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2003 SENATE STANDING COMMITTEE MtNUTES 

BILL/RESOLUTU)N NO. SB 20~8 

Sennte Oovertlmt'nt ·and Veterans AffAfrs Committee 

□ 1 Cortf~ence Committte 

ft6arlng D~te ot/t 6/03 

Ta ' Nuthb'er Sid~A Sid~ B. 
Tape 1' X 

Meter# 
1250~2885 & 
3085 .. 3300 · -------+---~----4----------+-----

Committee Cl6rk1 Si@ature 

Minutes: 

·'~ 
-------

Se11•tb~1Klreh' ,~eb1sb1~~h',1 Ch1a\ittnaft' 'opens s13 2058. All senato~ presettt.1 

sr,,tb'!lcomt,, ~b)f~· Errt'pl6yee~ Ii~tttbh't'ebt 'Systehl' to testify in favor of SB 2058.' 

(T6sHffl6tty ahd addi'tiortal inf6rmati6n attachedj J 

s~~•tbtKr~t,l-h'ath' ': I noticed thi1t you are utilizing thb term public empk,yer instead bf1 

goverhlhehtal \inW 

s. Collln's: 'J'hle h~s t6 do wlth1 })rovision on th111t purch~se where now you are restrict~,: you can·· 

only do it 1fornort' 1>11RS public empl6yees, now it can· be any public empt()yees. 

Settatb~'Krbtisb1,~h1
': 0th~ th'an th'e cortfidentiaHty is the l-l1PJ>A reguldti6n!l nfftttin~your· 

inclu'stty in' otlter ways? 

S.' Colli's: Yes, not in th1e retfremeht area, it could in the dfsability benefits. lrt' the health', 

insurance area is much more th'an that.1 
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Page2 
Senate Government and Veterans Affairs Committee 
Bill/Resolution Number SB 2058 
Hearing Date 01/16/03 

Senator Krebsbach : Is there any further testimony in favor of SB 2058t ... Neutral or in 

Opposition ... 

SB 2058 Closed 

Ta~ 1 Side A Meter# 3100 

Senator Wardner : I make motion for an adoption of amendment 

Senator Nelson : 2nd 

6 Yes, 0 No, 0 Absent and not voting 

Senator Brown: I make a motion for a DO Pass as amended 

Senator Wardner : 2nd 

6 Yes, 0 No, 0 Absent and not voting 

Carrier: Senator Nelson 

L ____________ , ____________ , ___________ _ 
· Tht ~tcro0r1phtc tmeo•• on t~ta film are accurate reproduotfona of records delfvered to Modern Jnfor1111tfon syattm1 for mtcrofllmlno end 

were fflined fn the rfQ\1l1r courae of bu1(ne11. The photooraph1c proceaa meete 1hndlrd• of the Alnerlc1n N1tfon1l Stlndardt Jnttltutt 
(ANSI) for 1rchfv1l microfilm, NOTIC I If the ftlllltd fMIGt above ta le11 legible than thfa Notice, ft te due to the quality of tht 
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Amendment to! SB 2058 

FISCAL NOTE 
Requa,ted by Leglatatlve Council 

01/20/2003 

1 A. State fl seal effect: Identify the state fiscal Affect and the fiscal effect on agency appropriations compared to 
~ di t I d rl tt ti i t d d I un ng evesan ap1JroP1 a ons an CI/Ja e un er current aw, 

2001-2003 Biennium 2003-2005 Biennium 2005-2007 Biennium 
General Other Funds General other Funds General other Funds 

Fund Fund fund 
'' --Revenue11 

Expenditures 
Appropriations 

1B, Countv, cltv, and school dl1trl0t flscal affect: ldentlfv the fiscal effect on the BIJ/Jf01Jrlate po/It/cal subdivision. 
2001 .. 2003 Biennium 2003-2005 Bf annlum 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 relevant to 
your analysis. 

/"'-) This bill as amended is not anticipated to have any actuarial or fiscal impact upon PERS 

3, State fiscal effect detall: For Information shown under state fiscal effect In 1A1 please: 
A. Revenues~ Explain the revenue amounts. Provide detail, 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 
Item, and fund affected and the number of FTE positions affected. 

c. Appropriations: Explain the appropriation amounts, Provide detail, when appropriate, of the effect on 
the biennial 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 Colllns !Agency: Public Employees Retirement System 
Phone Number: 328-3901 !Date Prepared: 01/20/2003 
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BIii/Resoiution No.: SB 2058 

FISCAL NOTE 
Requested by Legislative Council 

01/02/2003 

1A. State fiscal effeot: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to 
~ di I I d rl ti I J d d I un ng_ eves c:m 81J1Jmp, a ons ant cl1Jate un er current aw. 

2001-2003 Biennium 2003-2005 Biennium 2005 .. 2001 Biennium 
General other Funds General other Funds General OlherFunds 

Fund Fund Fund 
Revenues 
Expenditures 
Appropriations 
~ 

1B 

~ 
. County, city, and school district fiscal effect: /dent/fl/ the fiscal effect on the avoroprlate pa/It/cal subdivision. 

2001-2003 Biennium 2003-2005 Biennium 2oos .. 2001 Biennium 
School School School 

ountles Cities Districts Counties Cities Districts Counties Cities Districts 

2. ~larratlve: Identify the aspects of the measure which cause fiscal Impact and Include any comments relevant to 
your analysis. 

0 This bi11 is not anticipated to have any actuarial or fiscal impact upon PERS 

t 

3, State fiscal effect detall: For Information shown under state fiscal effect In 1A, please: 
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and 

fund affected and any amounts Included In the executive budget. 

a. Expendltureu: Explain the expenditure amounts. Provide data/I, when appropriate, for each agency1 line 
Item, and fund affected and the number of FTE positions affected. 

C. Appropriations: /Explain the appropriation amounts. Provide detail, when appropriate, of the effect on 
the biennial 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 !Dato Prepared: 01/06/2003 
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30053,0301 
Tltle.0400 

Adopted by the Government and Veterans 
Affairs Committee 

January 16. 2003 

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, llne 6, overstrike "participate In the" and overstrike "employees retirement system 
under this chapter" and Insert Immediately thereafter "employQ.r" 

Page 17, llne 9, overstrike "member's present monthly" and after "salary" Insert "th~ member 
would have received but for the period of service or. If that amouni Is not reasonably 
certain. the member's average rate of compensation during the twelve-month..QfilJ.Qd 
Immediately preceding the member's period of service or, If shorter, theJ2ID:~­
empf oyment lmmeglatety pregedlng that period." 

Page 17, llne 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 "QQ" with "QC .. 

Page 19, line 261 overstrike "member's present monthly" and after "salary" Insert "the member 
would have received but for the period of service Qf, If that amount Is not reasonably 
certain, tbe member's averagt:, rate of compensation during the twelve-month period 
Immediately preceding the m~mber's period of service or, If shorter, the period of 
employment lmmedls1tely preceding that period," 

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

Page 21, after line 3, Insert: 

"Any parson If the board determines disclosure Is necessary for treatment. 
operational, or payment purposes, Including the completion of necessary 
documents." 

Page 24, llne 22, remove "member's present month~" and after"~" lnsort "the member 
would have received but for the period of service or, If tha~ amount Is not reasonably 
certain. the member's average rate of compensation durin~th period 

Page No. 1 30053.0301 

L --·------ d dell ed to Modern ln/ol'ffllt!Ol.-sy~t.;;.. for ffllcrofllMlnt Md 
Th• microaraphtc fmegea on tnta fl lm are accurate hepiod-Jotl~I of rec::/ meett"!~andarda of the American Matlonal Standarda lnttltute 
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Immediately preceding the member's period of service or. If shorter. the period of 
employment Immediately preceding that period." 

