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2003 SENATE STANDING COMMITTEE MINUTES

BILL/RESOLUTION NO. SB 2048

Senaté Goverhment and Vetérans Affairs Committée

Q' Conférénce Committée
Héating Ddte 01/16/03
Tape Nurnber Sidé A Side B Métér #
Tape 1 X 1250-2885 &
| 3085-3300

"y,
Comnittée Clérk Sighature /,% ﬂW/
K

Minutés:

Senatbr Kareh Kirebsbach! Chididhan opens SB 2058, All senators present.

Sparbs Collfdd, Publié Empldyees Rétitbmient Systém to testify in favor of SB 2038,

(Thstitiony and additional information attached)

Seénatdy Kirbbsbaeh': Inoticed thit you are utilizing the tétm public employer instéad of'

governmental unit,

S. Colld: The has to dé with provision on that purchiase where now you ate restrictéd,’ you can

only dé it for non PERS publi¢ employees, now it can be any public employees.

Senatdr Krebsbaeh: Other than the confidentiality is the HIPPA regulations affécting your-

inddstty in other ways?

S. Collihis: Yes, not in the retirement area, it could in the disability benefits, Int the health

insurance area i$ much more than that,
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Senate Government and Veterans Affairs Committee

Bill/Resolution Number SB 2058

Vam Hearing Date 01/16/03

Senator Krebsbach : Is there any further testimony in favor of SB 205 8,...Neutral ot in 5
Opposition... i
SB 2058 Closed ;
Tape 1 Side A Meter # 3100 ,é
Semator Wardner ; I make motion for an adoption of amendment ;
Senator Nelson : 2nd ?

y

{

6 Yes, 0 No, 0 Absent and not voting

Senator Brown: I make

Senator Wardner © 2nd

e i

a motion for a DO Pass as amended

6 Yes, 0 No, 0 Absent and not voting

N Carriet; Senator Nelson

BT M0 S A i et :
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— FISCAL NOTE

Requested by Legisiative Council
01/20/2003

Amendment to: SB 2058

1A, State fiscal effect: /dentify the state fiscal affect and the fiscal effect on agency appropriations corpared to
funding levels and appropriations anticipated under current law.

e 2001-2003 Blennium 2003-2005 Biennlum 2005-2007 Biennium

g General [Other Funds| General |Other Funds| General |{OQOther Funds

Fund Fund Fund

Revenues

3 Expenditures

{ Appropriations

| 1B. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political subdivision.
{ 2001-2003 Biennium 2003-2005 Biennium 2005-2007 Biennium

: School School School

Counties Cities Districts | Counties Cities Districts | Counties Cities Districts

§ 2. Narrative: Identify the aspects of the measure which cause fiscal impact and include any comments relavant to
I your analysls. ‘

. \ This bill as amended is not anticipated to have any actuarial or fiscal impact upon PERS
----- 3, State fiscal effect detail: For information shown unider state fiscal effect In 1A, please.
A. Revenues. Explain the revenue amounts. Provide detall, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

-

B. Expenditures: Explain the expenditure amounts. Provide detall, when appropriate, for each agency, line
ltem, and fund affected and the number of FTE positions affected.

C. Appropriations: Explain the appropristion amounts. Provide detail, when appropriate, of the effect on
the blennial appropriation for each agency and fund affected and any amounts Included In the executive
budget. Indicate the relationship between the amounts shown for expenditures and appropriations.

IName: Sparb Collins \gency: Public Employees Retirement System
IPhone Number: 328-3901 Date Prepared: 01/20/2003
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Biil/Resolution No.:

SB 2058

FISCAL NOTE

Requested by Leglslative Council
01/02/2003

1A. State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared to

funding levels and appropriations anticipated under current law.

2001-2003 Biennium 2003-2005 Blennium 2005-2007 Blennlum
General |[Other Funds| General |[OtherFunds| General |[Other Funds
Fund Fund Fund
Revenues
Expenditures
Appropriations
1B. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropnate political subdivision.
2001-2003 Blennium 2003-2005 Biennium 2005-2007 Biennium
School School School
Countles Citles Districts | Countles Citles Districts | Counties Cities Districts

2. MNarrative: Identify the aspects of the measure which cause fiscal Impact and Include any comments relevant to

your analysls.

3. State fiscal effect detall: For Information shown under state fiscal effect in 1A, please:

6: >‘ This bill is not anticipated to have any actuarial or fiscal impact upon PERS

A. Revenues: Explain the revenue amounts. Provide detall, when appropriate, for each revenue type and
fund affected and any amounts Included In the executive budget.

B. Expenditures: Explain the expenditure amounts. Provide dstall, when appropriate, for each agency, line
item, and fund affected and the number of FTE posltions affected.

C. Appropriations: Explain the appropriation amounts. Provide detall, when appropriate, of the effect on
the blennial appropriation for each agency and fund affected and any amounts Included in the executive
budget. Indicate the relationship between the amounts shown for expenditures and appropriations.

(Name: Sparb Collins Agency: PERS
[Phone Number: 701-328-3901 Date Prepared: 01/06/2003
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30053.0301 Adorted by the Government and Veterans
Title.0400 Affalrs Commiitee 0%
January 16, 2003 {16
[oF

PROPOSED AMENDMENTS TO SENATE BILL NO. 2058

Page 1, line 2, replace the second "two" with "three”

Page 15, line 5, overstrike "governmental unit that does not"

Page 15, line 6, overstrike "participate in the" and overstrike "employees retirement system
under this chapter* and Insert immediately thereafter "employer”

Page 17, line 9, overstrike "membet's present monthly” and after "salary" insert "the member

would have recelved but for the period of service or, if that amount Is not reasonably
ertain, the member's average rate of compensation during the twelve-month period

mmediately preceding the member's perlod of service or, if shorter, the perlod of

employment immediately preceding that period,”

Page 17, line 21, overstrike "governmental unit that does not"

Page 17, line 22, overstrike "participate In the" and overstrike "employees retirement system
under this chapter” and insert immediately thereafter "employer”

Page 18, line 18, replace "gn" with "ot"

Page 19, line 26, overstrike "member's present monthly” and after “salary” insert "the member

would have recelved but for the period of service or, if that amount is not reasonably
certain, the member's average rate of compensation during the tweive-month period
mmediately preceding the member's period of service or, if shorter, the period of

employment immediately preceding that period,”

Page 20, line 26, replace "Two" with "Three"

Page 21, after line 3, insert:

*Any person if the board determines disclosure Is necessary for treatment,
operational, or payment purposes, including the completion of necessary

documents.,”

Page 24, line 22, remove "member's present monthly” and after "salary” insart "the member
would have recelved but for the period of service or, if that a ot re f

8
cerain, the membet's avetage rate of compensation during the twelve-month peried

Page No. 1 30053.0301

delivered to Modern ln;—o}‘metion Systems for microfilming ad
were filmed {n the regular course of business. R U de of the American National Standards tnstitute

NOTICE: !f the filmed Image above {s less teglble than this Notice, 1t 18 dua to the quality of the

(ANS1) fo‘r;' :rnh;:{awicrofllm.
————_ £ )is o3
; 1 K )%7%@;12\ 10./15 /0

OperwtorTs signature
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employment Immediately preceding that perlod.”
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Page 26, line 5, replace "54-52.2-03,2" with "54-52,2-03.3" 5

Renumber accordingly |
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2003 SENATE STANDING COMMITTEE ROLL CALL VOTES

Date: 01/16/03

Roll Call Vote #: 1

BILL/RESOLUTION NO. $B 2058

Senate  Government and Veteran Affairs

Legislative Council Amendment Number

Action Taken DO PASS

Check here for Conference Committee

_30053.0301 Title :.0400

Committee

Motion Made By

Senator Wardner

Seconded By _Senator Nelson

Senators

Yes

No

Senators

Yes

No

Senator Karen Krebsbach, Chr,

Senator April Fairfield

Senator Dick Dever, Vice Chr,

Senator Carolyn Nelson

Senator Richard Brown

Senator Rich Wardner

> > ¢

Total  (Yes)

6 No

Absent

Floor Assignment

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

‘Tho micrographio images on tiiis film are accurate reproductions of records del{vered to Moder

t business. The photographic process meets standards of
e e e o o furg‘d in?agephabo& 1s less lepible than this Notice,

CANSI) for archival microfilm. NOTICE: 1f the
document being fiimed, \ A
Operator’s Signatur ' o
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Date: 01/16/03
Roll Call Vote #: 2

2003 SENATE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTION NO. SB 205ff

Senate Government and Veteran Affairs Committee

Check here for Conference Committee

Legislative Council Amendment Number

Actton Taken DO PASS as Amended

Motion Made By  Senator Brown Seconded By Senator Wardner

Senators Yes | No Senators Yes | No
Senator Karen Krebsbach, Chr. X Senator April Fairfield X
Senator Dick Dever, Vice Chr. X Senator Carolyn Nelson X
Senator Richard Brown X
Senator Rich Wardner X
Total (Yes) 6 No 0
Absent 0

Floor Assignment _ Senator Nelson

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

The micrographio

images on this #1lm are accurate reprodustions of records delivared to Modern Information Systems for miarofiiming and
were filmed 1n the regular course of business, The photographic process meets standards of the American National Standards Institute
(MST) for archivel microfilm. NOTICE: 1f the filmed image above {s less legible than this Notice, it is due to the quatity of the

document being fiimed,
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REPORT OF STANDING COMMITTEE (410) Module No: SR-09-0712

January 17, 2003 9:58 a.m, Carrier: Nelson
insert LC: 30053.0301 Title: .0400

REPORT OF STANDING COMMITTEE
SB 2058: Government and Veterans Affalrs Committee (Sen. Krebsbhach, Chalrman)
recommends AMENDMENTS AS FOLLOWS and when so amended, recommends
DO PASS (6 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). SB 2058 was placed
on the Sixth order on the calendar.

