea 

Campground •~panalon • 1◄0,000 (140,000) 

~0/t SttVMltoll 
Conllngenoy !Of 

(40,000) (40,000) 

~arloUI LtWII 
1/ld Clark 
project, ..................... _ ........................... ... ...... _ ............. ., ....... ___ .......... ... ........................ 

'l'otal so (UM00) $285,000 ($440,000) ($260,000) 

A new section Is added Increasing the agency's 2001-03 appropriation by $500,000 of federal 
funds for grants. 

REPORT OF STANDING COMMITTEE 
._ SB 2024: Appropriations Committee (Sen, Holmberg, Chali-man) recommends 
;) AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS 
/ (12 YEAS, 0 NAYS, 2 ABSENT AND NOT VOTING), SB 2024 was placed on the Sixth 

order on the calendar. 

Page 1, line 11, replac.:a "1 ,795192911 with "1,776,639" 

Page 1, line 15, replace "4,864,373" with "4,846,083" 

Page 1, Une 18, replai:e "2,666,186" with "2,638,823" 

Page 1, line 21, replcice "4A00,89011 with 114,3731327" 

Page 1, llne 22, replace "H.B." with "S,B," and raplace "9,2651063" with "9,218A10" 

Renumber accordingly 

STATEMENT OF PURPOSE OF AMENDMENT: 

Senate BIii No, 2024 • Summary of Senate Action 

I 
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Rellrement ~nd lnve ■lmtnl 
Ofllct 

T Illa! all fund• 
Leu ••Umaltd Income 
Gene,11 lund 

Publlo Bmployeet Re Uramtnt 
SylltM 

Yolal 111 fund• 
Leu eeUmaltd lnC0111e 
General lurid 

8111 Tolal 
Tl'>lal ell lunda 
Leu uumated lnC0111e 
OtntrYI fund 

JOURNAL OF THE SENATE 

execunve SENATI: SENATE 
l!UOG!ll CHANGl!S VERSION 

$4,864,373 ($19,2; $4,845,003 

4,864,3~~ illJ9 4,84M;~ 
0 

$4,400,690 

~ 
($27,38~ 

Cillf 
$4,373,327 

4,373,31~ 

$9,265,003 ($46,6; $9,218,410 

~ 
!iM_6 WM1S 

S•nat• BIii No, 2024 • Retlrernent and Invest:. :'nt office• Senate Action 

EXECUTIVE SENATE Sl!NATE 
BUOGE'l' CHANGES VERSION 

S1111111 end Y;&gH $1,796.929 ($10,290} $1,776,839 

Operating a~penn1 980.444 988,444 

ConUngtriclts 82,000 &2.000 

conllac!td &eNlct• ~ 
... .., .. _______ 2,000.000 

Tolal all lund1 S4.6M,:m ($19,21.X)) $4,1115.083 

Leas esUmaled Income 4,884,373 (19,200) 4,845,063 

General fund $0 $0 $0 

r:re 17.00 0,00 17,00 

Dept. 190 • Retirement and Investment Office• Oetall of Senate Changes 

REMOVBS 
RECOMMENDED TOTAL 

SALARY SENA'\'£ 
INCFtEA9E 1 CHANOES 

9 al•ri•a and wa yH ($19,200) ($19,290) 
Qpetalll\O •~Pfll&H 
conung1111cie1 
conttdcltd 1etv1e.1 -------~- --~---_ .......... 
Tolal all funds ($19,290) ($19,290) 

Lt11 tellmal6d Income ill.ml u.wm 
06nt•'81 lund $0 $0 

0.00 0,00 

27th DAY 

FtE 
1 Thi• 1ma11dmtnl remov11 Ille Oov.irnor's recommendaUon /or atale employee ealary Increases and ret~IM lht reeommend~d a1a1e paym1,n\ /or 

health ln,ure,ice pttmlums, 

Stnate BIii No, 2024 • Publlo employees Retirement System • Senate Action 

EXECUTIVE'. SENATI: SENATE 
8UOOE't CHANGES veRslON 

81latle1 and wagu $2,866,186 1$21,363) $2,638,823 

Opera\ln(I e~pensea 1,484,604 1,484,504 

ConU11get1Cllll llii2Ql! ........................ ~ 

1'olal all fund• $4,400,600 ($21,36l) $4.373,327 

LtH Hllmal&tl Income 1,~00&iQ (21,363) iilliJ.ll 

oe11eral fund $0 $0 so 

~rs 29,00 0.00 29.00 

Dept, 192. Public Employees Retirement Syatem • Detail of Se11ate Ohangea 

RIJMOVES 
necOMMENOeO TOTAL 

SALARY SENAT!! 
INCREAS!i 1 CHANO~S 

s,la!IH Al\d w1111u ($27,383) ($27,3631 
Oparallng ewpen111 
conungenelu ............................... .......... -............ 

1'olal all limda ($27,3631 ($21.3631 

L -------------------The rnfcrographf c fmagea on t~fa ft l --- ' ----·-·--··--·-··· · · ·· .. 
wtr• f flmed fn the regular courae :, ~.r:;';ateTh:p~~tlona of recorda del fvered to Modern Information Syatlffl!I for Mlcrofl lmlng lr-d 
(ANSI) for arohf val ml orofflm, NOTIC 

I 
If the f llmed ,:raa:"1:0 prorar metlta standards of the American Natt onat Standard• lnttltutt 

doc1.11tnt betna ftlmed, , a ve 8 eeA egfble than thla Nottce, ft ta due to the quality of the 

' - ri<:K2 ~ d 1a. )ls k>3 
Ooh 
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Leu eallmeled Income 

Oene,al lund 

l2Z,38i!.l 
so 

0.00 

$0 

FT!! o.oo 
1 Thi• am.ndmenl removea lhe Oovemor'1 1eromm1ndatlon for stale employue sslary lncreaus and relalns the recommended 11ate payment lor 

heallh ln1ur•nce pr,mlum1, 

REPORT OF STANDING COMMITTEE 
SB 2031: Education Committee (Sen. Freborg, Chairman) recommends AMENDMENTS 

AS FOLLOWS and when so amended, recommends DO PASS (5 YEAS, 1 NAY, 
0 ABSENT AND NOT VOTING). SB 2031 was placed on the Sixth order on the 
calendar, 

Page 1, ilne 1, after "A BILL" replace the remainder of the bill with 11for an Act to amend and 
reenact section 15,1-21-02 of the North Dakota Century Code, relatlng to required units 
for approved high schools, 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1, AMENDMENT. Section 15, 1-21-02 of the North Dakota Century 
Code Is amended and reenacted as follows: 

15,1•21·02. High schools• Required units. 

.L. 

+. 

~ 

a,. 

4t 

In order to be approved by the superintendent of publlc Instruction, eooR ii 
public aftEf high school or a nonpubllc high school shall malte ew:illaele te 
eaoo otuaeRt §aQh year allow students to make selections from a 11st that 
Includes: 

~ 

12.i 

Q., 

Q;_ 

Four units of English, 

~ Four units of mathematics, which must Include at least one unit 
Qi.algebra I. one unit of algebra II, one unit of geometry-trigonometry, 
and one unit of calculus, 

Four units of science, which must Include at least one unit of biology, 
one unit of chamlstry, and one unit of physics. 

~ .Erurr units of social studies, IReludlr,g wh(ch must Include at 
least one YD.tl of world history and one YJili of Unltod States history, 
both of which must emphasize geography, 

6-r e, QAe One-half unit of health aAEl ~~yeleal eeueaUeA. 

&.. GAo l:lnlt at each grade level frQm nine through twelve, 

L. One-half unit of physical education at each grade level . from nine 
.through twelve, 

9i. Two units of music, 

:,.., Any olH l:lnlte eeloeloEl ffe1'¥1 bl:felAeoo oeueellen, eeenemleo enEl tl<le #ree 
Mte,~rlee syetem, foreign language, AmerleoA ~lgA language, eAd 
tJeeeUeMI eeufoee lnell:lEll~g family enEl AOfl!eumer eoleneee, egrleulh:lre1 
~Aeea aFte offleo leol:lnology1 marl~ollRQ Ell1,orelll0El eoeu~eUone, lraeo 
aAa lna1:1elrlal eauoalleA, leol:\Ftoleg~ eeh:1ea, 1oi:i, ai:ia hoalO~ earoore. Tho 
i.«ooalloMI ooureee may be efferea 11:!raut h eoe~eFaU1ro arrangomenle 
o~~FEl't40S by lhe elale boars fer ~•eealleAal an1,1 loohAloal OSl:lOBtlOf+r 

b.. Two units of the same foreign language, 

l1 Three units of vocatlonal education, 

1 Iwelve unlta of electlves, 

If any ,_lillliient selects a unit from tho requirements provided 1n 
subdivisions a through d of oubsection 1, tho public high school or 
OQQPubllo high school shall provide the unit to the student, 
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2003 HOUSE STANDING COMMITTEE MINUTES 

BILURESOLUTION NO. SB 2024 

House Appropriations Committee 
Government Operations Division 

□ Conference Committee 

Hearing Df!te March 4, 2003 

Ta e Number Side A 
3 xx 

Committee Clerk Si 

Minutes: 

Side B 
xx 

Meter# 

Sparb Colllns, Executive Director of ND PERS shared written testimony in support of SB 

2024. There are currently 24,000 contracts, the State of ND is approximately half of the client 

base, 

Rep. Carlson asked if the status of the pending bills cut'rently in the session would his 

department increase its FfE's. 

Sparb Colllns advised the committee, he felt the department would be fine at their current level. 

Steve Cochran, Executive Director, ND RIO shared written testimony in support of SB 2024. 

In response to a question from Rep. Skarphol he advised the committee, his department has 2 

ITD people on stuff, we have creative staff members that also contribute to patch work fixes. We 

operate at 74% effectiveness, we would like to increase our effectiveness and se1·vices to our 

clients. Hearing no further testimony the hearing was closed. 
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2003 HOUSE STANDING COMMITTEE MINUTES 

BILURBSOLUTION NO. SB 2024 

House Appropriations Committee 
Government Operations Division 

□ Conference Committee 

Hearing Date Murch 18, 2003 

Tuoe Number Side A 
l xx 

I 

Side B 

Committee Clerk Signutwrl1~ 
~ 

~'l ~ 

Meter# 

-
Minutes: Chairman Carlisle calJed the meeting to order, Roll was taken, all members were 

present with th exception of Rep. Skarphol, (he arrived later·). 

Lori, 0MB explained amendment .0 l 02. 
' 

Rep. Thoreson moved a DO PASS on Amendment 38047.0201, Second by Rep. Timm. 

ROLL CALL 8 yea O nay ..... Skaphol, absent a11d not voting. 

Rep. Thoreson Moved a DO PASS as Amended on SB 2024, second by Rep. Timm 

ROLL CALL VOTE 8 yes O no 1 absent (Skarphol) Motion carries. 

,_ 

L .. ,;;;-;;,~-;;.r,phlc Ima;;;;, t!t• m; •r• accurate r;:-z,;;,.--;·;~iiv.,~t; M~;;. t~lormatton syate,no for Mlorofllmtno and 
wer~ filmed In the regular course of business, Yhe photographic process meets standards of the American National Standardt Institute 
(ANSI) for archival mlcrofflm, NOYlt I If the filmed Image above fa leas legible than this Notice, It ia due to the quality of the 

~ jS,C _:t ~ IQ /5 /0,3 doounent being filmed, \._. ~..l ('J, * ~ ) J J 
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2(X)j HOUSE ST/\NDINO COMMITl'EE MINUTES 

BILURESOt.UTION NO. SB 2024 

House Approprlutions Committee 

□ Conference Committee 

Heuring Dute 03-27-03 

\,' 1' 1' • 0 I 

Ta c Number Side A Side B Meter# -----· -----------· X 6.0- end i----------+-----·-----+----------4--.....:..:...;,;__ ____ --I 

Committee Clerk Sig~atur 

Minutes: 

Chairman Svcdjan Opens SB 2024 for discussion. A quorum was prese:nt. 

Rep. Thoreson Introduced the Public Employee's Retirement System, Retirement and 

Investment Office budget. I move to adopt amendment .0201. 2nd by Rep. Carlisle, Motion 

Carrlcs. I move a Do Pass As Amended. 2nd by Rep. Carlson. Motion Carries 20-0-3. 

