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Explanation or reason for introduction of bi l l/resolution:  

Relating to el ig ibi l ity to participate in the defined contribution retirement plan; relating to 
calcu lation of accumulated fund balances under the publ ic employees retirement system . 

Minutes: You may make reference to "attached testimony." 

Chairman Jim Kasper opened the hearing on HB 1 452 and is the sponsor of th is b i l l .  He  
turned the hearing over to Vice Chair Randy Boehn ing. 

Jon Godfread,  ND Chamber of Commerce appeared in support of this very modest 
change to the current law. 

Rep. Gai l  Mooney All the l ines crossed out is related to being able to al low our employees 
to opt. into a 40 1 K? 

Jon Godfread It is my understanding that it is voluntary if the employees would l ike to join 
a 401 K plan,  they have that option.  

Rep. Grande is in  favor of th is bi l l .  This g ives people an opportun ity, especially the new, 
young people coming in who have a great knowledge on how to invest their money and 
want to have that flexibi l ity and portabi l ity in their employment package. 

Rep. Gail Mooney Does this apply toward al l  employees who are in PERS in addition to 
county employees, etc? 

Rep. Grande This bi l l  for a l l  incoming state employees. 

Neutra l :  

Sparb Col l ins, Executive Director of the North Dakota Public Employees Retirement 
System appeared for explanation. Attachments 1 and 2.  (5 :50-7:22) 

Brad Ramirez, Retirement Plan Actuaries with Segal Company, reviewed the actuarial 
impl ications of the bi l l .  (7:32-1 0 :49) 
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Rep. Vernon Laning Regarding the cost of the plan , if the present retirement was 1 00% 
funded I assume the cost h i t  on th is plan would be considerably less. Is  that true? 

Brad Ramirez That is correct. He referred him to Table 2 on Attachment 2 .  

Rep. Steven Zaiser I assume there i s  a d isparity i n  the change i n  terms of the cost go ing 
up is the size of the group? 

Brad Ramirez That is correct. 

Rep. Gai l  Mooney For the pool that remains in NO PERS, their costs rise accord ingly? 

Brad Ramirez Correct. 

Vice C hair  Randy Boehning You were going to work up a couple of examples of what 
kind of money we are talking about. 

Tammy Dixon, Retirement Plan Actuary with Segal Company, appeared . We looked at 
two examples of how much funds would be transferred out of the DB plan if a person left. 
For a 30-year old with 1 0  years of service and a salary of $40,000 the value of that benefit 
that would be transferred out would be around $55 ,000. For a 55-year old with a $40 ,000 
salary and 1 0  years of service, the value of that benefit that would be transferred would be 
about $70 ,000. 

Sparb Col l ins Continuing with the second page of Attachment 1 ( 1 4:06-2 1 :47) 

Rep. Gary Paur It sounds l ike you are basical ly testifying about the shortcomings of this 
path . If we were funded 1 05% or 1 1 0%,  I imag ine the numbers would be encouraging? 

Sparb Col l ins I n  1 999 the plan was over 1 00% funded . What that meant, there was no 
fiscal  cost to th is .  It was a cost neutral plan at that time. The issue here is that i t  is not 
1 00% funded so as you take that money out and put it over here, there is not as much 
money here to pay it off and that is why the increase in contributions. 

Rep. Gary Paur You are assuming 8% rate of return . If you end up with a 5 or 6% return , 
wou ld it not be advantageous to have that unfunded l iabi l ity removed? 

Sparb Col l ins If in the long term we make less than 8%, it would increase the unfunded 
l iabi l ity. Transferring these people over doesn't change that. 

Rep. Gary Paur Removing some of that l iabi l ity by people going to a defined contribution 
plan ,  would that not min imize some of that loss in  unfunded l iabi l ity? 

Sparb Col l ins If they move over to the defined contribution plan and it is not paid for, it is 
going to increase the unfunded l iabi l ity right away. The amount necessary to pay the 
unfunded l iabi l ity becomes greater right away. If it is paid for, this is al l  neutral ized . You 
have some of that l iabi l ity move over in a paid for manner and yes, you have a l ittle b it less 
exposure .  
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Rep. Gary Paur Let's say the return ended up at 6%. If everybody went to defined 
contribution and completely pul led out of the system,  that would be preferable to continuing 
with the rate of 6%. 

Sparb Col l ins We would sti l l  have several hundred mi l l ion dol lars of unfunded l iabi l ity that 
wouldn't be paid for. We sti l l  have the basic formula for retirement. $ 1 0  is funded from two 
places, $4 might come from contributions and $6 comes from investment returns. 

Rep. Gail Mooney The political subd ivisions who are not involved in being able to move 
over to a defined benefit plan would also have to have their share increased? 

Sparb Coll ins The main PERS plan is a single pool ,  so when the contributions go up ,  it 
goes against the entire pool. 

Rep. Gail Mooney Our county is with PERS. They just experienced an increase to be able 
to help make up the costs of the loss of the 2008 experiences. If we did this ,  they are 
u lt imately going to have pay more yet to be able to make up more of the deficit? 

Sparb Coll ins Yes,  un less the bi l l  is mod ified . 

Rep. Gai l  Mooney I n  order to move this into the new program, in it ial startup costs wou ld 
be across the board $ 1 05,000? There are 1 8,000 people in PERS? 

Sparb Col l ins He agreed on the startup costs. About 1 8,000 and 6 ,000 or 7,000 retirees 
are in PERS. We pay into the economy of North Dakota about $80 mi l l ion a year. P ERS 
has  received about $ 1  bi l l ion in contributions. Today we have about $ 1 .6 bi l l ion in assets 
and we paid out into NO economy about $1 bi l l ion . We have received that by going out and 
col lecting in markets outside the state and bringing it  in .  

Rep. Gai l  Mooney Roughly 1 0-1 5% are anticipated to move over to a defined benefit 
program? 

Sparb Col l ins Out of that 1 8 ,000, 1 0,000 are state employees and we are saying about 
1 5% of that number potentially would move over. We wou ld get about 1 ,200 new state 
employees a year through turnover, about 1 0%.  

Rep. Gai l  Mooney We would exasperate the instabi l ity of the PERS program as i t  stands 
even right now? 

Sparb Col l ins Where it is funded . If it is funded , then it is fine. 

Opposition:  

Stuart Saevelkoul, Executive Director of the North Dakota Public Employee 
Association, appeared in opposition of the bi l l .  Attachment 3. He also provided 
Attachment 4 Kayla Pulvermacher, NDEA, ind icating opposition .  (32:59-38 :04) 
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Rep. Scott Louser gave reasons for a defined contribution plan. Defined contributions are 
portable, transferrable as an asset to a fami ly, are not subject to a rule of 80, 85,  90 or 
mu ltipl iers, current or future employment and contribution of others, legislative changes 
including increase in contributions by the employer or the employee, employees own both 
sides upon separation prior to retirement rather than just the employee side, provide 
flexib i l ity in choosing the investment risk level , don't rely on actuarial assumptions, 
substantial ly easier to manage from an admin istrative level ,  provide more cash in 
employee's pocket paycheck to paycheck because of lower contribution levels necessary ,  
and somewhat un ique, employees that retire and reenter the workforce wou ld have ful l  
access to their benefits based on their add itional contributions. Wou ld you agree those are 
benefits to a defined contribution? 

Stuart Saevelkoul I bel ieve some of those are benefits of some trad itional defined 
contribution plans. The leg islature has taken places to provide portabi l ity for those that are 
in the defined benefit plan with NO PERS. Regarding contribution increases, the defined 
contribution plan that exists now for our state employees, if in  essence if you pass this b i l l ,  
future contribution increases wi l l  sti l l  impact those employees. I th ink the remainder of your  
advantages spoke to the freedom and control over the fund . That flexibi l ity and power are 
not what our members are asking for. The defined benefit is so great because we have 
things l ike the state investment board that can go out and h i re people that can make asset 
a l locations that make sense for these employees. 

Rep. Scott Louser Do you know what the dollar amount of the unfunded l iabi l ity is? 

Stuart Saevelkoul I am not the authority on that, but my understand ing for NO PERS it is 
somewhere in the vicin ity of $600 mi l l ion . Our defined benefit plan is essentia l ly a l ready a 
hybrid p lan.  A lot of states are trying to switch to what NO already has. 

Rep. Marie Strinden It would take us longer to take us to 1 00%. Could you speak to that? 

Stuart Saevel koul  The bi l l  introduced by Rep . Scott Louser that you heard was in regard 
to the teachers' fund for retirement. He was attempting to make the TFFR to the same 
standard that NO PERS is trying to hold itself to. You asked if this bi l l was passed in its 
present form, would it hurt the fund? Yes, it would . If you real ly want to be about g iving 
employees choice, I can't see why you wouldn't see the intellectual honesty in lett ing those 
that opt it out back in 1 999 back in .  

Rep. Marie Strinden I am just assuming that if  we want the TFFR to emulate this fund ,  we 
would want this fund a lso to be 1 00% funded . 

Rep. Gai l  Mooney When we think of state employees, we think of those right here. Who 
are we talking about? 

Stuart Saevel koul State. employees range from the president of NDPEA, college faculty 
members ,  social workers, snow plow operators, etc. 

Josh Askvig, Associate State Director of Advocacy for AARP North Dakota, appeared 
in opposition.  Attachment 5 testimony was presented . (48:06-56:30) 
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Bi l l  Kalanek, Association for Public Employees, appeared in opposition. Attachment 6 
testimony was presented . (56:57-58:12) 

Rep. Vernon Laning How many members in your association? 

Bil l  Kalanek Approximately 1,000. 

Rep. Scott Louser If we could take some of the options suggested earlier and reflect those 
on the impl ications of the bi l l  as it is written,  amend it, pay for it, and a l low for new h i res to 
have a choice of defined benefit or defined contribution,  how do your  members feel about 
that? 

Bi l l  Kalanek The abi l ity to choose as it was presented in this bi l l  is kind of a one s ided 
choice as we came into it. 

Rep. Scott Louser If we gave a new choice for new h ires, how would your  members feel 
about that? 

Bil l  Kalanek I feel that would jeopard ize the long term status of the fund . 

Tom Ricker, NO AFL-CIO appeared in opposition .  I have participated in both a defined 
benefit and defined contribution plan. I have seen my defined contribution plan rol ler 
coaster. At one point I saw lose it 50% of its assets. I know where my defined benefit plan 
is and I know what it is going to be. 

Rep. Gary Paur If we switch to a defined contribution,  there would be several hundred 
mi l l ion dol lars worth of l iabi l ity? 

Sparb Col l ins If you get less people, you sti l l  have the same debt but it is just spread over 
a smal ler amount. 

Rep. Gary Paur Not total ly, because you would remove a lot of the l iabi l ity. 

Sparb Col l ins If everybody could leave, that would be correct. 

Rep. Gary Paur What would be the l iabi l ity left if everybody left? 

Sparb Col l ins The unfunded l iabi l ity in the plan today, what is left to be paid off is $870 
mil l ion . 

Rep. Gary Paur That includes the l iabi l ity of the people that are sti l l  working? 

Sparb Col l ins That is the unfunded portion. The funded is about $2 bil l ion . 

Rep. Gary Paur Don't they take their portion when they leave? 

Sparb Col l ins No. 
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Rep. Gary Paur How much money would it take to withdraw those people out of the 
system and pay for it? 

Sparb Col l ins $800 mi l l ion . 

Rep. Gary Paur Two years ago we raised the contributions, etc. and look at it again .  How 
much progress have we made in the past two years? 

Sparb Col l ins Two years ago the prospect that we faced was that the long term funded 
status of the plan was going to deteriorate to zero by 2040 or 2042 . What you approved 
last session was the first two years. What that accompl ished was two of the goals. It 
stopped the downward trend and it stabi l ized the plan at around the 50-60% over that 30 
year  period . 

Rep. Gary Paur Two years ago you were at about 64-65%? 

Sparb Col l ins Two years we were sti l l  recognizing the loss. Two years ago we were about 
70%.  

Rep. Scott Louser What was the rate of return in 201 2? 

Sparb Col l ins Our fiscal year is July 1 to June 30. It was about zero. The year  before was 
about 2 1 %. 

Rep. Scott Louser You said if we d idn't act last session, we would have been on the path 
to zero in 30 years. Tel l  us what would happen if we d idn't act and we were at zero. What 
becomes the obl igation? 

Sparb Col l ins There is a provision in state law that says this benefit is part of the 
contractual  relationship between the employer and the employee. That argues that this 
benefit is payable no matter what the assets are to the people. We had a smal l  p lan known 
as OASIS which ended up as a pay as you go plan. If you don't is the potential that a l l  of 
that plan comes up as pay as you go. 

Vice Chair Randy Boehning referred to an example that Brad Ramirez gave. How m uch 
wou ld he have to make up if he opted back in after ten years? 

Sparb Col l ins Right now you cannot do that. If g iven another election ,  it a l l  depends on 
the structure of that election.  

Rep. Gail  Mooney Up unti l 2008 how did the PERS fund look? 

Sparb Col l ins We got our first h it in 2000 with the tech market going down. We d ropped at 
that time from a l ittle over 1 00% funding status into the 90% level .  In 2008 we lost about 24 
1 /2 % .  

Hearing was closed . 
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Explanation or reason for introduction of bi l l/resolution : 

Relating to el igibi l ity to participate in the defined contribution retirement plan ;  relating to 
calcu lation of accumulated fund balances under the publ ic employees retirement system. 

Minutes: You may make reference to "attached testimony." 

Chairman Jim Kasper opened the session on HB 1 452. The amendment was handed 
out. Attachment 1. He gave an overview of defined benefit plans and what is going on 
national ly as wel l  as in the state of North Dakota . (End 4: 35) The orig inal b i l l  was going to 
open up the defined contribution plan to currently employed employees at their choice and 
it was going to open up the defined contribution plan for newly h i red employees also at their 
choice. The cost was in the $40-$60 mi l lion range. This amendment simply says that a l l  
newly h ired employees after Ju ly 30 ,  20 1 3  shal l be provided an opportunity to participate in 
a defined contribution p lan .  

Rep. Ben Koppelman Is there an employer provided defined contribution p lan as an 
a lternative? If they do choose to opt out of the defined benefit program,  would they have to 
their wages confiscated to fund it? 

Chairman Jim Kasper All currently hired employees are staying exactly where they are at. 
There is no abi l ity to opt out of the defined benefit plan .  For those newly hired employees 
after Ju ly 30, 20 1 3 , they wi l l  have a one- time option.  When you are elig ible to enrol l  in the 
reti rement plan, you either choose the defined benefit or defined contribution . You make 
one choice when your option is there and that is where you are going to stay. 

Rep. Ben Koppelman I understand . If I choose defined contribution,  is that managed by 
the same people that manage the other plan? What percentage of my income has to go 
into that every month i f  I do choose as a new employee to go the defined contribution 
route? 

Chairman Jim Kasper There is a defined contribution plan right now. The defined 
contribution formula is the same as what it currently is. 

Rep. Ben Koppelman That percentage of your income wouldn't change. 
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Chairman Jim Kasper No. 

Rep. Gail Mooney How wou ld the amendment affect the fiscal note? 

Chairman Jim Kasper I don't know because we can't get a fiscal note unti l the amendment 
passes. 

Rep. Karen Rohr What if the employee chooses not to participate in the defined benefit 
nor the defined contribution? 

Chairman Jim Kasper They have no choice. It is one or the other. 

Rep. Gary Paur We have raised the contribution requirements .  Would the defined 
contribution deposit requirements be the same? If we raise them for the defined benefit 
p lan ,  wou ld they also go up for the defined contribution? 

Chairman Jim Kasper The formula stays the same as it is for both plans. There are bi l ls 
floating around right now that wi l l  change some contribution levels in both . 

Rep. Jason Dockter made a motion to adopt the amendments. 

Rep. Karen Rohr seconded the motion .  

Rep. B i l l  Amerman Do you know what percentage of raise for state employees we are 
looking at th is biennium? 

Chairman Jim Kasper They are across the board in the Governor's budget. At this point, 
we don't know. 

A voice vote was taken and the motion carried to adopt the amendment. 

Rep. Scott Louser made a motion for a Do Pass as amended and rereferred to 
appropriations. 

Rep. Jason Dockter seconded the motion. 

A rol l  cal l  vote was taken and resulted in DO PASS AS AMENDED AND REREFERRED 
TO APPROPRIATIONS, 10-4. Rep. Scott Louser is the carrier of th is b i l l .  



Bill/Resolution No.: HB 1452 

FISCAL NOTE 
Requested by Legislative Council 

01/22/2013 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
1 1 d ·r r ·  t d  d t l  eve s an appropna tons an tctpa e un er curren 

2011-2013 Biennium 

aw. 
2013-2015 Biennium 

General Fund Other Funds General Fund Other Funds 

Revenues $0 $0 $0 

2015-2017 Biennium 

General Fund Other Funds 

$0 $0 $0 
Expenditures $0 $0 $9,440,000 $8,352,000 $9,440,000 $8,352,000 
Appropriations $0 $0 $0 $0 $0 

1 B. County, city, school district and township fiscal effect: Identify the fiscal effect on the appropriate political 
subdivision 

2011-2013 Biennium 2013-2015 Biennium 2015-2017 Biennium 

$0 

Counties $0 $4,368,000 $4,368,000 
Cities $0 $1,873,000 $1,873,000 
School Districts $0 $4,672,000 $4,672,000 
Townships $0 $0 

2 A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions 
having fiscal impact (limited to 300 characters). 

The proposed legislation would provide State employees, including judges, BCI law enforcement officers and 
National Guard employees, the opportunity to irrevocably elect to participate in the Defined Contribution Plan 
pursuant to rules adopted by the PERS board. 

$0 



B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which have fiscal 
impact. Include any assumptions and comments relevant to the analysis. 

The increase is due to having fewer members in the various retirement plans to pay off the unfunded liability. This 
bill would allow existing and new state employees the opportunity to elect out of the existing retirement plan and join 
the defined contribution retirement plan. The above assumes that 15% of the existing members would elect to 
transfer and 1 0% of newly hired employees annually thereafter (these estimates assume the recovery plan will be 
adopted and therefore these amounts would be in addition to recovery plan estimates). At this level, contributions 
would need to increase by 1 .66% of payroll to support this option for the Main/hybrid plan. This would have a total 
biennium cost of $28.6 million. When this option was originally offered to non-classified state employees in 1 999 , 
38% elected to transfer. Over the last 10 years about 1 6% of newly hired employees elected to transfer to the DC 
plan and over the last 5 years this fell to about 7.8% . The above projections use a lower election rate for existing 
employees due to the current economic conditions. Assuming these election rates , the number of members in the 
existing defined benefit/hybrid plans would decrease, while the unfunded liability would not go down proportionately. 
Consequently there would be fewer members to pay off the remaining unfunded liability. Therefore, the contribution 
amount required from those remaining is higher in order to generate approximately the same amount of revenue to 
make the necessary payments to pay off the unfunded liability. The second area contributing to the actuarial effect is 
that existing employees are allowed to transfer the full present value of their accrued benefit. This would result in a 
transfer of assets greater than the assets that currently support the benefit, causing the plan to take a loss for each 
member transferring that would need to be paid by increased contributions from those remaining. If this provision 
was modified to make it present value less unfunded liability it would reduce the cost for the main hybrid plan. If we 
assumed that the number making this election to transfer was annually 10% of the existing members and 5% of the 
new hires, then the main hybrid plan contributions would need to increase by .95% to support this option at the level 
for the Main/hybrid plan. This would have a total biennium cost of $16.4 million. Alternatively, if we assume that 20% 
of the existing members elect to transfer and 15% of the new hires then contributions would need to increase by 
2.42% in the Main/Hybrid Plan. This would have a total biennium cost of $4 1 .7 million. As illustrated, the cost varies 
substantially depending on the number electing to transfer. This transfer risk will be an ongoing risk for the plan if 
this bill is adopted and may cause contribution requirements to vary substantially. 

3. State fiscal effect detail: 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. 

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

The effective date of the bill is 8/ 1 /20 1 3  and its provisions would be implemented when administrative rules are 
promulgate pursuant to the bill. From this date forward the number of state employees in the existing defined 
benefit/hybrid plan will start to decrease. The actuary has determined that this declining membership will mean the 
remaining members will need a higher contribution to raise approximately the same amount of funds to pay off the 
unfunded liability. These actuarial effects will start to take place with the implementation of the bill. If contributions 
are not increased, funds are not appropriated, and the actuarial assumptions are not met, the additional contribution 
for the remaining members will continue to accrue and roll over into future bienniums for additional payment. In 
addition, NDPERS estimates additional administration expenses for printing, mailings, meetings, etc. of $1 06,000. 

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund 
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether 
the appropriation is also included in the executive budget or relates to a continuing appropriation. 

The bill as proposed does not appropriate funds to pay the additional cost identified above. If appropriated, 
retirement contributions would need to be increased for the state and political subdivisions by 1.66% , assuming 1 5% 
of the existing members transfer and 1 0% of the new hires, or .95%, assuming 1 0% of the existing members 
transfer and 5% of the new hires, or 2.42% if 20% of the existing members transfer and 1 5% of the new hires. 
Contribution requirements for the other smaller system would need to change as well. At the level of 1 5% of the 
existing members and 1 0% of the new hires, the Judges contribution would need to go up by 1 .64%, the law 
enforcement contribution would need to go up .76% and National Guard would need to go up .46%. 
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Prepared by the Legislative Counci l  staff for 
Representative Kasper 

February 7, 201 3  

PROPOSED AMEN DMENTS TO HOUSE BILL NO.  1 452 

Page 1 ,  l i ne 2, replace the first "and" with a comma 

Page 1 ,  l i ne 2, after "54-52.6-02" insert " ,  and 54-52.6- 1 5" 

Page 2, l ine 1 2, replace "elects to participate i n  the retirement plan under this chapter" with "is 
h i red after Ju ly 30, 201 3" 

Page 6, l i ne 3, remove "The board shall provide an" 

Page 6 ,  remove l ines 4 and 5 

Page 6, l i ne 6, replace "pursuant to ru les adopted by the board . "  with "At the time of h ire the 
board shal l  provide an opportunity for an el igible employee to elect to participate i n  the 
defined contribution retirement plan under this chapter in l ieu of the publ ic employees 
retirement system under chapter 54-52, pursuant to rules adopted by the board . A new 
h i re may exercise this election anytime from the time of hire unti l the expiration of thirty 
days fol lowing the completion of a probationary period. If an el igible employee's terms 
of employment do not provide for a probationary period, that el igible employee has 
thirty days fol lowing the first day of employment within which to exercise this e lection . "  

Page 6 ,  l i ne  6 ,  remove "a member of  the publ ic" 

Page 6, l ine 7, replace "employees retirement system under chapter 54-52 to transfer to" with 
"an el igible employee to participate in"  

Page 6 ,  l ine 8 ,  remove "For an ind ividual who" 

Page 6 ,  l i ne 9, replace "elects to transfer" with " I n  the case of an el igible employee who makes 
an election after the date of hire, the election wi l l  have the effect of that el igible 
employee transferring" 

Page 6 ,  l i ne 1 0, after the underscored comma insert "and" 

Page 7 ,  after l ine 21 , i nsert: 

"SECTION 4. AMENDMENT. Section 54-52.6- 15  of the North Dakota Century 
Code is amended and reenacted as fol lows: 

54-52.6-1 5. Board to provide information. 

The board shall provide information to new h ires and employees who are 
el igible to elect to become participating members under this chapter. The i nformation 
must include at a min imum the employee's current account balance ,  the assumption of 
i nvestment risk under a defined contribution retirement plan , adm i n istrative and 
i nvestment costs, coord ination of benefits information, and a com parison of projected 
reti rement benefits under the publ ic employees reti rement system under chapter 54-52 
and the retirement plan establ ished under this chapter. Notwithstan ding any other 
provision of law, the board is not l iable for any election or i nvestment decision made by 
an employee based upon information provided to an employee u n der this chapter. " 

Renumber accordingly 

Page No.  1 
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201 3 HOUSE STANDING COMMITTEE 
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BILL/RESOLUTION NO. y ':> ;r--
House Government and Veterans Affairs 

D Check here for Conference Committee 

Legislative Counci l  Amendment Number 

Committee 

Action Taken: D Do Pass D Do Not Pass D Amended ¢ Adopt Amendment 

D Rerefer to Appropriations D Reconsider 

Motion Made By _ _____j/J!.Ad'-'-·�---_· _ _ _  Seconded By _ _Q_-+�.;:.__:_ ______ _ 

Representatives Yes No Representatives Yes No 
Chairman J im Kasper Rep. Bi l l  Amerman 
Vice Chairman Randy Boehning Rep. Gail Mooney 

� Re_p_. Jason Dockter Rep. Marie Strinden 
Rep. Karen Karls Rep. Steven Zaiser fi 
Rep. Ben Koppelman )r 
Rep. Vernon Laning rJ %L) tA � Rep. Scott Louser I t.//' 

J
vv f'l;t 

Rep. Gary Paur \K � 1 · v 1AJ 
Rep. Karen Rohr \ J v \(') f\ � ,r _[" ./v 
Rep. Vicky Steiner \ J v\J_._ � IV .J" f j 

Total (Yes) No ---------- ---------------

Absent 

Floor Assignment 

I f  the vote is on an amendment, briefly indicate intent: 
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Committee 
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� Amended D Adopt Amendment 
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Chairman J im Kasper >£.- Rep. Bi l l  Amerman ')L 
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Rep. Vicky Steiner ''-,( 
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Com Standing Committee Report 
February 11, 2013 11:56am 

Module ID: h_stcomrep_25_020 
Carrier: Louser 

Insert LC: 13.0405.02001 Title: 03000 

REPORT OF STANDING COMMITTEE 
HB 1452: Government and Veterans Affairs Committee (Rep. Kasper, Chairman) 

recommends AMENDMENTS AS FOLLOWS and when so amended, recommends 
DO PASS and BE REREFERRED to the Appropriations Committee ( 1  0 YEAS, 
4 NAYS, 0 ABSENT AND NOT VOTING).  HB 1 452 was placed on the Sixth order on 
the calendar. 