Page 1, line 2, replace the second "two" with "three"
Page 15, line 5, overstrike "governmental unit that does not"

Page 15, line 6, overstrike "participate in the" and overstrike "employees retirement system
under this chapter" and Insert immedtiately thereatter "employer”

Page 17, line 9, overstrike "member's present monthly" and after "salary” insert "the membetr
would have received but for the perlod of service or, if that amount Is not reasonably
certain, the member's average rate of compensation during the fwalve-month perled
Immg' diately prggedgiingltng mgrrge["’g pgrig' d of service or, if shorter, the period of
employment immediately preceding that period,”

Page 17, line 21, overstrike "governmental unit that does not"

Page 17, line 22, overstrike "participate in the" and overstrike "amployees retirement system
under this chapter" and Insert Immediately thereafter "employer

Page 18, line 18, replace "on" with "or"

Page 19, line 26, overstrike "member's present monthly” and after "salary” insert "the member

W ve recelved but for the per f service or, if that amount Is not reasonably
certain, the member's average rate of compensation during the twelve-month period

Immediately preceding the member's perlod of service or, if shorter, the period of
gmployment immediately preceding that period,”

Page 20, line 26, replace "Two" with "Three"

——

Page 21, after line 3, Insert:

"Any person If th rd determines disclosure is n fo men
operational, or payment purposes, including the completion_of necessary
documents.”

Page 24, line 22, remove "member's present monthly" and after "salary” insert "the member
would have recelved but for the period of service or, it that amount is not reasonably

cerain, the member's average rate of compensation during the twelve-month perl
Immediately preceding the member's period of service or, If shorter, the period of

| in
employment immediately preceding that period,”
Page 25, line 5, replace "54-562.2-03.2" with "54-52.2-03.3"

Renumber accordingly

(2) DESK, {3) COMM Page No. 1 8R:08-0712

The micrograph
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The micrograplﬂc images on this film are accurate reproductions of records delivered to Modern Infarmation Systems for microfilming and
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2003 HOUSE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO, SB 2058
House Government and Veterans Affairs Committee
O Conference Committee

Hearing Date 3-13-03

e e e s o e

Tape Number Side A Side B Meter #

1 X 36.1-end |

1 X 0-4.4
Committee Clerk Signature Q%M ‘
o

Minutes: Chairman Klein: call e hearing to order on SB 2058. All committee members were

q present,

St {

S ollins, Publ loyees Retirement System: appeared in support of SB 2058 (SEE

NY).

Representative Sitte: can you explain what domestic relations orders are?
Spatb Collins: When married couples get separated it is the document that has to do with the

division of the assets, in the past we have not be able to accept domestic relations of a deferred
comp account by the court, now with this authorization we would be able to segregate them.
Representative Kasper; authorizes pers to establish IRAs, what does it mean how would you
implement, who would be providing IRAs.

Sparb Colling: that actually is a carry over of the authorization that is at the federal level in the

pets at this point I don’t know that we would ever establish IRAs,

BT e .
BRI e

, ation Systens for miorot!iming and
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House Government and Veterans Aftairs Committee
Bill/Resolution Number SB 2058

Hearing Date 3-13-03

Representative Klein: are you telling me that under the present situation you can’t share
information?

Sparb Collins: yes, we did make some changes to the confidentiality provision last time, what
we are talking about here, lets say the estate segregates the account to two or three people, we can
sit down and talk to the one person saying you are getting this much out of the account, but we
really can’t say is that the rest of the account is going this other person.

Representative Klein: don’t the employees get credit for their sick leave now?

Sparb Collins: no, employees get credit, but if I was gone for sick leave I would continue to
receive my pay for any amount of time that I get. But employees at the time that they finish their |
career that has 10 years of service or more they can get 10% of their sick leave paid back in cash,
so they let it accumulate.

Representative Sitte: what percent of state employees salary do they retire at?

Sparb Collins; the average years of service on the state of retirement is 19, almost 20, teachers is |
about 30 years. At 20 years is about 40% of their salary. At 25 years they would get about 50% r
of their salary.

Representative Siite: made a DO PASS motion,

Representative Meier: SECOND the do pass motion,

Motion cartied.

Representative Tieman: will carry the bill to the floor.

~ The micrographio images on this film are accurate reproductions of records delivered to Modern Information Systems for m!droﬂlmim tnd

were filmed {n the regular course of business. The photographic process meets standards of the American Nationel Standards Institute
(ANS1) for archival microfflm, NOTICE: 1f the fiimed image above is less legible than thia Notice, {t {s dua to the quality of the

dooument being f1imed. - //)\
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REPORT OF STANDING COMMITTEE (410) Module No: HR-51-5388
March 21,2003 7:48 a.m. Carrier: Tieman
insertLC:. Title: .

T e e e o

N REPORT OF STA'NDING COMMITTEE
SB 2058, as engrossed: Government ani Veterans Affairs Committee (Rep. M. Kiein,
Chairman) recommends DO PASS (14 YEAS, ONAYS, 0ABSENT AND NOT
VOTING). Engrossed SB 2058 was placed on the Fourteenth order on the calendar.
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(2) DESK, (3) COMM Page No. 1 HR-81-5388
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The micrographic images on this £1im are accurate reproductions of records delfvered to Node;n Iﬁformatlon Systems for miorofiiming and

were filmed in the regular course of business, The photographic process meets standards of the American National Standards Institute

(ANS1) for archival microfilm, NOTICE: 1f the fiimed fmage above {s less legible than this Notlce, {t {s due to the quality of the
-~

document being filmed. - .

R

-

K. . .



- v
&

RN
A~ A 'J:

CaiF
-

) REPORT OF THE LEGISLATIVE COUNCIL'S
ey EMPLOYEE BENEFITS PROGRAMS COMMITTEE
' SENATE BILL NO. 2058

onsor: Retirement Board

oposal: Changes the definition of governmental unit to exclude the Highway Patrol for members of the Highway
trolmen’s retireinent plan; changes the definition of retirement to include termination of participation in the
Irement plan and meeting the normal retirement date as well as termination of employment; aliows elected
iclals of participating counties, at thelr individual option, to enroll in the defined benefit plan within the first six
snths of their term; allows non-state-appointed officlals of participating employers appointed on or after August 1,
89, who meet the participation requirements of NDCC Chapter 64-62 to enroll In the defined benefit plan effective
thin the first month of taking office; allows the PERS Board to accept trustee-to-trustee transfers as permitted by
ernal Revenue Code Sections 403 and 467 from a Section 403 annuity or Section 457 deferred compunsation
an for the purchase of permissive service credit or as repayment of a cashout from a governmental plan; allows
2 board to establish individual retirement accounts and individual retirement annuities to allow employees to make
luntary employee contributions; provides that for purposes of multiple plan membership, service credit in TFFR,
ghway Patroimen’s retirement system, or TIAA-CREF may not exceed 12 months of credit per year; provides that
r purposes of determining benefits in multiple plan membership situations an employee may elect to have benefits
llculated using the average of the highest salary received by the member for any 36 months employed during the
st 120 months of employment in PERS or the average of the highest salary received by the member for any 36
insecutive months during the last 120 months of employment with any of the eligible employers with service credit
st to exceed one month In any month when combined with the service credit earned In the alternate retirement
i rstem; provides that employees who have dual membership rights may elect to begin participation in an alternate
| an or continue participation in PERS; clarlfies that a member or a surviving spouse Is entitled to receive retiree
i salth benefits beginning on the date retirement benefits are effective unless the premium Is billed to the member’s
r nployer, and establishes standards for apportioning deferred compensation assets under qualified domestic

— satlons orders.

he committae amended the bill at the request of the Retirement Board to clarify that the purchase provision Is
vailable to vested members Instead of members with five years of service and to change the reference to prior
arvice to other eligible service, to amend the bill as a result of a July 12, 2002, Attorney General's opinion stating
{ 1at certain provisions of the retirement statutes are In conflict with the Uniformed Services Employment and

.eemployment Rights Act of 1994 to bring the retirement statutes into compliance with federal law; to allow
articlpating employers to purchase additional service credit on behalf of members under certain conditions; to
mend the confidentiality provisions of the retirement statutes to allow the Retirement Board to publish the names of
iembers the Retirement Board has been unable to contact; to provide that former participating members of the
efined contribution retirement plan who are receiving retirement benefits or the surviving spouse of a former
articipating member who Is eligible to recelve or was recelving defined contribution retirement plan benefits Is
ligible to receive retiree health benefits; to extend the time period within which a member of the defined
ontribution retirement plan may walve a refund of the member's vested account balance from 30 days after
armination to 120 days after termination; to allow employers of employees participating in the defined contribution
stirement plan to make contributions for the conversion of sick leave and for the equivalent of up to five years of
ervice credit unrelated to any other eligible service; and to add a provision to the deferred compensation
iuthorization statute to require alternate payees to transfer to their own plan under a qualified domestic relations

wder.