Rep. Thoreson will carry this bill on the floor. 

I 

.J 

J 
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2003 HOUSE STANDING COMMITTEE MINUTES 

BILURESOLUTION NO. SB 2024 

House Appropriations Committee 

□ Conference Committee 

Hearing Date 03<~ l -03 

Tape Number Side A Side B 
2 X 

'J ' 

Committee Clerk Signature Ue;, ~/~~~ 
,;:?' 

Minutes: 

Meter# 
4.0 - 5,0 

Rep. Thoreson I move to reconsider our actions on SB 2024, 2nd by Rep. Kempenich, 

Motion Carries. 

I move antendment .02S02 to SB 2024. 2nd by Rep. Carlisle. 

Motion Carries 

I move a Do Pass As Amended to SB 2024. 2nd by Rep. Skarphol, 

Motion Carries 22 .. 0 .. 1, Rep. Thoreson will carry this bill on the floor, 

-----------
The mfcrographfc Images on tnls fflm are accurate reproduotfons of records delivered to Modern Information Systems for mlorofflmfno tnd 
were filmed fn the regular course of business, The photographic proe~ss meets standards of the American National Stand1rda lnstttute 
(ANSI) for archival mf~rofflm, NOTIC I If the filmed fmage above fa leas legfble th~n thfs Notfce, ft la due to the quality of th• 
dool.Mrlt betng f1 lrned, 
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38047.0201 
Tltle.0300 
Fiscal No. 1 

1f--
Prepared by the Legislative Council staff for / 0 3 Representative Thoreson 5 / .. :i '1 · 

March 18, 2003 

PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO, 2024 

Page 1, line 181 replace 112,638,823 11 with 112,656,64 711 

Page 1, llne 21, replace "4,373,32JII with 114,391,151" 

Page 1, line 22, replace "9,218.41 0" with "9,236,23411 

Renumber aocordlngly 

STATEMENT OF PURPOSE OF AMENDMENT: · 

Senate BIii No. 2024 - Summary of House Action 
EXECUTIVE SENATE 

BUDGET VERSION 

Retirement and lnves!me111 
Offle& 

Total all funds $4,864,373 $4,845,083 
Less estimated Income M6M73 
General lund $0 

4,845.083 
$0 

Publlo Employees Retirement 
System 

$4,373,327 Total all lunds $4,400,690 
Less estimated Income 4.400,s;g .. ,373,3u 
General iund 

BIii Total 
Total all funds $9,266,063 $9,218,410 
Less estimated Income 9,266,, 9,218,410 
General tund $0 

HOUSE HOUSE 
CHANGES VERSION 

$0 $4,846,063 

$0 
4,8'1~,0Sj 

$0 

$17,824 $4,391,161 
17,au ~1i1ib 

$17,824 $9,238,234 
17,au 91236,23~ 

$ 
' •~ I •t ( ·.· ,' 
, ....... ,\ 

L 

Senate BIii No, 2024 - Pub!lc Employees Retirement System • House Action 
EXECUTIVE SENATE: HOUSE HOUSE 

BUDGET VERSION CHANGES VERSION 

Salaries and waoes $2,668,188 $2,638,823 $17.824 $2,656,647 
Operating ei<penses 1,484,604 1,.«14,504 1,484,604 
Contlngencles 250.000 gso,OQQ 260.00Q 

Total all funds $4,400,690 $4,373,327 $17.624 $4,391,161 

Less estimated ln«>me 4,~QM90 ~la z3,~2z j?Jg4 il139t,1§1 

General fund $0 $0 $0 $0 

FTE 29,00 29,00 0,00 29.00 

Dept. 192 • Publlc Employees Retirement System - Detail of Housa Changes 
ADOS FUNDING 

OMITTED IN 
EXECUTIVE 

auooer FOA TOTAL 
NHW HOUSE 

EMPLOYEE: 1 CHANGEl:l 

Salaries and wages $17,824 $17,824 
Opere.th,a el(penaas 
Contingencies ---
Total all lunda $17,82,4 $17,82il 

Leu eatlmated Income iz.ru 1Z.lli. 
Oonoral fund $0 $0 

FTE 0.00 o.oo 
1 Thia amendment adds lundlng ol $ t t ,832 for health benellta and $5,092 for a clailallloatlon change for a new FTE position added to lhe Public 

Employooe Retirement System, whlllh were omitted In tho e~ecullve budoet recommendaflon, 

Page No. 1 38047.0201 

The micrograph le Images on t~fG film are accurate roproductfons of l"eeords del fvered to Modern Jnformatf on Systems for rnfor•offlmfng at'ld 
were fflmed fn the raaular courae of buafntRS, The photoarnphfe pr~c&&s meeta standards of the Arnerfoan N~tfonal standards lnetltute 
(ANSI) for archival mfcrofflm, NOTIC t If the filmed lffltlge above fs leas legible than this Notice, ft fa due to the quality of tht 
docunent being filmed, l ( , ~ } JM. 

1C __ l ~ IQ l JS &L.1_ 
Opt < 1 D11te 
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Dute:03-18-03 
Roll Cull Vote# 2 

2003 HOUSE STANDING COMMITTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. sn 2024 

House _Appropriutlons: Government Operations Division Committee 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken Do Pas:l As Amended 

M ' Md B R Th otlon a e y ep, oreson 

Representatives Yes 
Chairman Carlisle X 

Vice Chairman Carlson X 

Rep. Koppelman X 

Rep. Skarphol 
Rep. Thoreson X 

Rep. Timm X 

Rep. Gtassheim X 

Rep. Kroeber X 

Rep. Warner X 

d d Sccon e 

No 

8 No Total 

Absent 

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

38047.0201 

By Reo. T' 1mm 

Representatives Yes No 

-· 

0 

Floor Assignment Thoreson --------~---·---------------
If the vote is on un amendment, briefly indicute intent: 
See attached umendment 

The mfcrographfc Images on tAla film ~re accurnta reproductions of records dtlfverll'd to Modern tnformatfijn Syetems 1or 111l0ro1flmlng and 
were filmed fn the regular courae of buafnesa, rhe photographic process meota atandarda of the Alnerfcan Natfonal Standards lnttitut• 
(ANSI) for archival mfcrofflm, Morie I If the fflrned Image above fa leaa legible than thfe Notice, ft fa due to the quality of the 
doclll'ltnt being ff lmed, ( 

1 
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REPORT OF STANDING COMMITTEE (410) 
April 1, 2003 1 :27 p.m. 

Module No: HR~58·6335 
Carrier: Thoreson 

Insert LC: 38047 .0202 Title: .0400 

REPORT OF STANDING COMMITTEE 
SB 2024, as engrossed: Appropriations Committee (Rep. Svedjan, Chairman) 

recommends AMENDMENTS AS FOLLOWS and when so amended, rucommends 
DO PASS (22 YEAS. 0 NAYS, 1 ABSENT AND NOT VOTING). Engrossed SB 2024 
was placed on the Sixth order on the calendar. 

Page 1, line 11, replace 11 1,776,63911 with 11 1,774,885" 

Page 1, line 15, replace 114,845,083" with 1141843,32911 

Page 1, llne 18, replace "2,638,823" with 112,653,654 11 

Page 1, line 21, replace "4,373,327" with 1141388, 15811 

Page 1, line 22, replace "9,218,41 0" with 119,231.487" 

Renumber accordingly 

STAT&:MENT OF PURPOSE OF AMENDMENT: 

Senate BIii No. 2024 .. Summary of House Action 

EXECUTIVE SENATE HOUSE HOUSE 
BUDGET VERSION CHANGES VERSION 

Ratlremenl and Investment Office 
Total all lun<.Js $4,884,373 $4.845,083 

(~1:7;;~ 
$4,043,320 

Lass estimated Income 4,864,373 4M5,oe~ 1 764 4,843,329 
General fund $0 $0 ~ 

Pob!lo Emrlo(ee& Retirement System 
Tota al funds $4,400,690 $4,373,327 $14,831 $4,388,158 
Less estimated Income 4.400,§~~ 4,.'.l73,327 14,Si~ ~.388,168 
General fund $0 $0 

BIil Total 
Total all funds $9,266,003 $9,218.410 $13,077 $'l,2'.l1,487 
Less ~stlmated income ~.265,063 9,216.410 ™i 9,23!.4.fo 
General fund $0 $0 

Senate BUI No. 2024 • Retirement and Investment Office - House Action 

EXECUTIVE SENATl: HOUSE HOUSE 
BUDGET VERSION CHANGl:S VERSION 

Salar/es and wages $1,795,929 $1,776,839 ($1,754) $1,774,005 
Operallng expenses 888.444 986,444 986,444 
Contlngenoles 82,000 02,000 82,000 
Contracted servlceB 2,000,000 2,000,000 2,000,000 

Tolal all funds $4,864,373 $4,845,083 {$1,754) $4,843,329 

Leas asllmated Income 4,664.373 :!AfS-1-083 {1.Jfill 4,843,:J29 

Goneral fund $0 $0 $0 $0 

FTE 17.00 17,00 0,00 17.00 

Dept. 190 .. Retirement and lnve&tment Office N Detail of House Changes 

(2) DESK, (3) COMM 

REDUCES 
RECOMMENDED 
FUNOINOFOR 

HEALTH 
INSURANCE 1 

TOTAL 
HOUSE 

OHANrrs 

Page No. 1 HIH8·8335 

.... I .~ 
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REPORT OF STANDING COMM?TTEE ( 410) 
April 1, 2003 1 :27 p.m. Module No: HR-58-6335 

Carrier: Thoreson 
Insert LC: 38047.0202 TUia: .0400 

Salarlaa and wages ($1,764) ($1.764) Operating expenses 
Conlln~noles 
Oontraoted services -- ---
Total all lunds ($1,764) ($1,754) 
Less ostlmete<I Income !JJ64l 1.1.164) 
General lund $0 $0 
FTE 0,00 0,00 

1 Tnls amendment 1educes the funding lor state omployoo hoallh Insurance premiums from $493 per month to $488,70 per month, 

Senate BIii No. 2024 • Public Employees Retirement System .. House Action 

EXECUTIVE SENA.TE HOUSE HOUSE BUDGET VERSION CHANGES VERSION 
Salaries and wages $2,668,186 $2,638,823 $14,831 $2,653,654 Operating expenses 1,484,604 1,484,504 1,484,604 Contingencies 26(2,00,Q 260.000 250,00.Q 
Total all runds $4,400,690 $4,373,327 $14,831 $4,388,158 
Less estlmaled Income .Moo,eoo ~?§gl 14,831 4,388,158 
General fund $0 $0 $0 $0 
l=TE 29,00 29,00 0.00 29.00 

Dept. 192 .. Public Employees Retirement System - Detail of House Changes 

REDUCES ADD8 FUNDING 
RECOMMENDED OMITreo IN 
FUNDING FOR EXEOU1IVE BUDGET TOTAL HEALTH FOR NEW HOUSE INSURANCE f EMPLOYEE 2 CHANGES 

Salaries and wages ($2,993) $17.824 $14,831 Oporatlng expenses 
Contingencies --
Total all fund$ ($2,993) $17,824 $14,831 
Leas e11Umateu l11coma ~ .!.Z&l1 14,831 
General lund $0 $0 $0 
FTE 0,00 0,00 o.oo 
1 This amendment reduces lhe lundlng for stale employee heallh lnsurancu premiums lrom $493 par month lo $4811,70 per monlh. 

2 This armndmont adds funding or $11,832 for hoallh benallts and $5,992 101 a classlflMllon change lor a new FTE poslllon a<.lded to Hie Publlo 
Employees Retirement System, which were omllted In the executive budget recommendation. 