Page 25, line 5, replace "54-52.2-03,2" with "64-52.2-03,3" 

Renumber accordingly 

Page No. 2 30053.0301 

I 

... 

J 



l 
! 
I 
}, 
j 

Date: 01/16/03 
Roll Call Vote #: 1 

2003 SENATE ST ANDING COMMITTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. SB 2058 

Senate Government and Veteran Affairs 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken DO PASS 

Motion Made By Senator Wardner 

Senators Yes 
Senator Karen Krebsbach, Chr. X 

Senator Dick Dever, Vice Chr. X 

Senator Richard Brown X -· Senator Rich Wardner X 

.... 

30053.0301 Title :.0400 

Seconded By Senator Nelson 

No Senators 
Senator Avril Fairfield 
Senator Carolyn Nelson 

Committee 

Yes No 
X 

X 

Total 

Absent 

(Yes) -----~---~6~ No -------------~O 

0 

Floor Assignment 

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

L.. .. .. -. -. ·--- ----.. -·- --· ........... . 
The Mlcroaraphlo Images on tnfs film are accurate reproductfons of record9 delfvered to Modern lnforMatlon Syatetna for mlcrofilmtno and 
were filmed In the reaular course of buatneaa, The photographic proc:taa meets •t•ndard& of the Amertoen Nat10Ml Standardt lnttftutt 
(ANSI) for archival M,orofilm. NOTlC I If th& filmed fmage above 1e lea, legible then this Notfce, tt 11 due to the qu,altty of tht 

t ~~~~~A.--...i....llC~ - IQ,/~c)3u 
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Date: 01 / 16/03 
Roll Call Vote #: 2 

2003 SENATE STANDING COMMITTEE ROLL CALL VOTES 
Bll,L/RESOLUTION NO. SB 205, 

Senate Government and Veteran Affairs 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken DO PASS as Amended 

Motion Made By Senator Brown 

Senators Yes 
Senator Karen Krebsbach, Chr. X 

Senator Dick Dever, Vice Chr. X 

Senator Richard Brown X 

Senator Rich Wardner X 

-

Seconded By Senator Wardner 

No Sen"tors 
Senator Anril Fairfield 
Senator Carolvn Nelson 

Committee 

Yes No 
X 

X 

-

Total 

Absent 

(Yes) --------~6 No -----~-------0;.... 
0 

Floor Assignment Senator Nelson --------------------~-----

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

L ------·---------------------·--H---·•• .. ••••--·•hOO~•;.•• ... -~'"••••'"•• 0 •• ····-
the mt crcorephtc fmagea on t~I• f tlrn are accurate reproductf ons of records delivered to Modern Information syattffll for m1crof ll111lno tnd 
Wtre filmed fn the reaular oourae of bu1ines1, the phot<19rephfo proeeaa meets 1tandards of the Amtrfcan N1t10Nl St1nd6rd1 lnttftutt 
(ANSI) for archival microfilm, NOTIC, tf the fflmed Image above fa leaa legible than thfa Nottce, ft fa due to the quality of tht 
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docl.Ml'lt bttno ff lmed, ( 
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REPORT OF STANDING COMMITTEE (410) 
January 17, 2003 9:58 a.m. 

Module No: SR-09·0'112 
carrier: Nelson 

Insert LC: 30063.0301 Tltle: .0400 

,,-.., REPOR'T OF STANDING COMMITTEE 

.......... "'' 

L 

SB 2058: Government and Vet9rans Affairs committee (sen. Krebsbach, Chairman) 
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, tine 2, replace the second "two" with "three" 

Page 15, line 5, overstrike 11governmental unit that does not" 

Page 15, line 6, overstrike "participate In the" and overstrike 11emplo¥.ees retirement system 
under this chapter" and Insert Immediately thereafter II employer• 

Page 17, line 9, overstrike "member's present monthly" and after "salary" Insert "the membi.t 
would have received but for the period of service or. If that amount Is not reasonably 
certain. the member's average rate of compensation dur!ng the tw,fl.lve-month period 
Immediately preceding the member's period of service or. If short"r, the period of 
employment Immediately preceding that perlo~" 

Page 17, fine 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 1 a, line 18, replace 11gn" with HQ!" 

Page 19, line 26, overstrike "member's present monthly" and after "salary" Insert "the member 
would have received but for the period of ~ervlce or. If that amount Is not reasonably 
certain, the member's average rate of compensation during the twelve-month period 
Immediately pJec&dlng 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 tine 3, Insert: 

"Any person If the board determines disclosure Is necessary for treatment. 
operatlonal, or payment purposes. lncludlng the completion of neqessary 
documents," 

Page 24, line 22, remove "member's present monthly" and after 11.ule.~11 Insert "the member 
would have received but fQr the period of service or. If that amount Is not reasonably 
certain. the member's average r,lte of compensation during the twetve¥month period 
Jmmedlately preceding the member's period of service or. If. shorter. the period of 
employment Immediately preceding that per.lru1" 

Page 25, line 5, replace "54w52.2-03.2 11 with "54·52.2-03.3" 

Renumber accordingly 

Page No. 1 SR,09•O712 
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2003 HOUSE GOVERNMENT ANO V~TERANS AFFAIRS 

SB 2058 
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2003 HOUSE STANDING COMMITTEE MINUTES 

BILURESOLUTION NO, SB 20S8 

House Goven-unent and Veterans Affairs Committee 

□ Conference Committee 

Hearing Date J .. t J-03 

Ta eNumber 
1 

Side A Side B Meter # ----+-----------i-----------1 
x 36.1-end 

l X 0-4.4 

Minutes: .c.bairman Klein: call the hearing to order on SB 2058. All committee members were 

~parb Collins. Public Employees Retirement System; appeared in support of SB 2058 ~ 

ATTACHED TESTIMONY). 

Re.presentatiye Sftte; can you explain what domestic relations orders are? 

Sparb Collinsj When married couples get separated it is the do(~ument that has to do with the 

divisiof! 1Jf 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. 

Re.presentatiye Kas,peri authorizes pers to establish IRAs, what does it mean how would you 

implement, who would be providing IRAs. 

Sparb Coll.infil that actually is a carry over of the authorization that is at the federal level in the 

pers at this point I don't know that we would ever establish IRAs. 

J 



Page2 
House Government and Veterans Affairs Committee 
Bill/Resolution Number ga 2058 
Hearing Date 3-13-03 

Re_presentative 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, 

Rw,esentatiye Kleit1t don't the employees get credit for their sick leave now? 

Spm:b 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 Sittei what percent of state employees salary do they retire at? 

Spath CoUinsj 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% 

of their salary. 

&presentative.fil1~ made a DO PASS motion. 

Rmt~entative Meier; SECOND the do pass motion. 

VOTE; 14 .. YES 0:-NQ Q,.ABSENT. 

Motion carried. 

&m,r.esentatiye Tieman; will carry the bill to the floor. 