‘he committee amended the blll at the request of the Retirement Board to add a provision clarifying the pretax
urchase of service credit to address concerns of the Internal Revenue Service relating to the issuance of a letter

uling on the pretax purchase of service credit.

| \ctuarial Analysis: The consulting actuary reported that the actuarlal impact of the proposal, as amended, Is
! ninimal.

commiittee Report: Favorable recommendation.
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TESTIMONY
OF
SPARB COLLINS
ON SENATE BILL 2058

Madame Chair, members of the committee, good morning. My name is
Sparb Collins and | am with the Public Employees Retirement System
(PERS). | appear before you in support of SB 2058 which relates to the
PERS Main Retirement System, the Deferred Comp Program, the Retiree
Health Plan and the Defined Contribution Plan. This bill was reviewed
during the interim by the Legislative Employee Benefits Committee and |
given a favorable recommendation. The bill was also determined to have
no actuarial impact. Since the bill provides for numerous changes in our
statutes, | have attached a section by section analysis of the bill and
changes. Also, you will note we are proposing several amendments to the
bill. To facilitate your review, | will summarize the changes by program in
my testimony. If you would like to discuss any particular section in more

detall we can use the attached analysis.

DEFERRED COMP PROGRAM
Sections 1, 17 and 20 relate to the Deferred Comp Program. The primary

changes proposed in this bill relating to the Deferred Comp Program are to
authorize PERS to accept domestic relations orders (DRO’s). Recent
changes at the federal level now facilitate this procedure for this program.
We prasently do DRO'’s in the main, HP, Judges, National Guard Plans and

defined contribution plans.
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MAIN SYSTEM
Sections 2 through 15 and 22 relate to the Main Retirement System.

Section 2 is changes in some of the definitions. These changes relate to
standardizing the definition of an eligible employee so it is the same for
retirement and group insurance by clarifying the minimum time of
employment for eligibility during a specific year from § months to 20 weeks,
and defining that HP retirement plan members are not part of this system,
The change in Section 3 relates to multiple plan membership requirements
that are addressed in more detail in Section 9.

Sections 4, 5, and 6 relate to defining in statute the procedures for elected
and appointed official’s participation at the state and political subdivision
levels. These clarifications will establish in statute the administrative
procedures the agency presently follows. i

Section 7 clarifies the process for pretaxing employer contributions. This
change Is also done in concert with changes in Sections 11 and 13 of the
bill that authorize the employer to purchase service on behalf of its

employees.

Section 8 of the blll implements several changes that were recently
authorized at the federal level. Specifically, it authorizes employees to
rollover funds from 457 and 403(b) plans, do trustee to trustee transfers of
funds from the 457 plan, and authorizes PERS to establish IRA’s.

Page 2 of 6
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Section 9 changes the multiple plan membership procedures and is one of
the primary initiatives in this bill. Multiple plan membership Is how we
coordinate our benefits with other state systems such as TFFR, HP and
TIAA/CREF. This provision was originally enacted to provide portabillity to
members of the state’s retirement plans as employees went from one type
of public employment to another. To accomplish this, present law provides
that a multiple plan member must be assigned entirely to one system or
another. We must use the final average salary from the last system of
participation to calculate the benefit. Two problems have arisen relating to
this existing provision. The first problem is administrative and concerns the
difficulty in identifying the individuals who come under this provision, the
difficulty participating employers have in understanding this provision, and
the difficulty members have understanding the assignment process to one
system or another in cases of service credit under both plans. The result is
that when these situations are discovered, administrative transactions have
had to be altered and in some cases the resulting change has adversely
affected the membetr's expectation. The second problem area has been
with using the final average salary from the last system to calculate benefits
in all systems. While this provides portability between systems and is
extremely beneficial to most members, for a few individuals this can resuit
in a dramatic and inequitable drop in benefits. Therefore, the purpose of
these changes is to address these two problems, and thereby, make it
easler to administer for our participating employers and make it clearer and
more equitable for all our members. First, the proposed new method would
not require that a member be assighed entirely to one system or another.
Instead the member would be allowed to participate in both systems and
the employer would report contributions to both systems based upon the
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member's employment. . Second, the employee will have the option at
retirement to choose between two calculation methods and could select the
one that best meets their needs while still malintaining the multiple
membership provisions. The first method would be to have their retirement
benefit calculated using all years of service and the final average salary in |
the PERS system. The second method would be to use the final average |
salary from the last 120 months of employment to calculate the benefit for
all retirement plans. However, under this last method, overlapping months
of service would be combined in determining the final average salary.
Eligibility would be based upon combined years of service for both
methods. This change will maintain the multiple membership aspects for
state retirement plans, be clearer for the member, and also for the |
employer. Lastly, this section will allow existing multiple plan members to

choose if they want to have their benefit calculated under the existing law

or the new law. :

Sections 10 and 11 relate to purchases and USERRA. In Section 10 the
amount of time an employee can purchase is limited to 5 years. In Section
11 employers are authorized to purchase time for employees. Section 11
also incorporates in statute provisions relating to returning veterans based
upon USERRA. The changes proposed are based upon the advice we
received In a recent Attorney General's Opinion. We are proposing some
additional changes in the attached amendments again based upon that
opinion. These changes are on page 17 line 9 and page 19 line 26. These
changes incorporate the requirements relating to salary in the federal taw.
We are also proposing to amend page 15 line 5 & 6 and page 17 line 21 &
22. The same change is proposed in both parts and will allow a member
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who is working for an employer in PERS to buy past time with that
employer If it was non PERS time. Present statute prohibits purchases of

service from PERS employers

Section 12 summarizes provisions we need to include in our plan to |
} maintain our qualified status in compliance with the IRS. Please note the
‘ repeal in Section 22 of the bill is the old IRS compliance provision that is
!

being updated with this section.

Section 13 sets forth the conditions that must be met by an employer
before they can purchase time for an employee.

Section 14 proposes some changes in our confidentlality provisions. First,
,f:) we are requesting the authority to share information with a member's

beneficiaries in settling an estate and secondly the ability to seek

information from the general public on locating lost members. In this

section we are also requesting an amendment to clarify administrative

exchanges of information for administrative purposes and for HIPPA. This
"* change is on page 21 after line 3 in the attached.

Section 15 grants the employer the authority to purchase sick leave credit
for their employees upon termination

RETIREE HEALTH PROGRAM
Section 16 relates to the retiree health program. This change coordinates
the effective date for members to receive the retiree health credit with the

.\ effective date of retirement payment. L
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DEFINED CONTRIBUTION PLAN J

Sections 18, 19, and 21 relate to the defined contribution plan. Section 18 |
authorizes an employer to make additional contributions to the plan for an ;
employee. This provision is added since it is intended to be the same type
of benefit that is being requested in the Main System. Section 19 is to add
the USERRA requirements to the plan. We are requesting an amendment
again based upon the Attorney General’s opinion. These amendments are
oh page 24 line 22 of the attached and relate to determining the salary of
the veteran. Section 21 extends the timeframe for refunds of account
balances under $5,000 from 30 days to 120 days.

Madame Chair, members of the committee, PERS would appreciate your f
support of the SB 2058 and the proposed amendments. This completes I

my testimony
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ag= ¢ SECTION 2. AMENDMENT. Subsections 3, 7, 10, and 14 of section 54-52-01 of the
gzi s 10 Nosth Dakota Gentury Code ars amended and reenacted ¢ folows: Section 2 changes
g,:,i_"é' 11 3 “Eighble employes™ means all pecmanent employees who meet sk of the eligioity
gf i% 12 requirements set by this chapter and who are eightesn years or more of age, and ) ) o ) ) .
23352 3 inckudes sppointive and elociive oficiais whe-siosk- semein momisers of-the This change in combination with the chang~ in sections 4,
E;{%i “ . cdod. that fodmes-oi $ i g 5 & 6 of this bilf rs'mtended _to c{anfy the participation of
i;?, g s i . elected and appointed officials in the PERS plan
g%; 16 eosiion-54-52-02.5-are-sligihic-omployass-and ahall-sarseipais-in-ine-publie
_§§ =3 17 - emplayses-rolirement-aysiom under seclions 54-52-02.5, 54-52-02.11, and
g 8 18 545202 12 Eiigibie employee doss not include nonciassified siats employees
(O 325 1¢ who elect b becorme members of the retirement pian established under chapter
5 =RE3 20 54.52.5 but does incude smpioyees of the judicial branch and smployees of the
« <38 2t board of higher aducation and state lostitutions under the jurisdiction of the board. This change is to clarify that the members of the Highway
S o § 2 7. “Govemmentsl unit" means the state of North Dakota, exceot the highwav atral Patrol plan are part of a separate retirement plan.
% ;§§ 3 qr members of the retirement plan craated under chapler 39-03.1, ora
%%g 2 . pokcal _ thereal . whoes sarvices e This change is to more clearly define the minimum time
FEE = 0 "Permanent empioyse” means & govemmental unk employse requirements in order to be eligible for the PERS plan.
7’,%:?;% 2 ot kmitad i duration and who is Bing an approved and requisdy binded pastion | o oty it is 5 months. This change would make it 20
2 g; o 24 in an eligible govemnmental unit, and is employed tweaty hours or more per week weeks and is proposed to make it administratively easier to
<282 2 and atisast five-menihe twanly waeks sach year of empioyment. understand, calculate and explain.
e ;.§§_ 23 14, "Refiremen" means the acceptance of a refirement allowance under this chapter
23g 30 This change would allow a member who is eligible for
2z 3t normal retirement benefits to draw retirement benefits if
g?; ‘é they are no longer participating in the plan but may still be
A Y- S employed. For example the person could have moved
2 %nsz_ from an authorized FTE position with benefits to a
§&§ temporary position without benefits. Under existing
=3 provisions they could not draw retirement, pursuant to this
=z %" change they could.
i 3 :
S czg
il
N Eos
E& 233 rb\2003 Bilis\Main $
> gks 3 .Ja n System Bil.doc ‘ Page gpof 26
>z iz
223 - - -
3:d