(2) DESK, (3) COMM Page No. 2 HR,58,8335 
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2003 TE:STIMONY 

SB 2024 

The mf orograph It Images on t~ f s f flrn are accurate reprod~1ot 1 ons of records del 1 var~ to Modern I nforrnat 1 on Systems for ml orof llm1 ng end 
were fl lined In the regular course of business, The photographic process meets standards of the American Notional Standards tnstltute 
(ANSI) for archival rnlcroff lm, NOTIClp 1f the fflmod Image abo\lll fs leu legible than this Notice, It la due to the qual f ty of the 

doolJIIGnt befng f I lined, 1_-:'/ f:v:: (f: \ . i /Q } JS !f)S_ 
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Prepared by the North Dakota Leglslatlve Counoll 
staff for Hous~ Appropriations 

February 27, 2003 

,--·\o~partment 190 - Retirement and Investment Office 
Senate BIii No. 2024 

FTE Positrons General fund 
2003-06 Executive Budget 17.00 $0 

Other Funds 
$4,864,373 

Total 
$4,864,373 

2001 ·03 Leglslatlve Appropriations 18.00 0 218101847 21810,84 71 

lncreaso (Decrease) (1.00) $0 $2,0531526 $&,053,526 1 

1 Thij 2001-03 appropriation amounts Include $20,714 from other funds for the agency's share of the $5 million funding pool 
appropriated to the Office of Management and Budget for special market equity adjustments ivr classlfiad employees. 

Agency Funding FTE Positions 

$6,00 18,20 ...--------------, 

$6.00 18.00 

$4,00 17,80 ---· 

~ j $3.00 
1Ui0 1-----------------1 
17.40 ______ __,,__ __ __, __ _ 

$2.00 
17.20 

$1.00 17.00 ,__ __ _ 

$0.00 

I~ 
1997-99 

... \,.._j¥ 

2001-03 2003-05 
Executive 
Budget 

16.80 '-------------..... 
1997~99 1999-2001 2001-03 ::!003·06 

E)(eoutlve 
Budget 

■ General Fund ■ Speolal Funds 

First House Action 
Attached Is a summary of the first house changes. 

Executive Budget Hlghllghts 
(With Ff rst House Changes Noted) 

General Fund 
1, Removes 1 FTE for vacant administrative assistant I 

2, Provides funding for retirement administration system upgrade to 
replace current malnframt1 system 

Major Related Leglslatlon 
As of the date of this report, no major leglsletlon has been Introduced which affects this agency. 

Other Funds 
($28,809) 

$2,000,000 

Total 
($28,809) 

$2,000,000 

L 
Th·~-~t~;~raphfo t~gH on tAf fl l --·------·---·---·--········ . . . . ... . . 
were fflrned fn the regular cou~se o~ ~-r~:~;ater~:pr~~~tfons of r,word8 delfvered to Modern Information Systems for mforofflmfng end 
(ANSI) for archival mfcrofflm, NOTIC I If the ffl~ ,~ar.t::oc, eala meelte ,abtlandahrds off the Amerf~an National Standards Institute 
dooi.ment being filmed, r 9 988 eg 8 tan th a Notice, ft fa due to the quality of the 

Ope ( 

1 

k) )t5 )(>3, ~ 
Dato 
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§Id]'EMi!'.SI Of fL!RfOSE Qf AME~UMENir 

·-~ Senate Bill No, 2024 - Futtdlng Summary 
' 

Executive Sen1te Senate 
Budget Chanau Version 

Retirement and Investment 
om~e 

Salaries and wages $l,79S,.l9 ($19,290) $1,776,639 
Operating expenses 986,1144 986,444 
Contingencies 82,000 82,000 
Contracted services 2,000,000 2,000,000 

iotal all f\mds $4,864,373 ($19,290) $4,845,083 
Less estlmRted Income 4186413'13 (191290} _41845,08~ 
Ocncral fund so so -- .~o 

FTB 17.00 0.00 17,00 

Publlc Employees Retirement 
System 

Salaries and wages $2,666,186 ($27,363) $2,oJB,823 
Operating expenses l,484,S04 1,484,504 
Contingencies 250,000 250,000 

Total all funds $4,400,690 ($27,363) S4,373,327 
Less estimated Income 4,4001690 (27,3632 4,373,3]2 
General fund $0 so $0 

FTE 29.00 0.00 29.00 

BIil Total 
Total all funds $9,265,063 ($46,653) $9,218,410 
Less estimated Income 9,265,063 (46,6,131 9,218,410 /.--) Oeneral fund To $0 $0 

46,00 o.oo 46,00 '•· .. J FTB 

Senate BIil No, 2024 .. Retirement and Investment Office~ Senate Action 

Salaries and wages 
Operating expense~ 
Contlngonoles 
Contracted services 

Total all funds 
Leu estimated lnco111e 
General fund 

PTE 

Executive 
Bud1et 
$1,795,929 

986.444 
8~\000 

2,000,000 

$4.864,373 
41864,373 

$1) 

17,00 

Senttt 
Ch1111u 

($19,290) 

($19,290) 
(19,290) 

$0 

0.00 

Senatt 
Version 

$1,776,639 
986,444 

82,000 
2,000,000 

$4,845,083 
4,845,083 

$0 

1.1,00 

02/24/03 

( 

SB2024 

L 
the mforoc,r1phf c fmages on t~f • f flm art accurate rtproductf ons of records del f vered to Modern lnforrnatlon syatem1 for mlcrof llmfno and 
were filmed fn the regular course of bu1fneaa, The ~otoara~lo process meets atandarda of the Arnerfcan National St111dard1 lnatftutt 
(ANSI) for erohfval mfcrofflm, NOTIC , rf the fflmed l11111aa ebova fa leas logfble than this Notice, ft fi. due to the qualfty of the 

doo"""'t bolng filmed, <?- ~. I ) /2 
Ope , _ _b1.Q T~0\ It,) ,1~ -~j 

• D11te 



02/24/03 

Department No. 190 • Retirement and Investment Office .. Detail of Senate Changes 
-~ 

Remove. 

Salaries and waaos 
Operatlna oxpenus 
Contlngo11(1fe.t 
Contracted SCl'Yi«s 

Total all funds 
Less estimated lncornc 

Ocncrat fbnd 

m 

Recommended 
Salary lncreaue1 

($19,290) 

($19,290) 
__ (19,290) 

$0 

0.00 

Total Senate 
Chan&H 

($19,290) 

($19,290) 
(19.290) 

$0 

0.00 

1 This amendment removes the Governor's recommendation for state employee salary increases and retains the recommended state 
payment for health Insurance premf ums. 

Senate BUI No. 2024 • Public Employees Retirement System • Senate Action 

Senate 
Chan1e• 

0 
Salaries 1t1d w,aes 
Operatlne o,cpc~es 
Cont!ngenolos 

E:iecutlve 
iiud1et 

$2,666,186 
J,484,504 

250,000 

($27,363) 

Senate 
Vemon 

$2,638,823 
J,484,504 

250,000 

<) 

Total all funds 
Less estimated Income 
Oenertl f\1nd 

F'YB 

$4.400,690 
4,400,690 

so 
29.00 

($27,363) 
(21363i 

$0 

0.00 

$4,313,327 
4,373,327 

$0 

29.00 

Depntmerd No, 192 w PubUc Employets Retirement System - Detail of Senate Chanaes 

Sllwles and waaet 
Operatlna expenses 
Contlngenclos 

Total all funds 
Less estimated Income 

General fund 

FTE 

Rtmove. 
Recommeridtd 

Salary lntreue1 

($27,363) 

so 

0.00 

Total Senate 
Chanaea 

($27,363) 

($27,363) 
(27,363) 

$0 

0,00 

1 This amendment removes the Oovemor's recommendation for stnte employee salary Increases and retains the recommended state 
payment for health Insurance premiums, 

2 SB2024 

I 

f 
l 
I 
) 

I.·---·------------·-·-----··•--·-····-······-·-·········-·····. 
, Tht mfcrc,oraphfc fma;ea on t~f• fflm are eccurate reproductfona of records delivered to Modern tnforrnatfon syatttn1 for microfilming end 

·· Wtrt ffltned In the reoular courH of bullneH, The photogre~fo proceH rn.tete 1tendtrdt of the AMerfcen Matfonal St'.tnclards lnttltutt 
(M191) for archival microfilm, NOTIC I lf the filmed fmeae above fe le11 leQfble than thfa Notice, It fa due to the quality of tht 

. docLINnt btfng f fltntd, 
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I .. Prepared by the North Dakota Legislative Council 
staff for House Approprlatlona 

February :2R, 2003 

~ ,---l~partment 192 • Public Employees Retirement System 

i 
J 

r 
t 

I 
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mate Bill No. 2024 

FTE Positions Gener~', Fund Other Funds Total 
2003·06 Executive Budget 29.00 $0 $4A00,690 $4,400,690 

2001-03 Leglslatlve Appropriations 27.00 0 318921490 3,892!4~01 

Increase Decrease 2.00 $0 $508,200 $608,200 

1 The 2001-03 appropriation amounts Include $33,010 from special funds for the agency's share of the $5 mllllon funding pool 
appropriated to the Office of Management and Budget for special market equity adjustments for classified amployees. 

Agency Funding 
$5,00 /,___ ____________ ~ 

$4.00 

~ $3,00 

i $2.00 

$1.00 

$0.00 

FTE Positions 

30.00 r--------'---------. 
29,00 1--------------":IIF---l 

28.00 t-----------~-----1 
27.00 t---------~~:;:._----l 

26.00 1------=i~---------1 

26.00 1--------,<'----------------1 

24.00 J-----:,,__ _________ --1 

23.00i-~IIQ--------.....:_---~ 
22,00 .__ ____________ __, 

( 
,~ 
__) 

2003--05 
Executive 
Budget 

1997-99 19gg.2001 2001-03 2()03..05 
Executive 

Budget 

■ General Fund ■ Speclal f:unds 

First House Action 

Attached Is a summary of the first houf.ie changes. 

Executive Budget Hlghllghta 
(With First House Changes Noted) 

1. Adds 1 FTE data processing coordinator Ill 

2. Adds 1 FTE audlto~ II 

3, Provides addltlonal funding to the contingency line for Health Insurance 
Portability and Accounlf'blllty Act (HIPM) compliance 

4. Provides '
1
addltlonal funding for salary equity Increases for Publlo 

Employees Retirement System employees 

General Fund 

Major Related Leglslatlon 

Other Funds Total 
$37.650 $37.650 

$82,775 $82,775 

$225,000 $226,000 

$80.362 $80,362 

Houae BIii No. 1064 .. This blll transfers the administrative responsibility for the Job Service rEitlrement plan from Job Sarvlce North 
Dakota to the Publlo Employees Retirement System Board. 

( ,,,.:,._ Senatli BIii Ui'.', 2029 • This blll provides that any health Insurance coverage mandate approved by the Leglslatlve Assembly only 
· .. ~pplles to the publlo employees group haalth Insurance program for a period of two y~ars during which time the Publlo Employees 
'~~etlrement System Is to evaluate the mandate1s costs and benefits and prepare a report for consideration by the noxt Legislative 

Assembly In determining If the mandate should be allowed to expire or be e><panded to ell Insurers. 

Senate 8111 No, 2033 M This bill provides for state peace and correctlonal officers to partlclpah In the National Guard retirement plan, 

ope or Is 1natur 
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~ 
Senate BIii No. 2060 • This bill provides that the Public Employees Retirement System eslabllshes a self-Insurance plan for hospital J' 
and medical benefits coverage to group health Insurance bidding requirements and establishes employer-based weUness program!. 

Senate BIii No. 2176 • This blU provides that a retiree who accepts a retirement allowance from a participating political subdivision's 
retirement plan may elect to participate In the uniform group Insurance program without meeting minimum requirements at age as;r·· 

~en the employee's spouse reaches age 65, upon the receipt of a benefit, when the poUtlcal subdivision Joins the uniform grou 
surance plan If the retiree was a member of the former plan1 or when the spouse terminates employment. 
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STAIEMENI Of: P!JBPOSE OF AMENDME~T: 

(~enate BUI No, 2024 w Funding Summary 
' 

Extcullvr Stn11te Stnatt 
Budgtl Changes Version 

Retirement and Investment 
Office 

Sali1rlcs and wages $1,795,929 ($19,290) $1,776,639 
Operating expenses 986,444 986.444 
Contlngenoles 82,000 82,000 
Contracted scrYlces 2,000,000 2,000,000 

Total all funds $4,864,373 ($19,290) $4,845,083 
4 845,083 4,864,37~ (19,290} Less estimated Income 

$0 -4 .$0 General fund - $0 

FTE 17.00 0.00 17.00 

Publlc Employees Retirement 
System 

Salaries and wages $2,666,186 ($27,363) $2,638,823 
Operating expenses 1,484,504 1,484,504 
Conllngcnoles 250,000 250,000 

Total all funds $4.400,690 ($27,363) $4,373,327 
...ii00,690 (27,363) 4,373,327 IMs estimated lneomc 

so General tund -· so so 
FTE 29,00 0,00 29.00 

Bill Total 
$9,218,4 to 6 $9,265,063 ($46,6S3) Total all CUnds 

9,26S,063 (46,653) 9,218.410 Less estimated Income 
$0 $0 General fund $0 

46,00 0.00 46,0() FTI:! 