Page 1 ,  l ine 2 ,  replace the first "and" with a comma 

Page 1 ,  l ine 2,  after "54-52.6-02" insert " ,  and 54-52 .6-1 5" 

Page 2 ,  l ine 1 2, replace "elects to participate in the retirement plan under this chapter" with 
"is hired after July 30. 201 3" 

Page 6, l ine 3, remove "The board shall provide an" 

Page 6,  remove l ines 4 and 5 

Page 6, l ine 6, replace "pursuant to rules adopted by the board ."  with "At the time of h ire the 
board shall provide an opportunity for an eligible employee to elect to participate in  
the defined contribution retirement plan u nder this chapter in l ieu of the public 
employees retirement system under chapter 54-52, pursuant to rules adopted by the 
board . A new hire may exercise this election anytime from the time of h ire u ntil the 
expiration of thirty days fol lowing the completion of a probationary period. If an 
el igible employee's terms of employment do not provide for a probationary period. 
that el igible employee has thirty days following the first day of employment within 
which to exercise this election . "  

Page 6, l i ne  6 ,  remove "a  member of  the public" 

Page 6, l ine 7, replace "employees retirement system under chapter 54-52 to transfer to" 
with "an el igible employee to participate in" 

Page 6,  l ine 8 ,  remove "For an individual who" 

Page 6, l ine 9, replace "elects to transfer" with " In  the case of an el igible employee who 
makes an election after the date of hire. the election wil l  have the effect of that 
el igible employee transferring" 

Page 6,  l ine 1 0, after the underscored comma insert "and" 

Page 7, after l ine 2 1 ,  insert: 

"SECTION 4. AMENDMENT. Section 54-52 .6-1 5 of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52.6-15. Board to provide information. 

The board shall provide information to new hires and employees who are 
el igible to elect to become participating members under this chapter. The information 
must include at a minimum the employee's current account balance, the assumption 
of investment risk u nder a defined contribution retirement plan, admin istrative and 
investment costs, coordination of benefits information, and a comparison of projected 
retirement benefits under the public employees retirement system u nder chapter 
54-52 and the retirement plan established under this chapter. Notwithstanding any 
other provision of law, the board is not liable for any election or investment decision 
made by an employee based upon information provided to an employee u nder this 
chapter. " 

Renumber accord ingly 

(1) DESK (3) COMMITIEE Page 1 h_stcomrep_25_020 
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201 3 HOUSE STANDING COMMITTEE M I N UTES 

House Appropriations Committee 
Roughrider Room , State Capitol 

HB 1 452 
2/1 4/1 3 

Job 1 9000 and 1 9009 

D Conference Committee 

Committee Clerk Signature 

Explanation or reason for introduction of bi l l/resolution:  

A B ILL for an Act to amend and reenact subsection 4 of section 54-52-0 1 and sections 
54-52 .6-0 1 ,  54-52 .6-02 , and 54-52 .6-1 5 of the North Dakota Century Code, relating to 
el ig ib i l ity to participate in the defined contribution retirement plan; and to repeal section 
54-52.6-03 of the North Dakota Century Code, relating to calcu lation of accumulated fund 
balances under the public employees retirement system. 

Minutes: You may make refere 

Recording job 1 9000 
Rep. Jim Kasper, District 46: I ntroduced the bi l l .  

Chairman Delzer: Did you ask, on the orig inal Fiscal Note if the expend iture side is the 
money that wou ld actually go into defined contributions? It's not actual add itional cost, it's 
just going to a d ifferent spot? 

Rep.  Kasper: The way the actuaries have designed how they g ive us reports, for future 
projections in the defined benefit plan they are assuming ongoing contributions. 

Chairman Delzer: I understand that wi l l  be considered a detriment to the defined benefit 
p lan .  On the expenditure side, how are they coming up with that? It's going into defined 
contributions instead of defined benefits, but it's not actual additional cost. 

Rep. Kasper: No, I bel ieve the contributions wou ld be the same. 

Rep. Grande: You come up with the expenses on this because the actuaries and PERS 
count on a l l  new employees to pay for the current employees' retirements. 

Rep. Guggisberg :  When this came through the employee benefits interim committee, I 
asked why weren't a l lowing employees the choice to go from defined contribution to defined 
benefit; Sparb Col l ins said it would help the plan . There are employees that would l ike to 
make the move. Have you considered al lowing that with an amendment? 

Rep. Kasper: The way it would affect the plan in a positive way is if you were in the defined 
benefit plan and you choose to move to the defined contribution plan ,  you have two 



House Appropriations Committee 
H B  1 452 
2/1 4/1 3 
Page 2 

theoretical accounts. You have your theoretical account of what is there to fund your 
retirement benefit, and you have your theoretical account of where we're short. You have 
two numbers .  Sparb was saying we wil l  a l low you to move to the defined contribution plan 
but you're going to take the smaller amount. The unfunded l iabi l ity that is theoretical ly going 
to be funded down the road, that stays with the defined benefit plan. That would benefit the 
plan. We could have gotten to a zero cost if we would have done that, but what employee 
in their right mind would leave 40% of their potential retirement benefit in the defined 
benefit plan? It wouldn 't have worked . When you open it up and let prior employees move 
from defined benefit to defined contribution , now the actuary says, what if 1 0% move? 
1 5%? Now you're looking at $30-60M of cost. It's not going any place unti l this leg islative 
body makes a decision to do something d ifferent. 

Chairman Delzer: Further questions? Thank you .  The committee took a short recess. 

Recording job 1 9009 
Chairman Delzer: Financially there aren't a whole lot of questions about th is, it's just 
whether or not we want to al low new hires the option of being on a defined contribution 
p lan,  or not; it doesn't force them in any way, it just al lows them the option . 

Rep. Boe: Has this been tried before? 

Chairman Delzer: We al low it for the unclassified positions, but we've never had it done for 
the classified . 

Rep. Streyle moved Do Pass on HB 1 452 , seconded by Rep. Kempenich. 

Rep. G lassheim :  The discussion last year was moving away from defined benefit. 
Undermin ing the defined benefit program would cost the state mi l l ions of dol lars in the long 
run .  The effect would be to diminish the percentage needed for long term viabi l ity as people 
leave it. We're setting ourselves up for greater deficits to make up in 1 0 , 20 years .  

Chairman Delzer: At some point in time, the state has to pay the amount to cover that, 
when there is a change. This does not force it, it a l lows. The issue on defined contributions 
is that it is your money and you take it with you when you leave. With defined benefits, if 
you leave too early, you don't take it with you .  

Rep. Dosch :  These plans are dangerous, and this shows why no one in the private sector 
does this anymore. At least this g ives them the option ;  if we don't do something ,  nothing wi l l  
change. I see nothing wrong with giving people an option.  

Chairman Delzer: Further discussion? Seeing none, a rol l  cal l  vote was done. The motion 
carried 1 6  Yes, 6 No, 0 Absent. Rep. Streyle will be our carrier, but we will return it back to 
the pol icy carrier. 



Amendment to: HB 1 452 

FISCAL NOTE 
Requested by Legislative Council 

0211212013 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
I I d 

. 
f f . t d d t l  eve s an appropna 1ons an ICJPa e un er curren aw. 

2011·2013 Biennium 2013-2015 Biennium 

General Fund Other Funds General Fund Other Funds 

Revenues $0 $0 $0 

2015-2017 Biennium 

General Fund Other Funds 

$0 $0 $0 

Expenditures $0 $0 $6,028,000 $5,278,500 $6,028,000 $5,278,500 

Appropriations $0 $0 $0 $0 $0 

1 B. County, city, school district and township fiscal effect: Identify the fiscal effect on the appropriate political 
subdivision 

2011·2013 Biennium 2013·2015 Biennium 2015·2017 Biennium 

$0 

Counties $0 $2,792,500 $2,792,500 

Cities $0 $1 '1 97,500 $1,197,500 

School Districts $0 $2,986,500 $2,986,500 

Townships $0 $0 

2 A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions 
having fiscal impact (limited to 300 characters). 

$0 

The proposed legislation would provide NEW State employees, including judges, BCI Iaw enforcement officers and 
National Guard employees, the opportunity to irrevocably elect to participate in the Defined Contribution Plan 
pursuant to rules adopted by the PERS board. 

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which have fiscal 
impact. Include any assumptions and comments relevant to the analysis. 

The increase is due to having fewer members in the various retirement plans to pay off the unfunded liability. This 
bill would allow new state employees the opportunity to elect out of the existing retirement plan and join the defined 
contribution retirement plan. The above assumes that 1 0% of the new members would elect to transfer (these 
estimates assume the recovery plan will be adopted and therefore these amounts would be in addition to recovery 
plan estimates). At this level, contributions would need to increase by 1 .06% of payroll to support this option for the 
Main/hybrid plan. This would have a total biennium cost of $1 8.3 million. Over the last 1 0  years about 1 6% of newly 
hired nonclassified employees elected to transfer to the DC plan and over the last 5 years this fell to about 7.8% . 
Assuming these election rates, the number of members in the existing defined benefit/hybrid plans would decrease, 
while the unfunded liability would not go down proportionately. Consequently there would be fewer members to pay 
off the remaining unfunded liability. Therefore, the contribution amount required from those remaining is higher in 
order to generate approximately the same amount of revenue to make the necessary payments to pay off the 
unfunded liability. If we assumed that the number making this election to transfer was annually 5% of the new hires, 
then the main hybrid plan contributions would need to increase by .58% to support this option at the level for the 
Main/hybrid plan. This would have a total biennium cost of $10.0 million. Alternatively, if we assume that 1 5% of the 
new hires, then contributions would need to increase by 1 .57% in the Main/Hybrid Plan. This would have a total 
biennium cost of $27.0 million. As illustrated, the cost varies substantially depending on the number electing to 
transfer. This transfer risk will be an ongoing risk for the plan if this bill is adopted and may cause contribution 
requirements to vary substantially. 



3. State fiscal effect detail: 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. 

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

The effective date of the bill is 8/1 /201 3 and its provisions would be implemented when administrative rules are 
promulgate pursuant to the bill. From this date forward the number of state employees in the existing defined 
benefiUhybrid plan will start to decrease. The actuary has determined that this declining membership will mean the 
remaining members will need a higher contribution to raise approximately the same amount of funds to pay off the 
unfunded liability. These actuarial effects will start to take place with the implementation of the bill. If contributions 
are not increased, funds are not appropriated, and the actuarial assumptions are not met, the additional contribution 
for the remaining members will continue to accrue and roll over into future bienniums for additional payment. In 
addition, NDPERS estimates additional administration expenses for printing, mailings, meetings, etc. of $22,000. 

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund 
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether 
the appropriation is a/so included in the executive budget or relates to a continuing appropriation. 

The bill as proposed does not appropriate funds to pay the additional cost identified above. If appropriated, 
retirement contributions would need to be increased for the state and political subdivisions by 1 .06%, assuming 1 0% 
of the new hires transfer, or .58%, assuming 5% of the new hires transfer, or 1 .57% if 1 5% of the new hires transfer. 
Contribution requirements for the other smaller systems would need to change as well. At the level of 1 0% of the 
new hires, the Judges contribution would need to go up by 1 .07%, the law enforcement contribution would need to 
go up :52% and National Guard would need to go up .34%. 

Name: Sparb Collins 

Agency: NDPERS 

Telephone: 701 -328-3900 

Date Prepared: 01 /28/201 3  



Bill/Resolution No.: HB 1 452 

FISCAL NOTE 
Requested by Legislative Council 

01/22/2013 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
I I d 

. t' f . t d d t l  eve s an appropna rons an rctpa e un er curren aw. 
2011-2013 Biennium 2013-2015 Biennium 

General Fund Other Funds General Fund Other Funds 

Revenues $0 $0 $0 

2015·2017 Biennium 

General Fund Other Funds 

$0 $0 $0 

Expenditures $0 $0 $9,440,000 $8,352,000 $9,440,000 $8,352,000 

Appropriations $0 $0 $0 $0 $0 

1 B. County, city, school district and township fiscal effect: Identify the fiscal effect on the appropriate political 
subdivision 

2011·2013 Biennium 2013·2015 Biennium 2015·2017 Biennium 

$0 

Counties $0 $4,368,000 $4,368,000 

Cities $0 $1 ,873,000 $1 ,873,000 

School Districts $0 $4,672,000 $4,672,000 

Townships $0 $0 

2 A. am and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions 
having fiscal impact (limited to 300 characters). 

The proposed legislation would provide State employees, including judges, SCI law enforcement officers and 
National Guard employees, the opportunity to irrevocably elect to participate in the Defined Contribution Plan 
pursuant to rules adopted by the PERS board. 

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which have fiscal 
impact. Include any assumptions and comments relevant to the analysis. 

$0 

The increase is due to having fewer members in the various retirement plans to pay off the unfunded liability. This 
bill would allow existing and new state employees the opportunity to elect out of the existing retirement plan and join 
the defined contribution retirement plan. The above assumes that 1 5% of the existing members would elect to 
transfer and 1 0% of newly hired employees annually thereafter (these estimates assume the recovery plan will be 
adopted and therefore these amounts would be in addition to recovery plan estimates). At this level, contributions 
would need to increase by 1 .66% of payroll to support this option for the Main/hybrid plan. This would have a total 
biennium cost of $28.6 million. When this option was originally offered to non-classified state employees in 1 999, 
38% elected to transfer. Over the last 1 0  years about 1 6% of newly hired employees elected to transfer to the DC 
plan and over the last 5 years this fell to about 7.8% . The above projections use a lower election rate for existing 
employees due to the current economic conditions. Assuming these election rates, the number of members in the 
existing defined benefiVhybrid plans would decrease, while the unfunded liability would not go down proportionately. 
Consequently there would be fewer members to pay off the remaining unfunded liability. Therefore, the contribution 
amount required from those remaining is higher in order to generate approximately the same amount of revenue to 
make the necessary payments to pay off the unfunded liability. The second area contributing to the actuarial effect is 
that existing employees are allowed to transfer the full present value of their accrued benefit. This would result in a 
transfer of assets greater than the assets that currently support the benefit, causing the plan to take a loss for each 
member transferring that would need to be paid by increased contributions from those remaining. If this provision 
was modified to make it present value less unfunded liability it would reduce the cost for the main hybrid plan. If we 
assumed that the number making this election to transfer was annually 1 0% of the existing members and 5% of the 
new hires, then the main hybrid plan contributions would need to increase by .95% to support this option at the level 
for the Main/hybrid plan. This would have a total biennium cost of $1 6.4 million. Alternatively, if we assume that 20% 
of the existing members elect to transfer and 1 5% of the new hires then contributions would need to increase by 
2.42% in the Main/Hybrid Plan. This would have a total biennium cost of $41 .7 million. As illustrated, the cost varies 



substantially depending on the number electing to transfer. This transfer risk will be an ongoing risk for the plan if 
this bill is adopted and may cause contribution requirements to vary substantially. 

3. State fiscal effect detail: 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. 

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

The effective date of the bill is 8/1 /201 3 and its provisions would be implemented when administrative rules are 
promulgate pursuant to the bill. From this date forward the number of state employees in the existing defined 
benefit/hybrid plan will start to decrease. The actuary has determined that this declining membership will mean the 
remaining members will need a higher contribution to raise approximately the same amount of funds to pay off the 
unfunded liability. These actuarial effects will start to take place with the implementation of the bill. If contributions 
are not increased, funds are not appropriated, and the actuarial assumptions are not met, the additional contribution 
for the remaining members will continue to accrue and roll over into future bienniums for additional payment. In 
addition, NDPERS estimates additional administration expenses for printing, mailings, meetings, etc. of $1 06,000. 

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund 
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether 
the appropriation is also included in the executive budget or relates to a continuing appropriation. 

The bill as proposed does not appropriate funds to pay the additional cost identified above. If appropriated, 
retirement contributions would need to be increased for the state and political subdivisions by 1 .66%, assuming 1 5% 
of the existing members transfer and 1 0% of the new hires, or .95%, assuming 1 0% of the existing members 
transfer and 5% of the new hires, or 2.42% if 20% of the existing members transfer and 1 5% of the new hires. 
Contribution requirements for the other smaller system would need to change as well. At the level of 1 5% of the 
existing members and 1 0% of the new hires, the Judges contribution would need to go up by 1 .64%, the law 
enforcement contribution would need to go up .76% and National Guard would need to go up .46%. 

Name: Sparb Collins 

Agency: NDPERS 

Telephone: 701 -328-3900 

Date Prepared: 01 /28/201 3  



Date: 0{1 Lf!J 3 
Roll Call Vote #: ---L..---

House Appropriations 

201 3  HOUSE STAN D I NG COMMITTEE 
ROLL CALL VOTES 

BILL/RESOLUTION NO. I�� 1.--

D Check here for Conference Committee 

Legislative Counci l  Amendment N umber 

Committee 

Action Taken:  � Do Pass D Do Not Pass D Amended D Adopt Amendment 

D Rerefer to Appropriations D Reconsider 

Motion Made By ��· �Mj k 
Representatives 

Chairman Delzer 
Vice Chairman Kempenich 
Rep. Bel lew 
Rep. Brandenburg 
Rep. Dosch 
Rep. Grande 
Rep. Hawken 
Rep. Kreidt 
Rep. Martinson 
Rep. Monson 
Rep. Nelson 
Rep. Pol lert 
Rep. Sanford 
Rep. Skarphol 

Total Yes l(p 
Absent 0 

Yes 
X 
)t' x 

X: 
)( 
)( 
X 
X 

y 
'X 
)( 
X 
)( 

Floor Assignment �QQ. Sf-ret ({ 

Seconded By �Pf· /�fiMfc.h 
N o  Representatives Yes 

Rep. Streyle A" 
Rep. Thoreson ;\ 
Rep. Wieland )( 

Rep. Boe 
Re12_. Glassheim 
Rep. Guggisberg 

X Rep. Holman 
Rep. Wi l l iams 

No 

If the vote is on an amendment, briefly indicate i ntent: 

No 

)( 
)( 
)( 

X 
X 



Com Standing Committee Report 
February 15, 2013 8:11am 

Module ID: h_stcomrep_29_010 
Carrier: Streyle 

REPORT OF STANDING COMMITTEE 
HB 1452, as engrossed: Appropriations Committee (Rep. Delzer, Chairman) 

recommends DO PASS ( 1 6  YEAS, 6 NAYS, 0 ABSENT AND NOT VOTING).  
Engrossed H B  1 452 was placed on the Eleventh order on the calendar. 

(1) DESK (3) COMMITTEE Page 1 h_stcomrep_29_01 0 



2013 SENATE GOVER NMENT A N D  VETERA NS AFFAIRS 

HB 1452 



201 3  S ENATE STAN DING COMMITTEE M I N UTES 

Senate Government and Veterans Affairs Committee 
Missouri River Room , State Capitol 

HB 1 452 
03/07/201 3 

Job Number 1 957 4 

0 Conference Committee 

Committee Clerk Signature �� 
Explanation or reason for introduction of bi l l/resolution : 

A BILL for an Act relating to el igibi l ity to participate in the defined contribution retirement plan; 
relating to calculation of accumulated fund balances under the publ ic employees retirement system .  

Minutes: 

Chairman Dever: Opened the hearing on HB 1 452 . 

Representative Bette Grande, District 41 : Testified in support of the b i l l .  (Prime sponsor 

Kasper was not present yet so testified on general points of the bil l and left the detai led 

explanation to Kasper) This bill is the opportun ity for new employees into the Publ ic 

Employees Retirement System to have the opportunity to opt into a defined contribution 

plan verses into the defined benefit plan. This would be a one-time option upon h i re. There 

are concerns over the fiscal note due to the fact that these are not even employees and 

how they would affect a PERS DB plan. We have actuaries that are assuming that the 

contributions over normal costs wil l help pay for the unfunded l iabi l ity even before you are 

employed . When you think about that, it seems a bit odd ,  and it should . You can think of it 

l ike the social security system.  We are taking normal costs and adding on contribution 

costs and paying out into the future with that . This new person coming in, even though 

they work for five years and receive nothing for that because they are not vested unti l that 

time frame, they are kicking in all that money and it is paying for someone else's retirement, 

not their own . Does that work for you? It is kind of a backwards way to do things. I want 



Senate Government and Veterans Affai rs Committee 
H B  1 452 
03/07/201 3  
Page 2 

you to real ized that if th is is going to be the fiscal note and it is going to be so costly to this 

plan, that maybe we have some great flaws in the defined benefit plan. This has been a 

d iscussion over many years. The hiring of someone is to cover unfunded l iabi l ity costs. It 

is the great unfunded l iabi l ity and how we should handle it that is the issue. Currently the 

actuaries say that normal cost is 1 0% and we are currently putting in 1 2% and if SB 2059 is 

passed , we are going to be up to 1 6% of salary going into this retirement. 1 0% could be 

going to someone's retirement, but another 6% of your salary is being pul led out and 

paying for someone else on the end game. You are seeing many states moving away from 

these p lans. That is why you have the social security d iscussion of getting some of the 

young peop le out of the plan in order to decrease the end game l iabi l ity. What needs to be 

taken into effect with these numbers that are not on this fiscal note is what the decrease in 

the unfunded l iabi l ity is when you don't put more people into a fai l ing plan . I ask you to 

consider this option for the new employee to participate in their  own retirement. 

(7: 1 5) Representative Kasper, District 46 : Testified as sponsor and in support of the bi l l .  

Explained the bi l l  by walking through the bi l l  page by page. 

( 1 3 :47) Senator Cook: You said that the language that is deleted in Section 3 is not 

needed ; isn't that language that al lows an existing state employee to move from a defined 

benefit to a defined contribution plan? 

Representative Kasper: That is correct and we are repeal ing that. Current employees can 

move from the defined benefit from the defined contribution and this repeals it. 

Senator Cook: So you are making it avai lable for only new employees then? 

Representative Kasper: Correct. 

Senator Cook: Then th is wi l l  have a financial effect on the defined benefit plan today. 
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Page 3 

Representative Kasper: We always get our actuarial reports which I have seen on the 

fiscal note and we are talking about the unfunded l iabi l ity and the actuarial assumption that 

all newly hired employees are going to be participating with contributions to the unfunded 

l iabi l ity and this would remove those dol lars that would have potentia l ly gone into the 

defined benefit plan to reduce the unfunded l iabi l ity. 

Senator Cook: You have no appropriation in here for money to try to keep the defined 

benefit plan at its current fiscal sum. Is that your intent to just make it up with increased 

contributions when it becomes less actuarial sound? Or is it that the state has to hold 

some of that harmless? 

Representative Kasper: We just heard SB 2059 on the House side wh ich addresses the 

unfunded l iabi l ity with increased employer and employee contributions. When you look at 

that increased funding if that occurs, the dollar amounts here are very insign ificant when we 

look at the total cost of the fund . Therefore I am not making any appropriations for the 

fiscal note. I th ink the amount of increased contributions wi l l  take care of that over time. 

Not only increased contributions, but h igher earnings of the fund . As you know, the 

actuaries when they are making these assumptions are making a five year rol l ing average 

of the earn ings of the fund. We are just beginning to come out of the 2007 to 2009 huge 

down market. As we get r id of the last two years of slow moving earn ings, and get into the 

new market that has recovered substantia l ly, I think the earnings on the fund will more than 

make up for this fiscal note. 

Vice Chairman Berry: That language that repeals the abi l ity to switch , is that basically the 

pol icy going forward for stabi l ity? 

Representative Kasper: I think that is a good assumption. The problem in moving back 

and forth is that it affects the future projected earnings of the fund.  If the idea is that we 
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somehow terminate the defined benefit plan in the future and only al low new hires to go  

i nto the defined contribution plan , this i s  a voluntary. I would have preferred to make it 

mandatory but I don't th ink that bi l l  would have passed the house. 

Vice Chairman Berry: If in  fact it was made mandatory for all to be defined contribution ,  

what would be the state's l iabi l ity? 

Representative Kasper: I have had those types of d iscussions over numerous days with 

Sparb Coll ins a couple of weeks ago. We had all kinds of projections if we did just that. 

The cost was anywhere from $36 mil l ion to $66 mil l ion depend ing on how it was structured. 

We are not going that route right now, but it was not that large. I think in the last leg islative 

session there was a bi l l  that would have required newly h ired participants to go into the 

defined contribution only and we were talking about setting aside a lump sum amount to 

cover the unfunded l iabi l ity. That bi l l  fa i led . 

Representative Grande: Explained the repealer section. 

Senator Cook: Only new employees. 

Representative Grande: Currently new employees that are unclassified can do this. We 

are going to say that classified and unclassified can do th is. They are taking out the 

unclassified language and they are putting in al l  employees . 

(21 : 1 5)Sharon Schiermeister, Chief Operating Officer, North Dakota Public 

Employees Retirement System : See Attachment #1 for testimony in neutra l  position on 

the b i l l .  

(41 :40)Stuart Savelkoul, Executive Director, NDPEA: See Attachment #2 for testimony 

in opposition to the bi l l .  

(47 :55)Jolene Rohde, Impairment Auditor at Workforce Safety and Insurance: See 

Attachment #3 for testimony in opposition to the b i l l .  
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(54:45)Chairman Dever: Was this option provided in the House hearing? 

Jolene Rohde: No. 

Stuart Savelkoul : Yes it was but it was resisted . 

(55:03)Tami Olson, WSI Employee: See Attachment # 7 for testimony in opposition to the 

b i l l .  

(59 : 1 5)Jeanine Doerr, prior WSI Employee and current employee of Job Service 

North Dakota : See Attachment # 4 for testimony in opposition to the bi l l .  

( 1  :06:05) Chairman Dever: When you moved to Job Service, do you continue on your  

defined contribution plan? 

Jeanine Doerr: That is correct. I am not permitted to switch . 

( 1  :06 :48) Bi l l  Kalanek, Association for Public Employees: See Attachment #5 for 

testimony in opposition to the bi l l .  