Fi“

&
\sﬁﬁmﬁ

4

)
.
‘”"".;da



Ky *m:,“

-

g\m&&‘

] z2
3
2>
Eate AR Y 2 JE sl i 3 u“
Z 36 ¢ 8Bég ]
i
Bif
8y; wof Aew Sfepo Ajunoo pezoejs 1oy Aep 0] ST Sty z
wousno w a u Oa‘ u% Ta T TR I W NI 1l e WA R ST T TR e ST e z g = m

e

t

T Whlinteodde sTosid 1ol Jo Sim 2
&ﬂ.ﬂ;;ﬁ? e b\mn m\'*ﬂ?\n‘i @E )lﬁn.lﬂwﬁ un.m.lo(i.&ﬂ.k% P nw;ﬂ u’d.:iﬁcnw.(a\ mmn

L“wn.'.\wuw‘r.h.mw| UFP.“. Sty ﬂlﬁm .lw"hu.)_ ﬂrm\.hu\l#w mlo&-(.i»nv\uu m P lu\\arw T
S TIL T, TBEIR D IO R TI X L 1 RTOORTH R TS il S i R U e
Fopin pousiqeIse e Wiaiinmes G Uy SFRGORd O S5m0 S UoRied Sip e 3 e

SFE NS WTGRG, P it XTT A T e ; rE i D

“UOROBs IX8U S{itsoin 118 Yy 345 Biyip e Ak Yo Goiom e S U050 THif TEOR0 THHEAS 1R
- - e - e N - - . e - T Y L AT e TR D v T ATW LArw® o TR D g sk e P
oty u uogedopred uoisAIPQNS [esgrjod woy §f gSIbugsip SWA0D0 Siopd 3p o Do Dpednid v &y aingo Swifs e Soferd ucea

e TR LTl ST am S 2 T gCerr. ZEEUT

pue SepIO Be)S 40} UoREdITed AEf 0] S| SBUBGO SIyy | ST Sk e v i e o o e T 6 e RS e

.ﬁ# J“ g b o l\oaﬂ,url‘ﬂ g.ﬂg P e
SobuBYd> P UORISE Kisgos S P pie FEGiR

g A ity S =

standerds of

SIS TN T TR Y
00888 Meets

otographis pr
‘the: f{tmed imege: abdve (8 Less Legible: than this-Notice, 1t

- 5

%ﬁﬁg‘% .nulwi.sﬁ{am o o Ko 555 106 S e "o

S T 6 Ley0 TG o TGS ORI Ko Penco Apieesid S5A30ia 120055
L% LRI TR et .

‘m .hur..rruw#r F{m .ﬁr i whﬂnﬂu. m-_mm' > ,u¢ ‘n‘ugmn& !mu.ﬂ..ram
[V ey w_. P lvuyﬂm ey \u)ulwmuﬂmmguﬁz_ HH&W@UI\“W\FIW-M~ ‘\.A“u,itt_s O m S Tl .

e
ph

SR TG X T et L TR Rl St i B O SRR o
PSP ey Kimos-Apo ® in SaA08 Lheey 100iR7e08p esq Ao T “SATMON

RO e PR S | SRR S SIS N G T I P TEL g M U T O g

USHow Pire ol apeiB-GiK] O1 JOWIAGIOUI J50IE0 1000 Pk JACLIN F00L0SI00 SARERIXD

f1im are accurate reproductions of ‘records del fvared to Modern: Information Systems for mfaroffiming and i

reguiar course of ‘bus{ness, Th

o L .. . dwyszequisw TRk HEiR e © 1 RO s -K3GRD% ¥ O Pisass SO “Rico THIS o8
ueyd ydgju 0] bugEre! [ S JO § UOROSS Ul PBSOUOIT | i i suiie i sikin ooy HiD i KSR Sa EIAD (G0 60 oA
sebueyo ayp jo ynsas e se L

T

mc ”‘n mmmgu MN& -y U‘OA‘J.YQ. sﬂ‘% a% .e..u!ﬂ\q_.aj nmv T m.A.m = ...u”g‘tn Tk T A T o y_ﬁq Hu( R ey

. nn,\d'im,—y TR %t‘ TRt e G\U'WN. n‘mg\.\c‘lﬁrﬁnﬂ e

seBueyogudndds | - Cueomstpedese e pios
% 3p0) Ampied NoKe() YIOK 88 10 ZD-26-H5 UOBNS “ININONINY T NOLLIIS

C O

- el ON a2 N Y

C(ANSL) for archival mierofiim: NOTICE! 1t

document baing: 1 timd:

The mierographic images on this

were fiimed in the

{

i

l

3

|

t

{

1

i

|

|
'

1
L

<




P {5 Buieq Junoop

W) }40491W 1BALHO® 04 C(ISNY)

'SSOU}BNG FO I8JN0D JRINBIY B U} PI) | BJeM
4 9304N090 048 W)} S1Y3 Uo S9BUW| OfudeaBodat eyy

130 110N

94
do

o) udeusoroyd

d

9AOQU 9BRW| AU L) PYY 31
PUs BULW) | $OJOJW 04 SWRIBAS LIO|IBWIOJUT UJOPOK O3 PILOA}1OP SPIA0AN §0 BUO}IONPOJ

RAYENEZ

343 4O A311enb 943 03 OPP 8} 3) ‘9DJION 8143 Ly 91qiB9) 88e) 8}
AINIISUT SPJUPURIS 1RUO|IUN URD|IOWY 94) 4O SPUEPUNIE 830N §8RIOU

r

o~

%{m*n

3 {
{ £ N

)

1 Section 6 changes

2 This section is to clarify the participation for appointed

3 officials in the political subdivisions. This change also

4 clarifies that they will be treated in the same manner as a
s state official but that they will not be offered the defined

s contribution pian option.

7 SECTION 7. AMENDMENT. Subseciion 3 of section 54-52-05 of the North Dakota. Saction 7 changes

& Cantmy Code is amendest and reenaciad as folows: This change clarifies that a participating employer can pick
] 3. Eachemployer, atits option, may pary 2l or & 0artion of the employee conkributions up all or a portion of the employee contribution.

o

1" This change reiates to the changes in Sections 11 & 13
2 authorizing employers to purchase service credit and sick
13 mounts dicacliv once he smoiover has slecied 1o nay the smcioves conkrb leave. This provision authorizes the purchase on a pretax
7 The amoont paid must be paid by the ampioyer in su of contribations by the basis.

15 empioyes. K lhe state delermines nol 10 pay the contritndions. the amount hat

16 would have been paid must conlinue (o be dediucted from the employse’s

17 compensation. f contributions are paid by the employer, they must be reated as

18 smpioyer contributions in determining tax ksatment under this code and the fadecal

19 intamat Revenue Code. if conlrituttions are peid by the ecoployer. they may not be

F.s ] included s gross income of the employes in determining tax treatment under this

21 code and ihe intermal Revenue Code unil they are distributed or raade svailshie.

2 The empioyer shall pay these employee contrbuions from the same source of

23 funds used in paying compensation {0 the empioyee or from the levy autherdized by

24 subsection 5 of sacion 57-15-28.1. The employer shall pay these contributions by

5 effecting an aqual cash raduction in the (ross salary of the employee or by an

26 olfset against futtre salary increases or by a contribution of a reducion in gross

7 salay and offset against fukire salary increases. ¥ empioyee contribulions are

28 paid by the employer, they must be rsated for the purposss of this chapter it the

28 same manner and 10 he samae sxient as employes contributions made prior (0 the

X dale on which ampioyee coniributions were assumed by the anployer. An

employer exsreising ks aption under this subsecion shall report & choics 1o the

board: in wiiting—-y-June-Sheeniivof-eash-edd-numberod-yeer.