Senate BUI No. 2024 M Retirement and Investment Office - Senate Action 

Salllrles and wages 
Operating expenses 
Contingencies 
Conttacted sel'\'lces 

Total all funds 
Less estimated Income 
0encral fund · 

FTE 

Executive 
Budgtt 

$1,795,929 
986,444 

82,000 
2,000,000 

$4,864,373 
4,864,373 

$0 

17.00 

Stntft 
Changes 

($19,290) 

($19,290) 
(19,290) 

$0 

0.00 

Stnafe 
Version 

$1,776,639 
986.444 
82,000 

2,000,000 

$4,845,083 
4,845,083 

so 
17.00 

S82024 
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Department No. 190 - Retirement and Investment ornce • Detail of Senate Chtmges 

Salaries and wages 
Operating expenses 
Cont!ngenc!cs 
Contracted services 

Total all funds 
Less estimated Income 

General· fund 

FTB 

Rrmovu 
Rrcommrndrd 

S11l1ry lnuuse1 

($19,290) 

($19,290) 
(19,290) 

$0 

0.00 

Total Srn11tt 
Ch•n~t-s 

($19,290) 

($19,290) 
(19,290\ 

$0 

0.00 

02/24/03 

1 Thls amendment removes the Govemor1s recommendation for state employee salary Increases and retains the recommended state 
payment for health Insurance premiums. 

Senate BUI No. 2024 - Public Employees Retirement System - Senate Action 

Sal1rles and wages 
OJ)ftatlng expenses 
Contlnsencles 

Total all titnds 
Less estimated income 
Oeneral fund 

FTE 

Encuttve 
Budget 
$2,666,186 

1,484,504 
250,000 

$4,40o.690 
4,400,6~0 

$0 

29,00 

~nalr 
Ch•ttgrs 

($27,363) 

($27,363) 
(27.363) 

$0 

0,00 

Senate 
Version 

$2.638,823 
1,484,504 

250,000 

$4,373,327 
4,373,327 

$0 

29,00 

Department No. 192 .. Public Employees Retirement System .. Detafl of Senate Changes 

Salaries and wages 
Operatln:i: e,cpenses 
Cottt!ngeno1es 

Total all funds , 
Less estimated Income 

FTE 

Removes 
Recommended 

Salary Increase• 
($271363) 

Total St111te 
Changes 

($27,363) 

($27,363) ($27,~63) 

(27,363) t· !£1ill2. 
$0 $0 

0.00 0.00 

1 This amendment removes the Oovemor1s recommendation for state employee salary increases and retains the recommended state 
paymtmt for health Insurance premiums. 
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Department 190 - Retirement and Investment Office 
--- , Senate BIii No. 2024 

2003..05 Executive Budget 

2001-03 Leglslat!ve Appropriations 

Increase Decrease 

FTE Poaltlona 
17.00 

18.00 

1.00 

Prepared by the North Dakota Legislative Counoll 
staff for House Appropriations 

General Fund 
$0 

0 

$0 

Revised March 61 2003 

Other Fund• 
$,$ ,864,373 

2,810,847 

$2 063,526 

Total 
$41864,373 

2,810,8471 

1 The 2001-03 appropriation amounts Include $20,714 from other funds for the agency's share of the $5 mllllon funding pool 
appropriated to the Office of Management and Budget for special market equity adjustments for classlfled employees. 

Agency Funding 

$6.00 .----------------

$5.001---------

$4.00 .-------------
~ 
~ $3.001----------,-~---u.~--
:; 

$2.1)() 

$1.00 

$0.00 

FTE Positions 

18.20 --------------. 

18.00 

17,80 1---4--------t--i..------~ 

17,60 1----'<-----f-----'l-------1 

17,40 1------.... ---+----->r-------i 

17,20 .,__ ___ _,._--1------~-----l 

17,00 1-----..:..is:=-------=--~-1 

16.80 ---------·-------' 

0 
2003-05 

Executive 
Budget 

1997•99 1999-2001 2001-03 2003-05 
Executive 
Budget 

J 

■ General Fund ■ Special Fund■ 

First House Action 
Attached Is a summary of the first house changes, 

Executive Budget Hf ghllghts 
(With First House Changes Noted) 

1. Removes 1 FTE for vacant administrative assistant I 

2. Provides funding for retirement administration system upgrade to 
replace current mainframe system 

General Fund 

Major Related Leglslatlon 
As of the date of this report, no major leglslatlon has been Introduced which affects this agency, 

Other Funds 
($51,618) 

$2,000,000 

Total 
($67,618) 

$2,000,000 

L. --------- -·-----.. ----.. ·•·"··· , ...... ·---------··· ..... 
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_ Department No. 190 • Rettrement and Investment Office - Detail of Senate Changes 
.\ 

Salariea and wages 
Operatlna citpenscs 
Contl ngonoles 
Contracted services 

Total all funds 
Less estimated Income 

Oener■I fund 

FTB 

RemO\IH 
Recommended 

Salary lncrme1 

($19,290) 

($19,290) 
(19,290) 

$0 

0.00 

T1>tal Senate 
Ch■naes 

($19,290) 

($19,290) 
(19 290) 

$0 

0,00 

02/24/03 

1 This amenrtment removes the Governor's recommendation for state employee salary increases and retains the recommended state 
payment for health f nsurance premiums. 

Senate Bill No. 2024 .. Pu bile Employees Retirement System - Senate Action 

Exttutlve Sell.U: Senate 

~ 
Budaet Ch1n1et Version 

Salaries and wages $2,666,186 ($27,363) $2.~38,823 
Operatlna oxpenses 1,484,504 1,484,504 

', / Ct,ntlnaenoles 2SO,OOO 250,000 .. _ .... 

Total all funds $4_400,690 ($27,363) S4,?73,327 
Less estimated Income 41400,690 (27 363) 4,313l:127 
General fund $0 $0 $0 

FTE 29.00 0.00 29,00 

Department No, 192 .. Public Employees Retirement Syst&.m w Detail of Senate Changes 

Salarle.t 111d wages 
Ope1atln111xpenses 
Contlnaenoles 

Total all l'unds 
Less estimated Income 

Oeneral fund 

FTB 

Remo\les 
Recommended 

S•lary htmase1 

($27,363) 

($21,363) 
(21,363) 

so 

0.00 

TotJI Senate 
Chana;u 

($27,363) 

($27,363) 
(27 363) 

$0 

0.00 

1 This amendment removes the Governor's recommendation for state employee salary Increases and retains the recommended state 
payment for he1llth insurance premiums. 
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1. What Is the main purpose of your agency? 

The North Dakota Retirement and Investment Office (RIO) was created by the 1989 leglslatlve 
Assembly to capture administrative and Investment cost savings In the management of two 
Important long-standing state programs-the retirement program of the Teacher's Fund for 
Retirement (TFFR) and the Investment program of the State Investment Board (SIB), 

2. How do you measure the achievement of ,vour purpose? 

The North t>akota Aetfretnent and Investment Office (RIO) exists In order that: 

• SIB client$ receive cost~effectlve lnvesttnent services directed at meeting their written 
f lnandal goals under the Prudent Investor Rule. 

• SIB clients receive Investment returns consistent with their written Investment pallcl~s 
and market variables, 

• Potential SIB clients have access to Information regarding the Investment services 
provided by the SIB. 

• TFFR benefit recipients receive their retirement benefits In a cost effective and timely 
tnattr1er. 

• TFFR members have access to information which will allow them to become knowledgeable 
aboqt the Issues and process of retlretne.nt, 

• SIB clients and TFFR benefit recipients receive satisfactory services from the boards 
and staff of the off ice, 

All operations of the Retirement and Investment Office are ovetileen by the State Investment 
Board and the Teachers' Fund for Retirement Board. For many years, these boards have set 
performance based objectives for their respective programs. The objectives are presented as 
"ends" to be achieved. The achievement of these ends Is reviewed quarterly through monitoring 
reports and annually through more In-depth reporting to the boards, 

The mission statement In the box above Identifies the broad ends for RIO as set· forth In the 
agency Governance Manual1 as establlshed by the administrative board for the agency, the SIB. 

State Investment Board 

Investment expenses are tracked and compared to other slmllar measures to determine cost 
effectiveness. Investment expenses Include Investment office expenses, consultant fees, 
money manager fees, and master custodian fees. Due to wide variances In Investment program 

L . ___ ,, __________________ _ 
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structures across the comparable Institutional Investment pool universe, the comparison Is 
made In the context of relative Investment exposures. Absolute and relative performance are 
also closely monitored as well us dispersion from designated asset allocation frameworks. 

Teaohers1 Fund for Retirement 

There are a number of ways to measure achievement of TFFA's purpose. The most obvious ls 
plan benefits. Undoubtedly, the benefits available under the retirement plan must be considered 
In context with the demographics of the system, Social Security coverage, aotuarlal and 
flnanclal soundness of the plan, and Investment structure. Another measure Is retirement 
program cost per member. This measurement Is most pertinent In relationship to hlstorlcal 
costs and plan specific services since comparisons with other systems are Inherently Indirect 
and may be misleading. Staff size In relation to the number of members served Is also 
considered. Although staff sizes vary by type size, and complexity of the system, they appear to 
exhibit certain economies of scale. Finally, TFFR measures how well they serve their clients
the active and retired teachers of this state. Evaluations Indicate that member satisfaction with 
TFFR programs. services, and Information Is very high. 

3. What can the leglslature do, flnanclally and otherwise, to help you achieve your purpose? 

Historically, RIO has enjoyed a positive working relationship with the legislature. RIO has been 
f lscally responsible In meeting budget guidelines and In streamlining operations while 
maintaining and Improving a high quality level of services to Its clients. The legislature has done 
a fine job In understanding the mission of the agency and providing budget approval to meet 
reasonable objectives. The loglslature has also worked closely with the staff and actuarial 
consultants of RIO to review and occasionally Improve benefits granted to participants In the 
TFFR. The legislature has also taken the opportunity to understand the SIB program and 
enable leglslatloh that allows the SIB to maintain a successful Investment program whlle 
meeting fiduciary responslbllltles to Its clients and beneficiaries, As a sµeclaf fund agency, RIO 
has not, and will not, seek general fund dollars to achieve Its objectives. 

4. How can you report (measure) your results so the pub/le can easl/y understand your purpose 
and evaluate your effectiveness? 

The programs administered by RIO are somewhat complex and are subject to quantitative and 
qualitative measurement. In general, we have found that the public and participants measure 
the success of the TFFR program by the level of benefits provided relative to similar systems In 
this country, Observers also focus on the financial stature of the fund by examining the "funded 
ratio", a measure that Identifies the assets present In the fund relative to llabllltles. 

The mission of the SIB Is essentially to put Its clients' asset allocations to work In the securities 
markets and to add value to the return available In the marketplaoe as measured by recognized 
Indices. Therefore, while absolute performance Is of Interest and Important In the long run. 
relative performance Is a key focal point for observers of the SIB program. 

These measutes are relevant to the concerns of legislators, state offlclals, plan participants and 
the general public. They are also easily measured and understood. 
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TESTIMONY 

OF 

SPARB COLLINS 

ON SENATE BILL 2024 

Mr. Chairman, members of the committee, good morning. My name Is Sparb Collins, I 

am Executive Director of the North Dakota Public Employees Retirement System, or 

PERS. Before getting Into our budget request I would like to highlight for you the 

various programs administered by North Dakota Publlc Employees Retirement System. 