( 1  :08:25) Josh Askvig, AARP of North Dakota : See Attachment # 6 for testimony in 

opposition to the b i l l .  

NDEA stood in opposition to the bi l l .  

Chairman Dever: Closed hearing on HB 1452 . 
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Committee Clerk Signature 

Minutes: 

Chairman Dever: Opened HB 1452 for committee discussion. See Attachments #1A ,  #1 B ,  

and #1 C for proposed amendments. 

Committee Discussion:  The committee discussed the purpose of the bi l l .  SB 2059 was 

the second half of the recovery plan for PERS that we passed in the Senate in the first half 

and then it fa i led i n  the House. The amendments proposed wi l l  put SB 2059 back into this 

b i l l .  There is a negative effect in th is bi l l  without SB 2059. SCR 3003 is a constitutional 

resolution that wi l l  cap the foundation aid stabil ization fund and put money into a special 

fund and as I understand it for the purpose of restoring the pension p lan when it h its zero. 

Which in Chairman Dever's view it is l ikely to happen at some point without SB 2059. The 

issues of the defined benefit plan in regards to all of these bi l ls were d iscussed and what 

the options are with the amendments that had been drafted . The com mittee agreed that it is 

an issue that a solution needs to be found to before the session ends.  

(9:40)Sparb Coll ins, PERS: See Attachment #2 for a copy of a graph that shows what HB 

1452 with the recovery plan (HB 2059) does for the status of the plan .  The g reen l ine 

represents what would have happened if HB 2059 was passed and the remain ing l ines 

depict d ifferent percentages from there. There is no indication of how many people wil l 

switch . 
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( 1 4:47)Committee Discussion: The committee asked a few questions in regards to the 

chart. 

( 1 5 :30) Sparb Col l ins: See Attachment #3 for a copy of a graph that shows what wou ld 

happen if HB  1452 was passed without the recovery plan (HB 2059). The unfunded l iabi l ity 

wou ld decrease and the unfunded l iabi l ity would be greater than $6 bi l l ion .  

( 1 6 :30) Senator Cook: What k ind of participation are we seeing with our defined benefit 

hybrid plan? 

Sparb Coll ins: Everyone goes into it except non-classified employees get the opportun ity 

to opt out. We have about 20,000 people in that plan. When we get a new person they do 

not bring an unfunded l iab i l ity to us. It is just what has accrued for the past participants. 

Chairman Dever: Do I recal l  correctly that the 20,000 is about 7 ,500 to 8 , 000 state 

employees and the rest are pol itical subs? 

Sparb Coll ins: I t is about 50/50. That is one of the things that makes th is cheaper. If the 

defined contribution option was offered to everyone else besides state employees, it wou ld 

be even more expensive. If you offer for everyone to leave and they do, you are going to 

have a huge headache. Our 5 year average for people opting to leave is about 6-7%. 

Those are d ifficult numbers for us to pin down so I am not sure how exact they are. 

Chairman Dever: The improvement to the fund by bringing those back in was not real 

sign ificant was it? 

Sparb Coll ins: It improves their - offering the people who elected out the opportun ity to 

rejoin the fund. It shows that the cost of doing that is about 14%. If you put in HB 2059 

they are a l l  up to about 1 6%. 

Chairman Dever: I understand that if we d id that the money in their defined contribution 

p lan would be transferred to the defined benefit plan. 
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Sparb Col l ins :  Everything would have to come back to the defined benefit plan .  Only 

people that had been there for the entire amount of time wou ld be able to do it. We would 

not want someone who had left the defined benefit plan and got $60,000, left state 

employment and cashed al l  out and then come back for a year or two and have an account 

balance of $5000 and be able to get al l  of it. When they come back over, their vesting wi l l  

change. 

Chairman Dever: You projection is based on the assumption that they wi l l  a l l  come? 

Sparb Coll ins: When Segal looked at it, they took the entire account balance and d id it 

pretty much as a g roup. 

(21 :25) Chairman Dever: I understand that since the market has recovered from 2008 that 

the fund has not recovered simi larly because we continue to pay out benefits. 

Sparb Coll ins: It is because the recovery is based on the assets of the recovered funds 

not the ori g inal  amount. You need more back to recover completely. Keep in  mind that this 

could not have happened at a worse time. In 2000 the bil l passed and we offered all these 

employees the opportun ity to enrol l  and they got that opportun ity in the fal l ,  the markets 

were strong and they al l  enrolled and made their elections and in December we asked 

them to set their asset al locations and we transferred the money in February and in March 

the market tanked . They started to recover and then we hit the second one in 2008 . It has 

been a d ifficult ride. 

Vice Chairman Berry: Should they not come back up pretty close to what they were or did 

changes get made that caused them not to or were they more conservative? 

Sparb Coll ins:  Once you go into the defined contribution plan the asset al location is your  

responsib i l ity and i t  has remained substantially the same throughout this entire period 
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because we are a long term investor. We do not try to do market timing .  You get back to 

where you were but not a gain . 

Chairman Dever: There are some comments that Pam would l ike to make in regards to 

the states bond rating and how the retirement plan affects that. 

Pam Sharp, OMB: I have a strong interest in the state's bond rating and the Governor and 

I v isit them frequently and I have conversations with Moody's and Standard and Poors 

several times a year maybe quarterly for them to get an update of what is going on .  They 

pay very close attention to our state , especially now that things have been real ly 

happening .  One of the things that they are very concerned about is the state's pension and 

our unfunded l iabi l ity. They have made it very clear to us for the last few years, particu larly 

S and P, that the only th ing standing between the state and a AAA bond rating is how we 

fund our pension p lan and that we meet our actuarial required contribution . They have 

gone so far as to say that if we don't get that under control , they might downgrade us. 

th ink  it would be such a shame for North Dakota to have to suffer a downgrade in the 

financial situation we have been in. The fiscal ly conservative strong management we have 

had in the state for many years should be recognized . I th ink we are a AAA state. We look 

at al l  the other AAA states and compare us and we seem to be much better than they are in 

al l  aspects . Of the AAA states, al l  of them have defined benefit and 1 0  of the 12 have a 

component of a defined contribution . I n  talking to S and P ,  one of thei r main criteria is the 

shape of the pension fund.  All three of these amendments are very important because al l  of 

them get us closer to meeting our rating .  

(30 :40) Vice Chairman Berry: Of the states that have a better bond rating ,  what is the 

overal l  fiscal status if thei r  general fund? Is it that much better than ours? 
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Pam Sharp: They are in worse shape than we are, but their pensions are strong . They 

have a large set of criteria that they look at. 

Vice Chairman Berry: What would the AAA rating do for the state? 

Pam Sharp: It does g ive us a better bond rating and right now we are not doing much 

bond ing since we are flush with cash , but once we have a AAA, someth ing very bad wou ld 

have to happen for them to downgrade us. In  the future we might want to borrow money 

and it wou ld be a cheaper interest rate to borrow money. It is a reputation th ing .  

(33:53)See Attachment #4 for report that contains the states that have AAA rating.  

(35:26) Senator Schaible: I f  the state goes to a defined contribution p lan and at that point, 

I would imagine that would ru in our rating because we wou ld have a large unfunded 

balance. 

Pam Sharp : If we were to choose that path, as long as we are meeting our actuarial 

required contribution for the current plan that we have, that is what they look for. We could 

sti l l  do that on a gradual basis and make sure that we meet that arc payment every year. 

Sparb Col l ins:  Back in 1 999 when we offered this, we did not have this d iscussion 

because the plan was 1 00% funded . The qu ickest way to get yourself able to do this easi ly 

is to pay off the unfunded l iabi l ity and get it paid off and that is what this p lan does. The 

second way is what we offered in our testimony in HB 1452. You spl it the contribution 

between the normal cost and the amortization payment - it gets compl icated - if you leave 

the amortization payment with the defined benefit plan and you only give the defined 

contribution people the normal cost going forward ; wh ich is substantially less. There are 

ways to do it. 

Chairman Dever: The point is that we have to have the money in the bank when they 

come due. 
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Sparb Col l ins:  Every time the ARC payment is not paid, and it has not been paid for qu ite 

a few years and that is basical ly a loan from the retirement system to the state at 8% so it 

continues to accrue . If you don't have that plan - See Attachment #5 for example of what 

would happen in that case. The green l ine is the unfunded l iabi l ity. That is what we are 

trying to manage here. 

Senator Cook: I n  looking at the second amendment, the expiration date would apply to not 

only HB 1 452 but it would apply to SB 2059 . 

Sparb Col l ins : No, and if it d id apply to SB 2059 then we would have the same issue with 

the rating . 

Senator Cook: That amendment would have to be rewritten to clarify it. 

Senator Cook: Moved Amendments 1 3.0405.03001 .  

Senator Poolman:  Seconded. 

A Roll Call Vote Was Taken:  5 yeas, 2 nays, 0 absent. 

Motion Carries. 

Chairman Dever: If we look at the other amendment, we wou ld need it to apply to sections 

1 '  2 ,  3 . . .  

Senator Cook: I th ink for the engrossed bi l l  with these amendments o n  here, it is going to 

be 3 ,  8 ,  1 0, 1 2 , and 1 4. 

Senator Cook: Moved to make the portions of the amended b i l l  that were in  1 452 

effective only through July 3 1 5\ 201 7. 

Vice Chai rman Berry: Seconded. 

Vice Chai rman Berry: Does this affect the bond rating? 

Pam Sharp: The date helps. 

Chairman Dever: It would cause us to look at this again in the 201 7  session . 
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A Roll  Call Vote Was Taken :  7 yeas, 0 nays, 0 absent. 

Motion Carries. 

(50:00)Sparb Collins: Reminds the committee that there are admin istrative amendments 

needed on the bi l l .  See Attachment #6. (Explains the amendments.)  

(54:20)Senator Nelson : Moved to Amend - Attachment #6. 

Senator Marcel lais: Seconded. 

A Roll  Cal l  Vote Was Taken: 7 yeas, 0 nays, 0 absent. 

Motion Carries. 

Senator Cook: Moved a Do Pass As Amended and Rerefer to Appropriations. 

Senator Poolman: Seconded. 

A Roll  Cal l  Vote Was Taken:  5 yeas, 2 nays, 0 absent. 

Chairman Dever: Carrier. 



Amendment to: HB 1 452 

FISCAL NOTE 
Requested by Legislative Council 

02/12/2013 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
I I d · r  .

. t d  d t l  eve s an appropna 1ons antJcJpa e un er cwren aw. 
2011·2013 Biennium 2013-2015 Biennium 

General Fund Other Funds General Fund Other Funds 

Revenues $0 $0 $0 

2015-2017 Biennium 

General Fund Other Funds 

$0 $0 $0 

Expenditures $0 $0 $6,028,000 $5,278,500 $6,028,000 $5,278,500 

Appropriations $0 $0 $0 $0 $0 

1 B. County, city, school district and township fiscal effect: Identify the fiscal effect on the appropriate political 
subdivision 

2011·2013 Biennium 2013·2015 Biennium 2015-2017 Biennium 

$0 

Counties $0 $2,792,500 $2,792,500 

Cities $0 $1 , 197,500 $1 , 197,500 

School Districts $0 $2,986,500 $2,986,500 

Townships $0 $0 

2 A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions 
having fiscal impact (limited to 300 characters). 

$0 

The proposed legislation would provide NEW State employees, including judges, BCI law enforcement officers and 
National Guard employees, the opportunity to irrevocably elect to participate in the Defined Contribution Plan 
pursuant to rules adopted by the PERS board. 

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which have fiscal 
impact. Include any assumptions and comments relevant to the analysis. 

The increase is due to having fewer members in the various retirement plans to pay off the unfunded liability. This 
bill would allow new state employees the opportunity to elect out of the existing retirement plan and join the defined 
contribution retirement plan. The above assumes that 1 0% of the new members would elect to transfer {these 
estimates assume the recovery plan will be adopted and therefore these amounts would be in addition to recovery 
plan estimates). At this level, contributions would need to increase by 1 .06% of payroll to support this option for the 
Main/hybrid plan. This would have a total biennium cost of $ 1 8.3 million. Over the last 1 0  years about 1 6% of newly 
hired nonclassified employees elected to transfer to the. DC plan and over the last 5 years this fell to about 7.8% . 
Assuming these election rates, the number of members in the existing defined benefit/hybrid plans would decrease, 
while the unfunded liability would not go down proportionately. Consequently there would be fewer members to pay 
off the remaining unfunded liability. Therefore, the contribution amount required from those remaining is higher in 
order to generate approximately the same amount of revenue to make the necessary payments to pay off the 
unfunded liability. If we assumed that the number making this election to transfer was annually 5% of the new hires, 
then the main hybrid plan contributions would need to ircrease by .58% to support this option at the level for the 
Main/hybrid plan. This would have a total biennium cost of $10.0 million. Alternatively, if we assume that 1 5% of the 
new hires, then contributions would need to increase by 1 .57% in the Main/Hybrid Plan. This would have a total 
biennium cost of $27.0 million. As illustrated, the cost varies substantially depending on the number electing to 
transfer. This transfer risk will be an ongoing risk for the plan if this bill is adopted and may cause contribution 
requirements to vary substantially. 



3. State fiscal effect detail: 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. 

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

The effective date of the bill is 8/1 /201 3 and its provisions would be implemented when administrative rules are 
promulgate pursuant to the bill. From this date forward the number of state employees in the existing defined 
benefit/hybrid plan will start to decrease. The actuary has determined that this declining membership will mean the 
remaining members will need a higher contribution to raise approximately the same amount of funds to pay off the 
unfunded liability. These actuarial effects will start to take place with the implementation of the bill. If contributions 
are not increased, funds are not appropriated, and the actuarial assumptions are not met, the additional contribution 
for the remaining members will continue to accrue and roll over into future bienniums for additional payment. In 
addition, NDPERS estimates additional administration expenses for printing, mailings, meetings, etc. of $22,000. 

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund 
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether 
the appropriation is also included in the executive budget or relates to a continuing appropriation. 

The bill as proposed does not appropriate funds to pay, the additional cost identified above. If appropriated, 
retirement contributions would need to be increased for the state and political subdivisions by 1 .06%, assuming 1 0% 
of the new hires transfer, or .58%, assuming 5% of the new hires transfer, or 1 .57% if 1 5% of the new hires transfer. 
Contribution requirements for the other smaller systems would need to change as well. At the level of 1 0% of the 
new hires, the Judges contribution would need to go up by 1 .07%, the law enforcement contribution would need to 
go up .52% and National Guard would need to go up .34%. 

Name: Sparb Collins 

Agency: NDPERS 

Telephone: 701 -328-3900 

Date Prepared: 01 /28/201 3  



Bill/Resolution No.: HB 1 452 

FISCAL NOTE 
Requested by Legislative Council 

01/22/2013 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
levels and appropriations anticipate d I under current aw. 

2011·2013 Biennium 2013-2015 Biennium 

General Fund Other Funds General Fund Other Funds 

Revenues $0 $0 $0 

2015·2017 Biennium 

General Fund Other Funds 

$0 $0 $0 

Expenditures $0 $0 $9,440,000 $8,352,000 $9,440,000 $8,352,000 

Appropriations $0 $0 $0 $0 $0 

1 B. County, city, school district and township fiscal effect: Identify the fiscal effect on the appropriate political 
subdivision 

2011·2013 Biennium 2013-2015 Biennium 2015·2017 Biennium 

$0 

Counties $0 $4,368,000 $4,368,000 

Cities $0 $1 ,873,000 $1 ,873,000 

School Districts $0 $4,672,000 $4,672,000 

Townships $0 $0 

2 A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions 
having fiscal impact (limited to 300 characters). 

The proposed legislation would provide State employees, including judges, BCI Iaw enforcement officers and 
National Guard employees, the opportunity to irrevocably elect to participate in the Defined Contribution Plan 
pursuant to rules adopted by the PERS board. 

B. Fiscal impact sections: Identify and provide a brief description. of the sections of the measure which have fiscal 
impact. Include any assumptions and comments relevant to the analysis. 

$0 

The increase is due to having fewer members in the various retirement plans to pay off the unfunded liability. This 
bill would allow existing and new state employees the opportunity to elect out of the existing retirement plan and join 
the defined contribution retirement plan. The above assumes that 1 5% of the existing members would elect to 
transfer and 1 0% of newly hired employees annually thereafter (these estimates assume the recovery plan will be 
adopted and therefore these amounts would be in addition to recovery plan estimates). At this level, contributions 
would need to increase by 1 .66% of payroll to support this option for the Main/hybrid plan. This would have a total 
biennium cost of $28.6 million. When this option was originally offered to non-classified state employees in 1999, 
38% elected to transfer. Over the last 1 0  years about 1 6% of newly hired employees elected to transfer to the DC 
plan and over the last 5 years this fell to about 7.8% . "T:he above projections use a lower election rate for existing 
employees due to the current economic conditions. Assuming these election rates, the number of members in the 
existing defined benefiVhybrid plans would decrease, while the unfunded liability would not go down proportionately. 
Consequently there would be fewer members to pay off the remaining unfunded liability. Therefore, the contribution 
amount required from those remaining is higher in order to generate approximately the same amount of revenue to 
make the necessary payments to pay off the unfunded liability. The second area contributing to the actuarial effect is 
that existing employees are allowed to transfer the full present value of their accrued benefit. This would result in a 
transfer of assets greater than the assets that currently support the benefit, causing the plan to take a loss for each 
member transferring that would need to be paid by increased contributions from those remaining. If this provision 
was modified to make it present value less unfunded liability it would reduce the cost for the main hybrid plan. If we 
assumed that the number making this election to transfer was annually 1 0% of the existing members and 5% of the 
new hires, then the main hybrid plan contributions would need to increase by .95% to support this option at the level 
for the Main/hybrid plan. This would have a total biennium cost of $1 6.4 million. Alternatively, if we assume that 20% 
of the existing members elect to transfer and 1 5% of the new hires then contributions would need to increase by 
2.42% in the Main/Hybrid Plan. This would have a total, biennium cost of $41 .7 million. As illustrated, the cost varies 



; : 

substantially depending on the number electing to transfer. This transfer risk will be an ongoing risk for the plan if 
this bill is adopted and may cause contribution requirements to vary substantially. 

,. 

3. State fiscal effect detail: 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. 

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

· 

The effective date of the bill is 8/1 /201 3 and its provisions would be implemented when administrative rules are 
promulgate pursuant to the bill. From this date forward the number of state employees in the existing defined 
benefit/hybrid plan will start to decrease. The actuary has determined that this declining membership will mean the 
remaining members will need a higher contribution to raise approximately the same amount of funds to pay off the 
unfunded liability. These actuarial effects will start to take place with the implementation of the bill. If contributions 
are not increased, funds are not appropriated, and the actuarial assumptions are not met, the additional contribution 
for the remaining members will continue to accrue and roll over into future bienniums for additional payment. In 
addition, NDPERS estimates additional administration expenses for printing, mailings, meetings, etc. of $1 06,000. 

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund 
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether 
the appropriation is also included in the executive budget or relates to a continuing appropriation. 

The bill as proposed does not appropriate funds to pay the additional cost identified above. If appropriated, 
retirement contributions would need to be increased for the state and political subdivisions by 1 .66%, assuming 1 5% 
of the existing members transfer and 1 0% of the new hires, or .95%, assuming 1 0% of the existing members 
transfer and 5% of the new hires, or 2.42% if 20% of the existing members transfer and 1 5% of the new hires. 
Contribution requirements for the other smaller syste'm ·would rieed to change as well. At the level of 1 5% of the 
existing members and 1 0% of the new hires, the Judges contribution would need to go up by 1 .64%, the law 
enforcement contribution would need to go up .76% and National Guard would need to go up .46%. 

Name: Sparb Collins 

Agency: NDPERS 

Telephone: 701 -328-3900 

Date Prepared: 01 /28/201 3  
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PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO.  1 452 

Page 1 ,  l ine 1 ,  after "reenact" insert "sections 39-03. 1 -09 and 39-03. 1 -1 0 , "  

Page 1 ,  l ine 1 ,  after "sections" insert "54-52-02 .9 ,  54-52-05, 54-52-06, 54-52-06. 1 ,  54-52-06.2,  
54-52-06.3 ,  and" 

Page 1 ,  l ine 2 ,  after the first comma insert "subsection 6 of section 54-52. 6-02, and sections" 

Page 1 ,  l i ne 2, after the second comma insert "54-52.6-09," 

Page 1 ,  l ine 2 ,  after "to" insert " increased employer and employee contributions u nder the 
highway patrolmen's retirement plan and publ ic employees retirement system and" 

Page 1 ,  l ine 3, remove "and" 

Page 1 ,  l ine 5 ,  after "system" insert "; to provide for a legislative management study; to provide 
an appropriation; to provide an effective date; and to provide an expiration date" 

Page 1 ,  after l ine 6, insert: 

"SECTION 1 .  AMENDM ENT. Section 39-03. 1 -09 of the North Dakota Century 
Code is amended and reenacted as follows: 

39-03. 1 -09. Payments by contributors - Em ployer payme nt of employee 
contribution. 

1 .  Every member, except as provided in  section 39-03. 1 -07 ,  shal l  contribute 
into the fund ten and th irty-hundredths percent of the member's monthly 
salary, which sum must be deducted from the member's salary and 
credited to the member's account in the fund. Member contributions 
increase by one percent of the member's monthly sala ry beginn ing with the 
monthly reporting period of January 201 2, and with an additional i ncrease 
efannual ly by one percent, beginning with the monthly reporting period of 
January 201 3, January 201 4, and January 201 5. 

2.  The state of North Dakota, at its option,  may pay the member contributions 
required by subsection 1 for al l  compensation earned after J une 30, 1 983, 
and may pay the member contributions required to purchase service credit 
on a pretax basis pursuant to subsection 8 of section 39-03 . 1 -08.2 .  The 
amount paid must be paid by the state in lieu of contrib utions by the 
member. A member may not receive the contributed amounts d i rectly once 
the employer has elected to pay the member contributions. If the state 
decides not to pay the contributions, the amount that would have been 
paid wi l l  continue to be deducted from compensation.  If  contributions are 
paid by the state, they m ust be treated as employer contributions in 
determin ing tax treatment under this code and the federal I nternal 
Revenue Code. If  contributions are paid by the state, they m ust not be 
included as gross income of the member in determin ing tax treatment 
under this code and the I nternal Revenue Code until they are d istributed or 
made avai lable. The state shal l  pay these member contributions from the 
same source of funds used in paying compensation to the members . The 
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state shal l  pay these contributions by effecting an equa l  cash reduction in J. J q the gross salary of the employee or by an offset against future salary 
increases or by a combination of a reduction in gross salary and offset 
against future salary increases. If member contributions are paid by the 
state, they must be treated for the purposes of this chapter in the same 
manner and to the same extent as member contributions made prior to the 
date the contributions were assumed by the state. The option g iven 
employers by this subsection m ust be exercised in accordance with rules 
adopted by the board . 

3. For compensation earned after August 1 ,  2009, al l  employee contributions 
requ i red under subsection 1 ,  and not otherwise paid u nder subsection 2, 
must be paid by the state in  l ieu of contributions by the member. All 
contributions paid by the state under this subsection m ust be treated as 
employer contributions in determin ing tax treatment u n der this code and 
the federal Internal Revenue Code. Contributions paid by the state under 
this subsection may not be included as gross income of the member i n  
determin ing tax treatment under this code and the I nternal Revenue Code 
unti l  the contributions are d istributed or made avai lable .  Contributions paid 
by the state in  accordance with this subsection must be treated for the 
purposes of this chapter in the same manner and to the same extent as 
member contributions made before the date the contrib utions were 
assumed by the state. The state shall pay these member contributions 
from the same source of funds used in paying compensation to the 
members. The state shall pay these contributions by effecting an equal 
cash reduction in the gross salary of the employee. The state shal l  
continue making payments under this section unless otherwise specifically 
provided for under the agency's biennial appropriation or by law. 

S ECTION 2. AMENDMENT. Section 39-03. 1 - 1 0  of the North Dakota Century 
Code is amended and reenacted as fol lows: 

39-03. 1 -1 0. Contributions by the state. 

The state shal l  contribute to the fund a sum equal to sixteen and 
seventy-hundredths percent of the monthly salary or wage of a participating member. 
State contributions increase by one percent of the monthly salary or  wage of a 
participating member beginning with the monthly reporting period of January 201 2, and 
with an additional increase efannually by one percent, beginn ing with the reporting 
period of January 201 3, January 201 4, and January 201 5. If the member's contribution 
is paid by the state under subsection 2 of section 39-03. 1 -09, the state shall contribute, 
in addition ,  an amount equal to the required member's contribution .  The state shall pay 
the associated employer contribution for those members who elect to exercise their 
rig hts under subsection 3 of section 39-03. 1 -1 0 . 1 . " 

Page 1 ,  after l ine 2 1 , insert: 

"SECTION 4. AMENDMENT. Section 54-52-02.9  of the North Dakota Century 
Code is amended and reenacted as fol lows: 

54-52-02.9. Participation by temporary employees. 

A temporary employee may elect, within one hundred eighty days of beginn ing 
employment, to participate in the public employees retirement system and receive 
credit for service after enrol lment. The temporary employee shall pay monthly to the 
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fund an amount equal to eight and twelve-hundredths percent t imes the temporary 
employee's present monthly salary. The amount required to be paid by a temporary 
employee increases by two percent times the temporary employee's present monthly 
salary beginning with the monthly reporting period of January 201 2, and with an 
additionalincreases annua l ly by two percent increase , beg inning with the reporting 
period of January 201 3, January 201 4, and January 201 5.  The temporary employee 
shal l  a lso pay the requ i red monthly contribution to the retiree health benefit fund 
establ ished under section 54-52. 1 -03.2. This contribution must be recorded as a 
member contribution pursuant to section 54-52 . 1 -03.2. An employer may not pay the 
temporary employee's contributions. A temporary employee may continue to participate 
as a temporary employee in the publ ic employees ret irement system unti l  termination 
of employment or reclassification of the temporary employee as a permanent 
employee. A temporary employee may not purchase any addit iona l  credit, including 
additional credit under section 54-52-1 7 .4 or past service under section 54-52-02.6.  