This change is to clarily that PERS will accept the decisior:
of the employer at any time during the year.
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g;zg 1 which s e sarter of age sixty-five or the A8 at which curent servics pius
giig 2 age equaie eighty-ive. A relires. other than  supreme or dietict cout judige, | Section 8 changes
235% 3 is sligible for aarly relirament benelie only afisc having completsd frse years
=332 « of eligibie smpioyment. A supreme or disirict court judge relires is aligible for
i_;:sg 5 warly retiremant benelits only after having completed ive years of aiigible
Eg—g [ smployment.
Eo - 7 e Excent for suprems and digtrict court judg 3, disability retirement benefits are
?gf? 8 Iwenty-five percent of the member's inal average ssiary. Disatlity raticemnent
i gg__-'; o benetits for supreme and disirict court judges are seventy parcent of foal
=23 10 average sajary reduced by the mamber’s primary socisl security benefits and
€3 1t by any workers® compensasion benefits paid. The minimum monthly disability
a -‘:§ g 12 retirament benefit under this section is one hundred dollars. This delefes the authority for a member to purchase ari
2 ] 3 = Apariepaling momber-wha-i-a-vooled-pormancnt employes-is-omified-ta uniimited amount of time from the retirement plan. in
: 33 14 purchoss-addiionsl- rean-si senviss-sraditio-anshie-ho-member-le-qualityir | section 10 of this proposed bill members are authorized to
i;ﬁ 15 the-varmes relirementdats-delined by-subdivision-e-ol-avissostion-3—Fhe purchase up to 5 years of service credit. The concern with
-3 é 16 yoors-ot-esevise-purehased-must bo-sdded-to-the-years-stsoniee unlimited purchases is that with the proposed change later
A % R v - omployment underparegraph-i-of surdivision a-for-eaioulaiing-the servics in this section fo authorize trustee transfers more
Z&) =33 e bonefie: individuals could be purchasing greater amounts. While
e § 5~ 9 5. Upon termination of ampicyment alter compleling three years of eligible the purchase is based upon actuarial costs the fables are
—~ :é § 2 emplaymsnt, except for supreme and district cowt judges. who mustcomplets &ve | hagedf ypon averages which mean that some purchases
zeg 2t yoars of aligitie employment, bt befors normal raticement date, 2 member who may not aiways be fully covered.
Eig 2 does not elect 1o racoive sarly raiicement benefits i aligible 1o receive deferred
33> 23 vested retirement benefits payable commencing on the member's normal
: gg; 24 reticament dais equal 10 cnie hundred percent of the membets accrued single s
~ S, 25 benafits_
§§; ; 26 6. f beiove retiring x member dies after compieting twee yoars of efigible
:’:_—2.%’ 27 empioymant, except for supreme and district coust judges., who must have
;%; 28 compiatad five years of eligile employraent, the board shall pay the member’s
§.§§‘ 23 account balance 1o the member's designated beneficiary s providad in this
-":6‘.?: 30 subsection. 1f e member has designated an allernats beneficiary with the
=33 at surviving spouse's witien consent. the Hoard shall pay the member's account
ax2 !
%gg 5
o ;.‘:" g
s ég%
=2
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1 b, Anactuarially squivaient joint and strvivor aption, with filty percant or one

2 bundred percent opons. . Section 8 changes

3 ¢ Anscusarisly equivaient level social security opion, which is avaliabie orfly 1

& mesnbers who retira prior 1o attaning the age at which they may begin 1o

s receive unveduced social security benefits.

8 d.  Ule with five-yesr or tan-year certain oplions.

7 Except for supreme and district court judges, uniess a member specificalty

8 requesis that the member recsive benefits acoording 1o one of these options al the

s fime of appiying for retirament, all retirement benelits must be in the form of a

10 single life benelfit. For supreme and district coixt judiges, tniess a member

1t spacifically requests that the member recoive benefits according o ons of these

12 oplions at ihe time of applying for retrement, all retirement benefits must be in the

13 fom of 2 Wetime monthly pension with fifly percent of the banefit continuing kor the

37 Kle of he surviving spouse, if any.

15 10. The fund may accept roliovers. from other qualied elighble plans under ruies This change will allow PERS fo accept rolfovers from 457
16 adopted by the board for the purchase of addiional servics credit, but ooly o the plans and 403 (b) plans.

17 extent the anafec i a roliover contibution that meets the requiroment of - - This was recently authorized in the EGTRRA passed by
13 saction 408 of the intenal Feverue Code. Congress

: This was also recently authorized in EGTRRA. This

o change will allow PERS fo accept transfers from active
2 employees to the PERS plan to purchase servic_e.

<

2

= This change was also recently authorized by EGTRRA.
e This would not be implemented until further guidance fs
z provided by the IRS.

28

29 Section 9 changes

30 amended and reenacted as follows:
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5452-172. Nalviple pien membership - Eligibility for bansiRs - Amount of

benefits.

1. a Forthe puposs of determining eligibility for benefits tnder this chapter, an-
employee’s yours of service employment gadi is the lotal of the years of
sarvice empieyment cracit earned in the public employees retirement system
and the years of service cradit samed in any number of the following-

{1} The machecs’ fund for relicerent.
The highway patrolmen’s retirement sysiem:.
The teachers” msuzance and aneksity association of America - college
retiroment equilies fund (TIAA-CREF), for service credit eamed while
empicyed by Nodh Dakota instifstions of higher sdocation.

&
&)

o An Pursuant 1o rles adopled

: i jopied by the hoerd, an employse who has service
credt in the sysiem and in any aumber of the plans described in
paragraphs 1z gnd 2-and-3 of subdivision & is entilled to benefits under this

Section 9 changes

This section changes and updates the muitiple plan
membership provision. This provision was originally
enacfed fo provide portability to members of the states
retirement pians as they went from one type of pudlic
employment to another. To accomplish this present law
provides that a multiple plan member must be assigned
entirely to one system or another. Two problems have
arisen relating fto this existing provision. The first problem
is administrative and concerns the difficulty in identifying
the individuals who come under this provision, the
difficulty participating employers have in understanding this
provision and the difficulty members have understanding
the assignment process to one system or another in cases
of employment under both plans. The result is that when
these situations are discovered administrative fransactions
have had to be backed out and the resulting change has
affected member’s expectations. The second problem
area has been with using the final average salary from the
last system to calculate benefits in all systems. While this
provides portabilily between systems and is extremely
beneficial to most members, for a few individuals this can
resulf in a dramatic and inequitable drop in benefits.
Therefore the purpose of these changes is to address
these two probiems and thereby make it easier to
administer for our participating employers and make it
clearer and more equitable for all our members. First, the
proposed new method would noft require that a member be
assigned fo one system or another. Instead the member
would be allowed fto participate in both systems and the
employer would report to both systems based upon the
member’s time. Second, the employee will have the option
at retirement to choose between two methods of
coordination that best meets their needs while stilf
maintaining the portability provisions. The first would be

to have their retirement calculated using all years of

%&%’wﬂ I
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5 ackicaling Mesnber has worked K las b ot Section 9 changes
2 oot 1ot Bt varAD S ey i e service in each system and the final average salary from
3 o each applied. The second method would be to use the
. @ The searagecl e bictes catvod b - final average salary from the last years to calculate the
. e ol A 1 e ot e benefit for all retirements. However under this last method
. I T S overlapping months of service would be combined in
, o R R determining the total. Eligibility would be based upon

Ao, s SuE Mo aaakl e orh v 8 combined years of service for both methods
8 onih witan Combined with the sarvic crackt anad i the Eiamale Thtschange will maintain the portability aspects forstate
s retirement pians, be clearer for the member and also for
1 Ths board shall caicuiat» benelits for an employee under thig subsection by using the emp]oyer_
1 only those years of service employment Craciit eamed under fhis chapter. Lastly, this section will allow existing multiple plan
2 2 g  Uanempicyse-wheiv-aparisipating-momberris-aiss-smpleyed in-any members to choose if they want to have their benefit
3 Posiien-whare-memmisorship-in-1ha-loachars™ lund fer-rolisomont-io-roquired; calculated under the existing law or the new law.
2 hendor-pumposcs-of-survent-omployment-ihe-ampleyes-is-a-memborof-the
15 rplicement sysiom-in-which-ihe-empiayos-hes-the-meet years-el-egrviee
6 b eorvioe in ot #
17 public-ampieyese-mirement-sysiom-and-ihe-ioashen’ fund-forroliremont—the
18 omployes-is-a-menmber-of-the-publie-ompioyses-retirament sysiam—The-beard
139 obbusioss-of-the-sashere™ fund-for-rptiroment-and-the-sialo-reliromont hoard
2 shall-ieinily-eeriify-lo-the-appraprisie-empioyers-of the-empioyno-the-fact-of-the
o1 . L N . ;
2 miliroment-Fysioma-and-the-solirement oysiom-lo-whigh-the-ompleyee-is
=3 required-io-bo-a-memberunder-thin eubscetion—Ihe-amplovers-uponroseipt
24 elihin-asvificaion-ohall pay-ovor-lo-het roliromont-oysiom-the-mamber
= 90008monts-and amployor-sonbibuions-ai-the-ries eureniiy-auising for that
- i . a-roairad 04 or ot
74 Seashers™fund-lorreliremant—the-beard-at-the-omployee s-olastion-shall
28 o : . :
3 Fairomont Sy siom untl-he-mpioyeo-eesoes the-empisymant whish: soquicas
K Y mombership-in-bolh-the-publis-ompioyess-rolirement aysiorn-and-the
3t : - -
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Section 10 changes

This change is in combination with the c{ve_z‘ngf_z in Section 8
and specifies that a permanent and participating member

can purchase up fo § years.
Section 11 changes

Page 1 .f 26

S

10
"
2
3
14
15

- N M YD BN OO

SECTION 16. A new subsecsion 1o sechion 54-52-17.4 of thaMNorth Dakota Contury

22 Codeis crealed-and enacied as follows:

18
@7
i8
19
0
2t

SECTION t1. AMENDIIENT. Section 54-52-17.4 of the North Dakota Century Code s

26 asnended and reenacted as follows:

7

58-52-17.4. {Contingent stiective date and sxpicstion dais - See note) Purchase of

28 additional credit.

23
24
=3

A member may siect to purchase credit for years of service and prior service for
which the member i3 not presently receiving credit. A member is eniied o
purchase addilional credit under this secion for the icllowing service or prior

1
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4.