Our name Is not fully reflective of our responslbllltles. While PERS does administer a 

Retirement Program, that Is five Defined Benefit Plans and two Defined Contribution 

Plans, we also administer other types of employee benefit programs. These Include the 

Retiree Health Insurance Credit Program, the Group Health Insurance Plan, the Group 

Life Insurance Plan, the FlexComp Program, a Dental Plan, a Long-Term Care 

Program, a Vision Plan and an Employee Assistance Program. In addition we 

administer on an 11admlnlstratlve service only" basis the Job Service Retirement Plan 

and the 27-17 Judges Plan. 

In fact one of the biggest challenges PERS has faced Is the growth In program 

responslbllltles. The following table chronologically shows the additional responslbllltles 

assigned to the agency. 
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You will note In the above that additions are proposed Into this biennium with the 

transfer of the Job Setvlce Retirement plan, OASIS and the proposed new Law 

Enforcement plan. In addition other legislation assigns to us Mandate analysis 

responslbllltles relating to the health plan. We have appreciated the confidence you and 

others have shown In us in considering and assigning these responsibilities to PERS. 

In addition to new responsibilities another challenge we have encountered Is the growth 

• 

Q In membership In our programs, The following tables show how our retirement, health • 

plans and voluntary plans have grown over the past decade. Since much of this Is 

voluntary participation we know we must provide sound programs in order to maintain 

the satisfaction of those joining PERS for the services dnd products we offer. 

NDPERS 
Health Plan Membership 

70000 

60000 · · · - · · · · · · · · · · · · · 

50000 · · · - .. - · - · 

40000 

30000 

20000 

10000 
121% Increase 

0 ----~---·- ·-···· ......... ·-·---~ ·---·~---· .. ·-· ·····-·-··--·-·----· ....... ·····----
IOOII 100!1 11100 1\l'JI 100:,1 IIXl.1 HIUot 100!, 111'.ltl IIJ'JI l!JIJII l~J(J ~JO ;,()01 :,,00/ :,00'.l' :.'1'.J0.4' :x>lfJ' 

• • Est1moted 
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NDPERS 
Retirement Plan Membership 

,' --~, 36000 ,-------

30000 

.................. ·- .... 

.,.'~!~i 

' '. 11i 

26000 I. 

I 

I 

... , 
' 

,, J ... _ ....... 

.,, ., 

' 
, 

20000 

16000 

10000 

6000 ................................ ,.,. ................ _ 85% Increase ............... __ .,. ............ - .... - ..... - ......... 

Q 19811 1eeG 1QQIJ 1001 11192 1083 11194 1995 1996 1997 1998 1988 2000 2001 2002 20:'.)3' 2004' 2005• 

• - Estimated 

NDPERS 
Deferred Compensation Plan Membership 

10000 

476% Increase 
0

111819 1• 1080 1901 1802 1093 1004 1~ 1009 100'1 1009 tlilllO 2000 2001 2002 a:m' ~· 200!1' 

• • Estimated 

8000 

7000 

6000 

5000 

4000 

3000 

2000 

1000 

NDPERS 
Voluntary Insurance Plans Membership 

(l)ental, Vision, Lona•1'mm C1:11·e) -------, 

................................... _ ............. - ........................................ .. 

........... "" ........................................... ... 

• M • • - • • - • - • • - - - • • - • • • • • - ·3 =; 3 °i~ ·, ri 6 re as · 
•u•••••••"H,..••--•-•,....,..,_. .......................... .., ............ ,._ 

0 -•r•--------
Ultn tllOII 1000 20llO 2001 2002 2004' 

•• EBl/mt:1ted 
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The addition of these programs and members has also allowed us to diversify our staff 

over greater membership and programs. Ono way we measure how we are doing Is to 

determine our cost per member. We determine this by taking the total membership In 

each program, totaling It and dividing It Into the administrative budget. This tells us how 

we are doing administratively In terms of the level of effort for what we do and allows us 

to compare with others. It shows us that while the budget you have approved for us has 

Increased over time like all state budgets: 

NDPERS 
Appropriated Expenditures 

$2,500,000 --------------------

$2. 000, 000 ... - - - - .. - ....... - - ........ - .. - - - - ........... - - .. - ....... - - .. - .. - ... 

$1,500,000 

$1,000,000 ... - - - ... .. .. ... .... - ........ • ... - ... - .................... -- ... - ~ .. - ... - ......... - - - .. - - ... ... 

$600.000 ..................... .1>, ........ - ............ 1,1 ... w. ....... _ .................... - ................ ... 

162% Increase $0 .__ _________________ ...... 

11191!1 1819 1SIOO 1901 108a 1 "°3 1 IICM 1 Olld 190$ 1007 1IIOII 1009 2000 2001 200:I 20l:)3' 2004' 200&• 

• - Estimated 

The result Is that our average cost per member or level of effort has remained fairly 

stable: 

NDPERS 
Appropriated Per Member 

$20.00 ---------------------

$18.00 

$18,00 · 

$14,00 

$12.00 · · - · - · · · · · · · - · · · · · · · · · · · · · · · · · · · · · · · · - - · · · · · · · 

$1 o. 00 • · • • - - · • · - • · - · · · · • • · • - - • • • • • · • • • - · · - • - · • • - • - · · 
$8,00 .... - ......... - ........................................................................................... ... 

$6. ()() .............................................................................. "" ............ ~ .. 

M~OO · .......... · ....... • ................ · .................................................... · ........ -
$2.()() .... - ... - ................................. - - ........................ "" ......... , - ....... .. 

$0.00 '--------------------J ~~~~~~~~-~~~~~~~~~ 
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Consequently, white our administrative budget has grown over the years the expansion 

In program responslbllltles and membership has allowed us to maintain a fairly even 

level of effort or cost per member as shown In the above table. Another measure Is 

how we compare to others in the retirement area; the following Is how we compare: 

PERS 

PPCC 

. 54 Staff/ 1000 members 

2.35 Staff/ 1000 members (.66 for small plans) 

However our true cost to the state Is not In our appropriated budget, since ft Is funded 

out of our programs, but rather Is In the total cost of those programs. Our two major 

programs are retirement and health. 

In the retirement area PERS has never Increased the cost of that program to our 

participating employers since Inception. Today our required employer contribution Is 

4.12% and employee contribution Is 4%. An additional 1% goes to the retiree health 

program. As we compare to other public plans we find that according to the Public 

Pension Coordinating Council the average employer contribution Is 10.6% and the 

average employee contribution Is 5.4 %. Our employer contribution In less than half the 

average.' Concemlng the benefit provided that same survey Indicates the average 

multlpller Is 2.11 for public plans and for general systems such as PERS It Is 1.85. Our 

multlpller Is 2. Thus our cost Is lower than average and our benefit Is on par with others. 

/~< , •:•,',I 

... _. Relating to the health plan we have not Increased our administrative charges to the plan 

In over 6 years and In fact the rate Is lower now then In the early 90's. We r..ire again 
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not Increasing It for the next biennium, Concerning the total premium we note a central 

personnel survey that finds our plan costs to be among the lowest In the region, 

While we have been able to achieve our objective of providing sound benefits at a low 

cost to our participating employers we have also been concerned with meeting the 

needs of our members. The following Information is taken from our blennlal survey of 

our members and shows that are members are using our services more which we feel Is 

very positive: 

NDPERS 
Members Who Have Contacted The PERS Office 

70,0% 

60.0% 

&0,0% 

30.0% 

20,0% 

10,0"- ... "" - ............ - ........ - .. - ......... -- ...... • ..... - .. - .................. - .... - ...... - - - ......... - .. 

0.0% 
1091 1993 1995 1997 1999 2001 

To us this means that we are responding to a need. In responding to our members the 

following Is some statistics about what we do to provide this assistance: 

' -4 PERS SERVIC~ ___ STATISTICS 
• 100,000 CALLS • 140,000 RET, PVMTS, 
11 1,200 APPOINTMENT • 3,000 DEF, COMP. 
• 5,200 NEW GRP INS AGMTS. 

APPS. • 36,000 FLEX CLAIMS 
• 24,000 IBS CHl<S • 70,000 
• 4,200 RET. ENRLMTS, CORRESPONDENCE 
11 1,500 PURCHASE EST. • 5,100 BENEFIT EST, 
11 900 NEW RETIREES • 186,000 DOC FILED 
11 10,000 ADDRESS CHG, 
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We also find that the members are satisfied with the services they receive: 

NDPERS 
Mernbers Pleasod Vl/ith Sorvicos Received 

From Contacting The NDPERS Office. 

84,2'/4 
8,1% 90.0% J 

...................... J_..,_._..__L_ ...................... _,. ....... _ 

20.0o/. · - • • • · • • - • · - - · - - - · - - - · • - · - - - - - - · - • • - · - • -

o.o•;. .___ ______________ __, 
1991 1993 1995 1997 1999 2001 

Source • NDPERS Biennial Mt!rt'lbershli:, SUM'Y!> 

This Is especially satisfying to us In recent years since the benefit levels have had to be 

reduced In the health plan and dental premiums had been going up. 

Lastly, we are concerned with maintaining the quality of what we do. To that extent w_e 

have sought national review of our systems and other reviews as noted In the following: 

I • PERS CERTIF.1.~TIONS 
• 1996, 1996 & 2000 PUBUC PENSION ACHIEVEMENT 

AWAAO 
• CERTIFICATE OF ACHIEVEMENT FOR EXCELLENCE 

JN FINANCIAL P.EPORTING 1996 • 2001 
• 1999 & 2003 CEP.T1FICA'TE OF APPRECIATION FROM 

THE ASSOClATlON OF FORMER PUBLIC EMPLOYEES 
• UNQUALJi:lED AUOrT OPINIONS FOR OVER 15 

VEAPS 

Consequently, with your support we have been able to keep our administrative costs 

low, provide a competitive level of benefits, take on additional responsibllltles and 

provide a service to our members that are valued. We have truly appreciated your help 

and support, 
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With that background in mind I would now like to get Into the specifics of our budget. 

Our base budget request was for $4,117, 490 as shown In the following: 

03-05 Base Budget Request, by Line Item 
Salary & Wages $2,382,986 

OJ)eratin~ Expenses $1.484,504 
Capital Improvements $0 

Contln2enov $250,000 
Total $4,117.490 

58% 

36% 
k:>% 
~% 

100% 

■ 58% of the budget Is salaries 
■ 36 % of the budget Is operating; 

(IT Is 43%) 
■ Contingency Is 6% (INCREASED 

DUE TO HIPAA) 

This base budget Is broken down Into our programs as follows: 

Line hem 

100% 

■ Half the agency's efforts are for 
retirement 

■ 40% of our efforts are for group 
Insurance 

■ 7% Is for flex 

We appreciated the Governor's consideration and support of several additions to our 

budget that are before you today and we also would request your support. These 

additions relate to the challenges we see before us today as we look ahead to 

continuing to meet the needs of our members, our expanding programmatic 

responslbllltles and needs of our employers while maintaining a cost effective program. 

Specifically as we look to the future we see challenges to the agency In several areas 

and as a result we have developed proposals to respond. The challenges we see are 

as follows: 

• PERS CHA..~.~ENGES 
• CHALLENGES 

■ COMPETITIVENESS 
• WORKLOAD 
■ TECHNOLOGY 
• FIDUCIARY RESPONSIBILITY 
• MEMBER & EMPLOYER SERVJCES 
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Concerning competitiveness we are concerned with retaining our existing employees 

and their expertise. It Is only as a result of this retention that we have been able to 

continue to do more. Therefore: 

. -~.... COMPETITIVENESS 
1-------·-~·--· ... 

■ REQUEST • REASON 
■ Equity Adjustments • PERS Staff continue to 

lag behind other state 
employees In salary 

• Statewide comp ratio Is 
,96, PERS Is ,84 

• lnternal study shows 
PE:RS behind other 
employees In comparable 
grades & with slmllar 
VOS 

Two biennium's ago we requested half the amount we needed to catch up and you 

approved It. That was very helpful. This biennium we are requesting funding to 

continue that effort. 

The second Initiative approved by the Governor related to maintaining a position that we 

were not able to Include In our base budget and making It permanent. This relates our 

workload challenge. 