S ECTION 5. AMENDMENT. Section 54-52-05 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

54-52-05. Membership and assessments - Employer payment of employee 
contributions. 

1 .  Every e l ig ible governmental unit employee concurring i n  the plan must so 
state in writing and a l l  future el igible employees are participating members. 
An employee who was not enrol led in the retirement system when eligible 
to participate must be enrol led immediately upon notice of the employee's 
el igibi l ity, un less the employee waives in writing the e mployee's right to 
participate for the previous time of el ig ib i l ity, to avoid contributing to the 
fund for past service. An employee who is el ig ible for normal  reti rement 
who accepts a retirement benefit under this chapter and who subsequently 
becomes employed with a participating employer othe r  than the employer 
with which the employee was employed at the time the employee reti red 
under this chapter may, before reenrol l ing in the retirement p lan,  elect to 
permanently waive future participation in the reti rement p lan and the 
retiree health program and maintain that employee's reti rement status. An 
employee making this election is not required to make a ny future employee 
contributions to the publ ic employees ret irement system nor is the 
employee's employer required to make any further contributions on behalf 
of that employee. 

2. Each member must be assessed and required to pay m onthly four percent 
of the monthly salary or wage paid to the member, and  such assessment 
must be deducted and retained out of such salary in equa l  monthly 
instal lments commencing with the fi rst month of employment. Member 
contributions increase by one percent of the monthly sa lary or wage paid 
to the member beginning with the monthly reporting period of 
January 201 2 , and with an additional increase efannua l ly by one percent, 
beginning with the monthly reporting period of January 2 01 3. January 
201 4. and January 201 5 . 

3. Each employer, at its option, may pay al l  or a portion of the employee 
contributions requ i red by subsection 2 and sections 54-52-06. 1 ,  
54-52-06.2,  54-52-06.3 ,  and 54-52-06.4 or the employee contributions 
required to purchase service credit on a pretax basis pursuant to 
subsection 5 of section 54-52-1 7 .4.  Employees may not receive the 
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contributed amounts directly once the employer has elected to pay the 
employee contributions. The amount paid must be paid by the employer in  
l ieu  of  contributions by the employee. If the state determines not to  pay the 
contributions, the amount that would have been paid must continue to be 
deducted from the employee's compensation .  If contributions are paid by 
the employer, they must be treated as employer contributions in  
determin ing tax treatment under this code and the federal Internal 
Revenue Code. If contributions are paid by the employer, they may not be 
included as gross income of the employee in determin ing tax treatment 
under this code and the Internal Revenue Code until they are distributed or 
made available. The employer shall pay these employee contributions from 
the same source of funds used in paying compensation to the employee or 
from the levy authorized by subsection 5 of section 57-1 5-28. 1 .  The 
employer shal l  pay these contributions by effecting an equal cash 
reduction in the gross salary of the employee or by an offset aga inst future 
salary increases or by a contribution of a reduction i n  gross salary and 
offset against future salary increases. If employee contributions are paid by 
the employer, they must be treated for the purposes of this chapter in the 
same manner and to the same extent as employee contributions made 
prior to the date on which employee contributions were assumed by the 
employer. An employer exercising its option under this subsection shal l 
report its choice to the board in writ ing. 

4. For compensation earned after August 1 ,  2009, al l  employee contributions 
requ ired under section 54-52-06. 1  and the job service N orth Dakota 
reti rement plan, and not otherwise paid under subsection 3, must be paid 
by the employer in l ieu of contributions by the member. Al l  contributions 
paid by the employer under this subsection must be treated as employer 
contributions in determining tax treatment under this code and the I nternal 
Revenue Code. Contributions paid by the employer under this subsection 
may not be included as gross income of the member in determining tax 
treatment under this code and the Internal Revenue Code unt i l  the 
contributions are distributed or made avai lable. Contributions paid by the 
employer in accordance with this subsection must be treated for the 
purposes of this chapter in the same manner and to the same extent as 
member contributions made before the date the contributions were 
assumed by the employer. The employer shal l pay these member 
contributions from the same source of funds used in paying compensation 
to the employee. The employer shall pay these contributions by effecting 
an equal cash reduction in the gross salary of the employee. The employer 
shal l  continue making payments under this section unless otherwise 
specifically provided for under the agency's biennial appropriation or by 
amendment to law. 

S ECTION 6. AMENDMENT. Section 54-52-06 of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-06. Employer's contribution to retirement plan. 

Each governmental un it shall contribute an amount equal to four and 
twelve-hundredths percent of the monthly salary or wage of a participating member. 
Governmental un it contributions increase by one percent of the monthly salary or wage 
of a participating member beginn ing with the monthly reporting period of January 201 2 ,  
and with an additional increase efannually by one percent, beginn ing with the reporting 
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period of January 201 3, January 201 4, and January 201 5 .  For those members who 
elect to exercise their rights under section 54-52-1 7 . 1 4 , the employing governmental 
un it, or in the case of a member not presently under covered employment the most 
recent employing governmental unit ,  shall pay the associated em ployer contribution .  If 
the employee's contribution is paid by the governmental unit under subsection 3 of 
section 54-52-05, the employer unit shal l contribute, in addition, an amount equal to the 
required employee's contribution. Each governmental un it shall pay the contribution 
month ly, or in the case of an election made pursuant to section 54-52- 1 7. 1 4  a lump 
sum ,  into the retirement fund from its funds appropriated for payrol l  and salary or any 
other funds available for these purposes. Any governmental unit fai l ing to pay the 
contributions month ly, or in the case of an election made pursuant to section 
54-52-1 7 . 1 4  a lump sum, is subject to a civil penalty of fifty dollars and, as interest, one 
percent of the amount due for each month of delay or fraction thereof after the payment 
became due. I n  l ieu of assessing a civi l penalty or one percent per month, or both , 
interest at the actuarial rate of return may be assessed for each month the 
contributions are delinquent. If contributions are paid with in ninety days of the date they 
became due, penalty and interest to be paid on delinquent contributions may be 
waived. An employer is required to submit contributions for any past el igible employee 
who was employed after July 1 ,  1 977, for which contributions were not made if the 
employee would have been eligible to become vested had the employee participated 
and if the employee elects to join the public employees retirement system. Employer 
contributions may not be assessed for el igible service that an employee has waived 
pursuant to subsection 1 of section 54-52-05. The board shall report to each session of 
the legislative assembly the contributions necessary, as determined by the actuarial 
study, to maintain the fund's actuarial soundness. 

S ECTION 7. AM E NDMENT. Section 54-52-06. 1 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

54-52-06.1 . Contri bution by supreme and district court j udges - Em ployer 
contribution. 

Each judge of the supreme or district court who is a member of the public 
employees reti rement system must be assessed and required to pay monthly five 
percent of the judge's monthly salary. Member contributions increase by one percent of 
the judge's monthly salary beginning with the monthly reporting period of 
January 201 2 , and with an additional increase efannual ly by one percent, beginn ing 
with the reporting period of January 201 3, January 201 4, and January 201 5. The 
assessment must be deducted and retained out of the judge's salary in equal monthly 
installments. The state shal l  contribute an amount equal to fourteen and fifty-two 
one-hundredths percent of the month ly salary of a supreme or district court judge who 
is a participating member of the system, which matching contribution must be paid from 
its funds appropriated for salary, or from any other funds avai lable for such purposes. 
State contributions increase by one percent of the monthly salary of a supreme or 
district court judge who is a participating member of the system begi nning with the 
monthly reporting period of January 201 2 , and with an additional i ncrease efannual ly 
.Qy one percent, beginning with the monthly reporting period of January 201 3. January 
20 1 4. and January 201 5 .  I f  the judge's contribution is paid by the state under 
subsection 3 of section 54-52-05, the state shal l  contribute, in addition, an amount 
equal to the required judge's contribution. 

S ECTION 8. AM E N DMENT. Section 54-52-06.2 of the North Dakota Century 
Code is amended and reenacted as fol lows: 
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54-52-06.2. Contribution by national guard secu rity officers or firefig hters -
Employer contribution. 

Each national guard security officer or firefighter who is a member of the publ ic 
employees retirement system is assessed and shal l  pay monthly four percent of the 
employee's monthly salary. Member contributions increase annual ly by one-half of one 
percent of the member's monthly salary beginning with the month ly reporting period of 
January 201 4  and January 201 5. The assessment must be deducted and retained out 
of the employee's salary in equal monthly installments. The national guard security 
officer's or firefighter's employer shall contribute an amount determ ined by the board to 
be actuarially required to support the level of benefits specified in section 54-52-1 7 . 
The employer's contribution must be paid from funds appropriated for salary or from 
any other funds avai lable for such purposes. If the security officer's or firefighter's 
assessment is paid by the employer under subsection 3 of section 54-52-05, the 
employer shall contribute, in addition , an amount equal to the requ i red national guard 
security officer's or firefighter's assessment. 

SECTION 9. AMENDMENT. Section 54-52-06 .3  of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-06.3. Contri bution by peace officers and correctio nal officers 
employed by pol itical subdivisions - Employer contribution. 

Each peace officer or correctional officer employed by a pol it ical subdivision 
that enters into an agreement with the retirement board on behalf of its peace officers 
and correctional officers separately from its other employees and who is a member of 
the public employees retirement system is assessed and shall pay monthly four 
percent of the employee's monthly salary. Peace officer or correct iona l  officer 
contributions increase by one-half of one percent of the member's monthly salary 
beginn ing with the monthly reporting period of January 201 2, and with an additional 
increase efannual ly by one-half of one percent, beginning with the monthly reporting 
period of January 201 3. January 201 4. and January 201 5. The assessment m ust be 
deducted and retained out of the employee's salary in  equal monthly insta l lments. The 
peace officer's or correctional officer's employer shall contribute an amount determined 
by the board to be actuarial ly required to support the level of benefits specified in  
section 54-52- 1 7 . If the peace officer's or correctional officer's assessment is paid by 
the employer under subsection 3 of section 54-52-05, the employer shal l  contribute, in  
addition, an amount equal to  the required peace officer's or correctional officer's 
assessment. " 

Page 2, l ine 1 2 , remove "who is h ired after Ju ly 30, 201 3" 

Page 3, after l ine 2, insert: 

"SECTION 1 1 .  AMENDM ENT. Subsection 6 of section 54-52.6-02 of the North 
Dakota Century Code is amended and reenacted as follows: 

6. A participating member who becomes a temporary employee may sti l l  
participate in  the defined contribution retirement plan u pon fi l ing an 
election with the board with in one hundred e ighty days of transferring to 
temporary employee status. The participating member may not become a 
member of the defined benefit plan as a temporary employee. The 
temporary employee electing to participate in the defined contribution 
retirement plan shal l  pay monthly to the fund an amount equal to eight and 
twelve-hundredths percent times the temporary employee's present 
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monthly salary. The amount required to be paid by a temporary employee 
increases by two percent times the temporary employee's present monthly 
salary beginn ing with the monthly reporting period of January 20 1 2 ,  and 
with an additional inorease ofincreases annual ly by two percent, beginn ing 
with the monthly reporting period of January 201 3, January 201 4, and 
January 201 5. The temporary employee shal l  also pay the required 
monthly contribution to the retiree health benefit fund establ ished under 
section 54-52. 1 -03.2. This contribution must be recorded as a member 
contribution pursuant to section 54-52 . 1 -03.2 .  An employer may not pay 
the temporary employee's contributions. A temporary e mployee may 
continue to participate as a temporary employee until termination of 
employment or reclassification of the temporary employee as a permanent 
employee. "  

Page 6, l ine 3, remove "At the time of hire the" 

Page 6, replace l ines 4 through 1 0  with "The board shall provide an opportunity for el igible 
employees who are new members of the public employees retirement system under 
chapter 54-52 to transfer to the defined contribution plan under this chapter pursuant to 
the rules and pol icies adopted by the board . "  

Page 6 ,  l ine 1 1 ,  replace "an eligible employee to participate in"  with "a member of the publ ic 
employees retirement system under chapter 54-52 to transfer to" 

Page 6, l ine 1 2, remove " In  the case of an el igible employee" 

Page 6, remove l ine 1 3  

Page 6 ,  l ine 1 4 , replace "eligible employee transferring" with "For an individual who elects to 
transfer" 

Page 6, l ine 1 6 , remove "and" 

Page 6 ,  l ine 22, remove "The board shall calculate the actuarial present value of the 
individual's" 

Page 6, remove l ines 23 and 24 

Page 6, l ine 25, remove "retirement age. "  

Page 7 ,  after l i ne 26 ,  i nsert: 

"SECTION 1 3. AMENDM ENT. Section 54-52.6-09 of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52.6-09. Contributions - Penalty. 

1 .  Each participating member shal l  contribute monthly fou r  percent of the 
month ly salary or wage paid to the participant, and this assessment must 
be deducted from the participant's salary in equal monthly instal lments 
commencing with the fi rst month of participation in the defined contribution 
reti rement plan establ ished under this chapter. Participating member 
contributions increase by one percent of the monthly salary or wage paid 
to the participant beg inn ing with the monthly reporting period of 
January 201 2 , and with an additional increase afannually by one percent, 
beg inning with the reporting period of January 201 3, January 201 4, and 
January 201 5 . 
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2. The employer shall contribute an amount equal to four  and 
twelve-hundredths percent of the month ly salary or wage of a participating 
member. Employer contributions increase by one percent of the monthly 
salary or wage of a participating member beginning with the monthly 
reporting period of January 201 2, and with an additional increase 
efannual ly by one percent, beginn ing with the monthly reporting period of 
January 201 3. January 201 4. and January 201 5. If the employee's 
contribution is paid by the employer under subsection 3, the employer shall 
contribute, in addition , an amount equal to the required employee's 
contribution .  The employer shall pay monthly such contribution i nto the 
participating member's account from its funds appropriated for payroll and 
salary or any other funds available for such purposes. I f  the employer fails 
to pay the contributions monthly, it is subject to a civil penalty of fifty dol lars 
and , as interest, one percent of the amount due for each month of delay or 
fraction thereof after the payment became due. 

3. Each employer, at its option, may pay the employee contributions required 
by this section for al l  compensation earned after December 31 , 1 999. The 
amount paid must be paid by the employer in l ieu of contributions by the 
employee. If the employer decides not to pay the contributions, the amount 
that would have been paid wil l continue to be deducted from the 
employee's compensation. If contributions are paid by the employer, they 
must be treated as employer contributions in determin ing tax treatment 
under this code and the federal Internal Revenue Code.  Contributions paid 
by the employer may not be included as gross i ncome of the employee in  
determin ing tax treatment under this code and the federal I nternal 
Revenue Code unti l  they are distributed or made ava i lable. The employer 
shall pay these employee contributions from the same source of funds 
used in paying compensation to the employee. The employer shal l  pay 
these contributions by effecting an equal cash reduct ion in the gross salary 
of the employee or by an offset against future salary i ncreases or by a 
combination of a reduction in  gross salary and offset against future salary 
increases. Employee contributions paid by the employer must be treated 
for the purposes of this chapter in the same manner and to the same 
extent as employee contributions made before the date on which 
employee contributions were assumed by the employer. An employer shall 
exercise its option under this subsection by reporting its choice to the 
board in writing." 

Page 7 ,  l ine 30, remove "new hires and" 

Page 8 ,  after l ine 8 ,  insert: 

"SECTION 1 6. LEGISLATIVE MANAGEMENT STU DY - N O RTH DAKOTA 
RETI REM ENT PLANS. During the 201 3-1 4  interim ,  the leg islative management shall 
consider studying the feasibi l ity and desirabi l ity of existing and possible state 
reti rement plans. The study must include an analysis of both a defined benefit plan and 
a defined contribution plan with considerations and possible consequences for 
transition ing to a state defined contribution plan. The study may not be conducted by 
the employee benefits committee. The legislative management shal l  report its findings 
and recommendations, together with any leg islation needed to implement the 
recommendations, to the sixty-fourth legislative assembly. 
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SECTIO N  1 7. APPROPRIATION. There is appropriated from special funds 
derived from publ ic employees retirement system income not otherwise appropriated, 
the sum of $22,000, or so much of the sum as may be necessary, to the publ ic 
employees retirement system board for the purpose of implementin g  this Act, for the 
biennium beginn ing Ju ly 1 ,  201 3, and ending June 30, 201 5. 

SECTION 1 8. EFFECTIVE DATE. Sections 3, 1 0, 1 2, 1 4, and 1 5  of this Act 
become effective on October 1 ,  201 3. 

SECTIO N  1 9. EXPIRATION DATE. This Act is effective through J uly 3 1 ,  201 7. "  

Renumber accordingly 
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Com Standing Committee Report 
April 1 ,  201 3 9:45am 

Module ID: s_stcomrep_57 _003 
Carrier: Dever 

Insert LC: 1 3.0405.03004 Title :  04000 

REPORT OF STANDING COMMITTEE 
HB 1 452, as eng rossed : Government and Veterans Affai rs Committee (Sen. Dever, 

Chairman) recommends AMENDMENTS AS FOLLOWS and when so amended , 
recommends DO PASS and BE REREFERRED to the Appropriations Committee 
(5 YEAS, 2 NAYS, 0 ABSENT AND NOT VOTING).  Engrossed H B  1 452 was placed 
on the Sixth order on the calendar. 

Page 1 ,  l ine 1 ,  after "reenact" insert "sections 39-03 . 1 -09 and 39-03. 1 -1 0, "  

Page 1 ,  l ine 1 ,  after "sections" insert "54-52-02 .9,  54-52-05, 54-52-06, 54-52-06. 1 ,  
54-52-06.2 ,  54-52-06.3 ,  and" 

Page 1 ,  line 2 ,  after the first comma insert "subsection 6 of section 54-52 .6-02, and sections" 

Page 1 ,  l ine 2, after the second comma insert "54-52 .6-09," 

Page 1 ,  line 2, after "to" i nsert "increased employer and employee contributions under the 
highway patrolmen's retirement plan and publ ic employees retirement system and" 

Page 1 ,  line 3,  remove "and" 

Page 1 ,  l ine 5,  after "system" i nsert " ;  to provide for a legislative management study; to 
provide an appropriation ; to provide an effective date; and to provide an expiration 
date" 

Page 1 ,  after line 6,  insert: 

"SECTION 1 .  AMENDMENT. Section 39-03. 1 -09 of the North Dakota 
Century Code is amended and reenacted as follows: 

39-03. 1 -09. Payments by contributors - Employer payment of employee 
contribution. 

1 .  Every member, except as provided i n  section 39-03. 1 -07, shall contribute 
into the fund ten and th irty-hundredths percent of the member's monthly 
salary, which sum must be deducted from the member's salary and 
credited to the member's account in the fund. Member contributions 
increase by one percent of the member's monthly salary beg inn ing with 
the monthly reporting period of January 201 2 ,  and with an additional 
increase efannual ly by one percent, beginn ing with the monthly reporting 
period of January 201 3, January 201 4, and January 20 1 5. 

2 .  The state of  North Dakota , at its option, may pay the member 
contributions required by subsection 1 for al l  compensation earned after 
June 30, 1 983, and may pay the member contributions required to 
purchase service credit on a pretax basis pursuant to subsection 8 of 
section 39-03. 1 -08 .2 .  The amount paid must be paid by the state in l ieu 
of contributions by the member. A member may not receive the 
contributed amounts d irectly once the employer has elected to pay the 
member contributions. If the state decides not to pay the contributions, 
the amount that would have been paid wil l  continue to be deducted from 
compensation. If contributions are paid by the state, they must be treated 
as employer contributions in determining tax treatment under this code 
and the federal I nternal Revenue Code. If contributions are paid by the 
state, they must not be included as gross income of the member in 
determin i ng tax treatment under this code and the Internal  Revenue 
Code u ntil they are d istributed or made available. The state shal l  pay 
these member contributions from the same source of funds u sed i n  
paying compensation to the members. The state shall pay these 
contributions by effecting an equal cash reduction in the g ross salary of 
the employee or by an offset against future salary increases or by a 
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combination of a reduction in gross salary and offset against future salary 
increases. If member contributions are pa id by the state, they must be 
treated for the pu rposes of this chapter in the same manner and to the 
same extent as member contributions made prior to the date the 
contributions were assumed by the state. The option g iven employers by 
this subsection must be exercised in accordance with rules adopted by 
the board. 

3.  For compensation earned after August 1 ,  2009, all employee 
contributions required under subsection 1 ,  and not otherwise paid under 
subsection 2, must be paid by the state in l ieu of contributions by the 
member. All contributions paid by the state under this subsection must be 
treated as employer contributions in determining tax treatment under this 
code and the federal I nternal Revenue Code. Contributions paid by the 
state under this subsection may not be included as gross income of the 
member in determining tax treatment under this code and the I nternal 
Revenue Code until the contributions are distributed or made avai lable. 
Contributions paid by the state in  accordance with this subsection must 
be treated for the purposes of th is chapter in the same manner and to the 
same extent as member contributions made before the date the 
contributions were assumed by the state. The state shal l  pay these 
member contributions from the same source of funds used in paying 
compensation to the members. The state shall pay these contributions by 
effecting an equal cash reduction in the gross salary of the employee. 
The state shall continue making payments under this section u nless 
otherwise specifically provided for under the agency's b iennia l  
appropriation or by law. 

SECTION 2. AMENDMENT. Section 39-03. 1 - 1 0  of the North Dakota Century 
Code is amended and reenacted as follows: 

39-03.1 -1 0. Contributions by the state. 

The state shall contribute to the fund a sum equal to sixteen and 
seventy-hundredths percent of the monthly salary or wage of a participating member. 
State contributions increase by one percent of the monthly salary or wage of a 
participating member beg inn ing with the monthly reporting period of January 2 0 1 2 ,  
and with an additional increase ofannual ly by one percent, beginning with the 
reporting period of January 20 1 3, January 201 4, and January 201 5. I f  the member's 
contribution is paid by the state under subsection 2 of section 39-03 . 1 -09, the state 
shall contribute, in add ition , an amount equal to the required member's contribution. 
The state shall pay the associated employer contribution for those members who 
elect to exercise their rights under subsection 3 of section 39-03. 1 -1 0. 1 . " 

Page 1 ,  after l ine 2 1 ,  insert: 

"SECTION 4. AMENDMENT. Section 54-52-02.9 of the North Dakota 
Century Code is amended and reenacted as follows: 

54-52-02.9. Participation by temporary employees. 

A temporary employee may elect, within one hundred eighty days of 
beg inning employment, to participate in  the public employees retirement system and 
receive credit for service after enrollment. The temporary employee shall pay 
monthly to the fund an amount equal to eight and twelve-hundredths percent times 
the temporary employee's present monthly salary. The amount requ i red to be paid by 
a temporary employee increases by two percent times the temporary employee's 
present monthly salary beg inn ing with the monthly reporting period of January 201 2 ,  
and with an additionalincreases annually by two percent inorease , beginning with the 
reporting period of January 201 3, January 2014, and January 201 5 .  The temporary 
employee shall  also pay the required monthly contribution to the retiree health 
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benefit fund established under section 54-52 . 1 -03 .2 .  This contribution must be 
recorded as a member contribution pursuant to section 54-52 . 1 -03.2. An employer 
may not pay the temporary employee's contributions. A temporary e mployee may 
continue to participate as a temporary employee in the public employees retirement 
system until termination of employment or reclassification of the tem porary employee 
as a permanent employee. A temporary employee may not purchase any add itional 
credit, including additional credit under section 54-52-17 .4  or past service under 
section 54-52-02 .6. 

SECTION 5. AMENDMENT. Section 54-52-05 of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-05. Membership and assessments - Employer payment of 
employee contributions. 

1 .  Every elig ible governmental un it employee concurring i n  the plan must so 
state in writing and all future el ig ible employees are participating 
members. An employee who was not enrolled in the retirement system 
when elig ible to participate must be enrolled immediately upon notice of 
the employee's el igibi l ity, un less the employee waives in writing the 
employee's right to participate for the previous time of el ig ib i l ity, to avoid 
contributing to the fund for past service. An employee who is elig ible for 
normal retirement who accepts a retirement benefit under this chapter 
and who subsequently becomes employed with a participating employer 
other than the employer with which the employee was employed at the 
time the employee retired under this chapter may, before reenrol l ing in 
the retirement plan, elect to permanently waive future participation in the 
retirement plan and the retiree health program and maintain that 
employee's retirement status. An employee making th is election is not 
requ ired to make any future employee contributions to the public 
employees retirement system nor is the employee's employer requ i red to 
make any further contributions on behalf of that employee. 

2 .  Each member must be assessed and required to pay monthly four 
percent of the monthly salary or wage paid to the member, and such 
assessment must be deducted and retained out of such salary in  eq ual 
monthly installments commencing with the first month of employment. 
Member contributions increase by one percent of the monthly salary or  
wage paid to the member beginning with the monthly reporting period of 
January 20 1 2 ,  and with an additional increase efannually by one percent, 
beg inn ing with the monthly reporting period of January 20 1 3, January 
20 1 4, and January 20 1 5. 