The member may purchass credit under this section, ar the member’s emigyw
Ay ourchase kor the member, by paying 10 the board an amount equal to the
actuaria cost 10 the fund of providing the cradit. i the member purchases credit
pursuant 0 subdivision d of subsection 1, the member axsst pay % the board an
amount equal 1o the graster of the actuarial coat 1o the fund of providing the cradit,
oc the smount the member recsived upon taking a refund of the member's account
balance. plus inlarest af the actusrial rate of retumn from the time the member was
fsaued the refund. [f the member is not repurchasing alt of the credit originaky
refunded. the member must pay & o rafa amount of the refunded amount
determined by dividing the refunded amount by the number of months of credit
refunded, multipt;ing that amoont times the nexmber of months of credit the
member saaks 10 repurchase, and adding interest at the actuarial rate of retun.
The member or the member’s employer shall also pay i the retiree heaith benefits
fund essablished under section 54-52.1-03.2 an amounl equal {o the actuarial cost
© that fnd for the additional credil. This contribution must be recorded as a
member contribution pursuant 1o saction 54-52 1-03.2. The board shall adopt rules
governing the purchase of additional cradit under this seetion_
A participating membear, or 2 member not presently under covered employmant.
may request credit for quaiied military service pursuant 1o the Uniformed Services
Employment and Reemployment Rights Act of 1994 [Pub. L 103-353; 108 Stat.
3150;38 U.S.C. 43014307]. The merber shall submit-w qualifiad application with
prook of eligible military service 1o the board in onder lo recefve cradit for military
service. For cradit on and afiac July §, 1966, the member must pay four percent

Section 11 changes
This change would also allow a members employer to
purchase time for the member

These changes are necessary as a result of an opinion
PERS received from the Attorney General relating to the

Uniformed Services Employment and Reemployment
Rights Act of 1994. That opinion stated that certain

provisions in our code were in conflict with the law. Based

upon that opinion these changes are being proposed.

U‘rb\2003 Bills\Main System Biil.doc

Page 1‘f 26

4

W



D

AT

1 Section 11 changes
2 We are requesting the following amendment here to
L 3 comply with the opinion. Upcn further review we found we
gesd . should have made additional changes to this section.
§= -3 Page 17, line 9, overstrike "member’s present monthly”
;é“ié, s S S Y Drecad “ and insert the following immediately after “salary™
2% 6 moniis of cracit being purchasexd, in additon, the govemmental unk. of in “the member would have received but for the period
1253 7 case of a member not under coversd smploymant the last employing goversmental of service or, if that amount is not reasonably
if‘:‘; g 8 unit_shall pay o the reiires heaith benefits fund estabiished under section ceriain, the member’s average rate of compensation
S22% s 54-52.1-03.2 one percent tines the mermbec’s present monthiy salary imes the during the twelve-month period immediately
igg © mentber’s moaths of credit being purchasad. For credit before July 1, 1966. no preceding the n::ember’s s period of service or, if
58 ;g’ 11 contribuion is required. shorter, the period of ?mglogfment immediately
L gé = 12 {Contingent effective date and expication dats - See nots) Purchase of additional preceding that period,
3 '3';-_; 13 credit.
ok :%é :; N :ﬁ::m“fmmm“m“m“{ Prior service for The same changes as above are proposed here because
SN - member i nol presently racaiving credit. A momber is ertitied to this section will become effective when the IRS renders an
D 3. 3 16 purchase additfonal crecit under this section for the folowing service or prior opinion concerning pretax purchases as approved by the
3z,_7L =33 7 Sorvice, except this service ks not efigible for creditt the years claimed alsoquality | /ast legisiative session.
© i?;:é’_ 18 for retirament benefits kom ancther retirement systsm:
~ §§§ 9 3. Active employment in the armed forces of the United States, sxcept as
A :';:% 2 provided i subsection 5, for up 1o four yoars of credit.
o g.:;% 2t b.  Empioyment as a permanent employes by a govemmental unit that does nat
] ;§§ 2 partcipale in the public smpicees retirement system ander this chapter
Eg §_ 23 Biftyes J‘I. SR, T'.- 11.- 2T L-40 DI LAKDIS
k ;2;&_ 2 c.  Employment as a pesmanent empicyse by a pokitical subdivision pariicipating
c>___ %%E = i the public employees retiremant sysiem which did not pay e cost of past
, > 2 E. 26 servics banefits under section 54-52-02.1.
gg_; 27 d.  Sesvice the parficipating member did not elect to rapurchase upon
%9»§ i raemployment under section 54-52-2.5.
;g-:_: 2 6. Service of an efigible empioyee. who exercised the privilege i withdraw from
%:i.% ; 0 the predecessor plan [o the public employees retirement system undor
-8
R
O sEe
T~ ‘o‘n :
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8353 ; 3 SECTION 12 A new 3aciion 10 chapier 5452 of the North Dakota Gentury Gode i Section 12 changes
g 2% 4 created and enactad as oflows: This section updates and includes the federal compliance
- H - = -
;_ §§§ 5 provisions necessary o have a qualified plan.
2ate 6
335% ,
s .
3 F4 8 Section 13 changes
" 3Es 9  croated and enacted as follows: ) )
23S 10 This section sels the paramefers for the employer in
s8%  aavion crad purchasing service for employees.
£ - Baz 12 L
% ‘3
(o] =
- gz 14 2
-38
3= s
g' 5 16
=33 7
385 b
Eig 20 2 tarTEne e o
gao b4l & 2 compoted
< -~
- 3 s wrchase 2 maxs
°85 =
Yl
i‘-ﬁ_gg 24 & ay the purchas:
“;; E‘l‘;z 26 SECTION 14. Two new subsecions ko section 54-52-26 of the North Dakota Century Section 14 changes
1 ;; P 27 Code are craated and enacied as follows: PERS is requesting an additional amendment here which
58 g 28 Benefici iqnaie: articigati scigat is “Any persen or entity if the disclosure is necessary, as
ELS 29 . banefits afte determined in the board's sole discretion, for treatment,
=3= 2 s 10 be operational or payment purpeses, including the completion
35 s 31 of necessary documents.” This is to clarify administrative
[+ = - -
23 exchanges of information and for HIPPA. The other
. =8 g ! : or tho & changes are fo aflow PERS to share confidential
8 sEe 2 D Youek, 4 information with the member’s beneficiaries in seftling the
™~ ggg member estate and fo help PERS find lost members.
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K ~SECTION 15, AMENOMENT. Sechon 54.52-27 of the North Dakota Century Code &
S amended sad resnacied as follows: -

3 54-52-21. Canversion Purchiase of sick lesve cradil. At lermination of sligible

7 emplioyment 2 member it entitied (o credit in the cetirement sysiom for ssch monif: of unusad
8 ﬁm.amwmenmswm,immmnw

S  pays an amount equal 1o the member's fical average salary, times the number of months of sick
1 leave convertad, imes the percent of employer and empioyse contribetions 1 the retirgrmnent
11 program of the member, piis one percent for the retivse heaith benelits program. Hours of sick
12 lsave equal o a fraction of & monih are deemed 10 be 2 full month: for parposas of conversion to
I3  service cradit. A member may convert ak cf the member's certiied sici leave or 2 part of the
14 member’s ceriified sick leave. All corversion payments must be made within sixty days of

15 mdwmmmmrmammmm

16 member kas submilled an approved payment plan to the board.
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Section 15 changes

The change in this section would allow the employer to
purchase sick leave. Presently only the employee can
purchase sick leave.

| %7 SECTION 16, AMENDMENT. Subsection 1 of section 54-52 1-03.3 of the North

18 Dakota Century Code s amended and reanaciad as follows-

5. The foflowing persons are entitied to receve credit for hospital and medical
benedfits coverage under subsaction 2:
a2 Amember gr surviving spouse of the highway palroimen's retirament system
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Section 16 changes

This change relates fo the refiree health credit program
and the starting date for benefits. Under present slatute
the credit starts upon the dafe a member begins to receive
benefits. The dafe of receipt is different then the date of
eligibility. In particular this can be months apart for
disability retirements. Retirement benefits are paid to the
date of eligibility. The purpose of this change is to maich
the two dates for benefit purposes.
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§§= 2 2 _ Section 16 changes
..;:g 3 3 Ammdummmwﬁh
g: g.;: 4 sacvice North Dakota under section 52-11-01 receiving retirement benefits-or
3352 5
-4.-::15_0
—_s = (3
Z:g% 7
2238%
_o-:gg 8 - g offecsive uniess the D mLik bdled  the emplayer.
58S 8 d.  Arelired jge or SUViYing S0OURS recehving retirement benekits under the
.g ,.:E : 10 ratirament program establighed under chaptar 27-17rerlha-guniving spause
. S, = . . _
203 1t of-aselired judge-whe-wap-sligibio-ie-tossive-or-was-rostving relivoment
[ | 4
=€3 12 Bonefils under-acalien-T7—$7-0+ is sligibie f ik oo
:§§ 13 retirament banefits ace eflactive uniags thhe pramitxm i billed 1o the smgioyer.
%s' g 7 e, Afrmer perdcineting mambar of the defined contrbution retirement plan This change provides that the surviving spouse of a
-2 15 recaiving retireniant banefits, oc the surviving 300uss of 8 former particnatiog member of the defined contribution plan who is receiving
§§§ 16 mbar of that refirement pian who benefits from the PERS DC plan will be eligible to receive
-§§' 7 beeiics, under section 54-52.6-13, is eligike 5 dehermined by the board the refiree health credit in the same manner as a surviving
ES = 18 10 fts s spouse of the PERS hybrid plan. I
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§'§§ 4 139 SECTION 17. Section 54-52.2-03.3 of the North Dekota Caniury Code is crealed and Section 17 changes
3:’2% 20  enacied ax folows:
g538
523
:?':; o 24 L This change authorizes and establishes the procedures for
-< . .
Ti?-;’, =3 2« PERS to accept Domestic Relations Orders for the
f22% = deferred comp program. These procedures are patterned
3z8 % on the method that is authorized for the Defined
8% = Contribution plan in 54-52.6-12.
"Se 28
532 28
=25 2
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O TFe 2 the order by the court: and
~_ 8% 2t d. Each pian jo which the order appfies. ‘
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Retirement Plan this change wilf ailow additional employer

contributions to the defined contributon plan by the

Similar to the above section relating fo the PERS H
employer.