, I., 

L ________ _ 
t 
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(D bie<:1c 1h~ fot' Confettmce Conitttitt~,, 
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t=haititiilrf~.tM\ lK!Jeiti I I \ Bl 'Airtfflttm, 1 A\ I,,( I 

Vice 'ChMttttart 1BtBt 1Gritndtl 1 · "' ~1 PottW1 ~.' 
W}kV ~lih II ~l o. wU1Uaiu1 

• k 
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REPORT OF STANDING COMMITTEE (410) 
March 21, 2003 7:49 a.m. Module No: HR-&1-6388 

Carrier: Tieman 
Insert LC: • Tftle: • 

REPORT OF STA~~DING COMMITTEE 
SB 2068, as enaroased: Government an,J Veteran• Affairs Committee (Rep. M. Kleln, 

Ch•lrman) recommends DO PASS (14 YEAS, 0 NAYS, 0 ABSENT AND NOT 
VOTING). Engrossed SB 2058 was pfaoed on the Fourteenth order on the calendar. 

(2) DESI<, (3) COMM Page No. 1 HR-&1-6388 
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2003 TESTIMONY 

SB 2058 

-----The mfcrographtc frnages on tnfa ff lm are accurate rerroduotfona of records delfvered to Modern Information Systems for m1crofllm1nQ and 
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on1or: Retirement Board 

REPORT OF THE LEGISLATIVE COUNCIL•s 
EMPLOYEE BENEFITS PROGRAMS COMMITIEE 

SENATE BILL NO. 2058 

oposal: Changes the definition of governmental unit to exclude the Highway Patrol for members of the Highway 
trolmen's retirement plan; changes the definition of retirement to Include termination of participation In the 
lrement plan and meeting the normal retirement date as well as termination of employment: allows elected 
lolals of participating counties, at their lndlvldual option. to enroll In the defined benefit plan within the first six 
>nths of their term; allows non-state--appolnted offlolals of participating employers appointed on or after August 1, 
991 who meet the participation requirements of NDCC Chapter 64-52 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 457 from a Section 403 annuity or Section 457 deferred compensation 
m for the purchase of permissive service credit or as repayment of a cashout from a governmental plan: allows 
e board to establish lndlvldual retirement accounts end lndlvldual retirement annuities to allow employees to make 
,luntary employee contributions: provides that for purposes of multiple plan membership, service credit In TFFR, 
ghwey Patrolmen's retirement system, or TIAA-CREF may not exceed 12 months of credit per year; provides that 
r purposes of determining benefits In multlple plan membership situations an employee may elect to have benefits 
1lculated 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 
mseoutlve months during the last 120 months of employment with any of the eligible employers with service credit 
>t to exceed one month In any month when combined with the service credit earned In the .alternate retirement 
,stem: provides that employees who have dual membership rights may elect to begin participation In an alternate 
an or continue participation In PERS; clarifies that a member or a surviving spouse Is entitled to receive retiree 
!alth benefits beginning on the date retirement benefits are effective unless the premium Is bllled to the member's 
nployer; and establishes standards for apportioning deferred compensation assets under qualified domestic 
1latlons orders. 

he committee amended the blll at the request of the Retirement Board to clarify that the purchase provision Is 
vallable to vested members Instead of members with five years of service and to change the reference to prior 
srvlce to other ellglble service; to amend the blll 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 compllanoe with federal law; to allow 
artlclpatlng employers to purchase addltlonal service credit on behalf of members under certain conditions: to 
mend the confldentlallty provisions of the retirement statutes to allow the Retirement Board to publish the names of 
,embers the Retirement Board has been unable to contact; to provide that former p~rtlclpatlng members of the 
eflned contribution retirement plan who are receiving retirement benefits or the surviving spouse of a former 
artlolpatlng member who Is eligible to receive or was receiving defined contribution retirement plan benefits Is 
llglble to receive retiree health benefits; to extend the time period within which a member of the defined 
ontrlbutlon retirement plan may waive a refund of the member1s vested account balance from 30 days after 
ermlnatlon to 120 days after termination; to allow employers of employees participating In the defined contribution 
etlrement plan to make contributions for the conversion of sick leave and for the equivalent of up to five years of 
ervlce credit unrelated to any other ellglble service; and to add a provision to the deferred compensation 
tuthorlzatlon statute to require alternate payees to tranGfer to their own plan under a quallflAd domestic relations 
1rder. 

'he committee amended the bill at the request of the Retirement Board to add a provision clarifying the pretax 
Iurohase of service credit to address concerns of the Internal Revenue Service relating to the Issuance of a letter 
ullng on the pretax purchase of service credit. 

~uarlal Analyala: The consulting actuary reported that the actuarlal Impact of the proposal, as amended, Is 
nlnlmal. 

:ommlttee Report: Favorable recommendation. 
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TESTIMONY 

OF 

SPARS COLLINS 

ON SENATE BILL 2058 

Madame Chafr, members of the committee, good morning. My name is 

Sparb Collins and I am with the Public Employees Retirement System 

(PERS). I 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, I 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, I will summarize the changes by progran, 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 thfs 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 presently 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 5 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 

Q 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. 

Section 7 clarlfles the process for pretaxlng 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 

employeAs. 

Section 8 of the bill Implements several changes that were recently 

authoriz~d at the federal level. Sp,ecffically, 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 en1ployment 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 

part lei pation 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 those 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 problem area has been 

with using the final average salary from the last system to calculate benefits 

In all systems. White this provides portability between systems and Is 

extremely beneficial 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 participating employers and make It clearer and 

more equitable for aU our members. First, the proposed new method would 

not require that a member be assigned 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 maintaining the multiple 

membership provisions. The first method would be to have their retirement 

benefit calculated using all years of service and the final average sat ary In 

the PERS system. The second method would be to use the final average 

sat ary from the fast 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 wllf 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 1 O 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 law. 

We are also proposing to amend page 15 line 5 & A 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 ls 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 

beneficiaries In settling an estate and secondly the ability to seek 

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

section we are also requesting an amendment to clarify administrative 

exchanges of Information for adn1lnlstratlve 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 

REUREEHEALTHPROGRAM 
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. 
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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 

of benefit that Is being requested In the Main System. Section 19 Is to add 

thA USERRA requirements to the plan. We are requesting an amendment 

again based upon the Attorney General's opinion. These amendments are 

on page 24 llne 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 

support of the SB 2058 and the proposed amendments. This completes 

my testimony 
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Section 2 changes 

This change in combination with the changn in sections 4, 
5 & 6 of this bill is intended to darify the participation of 
elected and appointed officials in the PERS plan 

This change is to clarify that the members of the Highway 
Patrol plan are part of a separate retirement plan. 

This change is to more dearly define the minimurn time 
requirements in order to be eligible for the PERS plan. 
Presently it is 5 months~ This change would make it 20 
weeks and is proposed to make it administratively easier to 
u.-1derstand, calculate and explain 

This change would allow a member who is eligible for 
normal retirement benefits to draw retirement benefits if 
they are no longer participating in the plan but may still be 
employed. For example the person could have moved 
from an authorized FTE position with benefits to a 
temporary position without benefits. Under existing 
provisions they could not draw retirement pursuant to this 
change they could . 
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officials in the political subalVisions. This change also 
clarifies that they will be treated in the same manner as a 
state official but that they will not be offered the defined 
contribution plan option. 

Section 7 changes 
This change clarifies that a participating employer can pick 
up all or a portion of the employee contribution. 

This change relates to the changes in Sections 11 & 13 
authorizing employers to purchase service credit and sick 
leave. This provision authorizes the purchase on a pretax 
basis. 