3.  Each employer, at its option, may pay al l  or a portion of the employee 
contributions required by subsection 2 and sections 54-52-06. 1 ,  
54-52-06.2, 54-52-06.3, and 54-52-06 .4 or the employee contributions 
required to purchase service credit on a pretax basis pursuant to 
subsection 5 of section 54-52-17 .4 .  Employees may not receive the 
contributed amounts directly once the employer has elected to pay the 
employee contributions. The amount paid must be paid by the employer 
in l ieu of contributions by the employee. If  the state determines not to pay 
the contributions, the amount that would have been paid must continue to 
be deducted from the employee's compensation. If  contributions are paid 
by the employer, they must be treated as employer contributions in 
determining tax treatment under this code and the federal I nternal 
Revenue Code. If contributions are paid by the employer, they may not 
be included as gross income of the employee in determin ing tax 
treatment under this code and the I nternal Revenue Code until they are 
distributed or made available. The employer shall pay these employee 
contributions from the same source of funds used in paying 
compensation to the employee or from the levy authorized by 
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subsection 5 of section 57-1 5-28. 1 .  The employer shal l  pay these 
contributions by effecting an equal cash reduction in the gross salary of 
the employee or by an offset against future salary increases or by a 
contribution of a reduction in gross salary and offset against future salary 
increases. If employee contributions are paid by the employer, they must 
be treated for the purposes of this chapter in the same manner and to the 
same extent as employee contributions made prior to the date on which 
employee contributions were assumed by the employer. An employer 
exercising its option under this subsection shal l  report its choice to the 
board in  writing.  

4.  For compensation earned after August 1 ,  2009, al l employee 
contributions required under section 54-52-06. 1 and the job service North 
Dakota retirement plan, and not otherwise paid under subsection 3, m ust 
be paid by the employer in l ieu of contributions by the m ember. All 
contributions paid by the employer under this subsection must be treated 
as employer contributions in determining tax treatment under th is code 
and the Internal Revenue Code. Contributions pa id by the employer 
under this subsection may not be included as g ross income of the 
member in determining tax treatment under this code and the Internal 
Revenue Code until the contributions are distributed or made avai lable. 
Contributions paid by the employer in accordance with this subsection 
must be treated for the purposes of this chapter in the same manner and 
to the same extent as member contributions made before the date the 
contributions were assumed by the employer. The employer shall pay 
these member contributions from the same source of funds used in 
paying compensation to the employee. The employer shal l  pay these 
contributions by effecting an equal cash reduction in the g ross salary of 
the employee. The employer shall continue making payments under this 
section un less otherwise specifically provided for under the agency's 
biennial appropriation or by amendment to law. 

SECTION 6. AMENDMENT. Section 54-52-06 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

54-52-06. Em ployer's contribution to retirement plan .  

Each governmental un it shall contribute a n  amount equal t o  four  and 
twelve-hundredths percent of the monthly salary or wage of a participating member. 
Governmental un it contributions increase by one percent of the monthly salary or 
wage of a participating member beginning with the monthly reporting period of 
January 201 2 , and with an additional increase ofannual ly by one percent, beg inning 
with the reporting period of January 201 3. January 20 1 4, and January 201 5. For 
those members who elect to exercise their rights under section 54-52- 1 7 . 1 4, the 
employing governmental un it, or in the case of a member not presently under 
covered employment the most recent employing governmental unit, shall pay the 
associated employer contribution. I f  the employee's contribution is paid by the 
governmental unit under subsection 3 of section 54-52-05, the employer un it shall 
contribute, in addition, an amount equal to the requ i red employee's contribution . 
Each governmental un it shall pay the contribution monthly, or in the case of an 
election made pursuant to section 54-52-17 . 1 4  a lump sum, into the retirement fund 
from its funds appropriated for payroll and salary or any other funds avai lable for 
these purposes. Any governmental un it fai l ing to pay the contributions month ly, or in 
the case of an election made pursuant to section 54-52-1 7. 1 4  a lump sum, is subject 
to a civil penalty of fifty dol lars and, as interest, one percent of the amount due for 
each month of delay or fraction thereof after the payment became d ue. In l ieu of 
assessing a civil penalty or one percent per month, or both, interest at the actuarial 
rate of return may be assessed for each month the contributions are del inquent. If 
contributions are paid within ninety days of the date they became due, penalty and 
interest to be paid on del inquent contributions may be waived. An employer is 
requ ired to submit contributions for any past eligible employee who was employed 
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after J u ly 1 ,  1 977, for which contributions were not made if the employee would have 
been el igible to become vested had the employee participated and if the employee 
elects to join the public employees reti rement system. Employer contributions may 
not be assessed for el igible service that an employee has waived pursuant to 
subsection 1 of section 54-52-05. The board shall report to each session of the 
leg islative assembly the contributions necessary, as determined by the actuarial 
study, to maintain the fund's actuarial soundness. 

SECTION 7. AMENDMENT. Section 54-52-06. 1 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

54-52-06. 1 .  Contribution by supreme and district court j udges -
Em ployer contribution. 

Each judge of the supreme or d istrict court who is a member of the public 
employees retirement system must be assessed and requ ired to pay monthly five 
percent of the j udge's monthly salary. Member contributions increase by one percent 
of the judge's month ly salary beg inning with the monthly reporting period of 
January 20 1 2 ,  and with an additional increase efannual ly by one percent, beg in ning 
with the reporting period of January 201 3, January 20 1 4, and January 20 1 5. The 
assessment m ust be deducted and retained out of the judge's salary in  equal  
monthly instal lments. The state shall contribute an amount equal  to fourteen and 
fifty-two one-hundredths percent of the monthly salary of a supreme or d istrict court 
judge who is a participating member of the system,  which match ing contribution must 
be paid from its funds appropriated for salary, or from any other funds available for 
such purposes. State contributions increase by one percent of the monthly salary of 
a supreme or district court judge who is a participating member of the system 
beg inning with the monthly reporting period of January 201 2 ,  and with an additional 
increase efannual ly by one percent, beg inning with the month ly reporting period of 
January 20 1 3, January 20 1 4, and January 201 5. If the judge's contribution is paid by 
the state u nder subsection 3 of section 54-52-05, the state shall contribute, in 
add ition,  an amount equal to the requ ired judge's contribution .  

SECTION 8 .  AMENDMENT. Section 54-52-06. 2  of the North Dakota Century 
Code is amended and reenacted as fol lows: 

54-52-06.2. Contribution by national guard secu rity officers or 
firefighters - Employer contribution. 

Each national g uard security officer or firefighter who is a member of the 
public employees retirement system is assessed and shall pay month ly fou r  percent 
of the employee's monthly salary. Member contributions increase annual ly by 
one-half of one percent of the member's monthly salary beginning with the monthly 
reporting period of January 2014 and January 201 5. The assessment m ust be 
deducted and retained out of the employee's salary in equal monthly instal lments. 
The national g ua rd security officer's or firefighter's employer shal l contribute an 
amount determined by the board to be actuarial ly requ ired to support the level of 
benefits specified in section 54-52-1 7 .  The employer's contribution must be paid from 
funds appropriated for salary or from any other funds available for such purposes. If 
the security officer's or firefighter's assessment is paid by the employer u nder 
subsection 3 of section 54-52-05, the employer shall contribute, in addition, an 
amount equal to the required national guard security officer's or firefighter's 
assessment. 

SECTIO N  9. AMENDMENT. Section 54-52-06 . 3  of the North Dakota Century 
Code is amended and reenacted as follows: 
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54-52-06.3. Contribution by peace officers and correctional officers 
employed by pol itical subdivisions - Employer contribution. 

Each peace officer or correctional officer employed by a pol itical subdivision 
that enters into an agreement with the retirement board on behalf of its peace 
officers and correctional officers separately from its other employees and who is a 
member of the public employees retirement system is assessed and sha l l  pay 
monthly four  percent of the employee's monthly salary. Peace officer or correctional  
officer contributions increase by one-half of one percent of the member's monthly 
salary beginning with the monthly reporting period of January 20 1 2 ,  and with an 
additional increase efannual ly by one-half of one percent, beginning with the monthly 
reporting period of January 201 3. January 201 4, and January 201 5 . The assessment 
m ust be deducted and retained out of the employee's salary in equal  monthly 
instal lments. The peace officer's or correctional officer's employer shall contribute an 
amount determined by the board to be actuarially required to support the level of 
benefits specified in section 54-52-1 7.  If  the peace officer's or correctional officer's 
assessment is paid by the employer under subsection 3 of section 54-52-05, the 
employer shall contribute, in addition, an amount equal to the required peace 
officer's or correctional officer's assessment." 

Page 2, l i ne 1 2, remove "who is h ired after Ju ly 30, 201 3" 

Page 3, after l ine 2 ,  insert: 

"S ECTION 1 1 .  AMENDMENT. Subsection 6 of section 54-52 .6-02 of the 
North Dakota Century Code is amended and reenacted as fol lows: 

6. A participating member who becomes a temporary employee may still 
participate in the defined contribution retirement plan upon fi l ing an 
election with the board with in one hundred eighty days of transferring to 
temporary employee status. The participating member m ay not become a 
member of the defined benefit plan as a temporary employee. The 
temporary employee electing to participate in the defined contribution 
retirement plan shall pay monthly to the fund an amount equal to eight 
and twelve-hundredths percent times the temporary employee's present 
monthly salary. The amount required to be paid by a temporary employee 
increases by two percent times the temporary employee's present 
monthly salary beginning with the monthly reporting period of 
January 201 2 , and with an additional inorease ofincreases annual ly by 
two percent, beginning with the monthly reporting period of 
January 201 3, January 2014. and January 201 5. The temporary 
employee shal l  also pay the req u ired monthly contribution to the retiree 
health benefit fund establ ished under section 54-52. 1 -03.2.  This 
contribution must be recorded as a member contribution pursuant to 
section 54-52 . 1 -03.2. An employer may not pay the temporary 
employee's contributions. A temporary employee may continue to 
participate as a temporary employee until termination of employment or 
reclassification of the temporary employee as a permanent employee. "  

Page 6,  l i ne  3,  remove "At the time of hire the" 

Page 6, replace l ines 4 through 1 0  with "The board shall provide an opportunity for e l igible 
employees who are new members of the publ ic employees retirement system under 
chapter 54-52 to transfer to the defined contribution plan under this chapter pursuant 
to the rules and policies adopted by the board ."  

Page 6, l ine 1 1 ,  replace "an el igible employee to participate in" with "a member of the public 
employees retirement system under chapter 54-52 to transfer to" 

Page 6, l ine 1 2 , remove "In the case of an eligible employee" 
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Page 6, l ine 1 4, replace "eligible employee transferring" with "For an individual who elects to 
transfer" 

Page 6, l ine 1 6, remove "and" 

Page 6,  l ine 22, remove "The board shall calculate the actuarial present value of the 
ind ividual's" 

Page 6, remove l ines 23 and 24 

Page 6, l i ne 25, remove "retirement age." 

Page 7, after l ine 26, insert: 

"SECTION 1 3. AMENDMENT. Section 54-52.6-09 of the North Dakota 
Century Code is amended and reenacted as follows: 

54-52.6-09. Contributions - Penalty. 

1 .  Each participating member shall contribute monthly four percent of the 
monthly salary or wage paid to the participant, and this assessment must 
be deducted from the participant's salary in equal month ly instal lments 
commencing with the first month of participation in  the defined 
contribution retirement plan establ ished under this chapter. Participating 
member contributions increase by one percent of the monthly salary or 
wage paid to the participant beginn ing with the monthly reporting period 
of January 2012 ,  and 'Nith an additional increase efannual ly by one 
percent, beg inning with the reporting period of January 201 3, January 
201 4, and January 201 5. 

2 .  The employer shal l  contribute an amount equal to four and 
twelve-hundredths percent of the monthly salary or wage of a 
participating member. Employer contributions increase by one percent of 
the monthly salary or wage of a participating member beg inning with the 
monthly reporting period of January 201 2,  and with an additional 
increase efannually by one percent, beginning with the month ly reporting 
period of January 20 1 3, January 2014, and January 201 5. If the 
employee's contribution is paid by the employer under subsection 3, the 
employer shall contribute, in addition , an amount equal to the requ i red 
employee's contribution. The employer shal l  pay monthly such 
contribution into the participating member's account from its funds 
appropriated for payroll and salary or any other funds avai lable for such 
purposes. If  the employer fails to pay the contributions monthly, it is 
subject to a civil penalty of fifty dol lars and, as interest, one percent of the 
amount due for each month of delay or fraction thereof after the payment 
became due. 

3 .  Each employer, at  its option, may pay the employee contributions 
required by this section for all compensation earned after December 3 1 , 
1 999. The amount paid must be paid by the employer in l ieu of 
contributions by the employee. If the employer decides not to pay the 
contributions, the amount that would have been paid wil l  continue to be 
deducted from the employee's compensation. If  contributions are paid by 
the employer, they must be treated as employer contributions in 
determining tax treatment under this code and the federal I nternal 
Revenue Code. Contributions paid by the employer may not be included 
as gross income of the employee in determining tax treatment under this 
code and the federal I nternal Reven ue Code unti l they are d istributed or 
made avai lable. The employer shall pay these employee contributions 
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from the same source of funds used in paying compensation to the 
employee. The employer shall pay these contributions by effecting an 
equal cash reduction in the gross salary of the employee or by an offset 
against future salary increases or by a combination of a reduction in 
g ross salary and offset against future salary increases. Employee 
contributions paid by the employer m ust be treated for the purposes of 
this chapter in the same manner and to the same extent as employee 
contributions made before the date on which em ployee contributions 
were assumed by the employer. An employer shall exercise its option 
under this subsection by reporting its choice to the board in writing . "  

Page 7, l ine 30, remove "new hires and" 

Page 8, after line 8 ,  insert: 

"S ECTION 1 6. LEGISLATIVE MANAG EMENT STUDY - N O RTH DAKOTA 
RETIREMENT PLANS. During the 201 3-1 4  interim,  the legislative management 
shall consider studying the feasibi l ity and desirabil ity of existing and possible state 
retirement plans. The study must include an analysis of both a defined benefit plan 
and a defined contribution plan with considerations and possible consequences for 
transitioning to a state defined contribution plan. The study may not be conducted by 
the employee benefits committee. The legislative management shal l  report its 
findings and recommendations, together with any legislation needed to implement 
the recommendations, to the sixty-fourth legislative assem bly. 

S ECTION 1 7. APPROPRIATION. There is appropriated from special funds 
derived from public employees retirement system income not otherwise 
appropriated, the sum of $22 ,000, or so much of the sum as may be necessary, to 
the publ ic employees retirement system board for the purpose of implementing this 
Act, for the biennium beginning July 1 ,  201 3, and ending J une 30, 201 5 .  

SECTION 1 8. EFFECTIVE DATE. Sections 3 ,  1 0, 1 2, 14 ,  and 1 5  of  this Act 
become effective on October 1 ,  20 1 3. 

SECTION 1 9 .  EXPIRATION DATE. This Act is effective through J uly 31 , 
20 1 7 . "  

Renumber according ly 
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Explanation or reason for introduction of bi l l/reso tion:  

A bi l l  relating to increased employer and employee contributions under the highway 
patrolmen's retirement plan and publ ic employees retirement system and el ig ib i l ity to 
participate in the defined contribution retirement p lan 

Minutes :  

Leg islative Council - Becky J .  Keller 
OMB - Sheila Peterson 

Testimony attached # 1 - 2 

Chairman Holmberg opened the hearing on HB 1 452. 

Senator Dever, District 32, Chairman of Government and Veteran's Affairs 
Testified in favor of HB 1 452 

SB 2059 sent to House - made contributions to both employee and employer and it fai led . 
They sent us 1 452. They amended out the options for existing employees, so the b i l l  came 
to us to a l low the option only for new employees coming into the state. 

I have graphs that show the trend with or without the recovery p lan ,  with assumptions 
based on the percentage of new employees that may opt into the Define Contribution Plan 
rather than the Define Employee Benefit Plan.  When new employees opt to go into the 
Define Contribution Plan it has a negative effect on the Defined Benefit Plan. We need to 
take that into consideration un less we adopt it with amendments that came from SB 2059. I 
don't see any way that we cou ld consider the option for new employees into the Define 
Contributions. 

The other things- we put a sunset on the option of define contributions if 1 0% of the new 
employees opt to go with Define Contributions, we can handle that. If more than 50% then 
we see a downward trend in the unfunded l iabi l ity or funded l iabi l ity going forward . There 
was mistake on the bi l l  when we heard it on the floor the other day, that mistake involved 
the sunset clause. It was only defined to include the entire b i l l ;  it was only i ntended to 
include those parts with the defined contribution.  I had an amendment d rafted 
1 3 . 0405.03005 (see attached #1 ) .  These start with " In l ieu of amendments", Page 9 ,  
section 17 - there may be interest in another amendment for employees who opted for the 
defined contributions before. If we al low those employees to come back in to the Defined 
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Benefit Plan,  that would have a positive effect on the fund. The salaries are a l ittle h igher 
than other agencies so there contributions wou ld benefit the plan. The committee in GVA 
d id not make recommendations, as it would be a spl it vote. I personal ly would be in support 
of that. 

Senator Carl isle: I have that amendment and when the chairman makes the cal l  I wi l l  
p ropose it. 

Sparb Col l ins, Exec. Director, Public Employees Retirement System 
PERS board supports 1 452 as amended . 

Senator Warner: How many amendments is there sti l l  one that we haven't seen yet? 
C hairman Holmberg Are you supportive of amendments that we have right now, also the 
one that we haven't see? 

Sparb: I n  terms of the new employees, the PERS board would be neutral on that as that 
doesn't have any impact on the fund and so the Board wouldn't have concerns about that. It 
would be a positive effect on the fund. 

Senator Carlisle I 'm hand ing out amendment 1 3 .0405.03006 - attached #2 . 

Chairman Holmberg Becky, if we were to adopt both - no problems? Its' ok. 

Sparb We did have an actuary look at this proposal and if al l  of the people who were in the 
Defined Contribution Plan today, came into the Defined Benefit Plan or hybrid plan, the 
actuarial costs of that was about 14 .6% of payrol l .  As you know, with the bi l l  before you 
today amended , with the recovery plan ,  the contributions rates in the defined contr ibution 
p lan would rise to 1 6 . 1 2% of payrol l .  With the recovery plan in there, their  contributions 
they would be almost 2% extra in there, so it would be positive to the p lan ,  since it is a 
h igher amount. As long as the recovery p lan is part of the bi l l ,  otherwise the contributions 
today are at 1 2 . 1 2 , these contributions would be ris ing, and raising enough for both of them 
to al low them to come back into p lan . Not only would it be not harmfu l to the p lan,  but 
based on these numbers there wou ld be a positive ,  assuming al l  of the underlying 
assumptions are correct. 

Chairman Holmberg where do they work and how many are there? 

Sparb There are 227 people in the Defined Contribution Plan today; this was orig inally 
made ava i lable to non-classified state employees and that meant that would be elected and 
appointed officia l .  At the time the program was orig inal ly started , WSI was all entirely non­
classified so al l those employees were el igible to participate. As time went on, WSI now 
has come back under the classified service so not as many over there are el igible as they 
were in itia l ly; Legislative council is non-classified , the State M il l  and Elevator there is a 
large g roup of non-classified employees so that's the group that is el igible. The program 
was started back in  1 999, and it's hard to remember back then , but, that was when the 
markets were going fabu lously strong , and this program passed the Leg islature .  We offered 
it to the employees who made their asset al locations in September and March when the 
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tech bubble burst. Then had 2008 and had dramatic downturn . So this has been a very 
d ifficult t ime for people in this system.  

C hairman Holmberg 1 999, these folks had to sign some kind of i rrevocable movement 
from one system to the other. Is that what happened? 

Sparb Yes, they were al l  g iven an opportunity to make an election ,  and a affirmative 
election had to be made in order to make the switch . We offered it to them in the best of 
times and turned into the worst of times. 

V.Chairman Bowman Why wou ld people have chosen not to belong to the second option 
l ike they d id to the first option and what advantage was it then versus why are they wanting 
to get to a d ifferent plan today? Do you follow me? 

Sparb: When this was offered in 1 999, the markets were going up and everything was 
positive . We lost a sense of what risk was.  Many had confidence in the future would be l ike 
the last decade and I 'm standing here before you on the Define Benefit P lan because we 
know that the future was not the same as the past. We went into one of the most d ifficult 
financial  periods we've had .  Last time I was before you I mentioned that out of 228 years of 
investment returns, the investment consu ltants state investment board said there are only 
four  worse than what we went through in 2008. For the older member in the system they 
qu ite honestly there's not enough time to recover. If you're in the system now at 28-30, I 
mean you've got investment horizon of 25-30 years. You may be able to come back, but if 
you're one of those people that made an election ,  you're just not going to recover. 

Senator Gary Lee 1 452 would a l low those in the Defined Contribution P lan to an election 
to into the Defined Benefit Plan . Is that correct? 

Sparb: 1 452 as orig inal ly coming over to you from the Senate GVA wil l al low new state 
employees after the effective date of this b i l l ,  to offer to join the Defined Contribution Plan .  

Chairman Holmberg Is that irrevocable? Sparb I bel ieve i t  uses that language, yes.  

Senator Gary Lee: The new state employees cou ld elect to be a part of the Defined 
Contribution Plan going forward if this passes? But the other part of this is, 2059 that says 
with what the House d isposed of, we would al low that contribution to make the Defined 
Benefit Plan actuarial sound. 

Sparb: Let's not forget about 2059, a lso increased contributions for the Defined 
Contributions Fund.  

Senator Gary Lee The state would put more money in to those p lans.  Sparb: I t is spl it 
between the employer and the employee. Yes. 

Senator Carlisle Handed out amendment 1 3 .0405.03006 (see attached # 2) and wou ld 
a l low another g roup of employees who signed off to get out of the plan an opportunity to 
get into the p lan.  The anomaly is it would have at this point would have a positive impact on 
the fund . Is that basical ly where I am at? 
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Sparb: Yes.  If this was added then those that were in as of Ju ly 1 ,  20 14  would have a 
window to come back. Their contributions are going up as wel l  i n  the Defined Contribution 
P lan .  Just l ike the Defined Benefit Plan ,  we know the contribution level of the DC Plan is 
not producing an adequate benefit. 

Senator Carlisle 2059 is in 1 452? Sparb: Yes, as it's before you today, yes.  

Chairman Holmberg If they l ike 1 452 from the committee, would the addition of another 
amendment weight it down so it could not float? I don't know the answer to that question.  

Pam Sharp, OMB. We want to be on record to support a l l  of these amendments. I ask that 
you look at it from a broader perspective and I know that I have talked to you about rating 
agencies before . I attempt to get our state to a AAA bond rating . 2059 certain ly gets us 
there with the amendment that Senator Carlisle proposes also is a positive to the fund . The 
amendment that Senator Dever's committee GVE put on to the b i l l ,  regard ing the new 
employees e lecting to the Defined Contribution Fund with the four year look back is also a 
positive fund so I th ink it is just important that we look at al l  the positives because with the 
rating agencies are going to be looking at for us is whether we are meeting our Actuarial 
Requ i red Contribution so al l  these things get us closer to meeting that ARC which gets us 
closer to the triple A rating . 

Senator Wanzek You said Senator Carl isle's amendment is positive to the Defined 
Contribution Fund ,  is that because the dollars wh ich are in the Define Contribution Plan are 
in  ownersh ip of the employee and there would be a large cash transfer of the funds from 
the Define Contribution Plan into the state Benefits Plan? 

Pam Sharp: Yes that is correct. There are two situations al l of the assets that are now in 
the Defined contribution wou ld be deposited into the Define Benefit Plan so there would be 
a large cash influx. Then in  addition,  the contributions going forward because these 
employees have a larger salary than the average state employee, the contributions going 
into the fund are larger than the average, so it's two-fold . 

Senator Wanzek Don't we also acquire the l iabi l ity of those, the responsible of funding 
their  retirement? 

Pam Sharp That is correct, and what has been included into the actuarial report. Senator 
Warzek But it is sti l l  positive? Pam Sharp Sti l l  positive. 

Senator Warner Does the money come back in at the current market value, at the level of 
contribution just fluctuated ; went down and then recovered .  What is the level that it comes 
back in at? 

Pam Sharp I bel ieve it is the actual value as of that day. 
Sparb - The date of transfer. 

Senator Warner Are we responsible for l iqu idating whatever mutual funds or stocks or 
bonds,  and then real locating the cash derived back into our p lan? How does that work? 
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Sparb: How it would work is we run the defined contributions plan as wel l  as defined 
benefit p lan .  It is under our vendor that we use. It is TIAA Kraft. When somebody made the 
election , we would d i rect TIAA Kraft to l iquidate those funds, and transfer that cash balance 
to us. We would then just l ike we do with incoming contributions, we would forward it on to 
the State Investment Office and they would invest it percent to the a l location that is a l ready 
establ ished . It's a fairly seamless process, and transfer out into the reverse order. 

Senator Gary Lee The Dever amendment is fai rly lengthy. What does it do? 

Sparb :  There was an error in that and was just corrected . The GVA added in 2059 and put 
expiration date on the Defined Contribution Option of 201 7 . That was done for a couple of 
reasons: 1 )  when someone leaves one and goes to another p lan ,  that has a negative effect 
on the defined benefit p lan because they have one less person ,  to help pay off the 
u nfunded l iab i l ity. They take those funds with them . There's an open estimate here. We 
assumed that there are probably about al lowing new employees to do th is, at about 1 0% of 
them wou ld ;  if that is the case it just extends our recovery plan by about 4-5 years because 
of them not being around . But we really don't know to be honest with you ,  who all is going 
to e lect and if  you had more people elect, 1 00% for example elect out, our plan would go to 
a zero funded status fai rly quickly. So, the four year period al lows time for it to be put into 
p lace ,  take a look at it, see what these th ings are; and it takes that cost down from what it 
would have been 1 %  of payrol l  to 2% payrol l .  

Senator Gary Lee Is that what the Dever amendment does? 

Sparb: Yes,  His amendment corrects the error on the expiration date . 

Senator Wanzek Senator Carl isle's amendment and the net impact is positive to the 
Defined Benefit P lan .  Can one extrapolate from that that those individuals collectively in the 
Defined Contribution Plan d id better than they would have in the Defined Benefit Plan? I n  
other words,  you're saying al l  their assets . When you look at their assets, their net effect of 
the assets and the l iabi l ity actual ly is positive. 

Sparb: Not entirely accurate. It's not just the assets that come over that makes it okay. It's 
the assets coming over and the increased contributions that would come from those people 
in the future, That increase contributions that is coming from them, would be what's in the 
recovery Plan because the contribution level is going up for everybody at that level ;  the DV 
and the DC. These folks have a salary of $75,000-80,000, our average salary in the 
system is general ly about $30,000. That is just by the nature of who they are. 