4 ~ORKLOAD __ _ 

■ REQUEST 
• Maintain Temporary 

position and make 
permanent 

■ REASON 
., Part of agency staff 

since 1998 
• Workload has not 

decrea;;;ed 
• Enrollments continue 

to go higher 
• New programs 
• Program changes 
■ Cll~nt diversity 
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As discussed above since 1998 the number of plans administered by PERS has 

Increased. Specifically the new defined contribution plan and PEP programs were 

added In 1999 and In 2001 the new legislative flex program. In this year we are talking 

about adding the OASIS plan (HB 1063). thei Job Service Plan (HB 1064) and new Law 

enforcement Plan (SB 2033). In addition thl1~ year we added a vision plan to our 

voluntary programi.;. You will also note that our total membership has Increased over 

15% since 1999. Thus to lose this position at this point would affect us dramatically. 

The third Initiative In the Governors budget Is for an additional Internal auditor and 

relates to our fiduciary challenge. 

FIDUCIARY RESPONSIBILITY 
._. ( l:IJl!l!II.,______ -··-··.. . 

• REQUEST • REASON 
• FULL TIME " SCOPE OF AGENCY 

INTERNAL AUDITOR RESPONSIBlLmES 
■ RISK MANAGEMENT 
■ BCBS CONTRACT 

As we have learned In the last several years In the corporate world It Is Important to 

have a strong Internal audit function, Our Internal auditor reports to our board and 

provides necessary oversight of our programs. With the amount of outsourcing that 

PERS does of Its program functions we need to be able to oversee those funds with a 

greater deal of attention. In the Insurance plan we will now be paying BCBS over $100 

million a year on behalf of our participating employers and retirees. We should be 

applying more attention to this area as wall as others. The addition of this position wlll 

get us to a better level of oversight. 
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Not funded In the executive budget was our Initiatives relating to technology and 

member services, Concerning member services challenge we had requested: 

.,CEMBER SE~_:"I_CES 

■ REQUEST • REASON 
• MEMBER • COMMUNICATION & 

COMMUNICATIONS EDUCATION 
(newletter & travel) ■ RISK MANAGEMENT 

■ REQUEST 
■ VIDEO CONFERENCING 

■ NATIONAL 
EXPECTATIONS 

■ REASON 
• ENROLLMENT & 

OUTREACH PROGRAMS 
■ REDUCE CONSUL ,ANT 

TRIPS 

We think that by applying more technology to the way we do things, with Increasing the 

use of email Instead of mall and maybe web casting Instead of travel we may be able to 

continue these functions even without the budget Increase. Concemlng video 

conferencing we have worked out an arrangement to use the BCBS system for the next 

several years and this will help to offset this effort. In fact we have bf1en using It for our 

board meetings with the result that our consultants have not had to travel to us and our 

board chair has not had to travel from Fargo. We see this technology as only growing In 

use and application In the future with Important tmpllcatlons for us. 

Lastly. was our proposal relating to our technology challenge. This was not funded In 

the executive budget and tf possible we would appreciate your consideration and 

possible Inclusion of this Initiative. Speclflcally we requested the followlng: 
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'I TECHNOLOGY 

■ REQUEST 
• EXPAND 

ELECfRONIC 
DOCUMENT MGMT, 
SYSTEM 

• INCREASE FTE TO 
FULL TtME 

• REASON 
• WORKFLOW& 

ELECTRONIC FORMS 
• TO ACCOMPLISH 

TECHNOLOGY 
PROJECTS 

The cost of this request ls$ 76,284 which $~7, 184 ls salaries and $39,100 operating. 

As mentioned earlier we believe that Investments In technology will help us to become 

more efficient, accurate and allow us to do more In the future. tt Is only through the 

Investment In technology to date that has allowed us to do what we are doing today. 

Mr. Chairman and members of the committee I would again like to thank you for your 

past support. All of what we have been able to do would not have been done without 

that support, We would appreciate your positive consideration of the Governors 

recommendation and If you could the technology Initiative as well. Again our thanks 

and thank you for providing us this opportunity to appear before you today. 
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BASE BUDGET 

~- The Retirement and Investment Office (RIO) Base Budget was submitted at 1000/c, of the prevlou~ 1 
biennium's budget. Our base budget request Is $2,864,373, We have also requested a certain line Item .... ; 
beyond the 100% that we would Ilka to have Included in our budget and that 0MB and the Governor have '. 

6 

recommended for Inclusion. This item relates to money being set aside to enable RIO to obtain and \ 
Implement a commercially avallable pension benefits administration software package. The total dollar 
Impact of this additional Item Is $2,000,000. 

TFFR PENSION SYSTEM UPGRADE PROJECT 

Chronology and Context of Optional Budget Request 

1999- 2001 

RIO staff Identified the need for an outside study of pension software solutions to replace or 
upgrade the existing TFFR mainframe computer system. The current system was originally 
designed and bullt almost 20 years ago (1984-85) using technologies that, although currently 
supported by ITD, are no longer commonly used In modem computer systems, and may not be 
supported by ITD after 2012, 

Concen,s with the current outdated mainframe system Include the Increasing high costs for 
program updates, stow response time for program updates, poor reporting and access to data, 
need for software to be table-driven to address frequent changes, and need to web-enable 
Information for members and employers. 

The goal of a new or rebuilt system Is to Improve service to TFFR members, Increase rellablllty,. 
provide tools for Improving staff productivity, and enhance system Integration capabllltles. 

RIO staff Included feasibility study in the 2001-03 IT Plan submitted to State ITD. 

July 2001 - February 2002 

RIO staff began exploring various alternatives for consulting services to conduct a feasibility study. 
Identified a consultant who was experienced In pension system Issues and who had been Involved 
In IT projects with other ND state agencies. 

March 2002 

RIO staff discussed IT plan and current mainframe system Issues with TFFR Board. Board 
approved consulting contract with MSI to conduct a feasibility study (Phase 1 ). 

~prll - May 2002 

MSI compiled a 11st of 30 pension product vendors. Based on factors such as experience with 
public pension software Implementation, length of time In the Industry, and a preliminary checklist 
screening, MSI reduced the contenders to a fleld of nine. 0 · MSI sent a Request for Information (RFI) to each of the 9 vendors, The RFI contained a detailed. 
list of TFFR requirements; the vendors compared their software to the requirements list and 
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marked each as Included In the base product, available with custom programming, or not 
available. The vendors' responses also Included estimated costs for budget purposes and a plan --~---..1for Implementation and conversion. 

June 2002 

MSI presented the results of the business needs analysis and market survey to the TFFR Board, 
MSI estimated that replacing RIO's current mainframe pension management system with either 
commerolal off .. the-ahelf software or bulldlng a custom replacement system would cost about $2 
million, 

The Board approved $2 mllllon In 2003-05 optional budget request. RIO staff Included $2 mllllon 
pension replacement project In the 2003-05 IT Plan submitted to State ITD. 

July - December 2002 

TFFR Board reviewed and approved a proposal for a detailed vendor and product evaluation 
conducted by MSI and RIO staff (Phase 2). 

MSI offered the best quallfled vendors the opportunity to visit RIO to examine TFFR business 
processes and demonstrate their pension software. Vendors selected were 
C-PAS, LRS/PenslonGold, Peoplesoft/Maxlmus, and Covansys. 

The vendors demonstrated their software In an Interactive, questlon-and•answer setting. Staff 
members from ITD, 0MB, and PERS were Invited to participate. The vendors also Interviewed RIO 

·· · ~~~aff members to build an understanding of existing business processes, Finally, the vendors met 
r r,lth state ITD to discuss Issues suoh as (1) compllanoe of vendor software with ITD arohlteotural 

dlreotlon, programming methodology, and Internet acoesslblllty; (2) hardware and software 
requirements; (3) seourlty; (4) conversion of current data. 

To ensure that RIO's seleotlon process would comply with the atata procurement guidelines for IT 
purchases, MSI Consultants and Rf O staff had a series of discussions with state ITD and 
Procurement Off Ice personnel. 

January - April 2003 

Two vendors are returning to RIO to complete demonstration of employer reporting coMponents 
and speolflo pension software solutions. 

MSI consultants wlll present their analysis to the TFFR Board outllnlng the functlonallty of the 
various pension products. 

Awaiting leglslatlve aotlon on RIO optional budget which contains authority to spend up to $2 
mllllon to replace existing pension administration system. 
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cunnENT OPERATING EFFICIENCIES 

The Legislature allowed for an ndditionnl FTE during the 2001-2003 session to assist in the area 
A accounting for the State Investment Board. Since thal lime, an FTE se1Ving on thi:411 

( 'mlnistratlve staff has resigned to pursue employment oppotiunltles, Following an interna~ 
... nalysis of job functions and work process procedures. RIO opted not to fill this vacant position. 
Total FTE 1s requested has declined from 18 to 17 with the submission of this biennial budget. 

15.00 

1989 1991 

Retirement and Investment Office 
Investments Under Management vs FTE1s 

17.00 

1993 1995 1997 1999 2001 2002 

- Investments 
Under Mgmt 
(In $000) 

-FTE1s 

1989-1991 Biennium $ 66,846,000 Investment Dollars per FTE 
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1989 1991 

State Investment Board 
Investments Under Management vs Budget 

$815,338 

1993 1995 1997 1999 2001 2002 

- Investments 
Under Mgmt 
(In $000) 

-Budget 

~-- -----...... ----........ -. 

:,. 

' },,,.C:°Wa~ .. 1991 Biennium 
\_J.Q0~.~20O5 Reauested 

$1449 Investment Dollars per Budget Dollar 
$4092 Investment D9llars per Bud~tQollfil'._ 
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$1,286,812 

1989 1991 

ND Teachers1 Fund for Retirement 
Investments Under Management vs Budget 

$1,153,319 

1993 1996 1997 1999 2001 2002 

1989 .. 1991 Biennium $313 Investment Dollars 
2003-2005 Re uested Base $563 Investment Dollars 
2003-2005 Re uested Base + 0 tlonal $285 Investment Dollars 

- Investments 
Under Mgmt 
(In $000) 

-Budget 

et Dollar 
et Dollar 
et Dollar 
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SUPPLEMENTAL INFORMATION 

f ( ---.. [ ,. )' 

Who is RIO-.? 

North Dakota Teachers' Fund for Retirement 
ND State Investment Board 

CHAPTER 54 .. 52,5 
STATE RETIREMENT AND INVESTMENT OFFICE 

54 .. 52.s-01. North Dakota state retirement and investment office. The state retirement and 
Investment office Is created to coordinate the activities of the state investment board and teachers' 
fund for retirement. 

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

54 .. 52,s .. 03, State retirement and Investment fund• Cost of operation of agency. A special fund 
known as the "state retirement and Investment fund" Is established for the purpose of defraying 
administrative expenses of the state retirement and Investment office. The actual amount of 
administrative expenses incurred by the state retirement and Investment office must be paid from the 
respective funds listed under section 21 .. 10-06 and are hereby appropriated to tho state retirement 
and Investment fund In proportion to the services rendered for each fund as estimated by the state 
Investment board. The amount necessary to pay all administrative expenses of the state retirement 

• 

_. , and Investment office must be paid from the state rolirement and investment fund In accordance with 
-, he agency's appropriation authority. Any Interest Income earned on the state retirement and 

nvestment fund must be credited to the fund, 
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RETIREMENT AND INVESTMENT OFF ICE 
MISSION STATEMENT 

The North Dakota Retirement and Investment Office (RIO) exists in order 
that: 

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

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

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

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

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

• SIB clients and TFFR benefit recipients receive satisfactory services from the 
boards and staff of the off Ice.. 
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··_- · Who is the 
S Inves'tmen 

Ex Officio Members 
Lt. Governor Dalrymple 
Kathi GIimore 
Jim Poolman 
Brent Edison 

TFFR Board 
Dr. Mark Sanford 
Paul Lofthus 
Norm Stuhlmlller 

? • 

PERS Board 
Howard Sage 
Weldee Baetsch 
David Gunkel 

, ~ Gary Preszler 
........... • 

..._[ _____ :;_· ----1~1 M:: __ r-l _______ ..;..,1· 1 

As of June 30, 2002 

* $3.34 bb in total assets 
* 20 accounts including PERS, TFFR, WCF 
* $2.3bb Pension Trust 
* $985 mm Insurance Trust 
* 11 asset classes 
* 25 external investment managers • 
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STATE INVESTMENT BOARD MEETINGS 

Regularly scheduled SIB meetings are held eleven times per year (monthly except 
December), 

The SIB has one standing committee, the Audit Committee, which meets quarterly 
(August, November, February, and May). 