This change is to clarify that PERS will accept the decision 
of the employer at any time during the year. 
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Section 8 changes 

This deletes the authority for a member to purchase an 
unlimited amount of time from the retirement plan. In 
section 1 O of this proposed bill members are authorized to 
purchase up to 5 years of service credit The concern with 
unlimited purchases is that with the proposed change later 
in this section to authorize trustee transfers more 
indMduals could be purchasing greater amounts. While 
the purchase is based upon actuarial costs the tables are 
based upon averages which mean that some purchases 
may not aiways be fully covered_ 
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Section 8 changes 

This change will aflow PERS to accept rollovers from 457 
plans and 403 (b) plans. 
This was recently authorized in the EGTRRA passed by 
Congress 

This was also recently authorized in EGTRRA This 
change will allow PERS to accept transfers from active 
employees to the PERS plan to purchase service. 

This change was also recently authorized by EGTRRA 
This would not be implemented until further guidance is 
provided by the IRS. 

Section 9 chilnges 
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Section 9 changes 
This section changes and updates the mu!tiple plan 
membership provision. This provision was originally 
enacted to provide portability to members of the states 
retirement plans as they 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. Two problems have 
arisen relating to this existing provision. The first problem 
is administrative and concerns the difficulty in identifying 
the indMduals who come Linder this provision, the 

l 
difficulty participating employers have in understanding this 
provision and the difficulty members have underst.anding 
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 transactions 
have had to be backed out and the resulting change has 
affected members 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 portability between systems and is extremely 
beneficial to most members, for a few indMduals 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 ft easier to 
administer for our participating employers and make it 
clearer and more equitable for all our members. Rrst the 
proposed new method would not require that a member be 
assigned to one system or another_ Instead the member 
would be allowed to participate in both systems and the 
employer would report to both systems based upon the 
members time. Second, the employee will have the option 

~ ' at retirement to choose befineen two methods of 
coordination that best meets their needs while stiff 
maintaining the portability provisions_ The first would be 
to have their retirement calculated usina all vears of 
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Section 9 changes 
service in each system and the final average salary from 
each app/iecf_ The second method would be to use the 
final average salary from the fast years to calculate the 
benefit for all retirements. However under this last method 
overlapping months of service would be combined in 
determining the total. Eligibility would be based upon 
combined years of service for both methods 
This change will maintain the portability aspects for state 
retirement pians,, 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_ 
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•- Tbemem1>ermaypurctaecnc1tundertNsNClion, crlJI PWJ11:W•MJ1PN• 
may AMtdlMit f0rlhe rnamber.bypayfng b lwboadan.WOld eqta to 1he 

aclUiWial cmttolbe fund otprovifng .. cndt. ... manberpurchwsaedt 

pnua,itto9lbiwliottdd.subMdian t. lfl&member mustpaylOlhe board an 

amount~ 10 tr. greater of 1he aea,arlal coat lo ht fund of providing lheaecit. 

«the amount ine mt!IT.,,_. recaved upon laking• relnS of tw mamer's account 

balance. pkJs ~ a lheadlaial raleofrebn from lhe 1fme 1he member was 

laued lherelund. If 119 mm~is not repun:tlMirig alof lhecredit ariglnaly 

refunded. the member must pay. pro Qla.amountof lhe rakniad amount 

defermh9d by(fviong lfMt refunded atnomtby lhe number"of monlhs of crecit 

refunded. mullV~fnsl l1at amount times ht IUl1ber of rnon1hs of credit tt,e 

metriber Mteks k> repurchase. atld adilng illtentltat lhe acllJarial rate or reun.. 

The membec' or lbe member's amgoyer shal also pay to lhe retiree healltt benefits 

fund es:alllished undersedion 54-52..f-Q32 an amounlequaf to Ille actuarlaJ cost 

b that fw1d for th& addilional credit. Thiscanttl:dion fflUll be recorded as a 

member conmbu(Jon pUrSUant b sedion 54-52..1-032.. The board stal adopt rules 

goverilgh purchasaofaci'llionalcredituncl«lhisaeeGon.. 

5. A parlcipating member. or a. mertt,er notpesenl!y Infer oowred employment 

may request credit forquafiied mlitary savice puqoant b lhe Unibmed Servbts 

Employment arid Reemployment Rights Ila of 1994 {Pd,. L 103-353: 108 Stat. 

3150;38 us.c. 4301-<C307l- The member" ahal submit11 Qialilbd appic.ation wittl 

proof of eligible miilary service to 1he tJolrd 1n ~ to A10eMt credit ror military 

l!lerYic4.. ForcrecitonandaflarJvl!f 1, t~lte~tlet'mustpay~percant 

times the IMRllleAI M88l PNe11l1111111ht, SIJlNybtmm,bar would haYJtQICOfyed 

bu{ for lie period of~ Cf. if lhatllll{M]tianot ,..,.,i,tiv QfGin. ht 

Qllfflbo(s IYl[lgf rate or coogpliqn dumg UJA 1,wmJPOlllh periad. 

•nmediatdk F!i!ar1i!9 lhD ffl81JPOpprigd Pl 11MC1 or. if aharW, lbe periad of 
lfflDlgymenti., .. nriaji:fY:nrppjp .. oerigd. Imes .. ~af months of 

credit being pu,dlaaed. plilM ilu1'911lalarale 11l11W.i&iled ~ Ille ilelflf. !!J!§. 

member makes t,e abgye QIYfflll1t. lht QPYIDIDlllllJ pn1t, or:, i:t Ill case or a 
roenw: noc under:mveredemwanrt thetastampJoyfng govemmeota1 B 
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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. 
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ha!erec,indllutfoc:kPU/OQfMMQtor. IMamcy,tisDQlre,rnablv 
C80li!- lbe membe(amrw oo,ot oompMfdrr:iliJo hl JWlln:moolh • 
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period ;11mecM1t1Y precaj.o the mergbe(s Qlricxf otlln1co ar, if shorttr, Ibo 

PoriodotlfflDk>Ymlnt ina.@Hlftlrn ,,m k r,ericd. lDM lht numbl!of 

maob ofq,citbainq pyn;hged. In adcillon. Iha go,,on•ueutll unit. «In Iha 

cueof amembel notundera:,vtrld •lployrllldlhelatten'5lbyinggovemrnentaJ 

unit.shalpaytothenh"inlehellttb9llefitsb.-< Ml""""-d{Rfertedio,\ 

SC-52..t--03.2one-~tktwll&~spreeentffl0nlhlyaiaryttn1Mlhe 

rnantber's ffl0C1lhs o{ aaltbeing pun:tmed_ Forcndtbebe,Jd!J 1. 1966. no 

~ is Alqf.Wed.. 
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1. A member may elect lo purchase Cttdl for years of service and prior seMCe for 

which 1he member is not presenlfyreceivfng a-«it. A member is entided to 

purdta&eadcitionaf crd under this section b"lhe folowing service« prior 

~ except (bis secvice fsnot eligible b' c:rwditff lhe years claimed also~ 

for retitementbenefils ian anolher ratitement syslan: 

a. Active employment in lhe armedfon:esoJbt Unaf Sfalss.,eiccept as 

povided in subsection s. Jorup 1o rourreara ot credit.. 

b.. Emproymeru as a: penna,iemempioyN by a.~ unit 1hat does not 

par1icipale in lhe ~~ reliramentsystan undec lhischaptt,r 

em-:'PDtJinorOUIIQt!f\oilileofNcd!DakrJla-
c.. Employment as a penrment ampoyee by a paitical subdNision participating 

kt lhe pubicenpoyees retirement tplem whiclldidnotpay ht cost of past 

service benefits oodar" sedion 5"-52-()2_1. 

d. &amc.lhepatiapaling member<ldnot elect to~ upon 

nB11ploylReut underseclbl 5'-52-02.6. 

e.. Senliceaf an elgibleempk>yee. who exen:iled Ule privilege IO withdraw from 

the~ plan lo lhe publcemptoyaas :elil•nentsystern under 
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Section 11 changes 
We are reauestina the followina amendment here to . .... -
comply with the opinion. Upon further review we found we 
should have made additional changes to this section. 
Page 17. fine 9, overstrike "member's present monthly" 

and insert the foUowing immediately after ·salary": 
'"the member would have received but for the period 
of service or, if that amount is not reasonably 
certain. the member's average rate of compensation 
during the twelve-month period immediately 
preceding the men1ber's period of service or. if 
shorter. the period of employment Immediately 
preceding that period." 