Senator Gary Lee This makes no sense anymore. If new bi l l  al lows new employees to 
come into the Defined Contribution Plan and then you add an amendment 2059 that a l lows 
us to add dol lars to the defined Benefit Plan and the Dever amendments says that they 
can't contribute anymore or move to the Defined Contribution Plan after 20 17 ,  and then 
Carl isle amendments says that the Defined Benefit people want to get out of the Defined 
contribution P lan ,  this th ing just doesn't make any sense anymore. I th ink  that we confused 
the whole issue in terms of what is trying to be done. 
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Sparb :  I t  does come together. 1 5\ there are those that feel and that was reflected in the 
orig inal 1 452 that there should be a Defined Contribution option for new state employees. 
This b i l l  does that. 2nd , in 2059 we had the recovery plan that defined benefit p lan ,  needs 
to be shored up. The amendment that you have before you does that; so it accompl ishes 
those two goals. Then is the 3rd issue out here, is there are those people who elected the 
DC plan in the past that would l ike to have the opportunity to come back and this does that. 
They only get a one- time election and then it's done. So you have three things going on 
here: 1 )  setting up if for the future for the DC option 2) getting the Define Benefit P lan back, 
getting the recovery portion in it 3) would al low those people a one-time option who are 
there in the past. There is an awfu l lot of things going on.  

C hairman Holmberg Could you put together for the committee a chart with the Dever 
amendment and what it does , the Carl isle amendment; and then another amendment. 
Ph ilosoph ically there are interesting points. We l ike tables. 

V.Chairman Grindberg Assume these amendments and b i l l  passes and we head into the 
first year  of the new biennium. There is a number of employees , that start with the state 
and they choose Define Contribution, could potentia l ly we have another issue when we 
come back here in 20 1 5, that they want to change their m ind and then they want to switch . 

Sparb: The newer group would not be entering the system when it goes through there is 
such d ramatic financial consequences that occurred . That is the issue with the other one. 

V.Chairman Grindberg The market is at al l-time records. How can we say that the people 
and the funds when they entered into the system certain ly the value that they own in the 
fund is down but today it's got to be at least where they were at. 

Sparb If you had $ 1 0  and the market corrected by 50%, your value went down $5. Now the 
market corrected to 50% and took you up to 7.50, your sti l l  $2 . 50 beh ind. What you need is 
if you go down 50, you need 1 00% to get back and were return ing to where we were but 
we're not return ing .  

V.Chairman Grindberg So can we assume these individuals are making conscious 
decisions on their portfo l io m ix and their level of risk as a member of the Defined 
Contribution Fund? Sparb yes. V. Chairman Grindberg There has been personal 
responsibi l ity with some decisions that they picked less of stock or CO's.  Some of that is 
their own doing? Sparb When you go into Defined Contribution Plan ,  you are responsible 
for setting your  asset al location.  

V.Chairman Grindberg I n  essence we're as a state , with th is amendment a l lowing them 
the forg iving their choices what they made or where they wanted their money invested . 
Certain ly that wou ld be a potential possibi l ity. 

Sparb It g ives them an opportun ity to come back with the fund . 

C hairman Holmberg One of the arguments that would be util ized , on the floor, no matter 
where we are, is this last amendment really mudd ies the water from the standpoint of our 
we g iving people a one- time election .  
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Senator Robinson: It might be viewed as a precedent. We've done it once ,  why wou ldn't 
we do it aga in .  Number 2 ,  I th ink a lot of folks ,  un intentionally don't give this issue a whole 
lot of thought when they take a job. They are happy to get a job, they sign their contract, 
and they go forward and then they look back at some point down the road . But I th i nk  at a 
m in imum,  g iven this experience we've had with the Defined Contribution ,  may be there 
should be a h istorical perspective of what happened over the last 1 5  years or so, to better 
inform some of these folks who elect, to go down that road what their ram ifications m ight 
be. It just seems that information would be helpful .  

Sparb: When this was orig inal ly offered in 1 999, 38% switched over. I n  the last 5 years, 
about 7 .5% switched over. If you look at the last 1 0  years it was about 1 5% so, you can see 
a l ittle of the interest over time on it. When markets were doing g reat it was about that 38%, 
it's kind of gone done. Not so say that when markets improve you might ,  i t  m ight be l ittle bit 
of a draw, but that g ives you a bit of a perspective. 

C hairman Holmberg Making a change in good times as in 1 999 would be interesting but, 
times are not always good and I have to declare a confl ict because some years ago, my 
sister made a selection non-revocable and Dave Thompson is here so he would know what 
I am going to say. If you ever l istened to the Magic Flute that Queen of the N ight Aria ,  you 
know how my sister is every time this comes up, so that is my confl ict. Dave Thompson 
knows exactly what I am talking about. 

V.Chairman Bowman "Those people that feel" who were you talking about? 

Sparb The people who elected to join the Defined Contribution P lan .  That's who I have 
been referring too . I wi l l  put that together and have it ready for tomorrow. 

Chairman Holmberg Thank you so we can have a walk about through that graph.  

Stuart Savekoul ,  Executive Director of the NO Publ ic Employees Reti rement System .  
had the opportun ity to testify o n  this bi l l  three times, because we've had it i n  front of 
Employee Benefits and then of course the House and now the Senate GVA. Up to this 
point we've testified in  opposition to the bi l l  every time. Those folks that made that election 
back in 1 999, have regretted it . This isn't the first t ime the NO Legislature has considered 
something l ike th is. In the 1 980's employees were g iven a simi lar option to opt into a 
Defined Contribution Plan and so g reat was their remorse, that by 1 985 or 1 987, Rep . 
Martinson sponsored a bi l l  that al lowed them to opt back into the p lans. So, there is i n  fact 
a precedent for when times a llow and when it works for the fund to let folks back i n .  We 
l ike that the Senate is making another effort to revive 2059. I am happy that it doesn't 
requ i re a g reat deal of persuasion for the folks in  the Senate to understanding importance 
of 2059 and the impact it will have on our employees and their retirement fund . Regard ing 
Senator Carl isle's amendment that has been sort of the subject of most of th is debate today 
I th ink  that you folks are in a un ique opportun ity to real ly help some employees opt back 
into the p lan but for those who opt back in your g iving them the opportun ity to have a 
secure reti rement and actual ly improve the status of the fund .  It's virtua l ly a win ,  the fund 
wins ,  and those individuals are able to retire and our association whi le there sti l l  very 
uncomfortable with the fact that there could be as many as 1 0% or who knows how many 
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folks would in the future opt into the Define Contribution Plan.  We bel ieve that the bi l l  now 
is complicated as Senator Lee mentioned but in our estimation the goods outweigh the bad ; 
perhaps there is a l ittle something for everyone in  this bi l l  that wi l l  al low it to clear both 
chambers at the conference committee. I ask for your support of the bi l l  and the 
amendments . 

Josh Askvig , N O  AARP I don't know where we're at technically on this b i l l  other than to 
say that we l ike, 2059 , which was rol led in ,  but our concerns to us has to do with the 
defined contributions. I think Senator Lee al luded to it, earl ier as to why would we g ive 
people the option to choose a worse plan. So, we real ly don't l ike the optional DC p iece and 
we testified against from the beginning,  we sti l l  don't l ike the optional DC p iece , and have a 
lot of stats that I l ist for you other than to say, if you real ly want to make it a rea l ly good bi l l  
you would take that piece out and probably add the Carlisle amendment and then it wou ld 
be a real ly good b i l l .  

Chairman Holmberg I t  might be a real ly good b i l l  for the Senate passage, but  i t  m ight not 
be as good for the House. We're trying to put together a boat that wi l l  float on both sides of 
the aisle. 

Chairman Holmberg closed the hearing on HB 1 452 . 
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0 Conference Committee 

Committee Clerk Signature 

Explanation or reason for introduction of bi l l/resoluti 

A bi l l  relating to i ncreased employer and employee contributions under the highway 
patrolmen's retirement plan and publ ic employees retirement system and elig ib i l ity to 
participate i n  the defined contribution retirement plan . 

Minutes: 

Chairman Holmberg opened the d iscussion on HB 1 452 and said that Senator Dever 
came in with a correction from his committee. 

Senator Carlisle moved Do Pass on amendment 1 3.0405.03005. 
Senator O'Connell  seconded the motion. 
Voice vote carried - amendment adopted .  

Senator Carlisle moved Do Pass on amendment 1 3.0405.03006. 
Senator O'Connel l  seconded the motion. 
Voice vote - amendment fai led. 

Senator Carlisle moved Do Pass as Amended with the Dever amendments ( .03005) 
correction on the dates. 
Senator Krebsbach seconded the motion. 

A rol l  call  vote was taken. Yea:  1 1  Nay: 2 Absent: 0 

The bi l l  goes back to the Government and Veterans Affairs committee and Senator 
Dever wi l l  carry the bi l l  on the floor. 



Amendment to: HB 1 452 

FISCAL NOTE 
Requested by Legislative Council 

04/01/2013 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
1 1 d · r  r ·  t d  d t t  eve s an appropna 1ons an IC/pa e un er curren aw.· 

2011-2013 Biennium 2013-2015 Biennium 

General Fund Other Funds General Fund Other Funds 

Revenues $0 $0 $0 

2015-2017 Biennium 

General Fund Other Funds 

$0 $0 $0 

Expenditures $0 $0 $6,1 83,400 $5,409,300 $1 2,366,800 $10,809,600 

Appropriations $0 $0 $6, 183,400 $5,409,300 $12,366,800 $10,809,600 

1 B. County, city, school district and township fiscal effect: Identify the fiscal effect on the appropriate political 
subdivision 

2011·2013 Biennium 2013·2015 Biennium 2015·2017 Biennium 

Counties $0 $3,206,350 $6,407,450 

Cities $0 $1 ,627,250 $3,251,850 

School Districts $0 $3,045, 100 $6,085,100 

Townships $0 $0 

2 A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions 
having fiscal impact (limited to 300 characters). 

The bill adjusts the employer and employee contributions to the state retirement plans to implement the last two 
years of the four year recovery plan and to offer an optional defined contribution plan to new state employees. 

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which have fiscal 
impact. Include any assumptions and comments relevant to the analysis. 

' . 

$0 

The bill increases member and employer contributions for the NDPERS Main (Section 4,5,6), Judges (Section 7), 
Highway Patrol (Section 1 & 2), and Defined Contribution (Section 1 1  & 1 3) systems by 1 %  each in January of 201 4  
and 201 5. The Law Enforcement Plans (Section 9 )  and National Guard Plan (Section 8), increase by 1 /2% for the 
member over the same period of time. The bill is to implement the last two years of the recovery plan and offer the 
optional defined contribution plan. Section 1 7  provides a $22,000 appropriation to the Public Employees Retirement 
System for implementation of the provisions of this bill. 

3. State fiscal effect detail: 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. 

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

See 2B above. 



I ! . 
C. Appropriations: Explain the appropriation amounts.: Provide detail, when appropriate, for each fJgency and fund 

affected. Explain the relationship between the amouhts shown for expenditures and appropriations. Indicate whether 
the appropriation is also included in the executive budget or relates to a continuing appropriation. 

See 28 above, the appropriation is included in the executive budget. 

Name: Sparb Collins 

Agency: NDPERS 

Telephone: 701 -328-3900 

Date Prepared: 01 /28/201 3  



Amendment to: HB 1 452 

FISCAL NOTE 
Requested by Legislative Council 

02/12/2013 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
I I d · r  .

. t d  d t l  eve s an appropna 1ons antJcJpa e un er cwren aw. 
2011·2013 Biennium 2013-2015 Biennium 

General Fund Other Funds General Fund Other Funds 

Revenues $0 $0 $0 

2015-2017 Biennium 

General Fund Other Funds 

$0 $0 $0 

Expenditures $0 $0 $6,028,000 $5,278,500 $6,028,000 $5,278,500 

Appropriations $0 $0 $0 $0 $0 

1 B. County, city, school district and township fiscal effect: Identify the fiscal effect on the appropriate political 
subdivision 

2011·2013 Biennium 2013·2015 Biennium 2015-2017 Biennium 

$0 

Counties $0 $2,792,500 $2,792,500 

Cities $0 $1 , 197,500 $1 , 197,500 

School Districts $0 $2,986,500 $2,986,500 

Townships $0 $0 

2 A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions 
having fiscal impact (limited to 300 characters). 

$0 

The proposed legislation would provide NEW State employees, including judges, BCI law enforcement officers and 
National Guard employees, the opportunity to irrevocably elect to participate in the Defined Contribution Plan 
pursuant to rules adopted by the PERS board. 

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which have fiscal 
impact. Include any assumptions and comments relevant to the analysis. 

The increase is due to having fewer members in the various retirement plans to pay off the unfunded liability. This 
bill would allow new state employees the opportunity to elect out of the existing retirement plan and join the defined 
contribution retirement plan. The above assumes that 1 0% of the new members would elect to transfer {these 
estimates assume the recovery plan will be adopted and therefore these amounts would be in addition to recovery 
plan estimates). At this level, contributions would need to increase by 1 .06% of payroll to support this option for the 
Main/hybrid plan. This would have a total biennium cost of $ 1 8.3 million. Over the last 1 0  years about 1 6% of newly 
hired nonclassified employees elected to transfer to the. DC plan and over the last 5 years this fell to about 7.8% . 
Assuming these election rates, the number of members in the existing defined benefit/hybrid plans would decrease, 
while the unfunded liability would not go down proportionately. Consequently there would be fewer members to pay 
off the remaining unfunded liability. Therefore, the contribution amount required from those remaining is higher in 
order to generate approximately the same amount of revenue to make the necessary payments to pay off the 
unfunded liability. If we assumed that the number making this election to transfer was annually 5% of the new hires, 
then the main hybrid plan contributions would need to ircrease by .58% to support this option at the level for the 
Main/hybrid plan. This would have a total biennium cost of $10.0 million. Alternatively, if we assume that 1 5% of the 
new hires, then contributions would need to increase by 1 .57% in the Main/Hybrid Plan. This would have a total 
biennium cost of $27.0 million. As illustrated, the cost varies substantially depending on the number electing to 
transfer. This transfer risk will be an ongoing risk for the plan if this bill is adopted and may cause contribution 
requirements to vary substantially. 



3. State fiscal effect detail: 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. 

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

The effective date of the bill is 8/1 /201 3 and its provisions would be implemented when administrative rules are 
promulgate pursuant to the bill. From this date forward the number of state employees in the existing defined 
benefit/hybrid plan will start to decrease. The actuary has determined that this declining membership will mean the 
remaining members will need a higher contribution to raise approximately the same amount of funds to pay off the 
unfunded liability. These actuarial effects will start to take place with the implementation of the bill. If contributions 
are not increased, funds are not appropriated, and the actuarial assumptions are not met, the additional contribution 
for the remaining members will continue to accrue and roll over into future bienniums for additional payment. In 
addition, NDPERS estimates additional administration expenses for printing, mailings, meetings, etc. of $22,000. 

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund 
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether 
the appropriation is also included in the executive budget or relates to a continuing appropriation. 

The bill as proposed does not appropriate funds to pay, the additional cost identified above. If appropriated, 
retirement contributions would need to be increased for the state and political subdivisions by 1 .06%, assuming 1 0% 
of the new hires transfer, or .58%, assuming 5% of the new hires transfer, or 1 .57% if 1 5% of the new hires transfer. 
Contribution requirements for the other smaller systems would need to change as well. At the level of 1 0% of the 
new hires, the Judges contribution would need to go up by 1 .07%, the law enforcement contribution would need to 
go up .52% and National Guard would need to go up .34%. 

Name: Sparb Collins 

Agency: NDPERS 

Telephone: 701 -328-3900 

Date Prepared: 01 /28/201 3  



Bill/Resolution No.: HB 1 452 

FISCAL NOTE 
Requested by Legislative Council 

01/22/2013 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
levels and appropriations anticipate d I under current aw. 

2011·2013 Biennium 2013-2015 Biennium 

General Fund Other Funds General Fund Other Funds 

Revenues $0 $0 $0 

2015·2017 Biennium 

General Fund Other Funds 

$0 $0 $0 

Expenditures $0 $0 $9,440,000 $8,352,000 $9,440,000 $8,352,000 

Appropriations $0 $0 $0 $0 $0 

1 B. County, city, school district and township fiscal effect: Identify the fiscal effect on the appropriate political 
subdivision 

2011·2013 Biennium 2013-2015 Biennium 2015·2017 Biennium 

$0 

Counties $0 $4,368,000 $4,368,000 

Cities $0 $1 ,873,000 $1 ,873,000 

School Districts $0 $4,672,000 $4,672,000 

Townships $0 $0 

2 A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions 
having fiscal impact (limited to 300 characters). 

The proposed legislation would provide State employees, including judges, BCI Iaw enforcement officers and 
National Guard employees, the opportunity to irrevocably elect to participate in the Defined Contribution Plan 
pursuant to rules adopted by the PERS board. 

B. Fiscal impact sections: Identify and provide a brief description. of the sections of the measure which have fiscal 
impact. Include any assumptions and comments relevant to the analysis. 

$0 

The increase is due to having fewer members in the various retirement plans to pay off the unfunded liability. This 
bill would allow existing and new state employees the opportunity to elect out of the existing retirement plan and join 
the defined contribution retirement plan. The above assumes that 1 5% of the existing members would elect to 
transfer and 1 0% of newly hired employees annually thereafter (these estimates assume the recovery plan will be 
adopted and therefore these amounts would be in addition to recovery plan estimates). At this level, contributions 
would need to increase by 1 .66% of payroll to support this option for the Main/hybrid plan. This would have a total 
biennium cost of $28.6 million. When this option was originally offered to non-classified state employees in 1999, 
38% elected to transfer. Over the last 1 0  years about 1 6% of newly hired employees elected to transfer to the DC 
plan and over the last 5 years this fell to about 7.8% . "T:he above projections use a lower election rate for existing 
employees due to the current economic conditions. Assuming these election rates, the number of members in the 
existing defined benefiVhybrid plans would decrease, while the unfunded liability would not go down proportionately. 
Consequently there would be fewer members to pay off the remaining unfunded liability. Therefore, the contribution 
amount required from those remaining is higher in order to generate approximately the same amount of revenue to 
make the necessary payments to pay off the unfunded liability. The second area contributing to the actuarial effect is 
that existing employees are allowed to transfer the full present value of their accrued benefit. This would result in a 
transfer of assets greater than the assets that currently support the benefit, causing the plan to take a loss for each 
member transferring that would need to be paid by increased contributions from those remaining. If this provision 
was modified to make it present value less unfunded liability it would reduce the cost for the main hybrid plan. If we 
assumed that the number making this election to transfer was annually 1 0% of the existing members and 5% of the 
new hires, then the main hybrid plan contributions would need to increase by .95% to support this option at the level 
for the Main/hybrid plan. This would have a total biennium cost of $1 6.4 million. Alternatively, if we assume that 20% 
of the existing members elect to transfer and 1 5% of the new hires then contributions would need to increase by 
2.42% in the Main/Hybrid Plan. This would have a total, biennium cost of $41 .7 million. As illustrated, the cost varies 



; : 

substantially depending on the number electing to transfer. This transfer risk will be an ongoing risk for the plan if 
this bill is adopted and may cause contribution requirements to vary substantially. 

,. 

3. State fiscal effect detail: 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. 

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

· 

The effective date of the bill is 8/1 /201 3 and its provisions would be implemented when administrative rules are 
promulgate pursuant to the bill. From this date forward the number of state employees in the existing defined 
benefit/hybrid plan will start to decrease. The actuary has determined that this declining membership will mean the 
remaining members will need a higher contribution to raise approximately the same amount of funds to pay off the 
unfunded liability. These actuarial effects will start to take place with the implementation of the bill. If contributions 
are not increased, funds are not appropriated, and the actuarial assumptions are not met, the additional contribution 
for the remaining members will continue to accrue and roll over into future bienniums for additional payment. In 
addition, NDPERS estimates additional administration expenses for printing, mailings, meetings, etc. of $1 06,000. 

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund 
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether 
the appropriation is also included in the executive budget or relates to a continuing appropriation. 

The bill as proposed does not appropriate funds to pay the additional cost identified above. If appropriated, 
retirement contributions would need to be increased for the state and political subdivisions by 1 .66%, assuming 1 5% 
of the existing members transfer and 1 0% of the new hires, or .95%, assuming 1 0% of the existing members 
transfer and 5% of the new hires, or 2.42% if 20% of the existing members transfer and 1 5% of the new hires. 
Contribution requirements for the other smaller syste'm ·would rieed to change as well. At the level of 1 5% of the 
existing members and 1 0% of the new hires, the Judges contribution would need to go up by 1 .64%, the law 
enforcement contribution would need to go up .76% and National Guard would need to go up .46%. 

Name: Sparb Collins 

Agency: NDPERS 

Telephone: 701 -328-3900 

Date Prepared: 01 /28/201 3  
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Prepared by the Legislative Council staff for 
Senator Dever 

April 3, 201 3 

PROPOSED AMENDMENTS TO ENGROSSED HOUSE B ILL NO.  1 452 

In l ieu of the amendments adopted by the Senate as printed on pages 988-995 of the Senate 
Journal ,  Engrossed House Bi l l  No. 1 452 is amended as fol lows: 

Page 1 ,  l ine 1 ,  after "reenact" insert "sections 39-03. 1 -09 and 39-03. 1 -1 0 , "  

Page 1 ,  l ine 1 ,  replace the second "and" with a comma 

Page 1 ,  l ine 1 ,  after "sections" insert "54-52-02.9 ,  54-52-05, 54-52-06, 54-52-06. 1 ,  54-52-06.2,  
54-52-06.3 ,  and" 

Page 1 ,  l ine 2, after the first comma insert "subsection 6 of section 54-52. 6-02, and sections" 

Page 1 , line 2 ,  remove the second comma 

Page 1 ,  l ine 2 ,  replace "54-52.6-1 5" with "54-52.6-09" 

Page 1 ,  l ine 2, after "to" insert "increased employer and employee contributions under the 
highway patro lmen's retirement plan and publ ic employees retirement system and" 

Page 1 ,  l ine 3,  remove "and to repeal section 54-52.6-03 of the" 

Page 1 ,  remove line 4 

Page 1 ,  l ine 5, replace "publ ic employees retirement system" with "to provide for a leg islative 
management study; to provide an appropriation;  to provide an effective date; and to 
provide an expiration date" 

Page 1 ,  after l ine 6, i nsert: 

"SECTION 1 .  AMENDMENT. Section 39-03. 1 -09 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

39-03.1 -09. Payments by contributors - Employer payment of employee 
contribution. 

1 .  Every member, except as provided in section 39-03. 1 -07, shal l  contribute 
i nto the fund ten and thirty-hundredths percent of the member's monthly 
salary, which sum must be deducted from the membe r's salary and 
credited to the member's account i n  the fund. Member contributions 
i ncrease by one percent of the member's monthly salary beginning with the 
m onth ly reporting period of January 201 2 ,  and with an additional increase 
efannual ly by one percent, beg inning with the m onth ly reporting period of 
January 201 3, January 201 4, and January 201 5. 

2. The state of North Dakota, at its option , may pay the member contributions 
required by subsection 1 for all compensation earned after June 30, 1 983, 
and may pay the member contributions required to purchase service credit 
on a pretax basis pursuant to subsection 8 of section 39-03. 1 -08.2.  The 
amount paid must be paid by the state in lieu of contributions by the 
member. A member may not receive the contributed amounts d i rectly once 
the employer has elected to pay the member contributions. If the state 
decides not to pay the contributions, the amount that would have been 
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paid wi l l  continue to be deducted from compensation .  If contributions are 
paid by the state, they must be treated as employer contributions in 
determining tax treatment under th is code and the federal I nternal 
Revenue Code. If contributions are paid by the state , they m ust not be 
included as gross income of the member in determin ing tax treatment 
under this code and the I nternal Revenue Code unti l they are d istributed or 
made avai lable. The state shal l  pay these member contributions from the 
same source of funds used in paying com pensation to the members. The 
state shall pay these contributions by effecting an equal cash reduction in 
the gross salary of the employee or by an offset against future salary 
increases or by a combination of a reduction in gross salary and offset 
against future salary increases. If member contributions are paid by the 
state, they must be treated for the purposes of this chapter in the same 
manner and to the same extent as member contributions made prior to the 
date the contributions were assumed by the state. The option g iven 
employers by this subsection m ust be exercised in accordance with rules 
adopted by the board. 

3. For compensation earned after August 1 ,  2009, all e mployee contributions 
requ ired under subsection 1 ,  and not otherwise paid under subsection 2, 
m ust be paid by the state in lieu of contributions by the member. Al l 
contributions paid by the state under this subsection m ust be treated as 
employer contributions in determin ing tax treatment u nder this code and 
the federal  Internal Revenue Code. Contributions paid by the state under 
this subsection may not be included as gross income of the member in 
determining tax treatment under this code and the Internal  Revenue Code 
until the contributions are d istributed or made avai lable. Contributions paid 
by the state in accordance with this subsection must be treated for the 
purposes of this chapter in the same manner and to the same extent as 
member contributions made before the date the contributions were 
assumed by the state. The state shal l  pay these member contributions 
from the same source of funds used in paying compensation to the 
members. The state shal l  pay these contributions by effecting an equal 
cash reduction in the gross salary of the employee. The state shall 
continue making payments under this section unless otherwise specifically 
provided for under the agency's biennial appropriat ion or by law. 

SECTION 2. AMENDM ENT. Section 39-03 . 1 - 1 0  of the North Dakota Century 
Code is amended and reenacted as fol lows: 

39-03.1 -1 0. Contributions by the state. 