Section 18 changes

SECTION 18. A new soclion & chupler 54-52 6 of the North Dakote Century Code is
\2003 BillsiMain System Bill.doc

U

23 created and enaciad as follows:

2
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§=:?; by SECTION 19. A new gection to chapter 54-52.6 of the North Dalats Ceatury Code is Section 19 changes
;:’:i:&: 2 created and enacted as follows: i . i
S2=% 3 This change is also mede pursuant fo the Attorney
2225 < Generals opinion concerning the federal USERRA law.
%E: =3 s This change relates to the defined contribution refirement
f229 . plan whereas the previous change related to the PERS
3=z3 , hybrid retirement plan.
3gz 3

E £33 3
2=
BEZ
=g2 As with the change in the main plan we are
s 5 requesting the same change here for the DC
=3 3 plan Page 24, line 22, remove “member’s
3% present monthly” and insert the following
38 immediately after “salary™: “the member
33 would have received but for the period of
g—z; service or, if that amount is not reasonably
Py

cerfain, the member’'s average rate of

= 3
ff;: 8 19 & compensation during the twelve-month
2 ; i 2 period immediately preceding the member's
' a3 218 geriod of service or, if shorter. the period of
1;__ %5 3 22 emgloyment immediately preceding that
y > 35 2 period,”
LS 2
ga% s SECTION . 2 MENDMENT. Section 54-52.2-06 of the North Dakota Century Code is Section 20 changes
:%f’. ; 26 amended and reenacted as follows: This change relates to the deferred comp program and
1 &é:; ’ 27 54-52.2-06. Defarred compensation program - Benefits - Taxation - Exemption world allow PERS to accept qz_:aliﬁed domeslic relgtions
s k¥ ] 28 fvom judicial process - Assignment. The defesred compensation program estabiished by this orders. P{Jrsuant fo a change in ?h.e federal law this
_ =53 29 chapter shall exist and serve in addifion 1o refirement, pension., or beneSt systems established provision is now possible to administer. This change
qb ;;:%. 30 by the state, county, Gity, tow, or other pofical subdivision, and 1o deferral f income tder would also be consistent with our other retirement plans.
~— %gg 31 the defemad compansation prograch shall effect a reduction of any relirement, pension, or other
M Zaz
N E
5:=:§ UASparb\2003 BillsiMain System Bill.doc ) Page 25 of 26
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benefik provided by law. However, any sum deferred tnder the deferred compensation program
is not subject Yo taxation untl distribulion is actually made 10 the empioyes. Any unpeid *
mmmmwwmwumnum
o exaculion, garnistwnent, attachment, the operation of banirupicy or insolvency iaws, or other
process of law whatsoaver, except a5 orovided by section $4-522-032 Neither the employee,
the emplayee’s beneficiary, nor any designee of the employee or the empioyee’s beneficiary
hae the right 1o commute, sell, assign, iransfar, or otherwiss convey the tight 10 tecelve
payments under this chapter.

We are requesting an amendment here o correct an
incorrect reference instead of 54-52.2-03.2 it should be 54-
52.2-03.3

OO N O &N~

A RrB RS

SECTION 21. AMENDMENT. Subsecton 4 of section 54-52.8-13 of the Noarth Dakota
Cenxy Code iz amended and resnacied 28 ollows:

4. It the lanner participating mermber’s vested account balance is less than five
thousand doliars, the board shak automalically refund the member's vesied
accoynt batance upon lermination of employment. The member may waive the
rafund if the member submils a writlen stalement i the board, within thisty one
hurxired twenty days afier tarmination., requesting that the member’s vested
account balance remain in the plan.

Section 21 changes

This change refates to the DC pian. This section expands
the 30 day period to 120 days for distributing small
amounts. This wilf give the member more time {0 make
this election and aflow PERS more time fo communicate
with the member so they can make a knowledgeable
decision.

-
© ~

SECTION 22 REPEAL. Section 54-52-17.8 of the North Dakota Century Code is
repealad.

This section is repealed since the change in section 12

replaces it

L'tb\2003 Bilts\Main System Bill.dec ‘
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7~ TESTIMONY
OF
SPARB COLLINS
ON ENGROSSED SENATE BILL 2058

Mr. Chairman, members of tha committee, good morning. My name is
Sparb Collins and | am with the Public Employees Retirement System
(PERS). | appear before you in support of SB 2058 which relates to the
PERS Main Retirement System, the Deferred Comp Program, the Retiree
Health Plan and the Defined Contribution Plan. This blll was reviewed
during the interim by the Legislative Employee Benefits Committee and
given a favorable recommendation. The bill was also determined to have
no actuarial impact. Since the bill provides for numerous changes in our
statutes, | have attached a section by section analysis of the bill and
changes. To facilitate your review, I will suirimarize the changes by
program in my testimony. If you would like to discuss any particular section
in more detail we can use the attached analysis.

DEFERRED COMP PROGRAM
Sections 1, 17 and 20 relate to the Deferred Comp Program. The primary

changes proposed in this bill retating to the Deferred Comp Program are to
authorize PERS to accept domestic relations orders (DRQ's). Recent
changes at the federal level now facilitate this procedure for this program.
We presently do DRQO’s in the main, HP, Judges, National Guard Plans and

defined contribution plans.
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MAIN SYSTEM

Sections 2 through 15 and 22 relate to the Main Retirement System.
Section 2 is changes in some of the definitions. These changes relate to
standardizing the definition of an eligible employee so it is the same for
retirement and group insurance by clarifying the minimum time of
employment for eligibility during a specific year from § months to 20 weeks,
and defining that HP retirement plan members are not part of this system.
The change In Section 3 relates to multiple plan membership requirements
that are addressed in more detall in Section 9.

Sections 4, 5, and 6 relate to defining in statute the procedures for elected
and appolnted official’s participation at the state and political subdivision
levels. These clarifications will establish in statute the administrative

procedures the agency presently follows.

Section 7 clarifies the process for pretaxing employer contributions. This
change is also done in concert with changes in Sections 11 and 13 of the
bill that authorize the employer to purchase service on behalf of its

employees.

Section 8 of the bill implements several changes that were recently
authorized at the federal level. Specifically, it authorizes employees to
rollover funds from 457 and 403(b) plans, do trustee to trustee transfers of
funds from the 457 plan, and authorizes PERS to establish IRA’s.
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Section 9 changes the multiple plan membership procedures and Is one of
the primary Initiatives in this bill. Multiple plan membership is how we
coordinate our benefits with other state systems such as TFFR, HP and
TIAA/CREF. This provision was originally enacted to provide portability to
members of the state’s retirement plans as employees went from one type
of public employment to another. To accomplish this, present law provides
that a multiple plan member must be assigned entirely to one system or
another. We must use the final average salary from the last system of
participation to calculate the benefit. Two problems have arisen relating to
this existing provision. The first problem is administrative and concerns the
difficulty in identifying the individuals who come under this provision, the
difficulty participating employers have in understanding this provision, and
the difficulty members have understanding the assignment process to one
system or another in cases of service credit under both plans. The result is
that when these situations are discovered, administrative transactions have
had to be altered and in some cases the resulting change has adversely
affected the member's expectation. The second probler area has been
with using the final average salary from the last system to calculate benefits
in all systems. While this provides portability between systems and is
extremely benefictal to most members, for a few individuals this can result
in a dramatic and inequitable drop in benefits. Therefore, the purpose of
these changes is to address these two problems, and thereby, make it
easier to administer for our patticipating employers and make it clearer and
more equitable for all our members. First, the proposed new method would
not require that a member be assighed entirely to one system or another,
Instead the member would be allowed to participate in both systems and

.. the employer would report contributions to both systems based upon the

g
i
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member's employment. . Second, the employee will have the option at
retirement to choose between two calculation methods and could select the
one that best meets their needs while still maintaining the multiple
membership provisions. The first method would be to have their retirement
bensefit calculated using all years of service and the final average salary in
the PERS system. The second method would be to use the final average
salary from the last 120 months of employment to calculate the benefit for
all retirement plans. However, under this last method, overlapping months
of service would be combined in determining the final average salary.
Eligibility would be based upon combined years of service for both
methods. This change will maintain the multiple membership aspects for
state retirement plans, be clearer for the member, and also for the
employer. Lastly, this section will allow existing multiple plan members to
choose if they want to have their benefit calculated under the existing law

or the new law.
((,\ o o

fo 08 ol 1
Sections 10 and 11 relate to purchases and USERRA. In Section 10 the
amount of time an employee can purchase is limited to 5 years. In Section
11 we clarify the time that is eligible to be purchases and also provide that
employers are authorized to purchase time for employees. Section 11
also incorporates in statute provisions relating to returning veterans based
upon USERRA. The changes proposed are based upon the advice we
received in a recent Attorney General's Opinion.