The same changes as above are proposed here because 
this section will become effective when the IRS renders an 
opinion concerning pretax purchases as approved by the 
last legislative session. 
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SEC1lON 12. Anewsecfb\lo~~Gl1heNorlt l : crutadand ~-kllbws.: 

5 w.m.& ,__@Coot~ JhtbQanf Qlatnifliste!:b Dfan in 

6 00fflDllance w;th sd>n415, mi?o1Q1(a)(9l 515D901QJ(j1)«D, and HCIOD 401(a){;lll of 

7 lhe lnlamal Re¥anuaCodeii It ao:ilf JorOQ!¥rlffltrJfif RflDI. 

8 SEC'llON t3.. Anew-HCliall ID~54-52of .. Norlb DalrolaCentulyCodais 

9 a9llled andenactada5folows: 

10 Enpoyw:a,riceQURhnN. ~ PildiCR!doo!ffPOYICNYAGblM ,mMgnaJ 

11 amatcitoobehdaramembQr:mdocb:folowina 
f2 

t3 

1, 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

...,.,,_.semce ""'':-6gjyenJbctopfign IRd!QCM baf'FIIIJ an Thememt,er:may.~--
l. __ ..., .. _ - _ .. 

purc:hase am an~ CQ<JCitiQr,s. it 1hll limo #It 
must meet one Qf !ht l'glkzwing z. The member: -

_..,,,_. ~ ppr mgcr: lhan ~ · qecil must be lb The member'saae orus MDA 

~;oc fiftyffi and,- member must haVt a1 ~ The menw"s iOI must be: at reast 

--credit. . basis !east IJme:yparso{~ • mrialy ecpvalent. 
- ~prgonanp_ ---determjne ht~ t. 

;I. !he--- ......... .........:0"""""1aL o( 
Thecu-dlasemust becomglfled of seMCO Q'IQI on behalf ~ immJBIDMkYMJ ~ ]belQP(Ml[maygw;hase 

-----5.- ~ ... ---under 1h6~"'9!'!Y!Pc:::·r.mm.giay:;blt,l!!!~KlllpriceD~for!£.lhe.lhe~seMCem!·~,..lfZl-.,.,_~-­i.. The OfIPOYlf: must pay the purchase 

t-$.YID. 

SECTIOH tc. Two new subSectioas lo section 54-52-26 of the NOf1h Dakota Cenlury 

27 Code anitaeafed and enacted as rollows: 

28 

29 

30 

31 

1 

2 

3 

~designated by? PiU1PJitinq member Of I bmoc garticipalioa 

momt>m JAngive baneftls after: themmmm(s oeatt. but oniv after; tt!f membe(s 

dealh. Wormalion ralaiinq IP benefic;iaries mavbtl <isdaHd tootherbplfjdaries 

Of the grne member. 

board has been YOlh't Ip kJcat. ht memboc Dw MR mti: butanly lflflrht -

. ,odljmiJldp dJaDWJW'sname endhftct ,er a oeriodfrl excess or1wp YIU- .. 

flat 01! boec1"3sbeen ..... »focate hr~ 
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J 
Section 12 changes 
This section updates and includes the federal compliance 
provisions necessary to have a qualified plan. 

Section 13 changes 

This section sets the parameters for the employer in 
purchasing service for employees. 

Section 14 changes 
PERS is requesting an additional amendment here which 
is "Any person or entity if the disclosure is necessary. as 
determined in the board·s soie discretion. for treatment. 
operational or payment purposes. including the com pr etion 
of necessary documents." This is to clarify administrative 
exchanges of information and for HlPPA. The other 
changes are to af/ow PERS to share confidential 
information with the members beneficiaries in settling the 
member estate and to help PERS find lost members. 
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na. t5. AIIEHJIIENr. Secfion 54-52-27 of a.Nodh.Da,ra Cer,uyCocje is 

5 -• :dwd ~rwtadedasfalaws:: 

6 51-U--27. Q!IMll'aieft PMn;tme of sfdt ,-_ IDdft. Al lllrminalionof eigtie 

7 empojtWll4 IT.embw~ enlilfed (ocn,dit in lhecellremet4 ~ystetn lorach ~Of unused 

a sicklNYe. as cerlilied brlhctmember's employer. r • member" or ht ownbm'• employer 

9 pays an amount equal fo the member's final &vec11ge salary. times lie number of monlhs or tJck 

10 feaVltconveralllmes!hepen::entof 8n1J(oyer .-Id e111'3btee ~b hrrelfrement 

i1 pug.ancllhemembar,pklsonepefQll'ltforflere!Qeheallttberl8fi!s~ Hoursofsick 

12 leave equal ro a fradion of a 1110111h are deemed lo be a&,lf monlh b"pc.-posas of conversion lo 

t3 serviatcrerlt. Amember"mayconvertal cf 111e rnembet"s certilied9iclclieave or apartol lhe 

14 membar"sc:ertilied sidt ~ All canwrsion paymenlS tnulllbe mada Wll1in -tr days of 

15 flllminuon of employmentar;d before lhe membec receives a retiremellt annuly unless lhe 

16 memt.tcassubmitted an approved payment plan to a. board. 

17 SECTION 1L AIIENDIIENt. SubMdion t ol S6dion 54-52..1-03.3 or th& Nor1h 

18 Oakda Century Code is amended and reenacted as rotows: 

19 r. The lOlowing persons are enlilled to receive aedt for hospilal and me<ical 

20 

21 

22 

23 

2, 

25 

26 

-0 

28 

29 

30 

beneicsCOYarage undeJ' SlibHdion 2; 

a- A. member or suryivjr1g SQOUS8 of lhe highway pa1ra1men·s retiranent system 

11Nerilt§ MWeMent i,ei ieile, • l'8 ~iug es,allll! e( a.......,_ of Ille 

N§M'1lf,......eti-srelifll1118flt ■11 ■--. •"- ,.. eifillie 18 .e1eiw llfW89 

reeei ... NWetr1eill1Nt11111ila.111_, ■elllieP1ta& 93.t :tt is:aigtieforlflecredt 

beQirinq on Jbe date retirement bena(lls. u efftcti'«.,..,,,, tho~ 
Nied tG l)e lQJlloyer. 

b_ A member orJUMYing sgggg of the pubic 8ll1ployees 191iranent syslem 

~ MllifardallllleMlils. erht WMVil• ••- er• 11ieMW ~ lhe 

~ eznpre, ees retifeMMl ey919M ,it.a ,.. e&glll:le le fllll9leM! er wes 

,eeeii w tt telifW6'1l 1,aueils. tMdeF seetie,i 5 4 52 11 is eligible for lhe a«lit 
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1 
Section 15 changes 

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

Section 16 changes 

This change relates to the retiree health credit program 
and the starting date for benefits_ Under present statute 
the credit starts upon the date a member begins to receive 
benefits. The date of receipt is different then the date of 

I eligibifity_ 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 match 
the two dates for benefit purposes. 
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} 
Section 16 changes 