The state shal l  contribute to the fund a sum equal to sixteen and 
seventy-hundredths percent of the monthly salary or wage of a participating member. 
State contributions increase by one percent of the monthly salary or wage of a 
participating member beginn ing with the month ly reporting period of January 20 1 2, and 
with an additional increase ofannually by one percent, beginning with the reporting 
period of January 201 3, January 201 4, and January 201 5. If the m ember's contribution 
is paid by the state under subsection 2 of section 39-03. 1 -09, the state shal l  contribute, 
in addit ion, an amount equal to the required member's contribution. The state shal l  pay 
the associated employer contribution for those members who elect to exercise their 
rights under subsection 3 of section 39-03. 1 -1 0. 1 . " 

Page 1 ,  after l i ne 21 , i nsert: 
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"SECTION 4. AMEN DMENT. Section 54-52-02.9 of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-02.9. Participation by tempora ry employees. 

A temporary employee may elect, within one hundred eighty days of beginning 
employment, to participate in the public employees retirement system and receive 
credit for service after enrollment. The temporary employee shal l  pay monthly to the 
fund an amount equal to eight and twelve-hundredths percent t imes the temporary 
employee's present monthly salary. The amount required to be paid by a temporary 
employee increases by two percent times the temporary employee's present monthly 
salary beginning with the monthly reporting period of January 20 1 2 , and with an 
additionalincreases annual ly by two percent increase, beginning with the reporting 
period of January 201 3, January 201 4, and January 201 5.  The temporary employee 
shal l  also pay the required monthly contribution to the retiree health benefit fund 
established under section 54-52 . 1 -03.2. This contribution m ust be recorded as a 
member contribution pursuant to section 54-52 . 1 -03.2.  An employer may not pay the 
temporary employee's contributions. A temporary employee may continue to participate 
as a temporary employee in the public employees retirement system until termination 
of employment or reclassification of the temporary employee as a permanent 
employee. A temporary employee may not purchase any additiona l  credit, including 
additional credit under section 54-52-1 7 .4 or past service under section 54-52-02.6. 

SECTION 5. AM ENDMENT. Section 54-52-05 of the N orth Dakota Century Code 
is amended and reenacted as fol lows: 

54-52-05. Membership and assessments - Employer payment of employee 
contributions. 

1 .  Every el igible governmental unit employee concurring in the plan must so 
state in writing and all future elig ible employees are participating members. 
An employee who was not enrol led in the retirement system when e l ig ible 
to participate must be enrol led immediately upon notice of the employee's 
el igibi l ity, unless the employee waives in writing the employee's right to 
participate for the previous time of el ig ib i l ity, to avoid contributing to the 
fund for past service. An employee who is el ig ible for normal ret irement 
who accepts a retirement benefit under this chapter and who subsequently 
becomes employed with a participating employer other than the employer 
with which the employee was employed at the time the employee retired 
under this chapter may, before reenrol l ing in the reti rement plan, elect to 
permanently waive future participation in the ret irement plan and the 
retiree health program and maintain that employee's retirement status. An 
employee making this election is not required to make any future employee 
contributions to the publ ic employees retirement system nor is the 
employee's employer required to make any further contributions on behalf 
of that employee. 

2 .  Each member must be  assessed and required to  pay monthly four percent 
of the month ly salary or wage paid to the member, and such assessment 
must be deducted and retained out of such salary in equal month ly 
insta l lments commencing with the first month of employment. Member 
contributions increase by one percent of the monthly salary or wage paid 
to the member beg inning with the monthly reporting period of 
January 20 1 2, and with an additional increase efannual ly by one percent, 
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beginn ing with the monthly reporting period of January 201 3. January 
2014. and January 201 5. 

3 .  Each employer, at  its option, may pay al l  or a portion of the employee 
contributions required by subsection 2 and sections 54-52-06. 1 ,  
54-52-06.2 ,  54-52-06.3,  and 54-52-06.4 or the employee contributions 
requ i red to purchase service credit on a pretax basis pursuant to 
subsection 5 of section 54-52-1 7.4. Employees may n ot receive the 
contributed amounts d irectly once the employer has elected to pay the 
employee contributions. The amount paid must be pa id by the employer in 
l ieu of contributions by the employee. I f  the state determines not to pay the 
contributions, the amount that would have been paid m ust continue to be 
deducted from the employee's compensation. I f  contr ibutions are paid by 
the employer, they must be treated as employer contributions in 
determin ing tax treatment under this code and the federal  I nternal 
Revenue Code. If contributions are paid by the employer, they may not be 
included as g ross income of the employee in  determ in ing tax treatment 
under this code and the Internal Revenue Code unti l they are d istributed or 
made avai lable. The employer shal l  pay these employee contributions from 
the same source of funds used in paying compensation to the employee or 
from the levy authorized by subsection 5 of section 57-1 5-28. 1 .  The 
employer shal l  pay these contributions by effecting an equal cash 
reduction in the gross salary of the employee or by an offset against future 
salary increases or by a contribution of a reduction i n  g ross salary and 
offset against future salary increases. I f  employee contributions are paid by 
the employer, they must be treated for the purposes of this chapter in  the 
same manner  and to the same extent as employee contributions made 
prior to the d ate on which employee contributions were assumed by the 
employer. An employer exercising its option under th is  subsection shal l  
report its choice to the board in writing. 

4 .  For compensation earned after August 1 ,  2009, al l  e mployee contributions 
required under section 54-52-06. 1  and the job service North Dakota 
ret irement p lan,  and not otherwise paid under subsection 3, must be paid 
by the employer in  l ieu of contributions by the member. Al l contributions 
paid by the employer under this subsection must be treated as employer 
contributions in determining tax treatment under this code and the Internal 
Revenue Code. Contributions paid by the employer under this subsection 
may not be included as gross income of the member in determin ing tax 
treatment under th is code and the Internal Revenue Code unti l the 
contributions are d istributed or made avai lable. Contributions paid by the 
employer in accordance with this subsection must be treated for the 
purposes of this chapter in the same manner and to the same extent as 
member contributions made before the date the contributions were 
assumed by the employer. The employer shal l  pay these member 
contributions from the same source of funds used in paying compensation 
to the employee. The employer shall pay these contributions by effecting 
an equal cash reduction in the gross salary of the employee. The employer 
shal l  continue making payments under this section u n less otherwise 
specifica l ly provided for under the agency's biennial  appropriation or by 
amendment to law. 

SECTION 6. AM E N D M ENT. Section 54-52-06 of the North Dakota Century Code 
is amended and reenacted as follows: 
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54-52-06. Employer's contribution to retirement plan. 

Each governmental unit shall contribute an amount equal to four and 
twelve-hundredths percent of the monthly salary or wage of a participating member. 
Governmental unit contributions increase by one percent of the monthly salary or wage 
of a participating member beginn ing with the monthly reporting period of January 201 2, 
and with an additional increase ofannual ly by one percent, beginning with the reporting 
period of January 201 3. January 201 4, and January 201 5 .  For those members who 
e lect to exercise their rights under section 54-52-1 7. 1 4, the employing governmental 
unit, or in  the case of a member not presently under covered employment the most 
recent employing governmental unit, shal l  pay the associated employer contribution. If 
the employee's contribution is paid by the governmental unit under subsection 3 of 
section 54-52-05, the employer unit shal l  contribute, in addit ion, an  amount equal to the 
required employee's contribution. Each governmental un it shal l pay the contribution 
monthly, or in the case of an election made pursuant to section 54-52-1 7. 1 4  a lump 
sum,  into the ret irement fund from its funds appropriated for payro l l  and salary or any 
other funds avai lable for these purposes. Any governmental un it fai l ing to pay the 
contributions monthly, or in  the case of an election made pursuant to section 
54-52-1 7. 1 4  a lump sum, is subject to a civil penalty of fifty dol lars and,  as interest, one 
percent of the amount due for each month of delay or fraction thereof after the payment 
became due. In lieu of assessing a civil penalty or one percent per m onth, or both , 
interest at the actuarial rate of return may be assessed for each m onth the 
contributions are del inquent. If contributions are paid with in ninety days of the date they 
became due, penalty and interest to be paid on del inquent contributions may be 
waived. An employer is required to submit contributions for any past el ig ible employee 
who was employed after July 1 ,  1 977, for which contributions were not made if the 
employee would have been elig ible to become vested had the employee participated 
and if the employee e lects to join the public employees ret irement system .  Employer 
contributions may not be assessed for el ig ible service that an employee has waived 
pursuant to subsection 1 of section 54-52-05. The board shal l  report to each session of 
the legislative assembly the contributions necessary, as determined by the actuarial 
study, to maintain the fund's actuarial soundness. 

SECTION 7. AMENDMENT. Section 54-52-06. 1  of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-06. 1 .  Contribution by supreme and district court j udges - Employer 
contribution. 

Each judge of the supreme or d istrict court who is a member of the public 
employees retirement system must be assessed and required to pay monthly five 
percent of the judge's month ly salary. Member contributions increase by one percent of 
the judge's m onthly salary beginning with the monthly reporting period of 
January 201 2, and with an additional increase ofannual ly by one percent, beginning 
with the report ing period of January 201 3. January 201 4, and January 201 5 .  The 
assessment m ust be deducted and reta ined out of the judge's salary in equal monthly 
i nstal lments. The state shall contribute an amount equal to fourteen and fifty-two 
one-hundredths percent of the monthly  salary of a supreme or district court judge who 
is a partic ipating member of the system,  which matching contribution must be paid from 
its funds appropriated for salary, or from any other funds avai lable for such purposes. 
State contributions increase by one percent of the monthly salary of a supreme or 
d istrict court judge who is a participating member of the system beginn ing with the 
m onth ly reporting period of January 201 2, and with an additional increase ofannually 
Qy one percent, beginning with the monthly reporting period of January 201 3. January 
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201 4. and January 201 5. If the judge's contribution is paid by the state under 
subsection 3 of section 54-52-05, the state shall contribute, in  addition, an amount 
equal to the required judge's contribution. 

SECTION 8. AMENDM ENT. Section 54-52-06.2 of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-06.2. Contribution by national guard security officers or firefighters -
Em ployer contribution. 

Each national guard security officer or firefig hter who is a member of the publ ic 
employees retirement system is assessed and shal l  pay monthly four percent of the 
employee's monthly  salary. Member contributions increase annual ly by one-half of one 
percent of the member's monthly salary beginning with the monthly reporting period of 
January 201 4  and January 201 5. The assessment must be deducted and retained out 
of the employee's salary in equal monthly instal lments. The national  guard security 
officer's or firefighter's employer shal l  contribute an amount determined by the board to 
be actuarial ly required to support the level of benefits specified i n  section 54-52- 1 7 . 
The employer's contribution must be paid from funds appropriated for salary or from 
any other funds avai lable for such purposes. If the security officer's or fi refighter's 
assessment is paid by the employer under subsection 3 of section 54-52-05, the 
employer shall contribute, in addition, an amount equal to the requ i red national guard 
security officer's or firefighter's assessment. 

SECTION 9. AMENDM ENT. Section 54-52-06. 3  of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-06.3. Contribution by peace officers and correctional officers 
employed by political subdivisions - Employer contribution. 

Each peace officer or correctional officer employed by a pol itical subdivision 
that enters into an agreement with the retirement board on behalf of its peace officers 
and correctional officers separately from its other employees and who is a member of 
the public employees retirement system is assessed and shal l  pay monthly four 
percent of the employee's monthly  salary. Peace officer or correctional officer 
contributions increase by one-half of one percent of the member's monthly salary 
beg inning with the month ly report ing period of January 201 2, and •.vith an additional 
increase efannual ly by one-half of one percent, beginning with the monthly reporting 
period of January 201 3, January 201 4, and January 201 5.  The assessment must be 
deducted and retained out of the employee's salary in equal monthly instal lments. The 
peace officer's or correctional officer's employer shall contribute an amount determined 
by the board to be actuarial ly required to support the level of benefits specified in 
section 54-52-1 7 . If the peace officer's or correctional officer's assessment is paid by 
the employer under subsection 3 of section 54-52-05, the employer shall contribute, in 
addit ion, an amount equal to the required peace officer's or correctional officer's 
assessment . "  

Page 2, l ine 1 2 , replace " is  h i red after July 30. 201 3" with "elects to part icipate in the retirement 
plan under this chapter" 

Page 3, after l ine 2, insert: 

"SECTION 1 1 .  AM ENDMENT. Subsection 6 of section 54-52.6-02 of the North 
Dakota Century Code is amended and reenacted as follows: 
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6. A participating member who becomes a temporary employee may sti l l  
participate in the defined contribution retirement p lan upon fi l ing an 
e lection with the board within one hundred eighty days of transferring to 
temporary employee status. The participating member may not become a 
member of the defined benefit plan as a temporary e mployee. The 
temporary employee electing to participate in the defined contribution 
retirement plan shall pay monthly to the fund an amount equal to eight and 
twelve-hundredths percent times the temporary employee's present 
monthly salary. The amount required to be paid by a temporary employee 
increases by two percent times the temporary employee's present monthly 
salary beginning with the monthly  reporting period of J anuary 2012 ,  and 
with an additional increase ofincreases annual ly by two percent, beginning 
with the monthly reporting period of January 201 3, J anuary 2014, and 
January 201 5. The temporary employee shal l  a lso pay the required 
monthly contribution to the retiree health benefit fund establ ished under 
section 54-52 . 1 -03.2. This contribution must be recorded as a member 
contribution pursuant to section 54-52. 1 -03.2 .  An employer may not pay 
the temporary employee's contributions. A temporary employee may 
continue to participate as a temporary employee unti l  term ination of 
employment or reclassification of the temporary employee as a permanent 
employee." 

Page 6, l ine 3,  remove "At the time of hire the" 

Page 6, replace l ines 4 through 1 0  with "The board shal l  provide an opportunity for el igible 
employees who are new members of the publ ic employees retire ment system under 
chapter 54-52 to transfer to the defined contribution plan under th is chapter pursuant to 
the rules and pol icies adopted by the board . "  

Page 6, l i ne  1 1 ,  replace "an e l igible employee to participate in" with "a member of the public 
employees retirement system under chapter 54-52 to transfer to" 

Page 6, l ine 1 2, remove "In the case of an el igible employee" 

Page 6, remove l ine 1 3  

Page 6, l ine 1 4 ,  replace "el igible employee transferring" with "For an individual who elects to 
transfer" 

Page 6, l ine 1 6, remove "and" 

Page 6, l ine 22, remove "The board shal l  ca lculate the actuarial present value of the 
ind ividual 's" 

Page 6, remove l ines 23 and 24 

Page 6, l ine 25, remove "reti rement age."  

Page 7 ,  remove l ines 27 through 31  

Page 8, replace l ines 1 through 8 with :  

"SECTION 1 3. AM ENDMENT. Section 54-52.6-09 of the North Dakota Century 
Code is amended and reenacted as follows: 
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54-52.6-09. Contributions - Penalty. 

1 .  Each participating member shal l  contribute monthly four percent of the 
monthly salary or wage paid to the participant, and th is assessment must 
be deducted from the participant's salary in equal monthly installments 
commencing with the first month of participation in the defined contribution 
reti rement plan establ ished under this chapter. Partic ipating member 
contributions increase by one percent of the monthly sa lary or wage paid 
to the participant beginning with the monthly reporting period of 
January 201 2, and with an additional increase efannual ly by one percent, 
beginning with the reporting period of January 201 3, J anuary 201 4, and 
January 20 1 5. 

2 .  The employer shal l  contribute an amount equal to four and 
twelve-hundredths percent of the monthly salary or wage of a participating 
member. Employer contributions increase by one percent of the monthly 
salary or wage of a participating member beginn ing with the monthly 
reporting period of January 201 2,  and with an additional increase 
efannual ly by one percent, beginn ing with the month ly reporting period of 
January 20 1 3. January 201 4, and January 201 5. If the  employee's 
contribution is paid by the employer under subsect ion 3, the employer shal l  
contribute, in  addit ion, an amount equal to the required  employee's 
contribution. The employer shal l  pay monthly  such contribution into the 
part icipating member's account from its funds appropriated for payrol l  and 
salary or any other funds avai lable for such purposes .  If the employer fai ls 
to pay the contributions monthly, it is subject to a civ i l  penalty of fifty dol lars 
and, as interest, one percent of the amount due for each month of delay or 
fraction thereof after the payment became due. 

3. Each employer, at its option ,  may pay the employee contributions required 
by this section for a l l  compensation earned after Decem ber 31 , 1 999. The 
amount paid must be paid by the employer in l ieu of contributions by the 
employee. If  the employer decides not to pay the contributions, the amount 
that would have been paid wi l l  continue to be deducted  from the 
employee's compensation.  If contributions are paid by the employer, they 
must be treated as employer contributions in determ i n ing tax treatment 
under this code and the federal Internal Revenue Code. Contributions paid 
by the employer may not be included as gross income of the employee in 
determin ing tax treatment under this code and the federal Internal 
Revenue Code until they are d istributed or made ava i lable. The employer 
shal l  pay these employee contributions from the same source of funds 
used in paying compensation to the employee. The e mployer shal l  pay 
these contributions by effecting an equal cash reduction in the gross salary 
of the employee or by an offset against future salary increases or by a 
combination of a reduction in gross salary and offset against future salary 
increases. Employee contributions paid by the employer must be treated 
for the purposes of this chapter in the same manner and to the same 
extent as employee contributions made before the d ate on which 
employee contributions were assumed by the employer. An employer shal l  
exercise its option under this subsection by reporting its choice to the 
board in writing . 

SECTION 1 4. LEGISLATIVE MANAG EM ENT STUDY - NORTH DAKOTA 
RETIREMENT PLANS. During the 201 3-1 4 interim ,  the legislative management shall 
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consider studying the feasib i l ity and desirabi l ity of existing and possible state 
retirement plans. The study must include an analysis of both a defined benefit plan and 
a defined contribution plan with considerations and possible consequences for 
trans itioning to a state defined contribution plan. The study may not be conducted by 
the employee benefits programs committee. The leg islative m anagement shal l  report 
its findings and recommendations, together with any legis lation needed to implement 
the recommendations, to the sixty-fourth legislative assembly. 

SECTION 1 5. APPROPRIATION. There is appropriated from special funds 
derived from publ ic employees reti rement system income not otherwise appropriated, 
the sum of $22,000, or so m uch of the sum as may be necessary, to the public 
employees retirement system board for the purpose of implementing this Act, for the 
bienn ium beginn ing July 1 ,  201 3, and ending June 30, 20 1 5  . 

. SECTION 1 6. EFFECTIVE DATE. Sections 3, 1 0, and 1 2  of this Act become 
effective on October 1 ,  201 3.  

SECTION 1 7. EXPI RATION DATE - S USPENSION. Sections 3 ,  1 0 , and 12 of this 
Act are effective through July 3 1 , 201 7 , and after that date are ineffective. Section 
54-52.6-03 is suspended from October 1 ,  201 3, through July 31 , 201 7. Section 
54-52.6-03. as it existed on Septem ber 30, 201 3, becomes effective on August 1 ,  
201 7."  

Renumber accordingly 
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REPORT OF STANDING COMMITTEE 
HB 1 452, as engrossed and amended : Appropriations Committee (Sen. Holm berg, 

Chairman) recommends AMENDM ENTS AS FOLLOWS and when so amended , 
recommends DO PASS ( 1 1  YEAS, 2 NAYS, 0 ABSENT AND N OT VOTI NG).  
Engrossed HB 1 452 , as amended, was placed on the Sixth order on the calendar. 

I n  l ieu of the amendments adopted by the Senate as printed on pages 988-995 of the 
Senate Journal ,  Engrossed House Bi l l  No. 1 452 is amended as follows: 

Page 1 ,  l ine 1 ,  after "reenact" insert "sections 39-03. 1 -09 and 39-03 . 1 -1 0,"  

Page 1 ,  l ine 1 ,  replace the second "and" with a comma 

Page 1 ,  l ine 1 ,  after "sections" insert "54-52-02 .9 ,  54-52-05, 54-52-06, 54-52-06. 1 ,  
54-52-06.2, 54-52-06 .3 ,  and" 

Page 1 ,  l ine 2 ,  after the first comma insert "subsection 6 of section 54-52 .6-02 , and sections" 

Page 1 ,  l ine 2, remove the second comma 

Page 1 ,  l ine 2, replace "54-52 .6-1 5" with "54-52 .6-09" 

Page 1 ,  l i ne 2, after "to" insert "increased employer and employee contributions under the 
highway patrolmen's retirement plan and public employees retirement system and" 

Page 1 ,  l ine 3, remove "and to repeal section 54-52 .6-03 of the" 

Page 1 ,  remove line 4 

Page 1 ,  l ine 5, replace "publ ic employees retirement system" with "to provide for a legislative 
management study; to provide an appropriation; to provide an effective date; and to 
provide an expiration date" 

Page 1 ,  after l ine 6, insert: 

"S ECTION 1 .  AMENDMENT. Section 39-03 . 1 -09 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

39-03. 1 -09. Payments by contributors - Em ployer payment of employee 
contribution. 

1 .  Every member, except as provided in  section 39-03 . 1 -07, shall  contribute 
into the fund ten and thirty-hundredths percent of the member's monthly 
salary, wh ich sum must be deducted from the member's salary and 
cred ited to the member's account in  the fund. Member contributions 
increase by one percent of the member's monthly salary beginning with 
the monthly reporting period of January 2012 ,  and with an additional 
increase efannual ly by one percent, beginning with the monthly reporting 
period of January 201 3, January 201 4, and January 201 5. 

2 .  The state of North Dakota, at  its option,  may pay the member 
contributions requ i red by subsection 1 for all compensation earned after 
June 30, 1 983, and may pay the member contributions requ i red to 
purchase service credit on a pretax basis pursuant to subsection 8 of 
section 39-03 . 1 -08.2. The amount paid m ust be paid by the state in l ieu 
of contributions by the member. A member may not receive the 
contributed amounts directly once the employer has elected to pay the 
member contributions. If  the state decides not to pay the contributions, 
the amount that would have been paid wil l  continue to be deducted from 
compensation. If contributions are paid by the state, they must be treated 
as employer contributions in determining tax treatment under this code 
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and the federal I nternal Revenue Code. If  contributions are paid by the 
state, they must not be included as g ross income of the member in 
determining tax treatment u nder this code and the I nternal Revenue 
Code u ntil they are d istributed or made avai lable. The state shal l  pay 
these member contributions from the same source of funds used in 
paying compensation to the members. The state shall pay these 
contributions by effecting an equal cash reduction in  the g ross salary of 
the employee or by an offset against future salary increases or by a 
com bination of a reduction in g ross salary and offset against future salary 
increases. If member contributions are paid by the state, they must be 
treated for the purposes of this chapter in the same manner and to the 
same extent as member contributions made prior to the date the 
contributions were assumed by the state. The option g iven employers by 
this subsection must be exercised in  accordance with rules adopted by 
the board. 

3. For compensation earned after August 1 ,  2009, al l  employee 
contributions requ i red under subsection 1 ,  and not otherwise paid under 
subsection 2 ,  must be paid by the state in l ieu of contributions by the 
member. All contributions paid by the state under th is subsection must be 
treated as employer contributions in determining tax treatment under this 
code and the federal I nternal Revenue Code. Contributions paid by the 
state under this subsection may not be included as g ross income of the 
member in determin ing tax treatment under this code and the I nternal 
Revenue Code until the contributions are d istributed or made avai lable. 
Contributions paid by the state in accordance with this subsection must 
be treated for the purposes of this chapter in the same manner and to the 
same extent as member contributions made before the date the 
contributions were assumed by the state. The state shall pay these 
member contributions from the same source of funds used in paying 
com pensation to the members. The state shall pay these contributions by 
effecting an equal cash reduction in the g ross salary of the employee. 
The state shall continue making payments under this section un less 
otherwise specifical ly provided for under the agency's biennial 
appropriation or by law. 

S ECTION 2. AMENDMENT. Section 39-03. 1 -1 0  of the North Dakota Century 
Code is amended and reenacted as fol lows: 

39-03. 1 -1 0. Contributions by the state. 

The state shall contribute to the fund a sum equal to sixteen and 
seventy-hundredths percent of the monthly salary or wage of a participating member. 
State contributions increase by one percent of the monthly salary or wage of a 
participating member beginn ing with the monthly reporting period of January 20 1 2, 
and •.vith an additional increase efannual ly by one percent, beg inning with the 
reporting period of January 201 3, January 2014, and January 201 5 .  If the member's 
contribution is paid by the state u nder subsection 2 of section 39-03 . 1 -09, the state 
shal l  contribute, in addition, an amount equal to the requ i red member's contribution. 
The state shal l  pay the associated employer contribution for those mem bers who 
elect to exercise their rights under subsection 3 of section 39-03. 1 - 1 0 . 1 . " 

Page 1 ,  after l ine 2 1 ,  insert: 

"S ECTIO N  4. AMENDMENT. Section 54-52-02. 9  of the North Dakota Century 
Code is amended and reenacted as fol lows: 

54-52-02.9. Participation by temporary employees. 

A temporary employee may elect, within one hundred eighty days of 
beg inning employment, to participate in the public employees retirement system and 
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receive credit for service after enrol lment. The temporary employee shal l  pay 
monthly to the fund an amount equal to eight and twelve-hundredths percent times 
the temporary employee's present monthly salary. The amount required to be paid by 
a temporary employee increases by two percent times the temporary employee's 
present month ly salary beginn ing with the month ly reporting period of January 20 1 2 ,  
a n d  with an additionalincreases annual ly by two percent increase, beginning with the 
reporting period of January 201 3, January 20 1 4. and January 201 5. The temporary 
employee shal l  also pay the required monthly contribution to the retiree health 
benefit fund establ ished under section 54-52 . 1 -03.2. This contribution must be 
recorded as a member contribution pursuant to section 54-52 . 1 -03.2. An employer 
may not pay the temporary employee's contributions. A temporary employee may 
continue to participate as a temporary employee in the public employees retirement 
system u ntil termination of employment or reclassification of the temporary employee 
as a permanent employee. A temporary employee may not purchase any additional 
credit, including add itional credit under section 54-52-1 7.4 or past service under 
section 54-52-02.6. 