Statutory Authority of the State Investment Board 

North Dakota Century Code 21-10--06 

Relates to the Responsibilities and Function of the State Investment Board 

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

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

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

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

-
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Ten contracted funds: 

L 
2, 
3, 
4, 
5, 
6. 
7. 
8, 
9. 

City of Bismarck employees pension plan 
Cily of Bismarck police pension plan 
Job Service North Dakota pension plan 
PERS retiree health fund 
Veterans pc,st war trust fund 
ND association of counties fund 
ND association of counties program savings fund 
City of Bismarck deferred sick leave fund 
PERS group Insurance fund 

1 O. Fargodome permanent fund 

Custodian Bank 
The Northern Trust 

Running the Machine 

RIO Stoff 
Investment Program (4.65 FTE's) 

• MANAGER OF MANAGERS 

41 
I 

,("), • Safe•kup as,-.ts 
"- • St.ttle trades 

• be.vise and odtnlnlster overall Investment 
strategy 

Itwuttnent Consultant 
Callan Assoc::fates 

• Puf ormance • • Record-keeper tnecl$uretnent 

• Securities Lending • Maximize risk/return opportunities within 
eo.ch asset class 

• Manager starches 
• Provide education 

• Liaison between SIB ,.ind Managers, 
Consultant and Custodian 

• Monitor Individual funds' Investment 
guidelines and asset allocatlons 

• Maintain separate accounting for 21 
lndlvlduol funds 

Investtnent Managers 
2!5 managers 

• Impletnent $peclflc mandates or ~ltwestment mlsslons11 

• Make buy/sell decl$lons based 011 Investment guidelines 
• Report to RIO staff on o regular bosls 
• Provide educotlo" 

• Special projects 
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INVESTMENT ADMINISTRATION 

The staff of RIO deals directly with the 
21 SIB client funds. This Includes daily 
correspondence regarding funds 
transfers, monthly reporting of financial 
and Investment inf ormatlon and annual 
reviews of Investment guldellnes and 
performance, 

On a monthly basis, the Fiscal Management staff at RIO reviews the activities of 46 
Individual manager accounts from the custodian bank's reporting system. This information Is 
'then allocated to all of the participating funds and financial statements are created. In 
addition to this, each month the asset allocation of each fund is monitored to ensure that 
each fund ls within a target range of Its policy allocation. 

1 1 
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Ex Officio Members 
Wayne Sanstead 

Who is the 
eachers' 

Retir 

Governor Appointed 
Dr. Mark Sanford (represents admlnlmtors) 

Kathi GIimore Paul Lofthus & Barb Evanson (represent active teachers) 
Norm Stuhlmfller & Clarence Cornell (represent retired teachers) 

-.7 Members 
.,_ I}' 

1lililliflilr.t ........... i 
As of June 30, 2002 

* $1.165 billion in investment assets 
* 11,379 active/inactive members 
* 5,054 retired members/beneficiaries 
* $1,152 average monthly benefit 
* $5.6 million In benefits paid monthly 
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TFFR Mf ssion Statetnent 

(~ 

The mlssfon of TFFR, a trust fund, Is to advocate 
for, deve.lop, and administer a comprehensive 
retirement program for all trust fund members 
within the resources available, 

TFFR Goals 

• To provfde a replacement Income equal to 60 
percent of the: f lnal crverage salary of a 
career employee who has 30 or more years 
of credited service, 

_, •. 
• To provide ad hoc biennial benef It Increases 

and 2% annual benef ft increases for retired 
members and benefidaries to provide 
Income protection and assist retire.es in 

· acee.'¾Slng cf for dab le. health insurance. 

• To continue providing state.wide pre .. 
retiremettt planning services and benefits 
counseling to members. 

0 
• 
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WHAT IS TFFR? 

Tf fR Is a quallf ied defined benefit 
public pension plan covered under 
Section 401(0) of the Internal 
Revenue Code (IRC), In simpler terms, 
TFFR is a tax-exempt pension plan 
where benefits are defined by state 
law, 

North Dakota Century Code (NDCC) 
Chapter 15-39.1 and Tltfe 82 of the 
North Dakota Adtnlnistrative Code 
(NDAC) contain the actual language 
governing the Fund. 

The. TFFR plan is funded on an 
actuarial reserve basis. That Is, money 
Is Invested for f utur•e retirement 
benefits while members are actively 
teaching. Benefit funding comes frotn 
three sources: 

• Member assessments 
• Employer contributions 
• Investment earnings 

The plan must remain in actuarial 
balance which guarantee$ ovailab!Uty 
of funds to pay benefits as prescribed 
by law. 

TFFR serves nearly 10,000 active 
teachers from 274 employer groups 
and pays benefits to more than 5,000 
retirees and benef fclaries. 

_, _______ , __ " ____ t ..... , ....... ___ ,. ___ -..:·.t...,, ..... , ....... _ 
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TFFR BOARD OF TRUSTEES 

The TFFR Board of Trustees Is responsible for admlnh:tering the l'FFR retirement 
program. The Board has the authority to establish investment policy; arrange for actuarial 
and medical consultants; pay bettefits and consulta1,t fees, submit proposed leglslatfve 
changes; and determine appropriate levels of servlc,?. to TFF~ members, The TFFR 
program is administered by the Retirement and Inves·i•ment Office (RIO), 

Regularly Scheduled TFFR Board meetings are held six times per year (July, September, 
November, Januat)', March, and May}. Special meetings are held as need~d .. 

The TFFR Board works with many teacher and employer Interest groups in formulating 
legislation and administrative rules. These interest groups Include: 

North Dakota Education Association (NDEA and NDEA Retired) 
North Dakota Retired Teachers Association (NDRTA) 
North Dakota. Council of Educational Leaders (Nt>CEL) 
North Dakota School Boards Association (Nt>SBA) 
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Program Statistics 

• Distributed annuities to 5,061 retired members 
in June 2002. 

• Average monthly benefit was $1,152. 

• $67 .5 million pal d In pension benef Its during 
year. 

• 91 % of payments deposited via electronic 
funds transfer. 

• 82% of payments sent to ND addresses. 

Active Members vs. Retired Members 
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New Retirees and Benet iciaries 
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HISTORY OF TFFA RETIREMENT PLAN IMPROVEMENTS 
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ND Teachers' Fund for Retirement 

Asset Allooatlon 

Real Estate_ 
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SCHEDULE OF BENEFIT EXPENSES BY TYPE 

Annult~ Pa~ments Refunds• 
Service ol,a611ity f 01al Annuity Total Benefit 

Vear Retirement■ Retirement■ Beneflolarle■ Pa)'.menls seearatlon O.ath Total Refunda Exeenaea 
1993 $26,691,231 $ 161,161 $ 1,967,839 $ 27,710,231 $ 2,814,160 $ 30,324,391 
1994 31,544,019 tn,974 2,371,082 34,093,076 2,293,299 36,386,374 
1995 33,339,811 208,967 2,462,949 36,001,717 2,186,791 38,188,508 
1996 35,638,026 296,867 2,811,216 38,648,098 2,844,413 41,190,611 
1997 36,436,197 328,214 2,758,624 39,622,936 $ 2,581,645 $ 9,221 2,600,766 42,113,701 
1998 40,428,610 427,861 2,850,121 43,706,492 2,681,489 90,444 2,671,933 46,378,426 
1999 42,629,225 487,987 3,103,105 46,120,317 2,en,11e 246 2,en,423 46,997,740 
2000 49,624,660 669,211 3,399,610 63,583,271 2,605,340 182,679 2,788,019 56,371,290 
2001 62,946,463 781,619 4,012,842 67,740,914 2,820,222 307,619 3,127,841 60,868,766 
2002 62,037,432 841,690 4,603,360 67,482 4f2 2,622,300 221,106 2,743,409 70,225,890 

• Oelall not available for refuk:ts for 1893· 1996, 

() Active Members Participating in Outreach Programs 
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TESTIMONY 

OF 

SPARB COLLINS 

ON ENGROSSED SENATE BILL 2024 

Mr. Chairman, members of the committee, good morning. My name ls.Sparb C.olllns. I 

am Executive Director of the North Dakota Public Employees Retlr~ment System, or 

PERS. Before getting Into our budget request I would like to highlight for you the 

various programs administered by North Dakota Public Employees Retirement System. 

Our name Is not fully reflective of our responsibilities. While PERS does administer a 

Retirement Program, that Is five Defined Benefit Plans and two Defined Contribution 

Plans, we also administer other types of employee benefit programs. These Include the 

Retiree Health Insurance Credit Program, the Group Health Insurance Plan, the Group 

Life Insurance Plan, the FlexComp Program, a Dental Plan, a Long-Term Care 

Program, a Vision Plan and an Employee Assistance Program. In addition we 

administer on an "administrative service only" basis the Job Service Retirement Plan 

and the 27 .. 17 Judges Plan. 

In fact one of the biggest challenges PERS has faced Is the growth in program 

responslbllltles. The following table chronologically shows the additional responsibilities 

assigned to the agency, 
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In Consequently, while our administrative budget has grown over the years the expansion 

in program responsibilities and membership has allowed us to maintain a fairly even 

level of effort or cost per member as shown In the above table. Another measure Is 

how we compare to others In the retirement area; the following Is how we compare: 

PERS 

PPCC 

. 54 Staff/ 1000 members 

2.35 Staff/ 1000 members (.66 for small plans) 

However our true cost to the state Is not In our appropriated budget, since it Is funded 

out of our programs, but rather Is In the total cost of those programs. Our two major 

programs are retirement and health. 

In the retirement area PERS has never increased the cost of that program to our 

participating employers since Inception. Today our required employer contribution Is 

4.12% and employee contribution Is 4 %. An additional 1 % goes to the retiree health 

program. As we compare to other public plans we find that according to the Public 

Pension Coordinating Council the average employer contribution Is 10.6% and the 

average employee contribution Is 5.4%. Our employer contribution In less than half the 

average. Concerning the benefit provided that same sutvey Indicates the average 

multlpller fs 2.11 for public plans and for general systems such as PERS It Is 1.85. Our 

multiplier Is 2. Thus our cost Is lower than average and our benefit Is on par with others. 

In addition to our low cost PERS now pays out more In benefits and refunds In North 

Dakota then we collect In contributions. In addition we project that our retirees pay over 

1.5 million a year In taxes (sales and Income) to the state. Also PERS. together with 

TFFR Is one of the largest Investors In economic development In North Dakota. 
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Together with TFFR and other funds we have committed over 100 million to North 

Dakota economic development projects. Consequently, not only does PERS have a 

low contribution rate but also we provide a positive economic effect In North Dakota. 

Relating to the health plan we have not increased our administrative charges to the plar, 

In over 6 years and In fact the rate Is lower now then In the early 90's. We are again 

not lncrea&lng It for the next biennium. Concerning the totaf premium we note a central 

personnel survey that finds our plan costs to be among the lowest In the region. We are 

also returning 6 million In premiums to our participating employers and retirees this next 

biennium by reducing the required premium by an average of $10 per contract per 

month. This Is about a 10% reduction In the premium amount, Therefore we havo 

been able to maintain a stable administrative fee for our plans, a competitive plan 

design and we have been able to conserve our resources where possible to provide a 

return of premiums to our partfclpatfng employers. 

While we have been able to achieve our objective of providing sound benefits at a low 

cost to our participating employers we have also been concerned with meeting the 

needs of our members. The following Information Is taken from our blennlal survey of 

our members and shows that are members are using our services more which we feel Is 

very positive: 
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Not funded In the executive budget was our initiatives relating to technology and 

member services. Concerning member services challenge we had requested: 

. · .. ,··:.MEMBER SERVICES 
I!---------·-··-"·•·'·-·•·. 