This change provides that the surviving spouse of a 
member of the defined contribution plan who is receiving 
benefits from the PERS DC plan will be eligible to receive 
the retiree health credit in the same manner as a surviving 
spouse of the PERS hybrid plan. 
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Section 17 changes 

This change authorizes and establishes the procedures for 
PERS to accept Domestic Relations Orders for the 
defeffed comp program. These procedures are patterned 
on the method that is authorized for the Defined 
Contribution plan in 54-52-6-12. 
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1 SECIIOM19. Anew98Clclslbchllpblr54-52Aof,_Ncdt0ada.c.uy0odels 

2 aaallldafldenactadasfolows: 

3 Canlnbullana fQrBilJIMY NOtc& A W!•◄M\t owmblf. or a membll! na1 

~ crr141J:!DklcCRYWIQ enmlQvmmt.. maxfflf'l.,,.aml(IQd 91PPIJenosfQr q!l@Itdmifftm' 

5 ~1U3111Cf 1Rlht UnlormtdStmcM ~and9oenVQ'ffflll1 BiftlllActof UM 

6 fNt L 103-353; 108 Slat 3150; 38 U.S.C, 13()1::i30n, Tua memberahal IKm:il '!QJPJifferf 

7 Iii li?IA wilh grgof of t!iible miilarJ B(YlcetolJtboard ii Qrde[lp ngiye qfdit for mibY 
8 smi», fsx:qdgn and after July t. 1966, JhR IDOO'PKDMIPIYWPl(CMJt Jinoltte 

9 efm!lt mamblrwogd hpe n,ceMJdbtJtfordta QMPd o(MYA or. If bl amowt is not 

to nmanablvcert.m. lhe rneng(s ayeqgeflte otcc,nwv;;n cbinq \he lMlh9-mQl#J oornd 

11 !mJedia'1tl DnlC8dinq 11tememlle(s QOriodotandrP «· it lbA(fe[, r,e periqd or employment 

t2 i111--1ar+: gngdng su;h gerigd,. lfmes Jbe JVUblr gf mqqhs '9odiclJ lht member ii 

13 makinQcondJutfons. 1111e membef ma(ces tt:e aboft PIYDWll, r,egoyemmema1 um, or, in 

1• IJeme,Ca memberoot under:amud amg(gymegL the latl IIJl)loying gqyemmental unit. 

15 shll oa.,-Jot;rand lwelve:htHKQClhs percent times lhe HS!Y!he ~wood !)ave received 
16 butforttleperiodotspvfceor. if lhatamount Is not~. Iha mernbl(f aYJGIN 

11 ram Qf ~ellrduring fte lW§M1 monlb AoriosUm111sv!lb'RJBldim the ,:nombe(s 

18 RIIJgd of ,myigt Qf. If st10rblr. 1he pe(.od of amplgynwJt 11:-·Hir!:tb:: prwcpng such period. 

19 ..... l'JUl'Ob«gf mgn1hs for Which the member; oed1t !D]b'ixJtigns. fn adcitiQl1. !he 

20 gonm.,HJr# ri. orin 1be case:ot a member not oodacCQY1£1d enpoyment tbo: lUt 

21 employing QCMlll!!¥1tai QOiL lbll pay IQ ht retiree~ bene11ts lbnd es;atJlished undQr 

22 IIClf9D 5+52,1;-032900 P!l9l)t liJlles 1bt mamboo m,sent 1D9011Y HWY liDol Jhe 

/ 

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 previous change related to the PERS 
hybrid retirement plan. 

As with the change in the main plan we are 
requesting the same change here for the DC 
plan Page 24. line ~ remove ·member's 
present monthly" and insert the following 
immediately after .. salary": "the member 
would have recerved but for the period of 
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 
period of service or. if shorter. the period of 
employment immediately preceding that 
period." 23 nw1W1DQJdJs for:wtlich !he member mafecgnlriJUtjons.. forcrd bebe-Mx 1. 1966. no 

24 c;ontrbJfion l's r;,...,;....;. ==--------------------------+-------------------------------, 
25 SECtlON~- IMEMDUEHT. Section 5,1.S22-<J6of lhe Nor1h Dakola CenluryCocit is 

26 amended and reenacted as folows: 

27 54-5Z..2-0S.. Oafwqd comp.lUlfon p(OQltllft- s..llts-Tmllon • Eumplion 

28 fmm fudidal proc:ess-AafgnnNnL The deferred COlupensaiion Plug.au, establish«f by this 

29 chapfarshal exiltand-.vein addilfon to~ pension. er benelltsystemses1ablished 

30 bybt stale. cotdf. city.10wn. or<Jlher-poitica(subciviliOn.and no deferral ofinalffle under 

31 lhedefemld CIQffllJ8ilAOCXl progsan shal effect a reduction of any~ pension. or-other-

U:\Sparb\2003 Sllls\Main System Bill.doc 

Section 20 changes 
This change relates to the deferred comp program and 
would allow PERS to acc-ept qualified domestic relations 
orders_ Pursuant to a change in the federal law this 

, provision is now possible to administer. This change 
would also be consistent with our other retirement plans. 
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1 t.11111tpnMfedbfilw. Howevw • ..,,111111c1er.:..tun.t.W.d1fenwdcomp111ulo11 progrm1 

2 is11Qt-.c:t1Dtua11onlll1licitbblionisactuallynale1DIIMta~ Mt~ . 
3 t.lllisunderlllaCWerrldCOfl1J9QAlionpogr•11•lablflhedbylli&c:haplar-arsnot~ 

4 k>Mea..,,..v-'ithment.aliadllmnt. llSopt.ralonof~orir.- .-q laws,.arOlblr" 
We are requesting an amendment here to correct an 

s PfflCIN&-A• utiilllW..-, f!!PUsCIP"iMbrllGdonMR?:iP 2 ......-11eemp1oyee.. 
inco"ect reference instead of 54-52.2-03.2 it should be 54-

s llle•npa,a·sbeneic:ilry.noranycfel91NOfll&lli,plor-e orht~·•benllclarr 52.2-03.3 
7 ha._ dghlll:>cammule.SII. Wign. bnlfar.ocollulliaecam,ieylbe dght 10 f90elve 

8 ~dsundertischapter. 
9 SECl10N 2L l"ICJIOIIIBIT_ Staeaiolt • dNClbt 54-62.8-t3 ~ lie Ncdl Dahola. Section 21 changes 

to c...yeom .... cfedand reenaded a follows: This change relates to the DC plan. This section expands 
11 •- If Ila former pa~ membe(s'IINted-aocc.mtbalance lslees lhan 11¥8 the 30 day period to 120 days for distributing small 
12 l'louNNdolas. 11'1ebcaldshd IUIDmalic;aly-refmdthernemti«av.lld amounts. This wiff give the member more time lo make 
13 account balance upon 1enllinalion d~ The fflm1ber maywai¥s lhe this election and allow PERS more time to communicate 

14 r3'undiflhemembersubfnilsa wdllen ......,_.lohtboard. wlhin~m:m_ 
with the member so they can make a knowledgeable 

1~ hllncQdtwantycfays afterl8ffllinalron. ~ lhal 119 member's vested 
decision. 

16 account balance- remain in lhe plan. 