Section 12 summarizes provisions we need to include it, vui plan to
maintain our qualified status in compliance with the IRS. Please hote the
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repeal In Section 22 of the bill is the old IRS compliance provision that is
being updated with this section.

Section 13 sets forth the conditions that must be met by an employer
before they can purchase time for an employee.

Section 14 proposes some changes in our confidentiality provisions. First,
we are requesting the authority to share information with a member's
beneficlaries in settling an estate. Second, we are asking for the ability to
seek information from the general publ'q on loogii g lost mambers. Lastly
we are offering language that is HIPM lE:lckr'\fpul}l;;nt387bur disability program

in case it is covered and clarifies administrative exchanges of information

for administrative purposes.

Section 15 grants the employer the authority to purchase sick leave credit
for their employees upon termination

RETIREE HEALTH PROGRAM
Section 16 relates to the retiree health program. This change coordinates
the effective date for members to receive the retiree heaith credit with the

effactive date of retirement payment.

DEFINED CONTRIBUTION PLAN

Sections 18, 19, and 21 relate to the defined contribution plan. Section 18
authorizes an employer to make additional contributions to the plan for an
employee. This provision is added since it is intended to be the same type

Page 5 of 6
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~ of benefit that is being requested in the Main System. Section 19 is to add

the USERRA requirements to the plan. Section 21 extends the timeframe
for refunds of account balances under $5,000 from 30 days to 120 days.

Mr. Chairman, members of the committee, PERS would appreciate your
support of the SB 2058. This completes my testimony
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sefvice, except this service is not aligible for credit  the years daimed also qualify

for retirement benefits from another refire:nent systen::

a. Actve smployment it the armed forces of the United States. except as
provided in stseaction 5, for up to four years of credit.

b. Employment as a nermanent employse by a gerormmental-unit-ihat-dese-mot

€ NG KA A 2 RNeia.

c. Bmployment as a permanert employee by a poiitical subdivision participating

in the public employees retirement system which did not pay the cost of past
service benefits under section 54-52-02.1.

d. Sernvice the participating member did not elect to repurchase vpon
reemployment under section 54-52-02 6.

e. Service of an efigibie empioyee, wha exercised the privilege to withdraw from
the predecessor plan to the public employees retirement systam under
subsection 10 of secion 54-52-17 as created by section 13 of chapter 489 of
the 1977 Session Laws.

f. Employment-an-o-parmancni-ompioyes Ska-govemmenickunitnotosatsdn
Horh-Daketar

¢- Employment as a permanent employea by the federal government.

2. A participating mesnber may elect to purchase credit for the following absences for
which the participaiing member is not recstving service credit
a.  Employer-approved leave of absence; or
b. Months away from worl; while participating as a seasonat empioyee.
3. Supreme and district court judges under the public employees retirament system
may elect to purchase credit for the fallowing years of service:
a. BExceptas provided in subsaction 5. for up to four yesrs of credit for active
employment in the ammed forces of the United States.
b. As accunty judge in a county or counties that did not participate i the public
employees retirement systemn under this chanter.
¢. Patcpation m the public employees refirement system as a county judge
may be converted to credit in the judges retirement systemn.

UASparb\2003 Bills\Main System Bil - Engrossedi.doc

Section 11 changes

Clarifies that alf public employment is eligible
for purchase.

This provision is no longer necessary based
upon the change in item “b” above.

Page 15 of 27 |
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credit
1.

wmm the governmental unit. or in the

case of a member not under covered employment the last employing
govemmental unit. shalf pay to the refiree health benefits fund established under

sed1m54-52_1-0320nepemamesmemmy&

shorter, the period of employment immediately preceding that pesicd, times the
member’s months of credit being purchased. For credit before Jjuly 1, 1966. no
contribution is required.

{Contingent effective date and expiration date - See note} Purchase of additiona!

A member may elect to purchase credit for years of service and prior senvice for
witch the member 1s not presently receiving credit. A member is entitted to
purchase additionat credt under this section for the following service or prior
service. except this service is not efigible for credit i the years daimed also qualify
for retirement penefits from another retirement system:

a.  Active employment in the armed forces of the United States. except as

provided i subsection 5, for up to four years of credit
b. Employment as a permanent enp(oyae by agmmm

¢. Employmaent as @ permanant empioyee by a palitical subdivision participating
n: the public employees metrement system which did not pay the cost of past
service benefits under section 54-52-02.1.

Section 11 charges

The same changes as above are proposed
here because this section will become effective
when the IRS renders an opinion conceming
pretax purchiases as approved by the iast
legislative session.
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12
13
14

ScCTION 14. Three new subsections to section 54-52-26 of the North Dakota Century
Code are created and snactad as follows:

eneficianies designated by a participating member or a former participating
member to ive benefits after the s death. but me s

th board has .
if the board detenmines discl e is necessary for trea

Section 14 changes
These changes are to the PERS confidentiality
statute and allow:

1) PERS discuss the settlement of a
members account with all the
beneficiaries

2) Allow PERS to find lost members by
seeking information from the general
public

3) Provide wording that is consitent for
HIPAA if it applies to our disability
retirement procedures and helps fc
clarify administrative interactions for
enrollment and payment.
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2 the order by the cout: and
3 4. Each piap to which the onfer applies,

i~ 4 SECTION 18 Anew section 1o chapter 54-52.6 of the Nexth Dakota Centliry Code s
i 9 created and enacted as follows:

Section 18 changes

Similar to the above section refating to the
PERS Hybrid Retirement Plan this change will
allow additional employer contributions to the
defined contribution plan by the employer.

i3 jendce as prorrided i subsectio A

14 SECTION 19. A new section to chapter 54-52.6 of the North Dakota Century Code is
15 creaied and enacted as follows:

16

17 ]

18 service pursuant tothe Uniformed Services tand R fe) t Ri Actof
19 1994 fPub | 103-353; 108 Stat. 3150: 38 U.S C. 4301-4307]. The member shall submita
20 quaiified application with proof of Gligible military sarvice g the board in grder 1o racoive crgdit
21 formilitary service. For cradit on and after July 1,_966_the member must pay four percent

Section 19 changes

This change is also made pursuant to the
Attorney Generals opinion concerning the
federal USERRA law. This change relates to
the defined contribution retirement plan
whereas the previcus change related to the
PERS hybrid retirement plan.

UASparb\2003 Bills\Main System Bil - Engrossedi.doc

Page 25 of 27

2

\ 1‘0;\\'&&

i
SPlon



Yo

3 uj pa |4

SHUY Uo Se0BW) 9)uduaBodd | ay)

‘PAN | BUL JuNDop

"W) 404N 19ALHOIR Jo4 (ISNY)

niad

{201 40N
*RORU| BN JO 984100 J¥)

b P WY 3]
yeaBooud ayL
J J0INIT Q48 WY 44

ol

udl

AS UQINWIOHUT UJBPON Q3 PAJRAL1OR FRJ0DAJ 40 SUQLIONROY

I

03 WP §) 3} 199)30N TiY3 URY3 919180 189) €} eAoqe edww

YOVOLINN UROLIBNY BUD 4O ARJUPVEIS VINIW 98900

>
p -
P
T o
< =5
s 'i_s_
=
3 85
F\‘, gif’.
- ——
<3E
(- 3 4
-
3%
z3d

-

e e v menyper

— s e T —— Y L4

e I R L e A e i 5 R g A AN

@ NN R W N -

BB B

24

SECTION 20. AMENDMENT. Secticn 54-522-06 of the North Dakota Century Code is
arrended and reenacted as folows:

54.-52.2-06. Deferrsd commpensation program - Benefits - Taxation - Exemption
from judicial process - Assignment. The deferred compensation program estabiished by this
chapter shall exist and secve in addtion to retirement, pension. or benefit systems estabished
by the state. county, Gity. town. or other pokitical sub&vision, and no deferral of income under
the deferred compensation program shall sffecta reduction of any retirement, pension, or other
benefit provided by law. However, any sum deferred under the deferred compensation
program is niot subject to taxation unii distribution ts actually made to the employsa. Any
unpaid bensfits under the deferred compensation program established by this chapter are cot
subfact to exacition. gamishment. attachment, the aperation of bankruptcy or insolvency laws.
or other process of law whalsoever, gxcool a5 provided by soction 24 52.2.03.3. Neither the
amployee. the employee's beneficiry. nor any designa of the empioy<e or the amployes's
benehdary has the right to commute, sell. assign. transfer. or otherwise convey the right to

Section 20 changes

This change relates to the deferred comp
program and would allow PERS to accept
qualified domestic relations orders. Pursuant (0
a change in the feaeral law this provision is now
possible to administer. Tnis change would also
be consistent with our other retirement plans.

L B8 NE R

SECTION 21. AMENDMENT. Subsection 4 of section 54-52.6-13 of the North Dakota
Century Code is amended and reenacted as folows:

4. tthe former participating membear’s vested account belance is lass than: five
thousand dofars. the board shafl automatically refund the member's vastad
account balance upon tarmination of emeployment. The member may waive the
refund if the membar submits a writlen staterneat to the board, within iy Jne.

Section 21 changes

This change relates to the DC plan. This
section expands the 30 day period to 120 days
for distributing small amounts. This will give the
member more time to make this election and
allow PERS more time to communicate with the
member so they can make a knowledgeable

vl
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