• REQUEST • REASON 
• MEMBER " COMMUNICATION & 

COMMUNICATIONS EDUCA"nON 
(newletter & travel) • RISI< MANAGE!MENT 

• .REQUEST 
• VIDEO CONFERENCING 

• NA'nONAL 
EXPECTATIONS 

• REASON 
• ENROLLMENT & 

OUTREACH PROGRAMS 
" REDUCE CONSUL 'TANl' 

TRIPS 

We think that by applying more technology to the way we do things, with Increasing the 

use of email Instead of mall and maybe web casting Instead of travel we may be able to 

continue these functions even without the budget Increase. Concerning video 

conferencing we have worked out an arrangement to use the BCBS system for the next 

several years and this will help to offset this effort, In fact we have been using It for our 

board meetings with the result that our consultants have not had to travel to us and our 

board chair has not had to travel from Fargo. We see this technology as only growing In 

usA and application In the future with Important lmpflcatlons for us. 

Lastly, was our proposal relating to our technology challenge, This was not funded In 

the executive budget. Specltlcally this request Included the following: 

...... TECHNOLOGY .... " 
II RSQUesr .. RSASON 

• :r:~:ONIO • WOAl<FLOW & 
bOOUMEN't MOM'r, SI.GO'f'AONIC l"OAM8 
8YS'1'1!M • 'l'O A000MPLl8H 

• INORSASEFYSTO TSOHNOLOGV 
PULL YIMII PAOJII0T8 
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The cost of this request was $76,284 which Included $37,184 Is salaries and $39,100 

operating. As mentioned earlier we believe that Investments In technology will help us 

to become more efficient, accurate and allow us to do more In the future. It Is only 

through the Investment In technology to date that has allowed us to do what we are 

doing today. 

Mr. Chairman and members of the committee I would again like to thank you for your 
' ·' 

past support. All of what we have been able to do would not have been done without 

that support. We would appreciate your positive consideration· of the Governor's and 

Senate's recommendation and If you could the technology Initiative as well. Again our 

thanks and thank you for providing us this opportunity to appear before you today. 
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TFFR Mission Statement 

The mission of TFFR, a trust fund, Is t() advocate 
for, develop, and administer a comprehensive 
retirement program for all trust fund members 
within the resources available, 

0 

TFFR Goals 

• To provide a replacement Income equal to 60 
percent of the f Ina! average salary of a 
career employee who has 30 or more years 
of credited service. 

• To provide ad hoc and/or automatic benef It 
Increases for retired members and 
benef fclarfes to provide tncome protection 
~nd ~slst retirees in acce.;slng affordable 
health Insurance. 

• To continue providing statewide pre .. 
retirement plannfr,9 services and benef Its 
counseling to tnembers. 
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WHAT IS TFFR? 

TFFR is a qualified defined benefit 
public pension plan covered under 
Section 401(0) of the Internal 
Reve.nue Code (IRC). In simpler terms, 
TFFR Is a tax-exempt pension plan 
where benef Its are def lned by state 
law. 

North bakota '.~entury Code (NDCC) 
Chapter 15-39.1 and Title 82 of the 
North Dakota Administrative Code 
(NDAC) contain the actual language 
governing the Fund. 

The TFFR plan is funded on an 
actuarial reserve basis. That 1st money 
Is invested for future retirement 
benefits while members are actively 
teaching. Bet1ef it funding comes from 
three sources: 

• Member assessments 
• Employer contributloris 
• Investment earnings 

The plan must remain in actuarial 
balance which guarantees availability 
of funds to P<lY benefits as prescribed 
by law. 

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

The TFFR Board of Trustees Is responsible for administering the TFFR retirement 
program. The Board has the. authority to establish Investment policy: arrange for actuarial 
ond med/cal consultants; pay benefits and consultant fees, submit proposed legislative 
changes: and determine appropriate levels of service to TFFR members. The TFFR 
program Is administered by the Retirement and Investment Off ice (RIO), 

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

Special meetings are held as needed. 

The TFFR Board has one standing committee, the Benef Its Services Catnmittee, which 
meets quarterly as nteded. 

The TFFR Board works with many teacher interest groups In formulating legislation and 
administrative rules. These interest groups Include: 

North Dakota Education Association (NDEA} 
North Dakota Retired Teachers Association (NDRTA) 
North Dakota Council of Educational Leaders (NDCEL) 
North Dakota School Boards Association (NDSB,A) 

TFFR ADMINISTRATION 

TFFR ENDS 

ANNUAL REVIEW 
VEAR ENDED JUNE 30, 2002 

The Information provided below Indicates that the TFFR ends pollcles formally adopted 
by the TFFR Board and accepted by the SIB are being Implemented. 

ENDS POLICY: MEMBERSHIP DATA AND CONTRIBU;rlONS 

ENDS: Ensure the security and accuracy of the members' permanent records and 
the collect/on of assessments and contributions from eve,y governmental 
body employing a teacher. 

• Member and Employer Information 

Continued monitoring mainframe and Image computer systems for proper safeguarding 
of TFFR member and employer database and document flles, Modified computer 
programs and procedures as needed. 
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• Collections and Payments 

-...__, Collected member and employer contributions totaling $54 mllflon from 274 employers 
and $1.9 million from members for the purchase of service credit, 

I 

Paid out $67 .5 million In pension benefits and $2. 7 million In refund payments totaling 
$70.2 mllllon for the year. 

About 55% of employers electronlcafly report contributions to TFFR. This comprises 
about 86% of the active membership, 

Internet reporting was also made available In 2001-02. As of June 30, 2002, 36 
employers are reporting via the internet, 22 are In the testing phase and 20 more are on 
a waiting fist. 

Assessed one employer with late reporting penalties. 

• Employer Communications 

Met with school board members. business managers, and software vendors at 2001 
School Boards and School Business Managers Association Annual Conference. Also 
presented seminar for new business managers on the TFFR Employer Gulde. 

Made four presentations to school district business managers at regional wor1\shops on 
TFFR reporting requirements and proposed 2003 legislation. 
Conducted a retum to teach survey wfth ijmployers to determine If all retirees who 
returned to covered employment have notified TFFR. A large percent of employers 
responded. therefore making our return to teach data more reliable. 

Internet reporting Instructions were created and provided to employers. 

• Other 

The Retirement and Investment Office has nearly completed a comprehensive disaster 
recovery plan. This plan Is Intended to protect resources and employees, safeguard 
RIO's vital records, and guarantee the continuation of essential services. 

ENDS POLICY: INVESTMENTS 
ENDS: See Investment ends Report. 

ENDS POLICY: MEMBER SERVICES 

ENDS: Provide direct services and pub/le Information to members of TFFR. 

/ • Outreach Program Statistics 
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1,012 members attended outreach programs (plus member convention pdrtlolpants) 
Member Services staff traveled 8,044 miles 
Member satisfaction of the outreach programs continues to be high. 

• Pre-Retirement Seminars 

14 7 members attended 
4 locations -Wllllston, Minot, Fargo, Grand Forks 
Ninth year of program; began In 1993-94 

• Benefits Counseling Sessions 

Statewide - 256 members 
18 locations - Grand Forks, WIiiiston, Tioga, Oakes, Fargo, Bismarck, Minot, 

Jamestown, Langdon, Elgin, Park River, Rolette, West Fargo, Dickinson, 
Bowman, Linton, Washburn, Steele 

Twelfth year of program; began In 1990-91 

Local Office - 281 members 

• Group Pr1..sentatlons 

328 members attended 

Barnes County lnservlce 
Jamestown lnservfoe 
DPI Eduoatfon Conference 
Invest NO 
NDRT A Convention 

• C9nferences and Conventions 

ND Vocatlonal Education Convention .. Bismarck 
ND Retired Teachers Convention - Fargo 
NDEA Instructional Conference - Bismarck 
NDCEL Annual Conference - Bismarck 
NDEA Representative Assembly - Bismarck 
Elementary Principals Conference - Bismarck 
Math Teachers Conference - Fargo 
Special Education Conference - Bismarck 

Member/Emgloyer Communications 

Updated Administrative Rules 
Added TFFR retirement benefit calculator to website 
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Published new layout for website 
Updated ND state tax withholding election and form 
Updated refund application and tax Information with EGTRRA changes 
Updated TFFR presentation to Include employer models, QDRO, and website 
Information 
Updated employer guide 
Created detailed retirement prof lie for employers 
Completed retiree benefits study and shared Information with membership 

• Member Statements 

Malled annual benefits statements to 9,997 active and 1,297 lnaotlve members 
Malled annual statements to 5,061 retired members 

ENDS POLICY: ACCOUNT CLAIMS 

ENDS: Ensure the payment of claims to members of TFFR. 

• Annuity Payments 

Distributed annuities to 5,061 retired members and beneficiaries as of June 30, 2002. 
For the year, pension benefits totaled $67.5 million. Of the total, about 91 % of the 
payments were deposited via electronic funds transfer. 
• Payroll Daductfona 

NEA retired dues 
NDRT A annual dues 
Federal tax withholding 
ND state tax withholding 
PERS health Insurance 
PERS dental Insurance 
PERS life Insurance 

• Refund Payments 

9 members 
1 ,699 members 
2,811 members 
2,223 members 

609 members 
367 members 

90 members 

(>1%) 
(34%) 
(56%) 
(44%) 
(12%) 
( 8%) 
( 2%) 

Distributed refund and rollover payments of $2.7 million to 332 participants during the 
flsoal year. Approximately 37% of the refunding members rolled over their refund 
payment to an IRA or another quallfled plan. 

• Processed Claims for Benefits 

Refunds 
Rollovers 
Retirements 
Dlsablfltles 
Survivor annuitants 
Cont!nulng annuitants 

208 
124 
456 

10 
8 

30 

Opt o t 8 0 
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• Member Account Aqtivlt.Y 

New members 
Deaths 
Pop ups 
Purchase requests 

615 
224 

16 
316 

~ ,Mainframe Program Changes 

Completed IT study of mainframe system 
Programmed ND state tax wlthholdlng change 
Added benefit Increase caloulatlon to estimated retirement program 
Updated Installment purchase program to allow multiple purchElses of the same type 
Programmed to allow printing of enrollment forms directly from mainframe 

ENDS POLICY: TRUST FUND EVALUATION/MONITORING 

ENDS: Ensure actuarial consulting and accounting services are provided 
to the retirement program. The TFFR Board of Trustees will select 
the Independent actuary for consulting and actuarial purposes and 
direct a contract to be executed. 

• Actuarial Service__! 
(~. 
·····"·''" Gabrl€JI, Roeder, Smith and Company (GAS) completed the annual aotuarlal valuation 

for July 1, 2001 and delivered It to the TFFR Board In November 2001. The report 
Indicated that TFFR had a 3. 76% margin. The unfunded actuarial accrued llablllty 
(UAAL) Increased from ($20.6 mllllon) to 53 mllllon, and the funding period Increased O 
years to 3.2 years, The funded ratio decreased from 101.6% to 96.4%. The report 
stated that TFFR remains In a strong actuarial position. · 

The annual actuarial valuation has not yet been completed for July 1, 2002. The 2002 
report wlll be delivered to the TFFR Board by GAS on November 21, 2002. 

• External Audit 

An unqualified opinion was Issued by Independent auditors, Brady Martz, regarding 
RIO's flnanclal statements for the year ending June 30, 2001. The annual external 
audit has not yet been completed for June 30, 2002. Brady Martz will present the 
report to the SIB Audit Committee In November 2002. 

According to the prellmlnary flnanclal statements for the year ending June 30, 2002, 
members and employers paid $54 mllllon to fund the plan; Investments lost $11 0 mllllon 
for the year. Total benoflts paid to members were $70.2 mllllon ··$67.5 mllllon In 

I 
I
' I ',) 
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monthly annuity benefits and $2.7 mllllon In refunds: administrative expenses were $1.1 
mllllon. As a result, TFFR net assets decreased by $125.3 mllllon during the year to 
$1.2 billion, 

I 

I 
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• Internal Audit 

The Internal Audit Unit conducted 35 school district audits of which 23 were completed 
by June 30, 2002. The Internal Audit Unit uses ACL software to assist In detecting 
Inconsistencies and exceptions In the member records. They conducted audits of 
benefit payments, member.<;hlp account data, and changes to the member records. 

The results of these audits Indicate that member and employer contributions paid to 
TFFA and benefits paid to participant~ and beneficiaries are generally In accordance 
with TFFR Board policy, state law, state administrative code, and applicable federal 
laws and regulations. No significant deficiencies w~re noted for this fiscal year, 

• Other 

Received Certificate of Achievement In Financial Reporting from GFOA for June 30, 
2001 Annual Flnanclal Report. 
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