17 SECl10N 22;.-REPEAf._ Section 5'-52-17.8 of lhe Noell 0aota CenuyCode is This section is repealed since the change in section 12 
18 --s,■afed. replaces it 
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TESTIMONY 

OF 

SPARB COLLINS 

ON ENGROSSED SENATE BILL 2058 

Mr. Chairman, rnembars of th11 committee, good morning. My name is 

Sparb Collins and I am with the Public Employees Retirement System 

(PERS). I 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, I have attached a section by section analysis of the bill and 

changes. To facilitate your review, I will surr1marlze 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 relating to the Deferred Comp Program are to 

authorize PERS to accept domestic relations orders (DR O's). Recent 

changes at the federal level now facilitate this procedure for this program. 

We presently do DRO's 1n the main, HP, Judges, National Guard Plans and 

defined contribution plans. 

Page 1 ot 6 

L --~--Yhe mf¢r09raphtc fmaaea on tnl a f I lm are accurate r ~ -----·-·•··· · · · .. _ .. ____ -· · 
were f Hmed in the regular course of busf neH Th~~ ttons of records del tvered to Modert\ Information Syatems for mf crof llmtna and 
(ANSI) for archfval rnf crof f lm, Norte I u the f 1 lmedot,:"aphf~ pro,cesla meets etandarda of the American National Standards 1n1tftute 
docl.Mltnt befng filmed, ga I ve 9 eaa legible than thfa Notice, ft fa due to the quality of th• 

\._.,., ( \ t 
ope J 



,\Uit,\~~ 

) 

' ' 

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 ollgible employee so It Is the same for 

retirement and group Insurance by clarifying the minimum time of 

employment for ellglblllty during a specific year from 5 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. 

Section 7 clarifies the process for pretaxlng 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 problern area has been 

with using the final average sat ary 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 result 

fn 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 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 assigned 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 maintaining 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. 

Ellgiblllty would be based upon combined years of service for both 

methods. This change will maintaf n 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. 
\ 

t~• QY(I ~~j);,•~" ' 
Sections 1 O and 11 relate to purchases and USERRA. tn 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 

I also Incorporates In statute provisions relating to returning veterans based 
! • 1 upon USERRA. The changes proposed are based upon the advice we 
! 
1 received In a recent Attorney General's Opinion. 

i. Section 12 summarizes provisions we need to Include ir, uu1 plan to 

maintain our qualified status fn compliance with the IRS. Please note the 

,,_..... 

t 
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repeal In Section 22 of the blll ls the old IRS compliance provision that ls 

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 wfth a member1s 

beneffclarles In settling an estate. Second, we are asking for the abillty to 

seek Information from the general pu~l'c on locatlllost mombers. Lastly 
\\.v ~Wt,._....., I • 

we are offering language that is HIP cdmplfant or our disability program 

In case It Is covered and clarifies administrative exchanges of Information 

for adnilnlstratlve purposes. 

Section 15 grants the employer the authority to purchase sick leave credit 

for their employees upon termination 
' 

RETIREE HEAL TH 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. 

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 
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r 
of benefit that Is being requested In the Main System. Section 19 Is to add 

the USERRA requirements to the plan. Section 21 extends thA tlmeframe 

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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S8MC8, except 1his sem;a is noceligib(e for cr8dit if lh& yevs daim&d also quali[y 

foc retirement benefit& from anothef" retirement systen r. 

a Activ& employment ii1 the anned bees of the United States. except as 

provided i!1. Sl!':isection 5. for up to fou.- years d credit. 

b. Emp[oyment as a 9ilffi1a08l'1t 8ll1)loyee by a 9e.elflMeMai wit..,.. ~11 • "et 

paAiiipaao A 1w pubic iiRPl1irNli retiMIWle::lt &,IIQA1 WAMF1hi& S~;JjMF 

tQRO.Yt[eiJberwrtfjn or ootsitJe the stats: of Ng1fl Dakota. 
c. Employment as a permanen!: ~layee by a political subatvision partiC{}ating 

in the pubic e~ees retiement system which did not pay the cosl of past 

service benefits underseclion 54-52-02..1. 

d.. Service !he participating member dd not elect to repurchase upon 

re61Tl)foyrnent under sectioo 54-52-il2..6. 

e. Service of an eligio:a empbyee. who exercised lha privilege to withdraw from 

the pradecessor plan to the pubic employees retirement system under 

subseciion 10 <:£ sectiat 54-52-17 as created by section 13 of chapter 499 of 

the 1977 Sesson Laws. 

f. &.~ley!Mftl • a peM"11meftl eMple)-11 e w a 9e, &ll'lfMAtal a.nit net :eeele~ ift 

~liAR.t;laki&a 

~ Employment as a permanent employee by the federal gowmment. 

2. A participating member may elect to purchase aeditfor the foHcwing absences for 

which the participa.ing member is not rec:&Mng service a-ecit: 

a Employer-approved feave of absence; or 

b. Months attc-ay from work while participating as a seasonal employee. 

3. Supreme a1d district o.rurt. judges under the pubfIC employees retirement system 

may elect to pc.-chase credit for 1he falowing years d servic,a.: 

a. Btcept as provided in swsection 5. for up to four y~-s of credit fee actP,a 

empioyme-nt n ~ anned forces of 1h& United States. 

b. As a ccunty judge in a couny-or oounties that <id not participate ~ the public 

employees retirement system under this chapter_ 

c. Participation in the public employees raernent system as a coonty judge 

may be converted to credit in th~ judges retirement system. 

U:\Sparb\2003 Bills\Main S' 

Section 11 changes 

Clarifies that all publlc employment is eligible 
for purchase. 

This provision is no longer necessary based 
upon the change in item "b" above. 
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hav& recsived bm for 1bt PWW st s"'6s:v; a:, if that amowt is r,st r&ascffl!l!JY 
certain. ttw member's average rate st corrpensation tft,p19 the twefye-month 

e>e!fod irrmediatelyprncegng the membe(s period yf S8fVice a:, if shQrter. !he 

period of orrp(oymeot iuJnediately D{8C8(Ql that period. times the number si 
I"l()(ltf1S d crsc:[it being purchased. [n addilioo. the governmental urit. or in the 

case of a merrber not tDdercovered e.nplo-Jlll80t ~ last 8""4>loying 

governmental unit. shall pay to th& retiree health benefits fund est:Ibished under 

sedioo 54-52..1-032 on& percent times the It llllll~ l"I pllll IRI AIIIRf:11' salary~ 

menj,er mad (Jaye mwoo bu; roc ttJe period gt fflYi-» er if lbat amgrnt is oot 
reasonably certain. the member's awgge rat! of compeflSation goring the 

tw~e-mon1h period irrmediately prececfm the member's period of service or. if 

shorter:, the period of empl?YUJent imma<fiatefy r!8f-8din.9 that peri£-1 ... times the 

merrblr"s me¥rths d credit being purchased Fo.r cre<frt before July 1. 1966. no 

,;;ontribution is required. 

{Contill\Jent effectiv• data and expiration data - SH note) Purchase of additional 

er.cf'IL 

1. A member may elect to purchase credit for years oc service and prior service for 

which the- member is not presently receiving creart:. A member is entitled to 

purchase additional credit undef' this sedion for the following S8MC'e tt prior 

seEVice. except this service is not eigib1e for credit ~the years dail116d also qualify 

for- retirement benefits from another retirement system: 

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

pro•.'ided in subsection 5. for up to four years of aediL 

b. Employment as a permanent employee by a !1&1,el"ftffleM&l 11tPithl aee6 Aet 

p_.li,a1e iP. ~9 pubk~7ees ,etiM11119fttayeteM ttt,:ierthie aha,te, 

emploffi either;wittin or outside the §tat& of North Dakota. 
c. Employment as a permanoot 8111)k,yee by a poiitical subdivision partiq:>ating 

in the public~ rem-ernent system which did not pay the cost of past 

seniica benefits undersec:tion 54-52-02_ 1. 
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The same changes as above are proposed 
here because this section will become effective 

[ when tt:e IRS renders an opinion concerning 
pretax purchases as approved by the last 
legislative session. 
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-a. IlJi cmmJR.y«onat~ tbl i;JIIIQlUI l'lric& b:ibi KArW.f 91Qt oUa;hat~ 5nd« 

tbii section ill i !mop 21JJ. 

S'~CTION 1,4. Three new subsactions to section 54.52-26 of the North Dakota Century Section 14 changes 
Code ar& created and enacied as folows: These changes are to the PERS confidentiality 

Beneficiaries designated by a oamcipatm member or a former oartidpatinq 
statute and allow: 

1) PERS discuss the settlement of a 
member to receive benefits after th& member's death, but onlv after~ member's members account with all the 
death. Information relating to benefi~ mav t!t cf1Scioseo t2 other t,ene!!ciafi~ beneficiaries 

ot the same member 2) Allow PERS to find lost members by 
seeking information from the general 

The general public, but only after the board has been unable to locate the member 
public 

3) Provide wording that is consitent for 
for: a period in excess of two years, and limited to the member's name and the fact HIPAA if it applies to our disability 
that !m b2;s!rd has been unabl!l !Q locatt !h! member. retirement procedures and helps tc 

clarify administrative interactions for 
Anv oerson if ttte board 92termines atsefosure is necessa~ fol" treatment enrollment and payment 

ooerational, or p~o.t oorpo§~. indudi!!J the completion ct nec&ssarv 

documents. 
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1ht hq;vqf fflT-@PSinil: gf UJft qmlified dmYl:fii Cfti@ti9Df srwa gha ecdFY st 
fMtQUJerbyttJ,coqt;g 

Wwv'2wflishhtordt!aJi!Pliwr 
new section to 1$ 

aeata-1 and ena.aed. as follows: 

AdditiornJ[ ,memr entribationJ. A.d<itional h.mp SWJ cootribupOQ$ i;)y an 
ffll)loyer to a particpating member's defined coot[ibu!ioo mtjran,egt p{an account may be 

mg if the wrt;cfpatmg member w twenty-nve vews of sep.jce. hm not retired. and has not 

i:gived 2 @ti@ment benefit under this chapter;. CocJtr:Jmlioni IJ1§Y brt made in an amgr,!J1 

aguatjat, @YfiDt to 1b2 aawats dfttenpined pursuant to roawec 54--52 as to/wslr-s· 
.1.. Foe: the conversion ot side '8ave DlfSWDt 19 i8QOQ 54:52--27: 
~ The !95:!YAAR! d up to five-years of ffM9t qec[st yn,:elated to any other; eligole 

service as ®Jisfed in subsediro s of section 1J ct this Act 
SECTION 19. Anaw sectioo to chapter 54-52.6 of the North Dakota C&ntur,, Code is 

crE' 3ied and enacted as follows: 

Coptnlzution, foe mifrtarv uOOce- A p;yticipating romDher o,: a rnr,mber oot 

pr~ntly UJ<10r covered employment. W!Y [00.18st ge<fit and contn)ulions fur qvaflfivd :nTit?ry 

seNice pursuant to th& Uniformed Services Empl<)Yment and Reempio•,roent Righl§Act of 

1994 £Pub. L 103-353· 108 Stat. 3150: 38 u.s~c. 4301-:QWJ The member shall srJwita 
qualif..,xf aopfication -...jth proof of yligible; milgar:y H'Yi0 i91f1e 99wsf in ord'}r to r§cyiye q8dit 

for miTrtary service. For cr81:frt on and after Jufy 1 ;9§§i the membef must pay four wwnt 

t;rnesthe salary the member:wookf haw received butfq:the PWi2d of wm;:e or ·if that OOJOYDt 

1$ not r&aSOOab[y oertain. lhe mmoor·s a>."irage rate gf compensation duriog the twelve;rng)Jh 

period immecratety pr;es;.edng the member's period of sezyice or. if shgrtg th& perigj o( 

2PJDIQyment immediatelv prece<ing such pyriod. times; the number of months for: which the 

member is making contri:>utions. If the member majs:es the si>Qvo gavment :i,e oo'!'WI)mental 

ri. or-. fn !N ~e d a member not undoccoyered emplovment. the la§t ernproying 

g_ovwnmentaJ unit shafl pay four and tw2lv!tfmndredths oorwnt turns tb2 salary the f!l8!!lR§C 

woufd have l)Cefy'?d byt foc the period of servjce oc if that amor.,t if not reasonably certain 

tbt rnemws eyeraqe @If ct compensation during tm tweJve:mootb period irrnediately 
~ the: mambe(s period ot service or if shorter. Pt period r:t emRJQY!D8Dt jmmeo@leiy 

U:\Sparb\2003 Bilts\Main System Bil - EngrossedLdoc 

~ 
/ 

I Section 18 changes 

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

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 previous change related to the 
PERS hybrid retirement plan. 
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SECTION 20. ~- SeciKn 5'-52.2~ ct tt» North. Dakola Century Code is 

amended and rees,actad as folows: 

54-52.2--06. o.terr-1 compenAtion program - Ben.etits - Taxation - e.mption 

from judicial proc:ess - Assignment. The defemtd ~ program estabHshed by this 

chapter" shall ~xist and seNe in adcilion to retirement. pension. oc benefit S)'Stems estabeshed 

by the state. ~- city. town. or other political subavision. and no deferral of income under 

the deferred comper.sation program shall llffecta reciJction of any rutirement pension. or oth,;r 

benelit provided by law. However. any scm deferred und6f the deferred canpensation 

program is notsubj&ct to taxation unti distribution is adualy made to the .-.mployaa Acy 

unpaid benetits under tha deferred COOl)ensaooR progam &Sta>lished by this chapter are not 

~ to execution. gami6hmenL attachment. the operation ct briruptcy or insolven<;y laws. 

or-otberproce$$ aiaw'Whalsoe>.ter, e;got as provided by ww §4-§2.2--03.3. Nei\hertbe 
,. • -- - -,r•• ~ 

erJl)(oy~. ttie empkr,'8Q's ~efriary. nor any design3& of the QJIJ)i~ or the employee·s 

betwliciary has the right to commute. sell assig;t. transfer. a o~ convey the right to 

~ payme£llS undecttlis chaptec 

25 SECTION 21. AMENDMENT. Subsection 4 of secoon 54-52.6-13 of the North Dakota 

26 Centur1 Code is amende<i and reenacted as folows: 

27 4. lf~focmerpaticipatingmerro&t's•JeStsdaccount~isl~1h~fiV& 

28 thoosand dola:'s. the board shall automaticaiy ramd ~ meat>er's \'aS!ed 

29 acaxmt baan-:.e upoo tsmmation of employment. Th& rnembeC' may wa.'ve the 

30 refund if th& IJ1fKDb8r' submits a wriUeo stataneot to the board. wittun~~ 
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Section 20 changes 
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This change relates to the deferred comp 
program and would allow PERS to accept 
qualified domestic relations orders. Pursuant to 
a change in the feaeral law this provis.ion is now 
possible to administer. Tnis change would also 
be consistent with our other retirement plans. 

Section· 21 changes 
this cbarige relates to the DC plan. This 
section expands the 30 day period to 120 days 
for distri.buting small amounts. This will give the 
member more "lime to make this election and 
a_llow P~S more time to communiC<J!e with the 

1 
r::.=:,_so they can make a knowledgeable I 
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