SECTION 5. AMENDMENT. Section 54-52-05 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

' 
54-52-05. Membership and assessments - Employer payment of 

employee contributions. 

1 .  Every eligible governmental unit  employee concurring i n  the plan must so 
state in writing and all future el igible employees are participating 
members. An employee who was not enrol led in the retirement system 
when el igible to participate must be enrolled immed iately upon notice of 
the employee's el igibi l i ty, u n less the employee waives in writing the 
employee's right to participate for the previous time of el igibi l ity, to avoid 
contributing to the fund for past service. An employee who is el igible for 
normal retirement who accepts a retirement benefit under this chapter 
and who subsequently becomes employed with a participating employer 
other than the employer with wh ich the employee was employed at the 
time the employee retired u nder this chapter may, before reenroll ing in 
the retirement plan ,  elect to permanently waive future participation in  the 
retirement plan and the retiree health program and maintain that 
employee's retirement status. An employee making this election is not 
requ ired to make any future employee contributions to the public 
employees retirement system nor is the employee's employer requ i red to 
make any further contributions on behalf of that employee. 

2 .  Each member must b e  assessed and required to pay monthly four 
percent of the monthly salary or wage paid to the member, and such 
assessment must be deducted and reta ined out of such salary in  equal 
monthly instal lments commencing with the first month of employment. 
Member contributions increase by one percent of the monthly salary or 
wage paid to the member beginning with the monthly reporting period of 
January 20 1 2 , and with an additional increase efannual ly by one percent, 
beginning with the monthly reporting period of January 20 1 3. January 
20 1 4. and January 201 5. 

3 .  Each employer, a t  its option, may pay a l l  or a portion o f  the employee 
contributions required by subsection 2 and sections 54-52-06. 1 ,  
54-52-06.2, 54-52-06 .3 ,  and 54-52-06.4 or the employee contributions 
required to purchase service credit on a pretax basis pursuant to 
subsection 5 of section 54-52-1 7.4. Employees may not receive the 
contributed amounts directly once the employer has elected to pay the 
employee contributions. The amount paid must be paid by the employer 
in  lieu of contributions by the employee. If  the state determines not to pay 
the contributions, the amount that would have been paid must continue to 
be deducted from the employee's compensation. If  contributions are paid 
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by the employer, they must be treated as employer contributions in 
determin ing tax treatment u nder this code and the federal I nternal 
Revenue Code. If contributions are paid by the employer, they may not 
be included as gross income of the employee in determin ing tax 
treatment under this code and the I nternal Revenue Code until they are 
d istributed or made avai lable. The employer shall pay these employee 
contributions from the same source of funds used in paying 
compensation to the employee or from the levy authorized by 
subsection 5 of section 57-1 5-28 . 1 .  The employer shall pay these 
contributions by effecting an equal cash reduction in the g ross salary of 
the employee or by an offset against future salary increases or by a 
contribution of a reduction in gross salary and offset against future salary 
increases. If employee contributions are paid by the employer, they must 
be treated for the purposes of this chapter in the same manner and to the 
same extent as employee contributions made prior to the date on which 
employee contributions were assumed by the employer. An employer 
exercising its option under this subsection shall  report its choice to the 
board in  writing.  

4 .  For compensation earned after August 1 ,  2009, al l  employee 
contributions required under section 54-52-06. 1 and the job service North 
Dakota retirement plan, and not otherwise paid under subsection 3, must 
be paid by the employer in l ieu of contributions by the member. All 
contributions paid by the employer u nder this subsection must be treated 
as employer contributions in determining tax treatment u nder this code 
and the I nternal Revenue Code. Contributions paid by the employer 
under this subsection may not be included as gross income of the 
member in determin ing tax treatment under this code and the I nternal 
Revenue Code u ntil the contributions are distributed or made avai lable. 
Contributions paid by the employer in accordance with this subsection 
must be treated for the purposes of th is chapter in the same manner and 
to the same extent as member contributions made before the date the 
contributions were assumed by the employer. The employer shall pay 
these member contributions from the same source of funds used in 
paying compensation to the employee. The employer shal l  pay these 
contributions by effecting an equal cash reduction in  the g ross salary of 
the employee. The employer shall continue making payments u nder this 
section un less otherwise specifically provided for u nder the agency's 
biennial appropriation or by amendment to law. 

S ECTION 6. AMENDM ENT. Section 54-52-06 of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-06. Employer's contribution to retirement plan. 

Each governmental un it shall contribute an amount equal  to fou r  and 
twelve-hundredths percent of the monthly salary or wage of a participating member. 
Governmental un it contributions increase by one percent of the month ly salary or 
wage of a participating member beginning with the monthly reporting period of 
January 20 1 2 ,  and with an additional increase efannual ly by one percent, beginn ing 
with the reporting period of January 201 3, January 201 4, and January 201 5 .  For 
those members who elect to exercise their rights under section 54-52-1 7 . 1 4 ,  the 
employing governmental un it, or in  the case of a member not presently under 
covered employment the most recent employing governmental u nit, shall  pay the 
associated employer contribution. If  the employee's contribution is paid by the 
governmental un it u nder subsection 3 of section 54-52-05, the employer unit  shal l 
contribute, in addition ,  an amount equal to the required employee's contribution.  
Each governmental un it shal l  pay the contribution monthly, or in the case of an 
election made pursuant to section 54-52- 1 7 . 1 4  a lump sum, into the retirement fund 
from its funds appropriated for payroll and salary or any other funds avai lable for 
these purposes. Any governmental un it fai l ing to pay the contributions month ly, or in  
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the case of an election made pursuant to section 54-52-1 7. 1 4  a lump sum, is subject 
to a civi l  penalty of fifty dollars and, as interest, one percent of the amount due for 
each month of delay or fraction thereof after the payment became due. I n  l ieu of 
assessing a civil penalty or one percent per month , or both , interest at the actuarial 
rate of return may be assessed for each month the contributions are del inquent. If  
contributions are paid within n inety days of the date they became due, penalty and 
interest to be paid on del inq uent contributions may be waived . An employer is 
requ i red to submit contributions for any past elig ible employee who was employed 
after Ju ly 1 ,  1 977, for wh ich contributions were not made if the employee wou ld have 
been el igible to become vested had the employee participated and if the employee 
elects to join the public employees retirement system. Employer contributions may 
not be assessed for el igible service that an employee has waived pursuant to 
subsection 1 of section 54-52-05. The board shall report to each session of the 
legislative assembly the contributions necessary, as determined by the actuarial 
study, to maintain the fund's actuarial soundness. 

SECTION 7.  AMENDMENT. Section 54-52-06. 1 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

54-52-06.1 . Contri bution by supreme and d istrict court judges -
Employer contribution. 

Each judge of the supreme or district court who is a member of the public 
employees retirement system must be assessed and required to pay monthly five 
percent of the judge's month ly salary. Member contributions increase by one percent 
of the judge's monthly salary beginn ing with the month ly reporting period of 
January 201 2,  and with an additional increase efannual ly by one percent, beginning 
with the reporting period of January 201 3, January 2014, and January 20 1 5. The 
assessment must be deducted and retained out of the judge's salary in  equal 
monthly installments. The state shall contribute an amount equal to fourteen and 
fifty-two one-hundredths percent of the monthly salary of a supreme or district court 
j udge who is a participating member of the system, which match ing contribution must 
be paid from its funds appropriated for salary, or from any other funds avai lable for 
such purposes. State contributions increase by one percent of the monthly salary of 
a supreme or d istrict court judge who is a participating member of the system 
beginning with the monthly reporting period of January 201 2 , and with an additional 
increase efannual ly by one percent, beginn ing with the month ly reporting period of 
January 20 1 3, January 20 1 4, and January 201 5. If the judge's contribution is paid by 
the state under subsection 3 of section 54-52-05, the state shall contribute, in  
addition, an amount equal  to the requ i red judge's contribution. 

SECTION 8. AMENDMENT. Section 54-52-06 .2 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

54-52-06.2. Contribution by national guard secu rity officers or 
firefighters - Employer contribution .  

Each national guard security officer o r  firefighter who i s  a member of the 
publ ic employees retirement system is assessed and shall pay monthly four  percent 
of the employee's month ly salary. Member contributions increase annual ly by 
one-half of one percent of the member's monthly salary beginn ing with the monthly 
reporting period of January 20 1 4  and January 20 1 5. The assessment must be 
deducted and retained out of the employee's salary in equal monthly installments. 
The national guard security officer's or firefighter's employer shall contribute an 
amount determined by the board to be actuarial ly requ i red to support the level of 
benefits specified in section 54-52-1 7. The employer's contribution must be paid from 
funds appropriated for salary or from any other funds avai lable for such purposes. If  
the security officer's or firefighter's assessment is paid by the employer u nder 
subsection 3 of section 54-52-05, the employer shall contribute, in  addition ,  an 
amount equal to the requ i red national guard security officer's or firefighter's 
assessment. 
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S ECTION 9. A M ENDMENT. Section 54-52-06.3 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

54-52-06.3. Contribution by peace officers and correctional officers 
employed by political subdivisions - Employer contri bution. 

Each peace officer or correctional officer employed by a political subdivision 
that enters into an agreement with the retirement board on behalf of its peace 
officers and correctional officers separately from its other employees and who is a 
member of the public employees retirement system is assessed and shall pay 
monthly fou r  percent of the employee's monthly salary. Peace officer or correctional 
officer contributions increase by one-half of one percent of the member's monthly 
salary beginn ing with the monthly reporting period of January 201 2,  and with an 
additional increase efannually by one-half of one percent, beginn ing with the monthly 
reporting period of January 20 1 3, January 2014, and January 201 5 .  The assessment 
must be deducted and retained out of the employee's salary in equal monthly 
instal lments. The peace officer's or correctional officer's employer shall contribute an 
amount determined by the board to be actuarially requ i red to support the level of 
benefits specified in section 54-52-1 7 .  If the peace officer's or correctional officer's 
assessment is paid by the employer under subsection 3 of section 54-52-05, the 
employer shal l  contribute, in add ition ,  an amount equal to the requ i red peace 
officer's or correctional officer's assessment." 

Page 2,  l ine 1 2, replace "is hired after Ju ly 30, 2 0 1 3" with "elects to participate in the 
retirement plan u nder th is chapter" 

Page 3, after l ine 2 ,  insert: 

"S ECTION 1 1 .  AMENDM ENT. Subsection 6 of section 54-52.6-02 of the North 
Dakota Century Code is amended and reenacted as fol lows: 

6. A participating member who becomes a temporary employee may sti l l  
participate in  the defined contribution retirement plan upon fi l ing a n  
election with the board within  o n e  hundred eighty days o f  transferring to 
temporary employee status. The participating member may not become a 
member of the defined benefit plan as a temporary employee. The 
temporary employee electing to participate in the defined contribution 
retirement plan shall pay monthly to the fund an amount equal to eight 
and twelve-hu ndredths percent t imes the temporary employee's present 
monthly salary. The amount required to be paid by a temporary employee 
increases by two percent times the temporary employee's present 
month ly salary beg inning with the month ly reporting period of 
January 201 2 ,  and with an additional increase ofincreases annual ly by 
two percent, beginn ing with the monthly reporting period of 
January 20 1 3, January 20 1 4. and January 201 5. The temporary 
employee shall also pay the required monthly contribution to the retiree 
health benefit fund establ ished under section 54-52 . 1 -03.2. This 
contribution must be recorded as a member contribution pursuant to 
section 54-52 . 1 -03.2. An employer may not pay the temporary 
employee's contributions. A temporary employee may continue to 
participate as a temporary employee until termination of employment or 
reclassification of the temporary employee as a permanent employee." 

Page 6, l ine 3 ,  remove "At the t ime of h ire the" 

Page 6, replace l ines 4 through 1 0  with "The board shall  provide an opportun ity for el igible 
employees who are new members of the public employees retirement system under 
chapter 54-52 to transfer to the defined contribution pla n  u nder this chapter pursuant 
to the rules and pol icies adopted by the board ." 
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Page 6, l ine 1 1 ,  replace "an el igible employee to participate in" with "a member of the public 
employees retirement system under chapter 54-52 to transfer to" 

Page 6, l ine 1 2, remove " In  the case of an eligible employee" 

Page 6, remove line 1 3  

Page 6 ,  l ine 1 4, replace "eligible employee transferring" with "For an individual who elects to 
transfer" 

Page 6, l ine 1 6, remove "and" 

Page 6,  l ine 22, remove "The board shall calcu late the actuarial present value of the 
individual 's" 

Page 6, remove l ines 23 and 24 

Page 6, l ine 25,  remove "retirement age." 

Page 7,  remove l ines 27 through 31 

Page 8, replace l ines 1 through 8 with : 

"SECTION 1 3. AMENDMENT. Section 54-52.6-09 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

54-52.6-09. Contributions - Penalty. 

1 .  Each participating member shall contribute monthly four percent of the 
month ly salary or wage paid to the participant, and this assessment must 
be deducted from the participant's salary in equal monthly instal lments 
commencing with the first month of participation in the defined 
contribution retirement plan established under this chapter. Participating 
member contributions increase by one percent of the month ly salary or 
wage paid to the participant beginning with the month ly reporting period 
of January 20 1 2, and with an additional increase efannually by one 
percent, beginning with the reporting period of January 201 3. January 
20 1 4, and January 201 5. 

2 .  The employer shall contribute a n  amount equal to four and 
twelve-hundredths percent of the month ly salary or wage of a 
participating member. Employer contributions increase by one percent of 
the month ly salary or wage of a participating member beginning with the 
monthly reporting period of January 201 2 , and with an add itional 
increase efannual ly by one percent, beginn ing with the month ly reporting 
period of January 20 1 3, January 201 4, and January 20 1 5. If the 
employee's contribution is paid by the employer u nder subsection 3,  the 
employer shall contribute, in addition, an amount equal to the requ ired 
employee's contribution. The employer shall pay monthly such 
contribution into the participating member's account from its funds 
appropriated for payroll and salary or any other funds avai lable for such 
purposes. If  the employer fails to pay the contributions month ly, it is 
subject to a civi l  penalty of fifty dollars and, as interest, one percent of the 
amount due for each month of delay or fraction thereof after the payment 
became due. 

3.  Each employer, at its option, may pay the employee contributions 
required by this section for all compensation earned after December 3 1 , 
1 999. The amount paid must be paid by the employer in l ieu of 
contributions by the employee. If the employer decides not to pay the 
contributions, the amount that would have been paid wil l  continue to be 
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deducted from the employee's compensation. If  contributions are paid by 
the employer, they must be treated as employer contributions in 
determining tax treatment u nder this code and the federal I nternal 
Revenue Code. Contributions paid by the employer may not be included 
as gross income of the employee in determin ing tax treatment u nder this 
code and the federa l  I nternal Revenue Code u ntil they are d istributed or 
made available. The employer shall pay these employee contributions 
from the same source of funds used in paying compensation to the 
employee. The employer shall pay these contributions by effecting an 
equal cash reduction in the gross salary of the employee or by an offset 
against future salary increases or by a combination of a reduction in 
gross salary and offset against future salary increases. Employee 
contributions paid by the employer must be treated for the purposes of 
this chapter in the same manner and to the same extent as employee 
contributions made before the date on which employee contributions 
were assumed by the employer. An employer shall  exercise its option 
under this subsection by reporting its choice to the board in writing.  

S ECTION 1 4. LEGISLATIVE MANAGEMENT STUDY - NORTH DAKOTA 
RETIREMENT P LANS. During the 201 3-1 4 interim, the legislative management 
shall consider studying the feasibi l ity and desirabil ity of existing and possible state 
retirement plans. The study must include an analysis of both a defined benefit plan 
and a defined contribution plan with considerations and possible consequences for 
transitioning to a state defined contribution plan. The study may not be conducted by 
the employee benefits programs committee. The legislative management shall  report 
its findings and recommendations, together with any legislation needed to implement 
the recommendations, to the sixty-fourth legislative assembly. 

S ECTION 1 5. A P P ROPRIATION. There is appropriated from special funds 
derived from public employees retirement system income not otherwise 
appropriated, the sum of $22 ,000, or so much of the sum as may be necessary, to 
the publ ic employees retirement system board for the purpose of implementing this 
Act, for the biennium beginn ing Ju ly 1 ,  201 3, and ending June 30, 20 1 5. 

S ECTION 1 6. EFFECTIVE DATE. Sections 3, 1 0, and 1 2  of this Act become 
effective on October 1 ,  20 1 3. 

S ECTION 1 7. EXPIRATION DATE - SUSPENSION. Sections 3, 1 0, and 1 2  of 
this Act are effective through J u ly 3 1 , 201 7 , and after that date are ineffective. 
Section 54-52 .6-03 is suspended from October 1 ,  201 3, through Ju ly  3 1 , 20 1 7. 
Section 54-52 .6-03 . as it existed on September 30, 201 3, becomes effective on 
August 1 , 201 7 . "  

Renumber accord ingly 
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PROPOSED AMENDMENTS TO ENGROSSED HOUSE B ILL NO. 1 452 

In l ieu of the amendments adopted by the Senate as printed on pages 988-995 of the Senate 
Journal ,  Engrossed House Bi l l  No. 1 452 is  amended as follows: 

Page 1 ,  l ine 1 ,  after "reenact" insert "sections 39-03. 1 -09 and 39-03. 1 -1 0 , "  

Page 1 ,  l i ne  1 ,  replace the second "and" with a comma 

Page 1 ,  l ine 1 ,  after "sections" insert "54-52-02 .9 ,  54-52-05, 54-52-06, 54-52-06. 1 ,  54-52-06.2 ,  
54-52-06.3,  and" 

Page 1 ,  l ine 2 ,  after the first comma insert "subsection 6 of section 54-52.6-02, and sections" 

Page 1 ,  l ine 2 ,  remove the second comma 

Page 1 ,  l ine 2 ,  replace "54-52.6-1 5" with "54-52.6-09" 

Page 1 ,  l ine 2, after "to" insert " increased employer and employee contributions u nder the 
h ighway patrolmen's retirement plan and publ ic employees retirement system and" 

Page 1 ,  l i ne 3 ,  remove "and to repeal section 54-52.6-03 of the" 

Page 1 ,  rem ove l ine 4 

Page 1 ,  l ine 5, replace "publ ic employees retirement system" with "to provide for a legislative 
management study; to provide an appropriation; to provide an effective d ate; and to 
provide an expiration date" 

Page 1 ,  after l ine 6, insert : 

"SECTION 1 .  AMENDMENT. Section 39-03. 1 -09 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

39-03.1 -09. Payments by contri butors - Employer payment of employee 
contri bution. 

1 .  Every member, except as provided in section 39-03 . 1 -07, shal l  contribute 
into the fund ten and thirty-hundredths percent of the member's monthly 
sa lary, which sum m ust be deducted from the member's salary and 
credited to the member's account in  the fund . Member contri butions 
increase by one percent of the member's monthly salary beg inning with the 
monthly reporting period of January 201 2,  and with an additional increase 
efannual ly by one percent, beg inn ing with the monthly report ing period of 
January 20 1 3, January 201 4, and January 2015 .  

2 .  The state of  North  Dakota, a t  its option, may pay the member contributions 
requ ired by subsection 1 for all compensation earned after June 30, 1 983, 
and may pay the member contributions required to purchase service credit 
on a pretax basis pursuant to subsection 8 of section 39-03 . 1 -08.2 .  The 
amount paid m ust be paid by the state in l ieu of contributions by the 
member. A member may not receive the contributed amounts d i rectly once 
the employer has elected to pay the member contributions. I f  the state 
decides not to pay the contributions, the amount that would have been 

Page No. 1 1 3 .0405.03005 

it /  



paid wil l  cont inue to be deducted from compensat ion.  If contribut ions a re 
paid by the state, they must be treated as employer contributions in 
determin ing tax treatment under th is code and the fed era l Internal  
Revenue Code.  If contributions are paid by the state , they must not be 
i ncluded as gross income of the member in determin ing tax treatment 
under this code and the I nternal Revenue Code unti l  they are distributed or 
made avai lable. The state shal l pay these member contributions from the 
same source of funds used in paying compensation to the members. The 
state shal l pay these contributions by effecting an equal cash reduction in 
the gross salary of the employee or by an offset against future salary 
i ncreases or by a combination of a reduction in gross salary and offset 
against future salary increases. If member contributions a re paid by the 
state, they must be treated for the purposes of this chapter in the same 
manner and to the same extent as member contributions made prior to the 
date the contributions were assumed by the state. The option g iven 
employers by this subsection must be exercised in accordance with rules 
adopted by the board. 

3. For com pensation earned after August 1 ,  2009, al l  employee contributions 
required under subsection 1 ,  and not otherwise paid under subsection 2, 
m ust be paid by the state in l ieu of contributions by the member. Al l  
contributions paid by the state under this subsection m ust be treated as 
employer contributions in determin ing tax treatment under th is code and 
the federal Internal Revenue Code. Contributions paid by the state under 
this subsection may not be included as gross income of the member in 
determining tax treatment under this code and the I nternal Revenue Code 
unt i l  the contributions are d istributed or made avai lable. Contributions paid 
by the state in accordance with this subsection m ust be treated for the 
purposes of this chapter in the same manner and to the same extent as 
member contributions made before the date the contributions were 
assumed by the state. The state shal l  pay these member contributions 
from the same source of funds used in paying com pensation to the 
members . The state shall pay these contributions by effecting an equal 
cash reduction in the gross salary of the employee. The state shal l  
continue making payments under this section unless otherwise specifica l ly 
provided for under the agency's biennial appropriation  or by law. 

SECTION 2. AMENDMENT. Section 39-03. 1 - 1 0  of the North  Dakota Century 
Code is amended and reenacted as fol lows: 

39-03. 1 -1 0. Contributions by the state. 

The state shal l  contribute to the fund a sum equal to s ixteen and 
seventy-hundredths percent of the monthly salary or wage of a part icipating member. 
State contributions increase by one percent of the month ly salary or wage of a 
participating member beginn ing with the monthly report ing period of January 20 1 2, and 
with an additional increase efannually by one percent, beginning with the reporting 
period of January 201 3, January 201 4, and January 201 5. If the member's contribution 
is paid by the state under subsection 2 of section 39-03. 1 -09, the state shal l  contribute, 
in addition, an amount equal to the requ i red member's contribut ion.  The state shal l  pay 
the associated employer contribution for those members who elect to exercise their 
rights under subsection 3 of section 39-03 . 1 - 1 0. 1 . " 

Page 1 ,  after l ine 2 1 ,  insert: 
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"SECTION 4. AMENDMENT. Section 54-52-02 .9  of the North Dakota Century 
Code is amended and reenacted as fol lows: 

54-52-02.9. Participation by temporary employees. 

A tem porary employee may elect, with i n  one hundred e ighty days of begi nn ing 
employment, to participate in the publ ic employees reti rement system and receive 
credit for service after enrol lment. The temporary employee shal l  pay m onthly to the 
fund an amount equal to eight and twelve-hundredths percent t imes the temporary 
employee's present monthly salary. The amount requ i red to be paid by a temporary 
e mployee increases by two percent times the temporary employee's p resent monthly 
salary beginn ing with the month ly report ing period of January 201 2 ,  and with an 
additionalincreases annual ly by two percent increase , beginn ing with the report ing 
period of January 201 3, January 2014, and January 201 5 . The temporary employee 
shall also pay the requ ired monthly contribution to the retiree health benefit fund 
establ ished under section 54-52 . 1 -03.2.  This contribution m ust be recorded as a 
member contribution pursuant to section 54-52. 1 -03.2.  An employer may not pay the 
temporary employee's contributions. A temporary employee may cont inue to participate 
as a temporary employee in the publ ic employees retirement system unti l  termination 
of employment or reclassification of the temporary employee as a permanent 
e mployee. A tem porary employee may not purchase any addit ional credit ,  includ ing 
addit ional credit under  section 54-52-1 7 .4 or  past service under section 54-52-02 .6 .  

SECTION 5. AM ENDMENT. Section 54-52-05 of the North Dakota Century Code 
is amended and reenacted as fol lows: 

54-52-05. Membership and assessments - Em ployer payment of employee 
contributions. 

1 .  Every el ig ible governmental un it employee concurring in  the plan must so 
state in writ ing and all future el ig ib le employees are partic ipating members. 
An employee who was not enrol led in the retirement system when e l ig ible 
to participate must be enrolled immediately upon not ice of the employee's 
e l ig ib i l ity, un less the employee waives in  writ ing the employee's right to 
participate for the previous t ime of e l ig ib i l ity, to avoid contributing to the 
fund for past service. An employee who is e l ig ible for normal ret irement 
who accepts a retirement benefit under this chapter and who subsequently 
becomes employed with a participating employer  other  than the employer 
with which the employee was employed at the time the employee retired 
u nder this chapter may, before reenrol l ing in the reti rement plan, e lect to 
permanently waive future participation in the reti rement plan and the 
retiree health program and mainta in that e mployee's ret irement status.  An 
employee making this e lection is not requ i red to make any future e mployee 
contributions to the publ ic employees ret irement system nor is the 
employee's employer required to make any further contributions on behalf 
of that employee. 

2 .  Each m ember must be  assessed and  requ i red to  pay  monthly four percent 
of the month ly salary or wage paid to the member, and such assessm e nt 
m ust be deducted and retained out of such salary in equal monthly 
insta l lments commencing with the fi rst m onth of employment. Member 
contributions increase by one percent of the monthly salary or wage paid 
to the member beginn ing with the month ly reporting period of 
January 20 1 2 , and v1ith an additional increase efannual ly by one percent, 
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beginn ing with the monthly reporting period of January 201 3, January 
2014. and January 201 5 . 

3 .  Each employer, at  its option,  may pay al l  or a port ion of the employee 
contributions requ i red by subsection 2 and sections 54-52-06 . 1 ,  
54-52-06.2,  54-52-06.3 ,  and 54-52-06.4 or the employee contributions 
requ i red to purchase service credit on a pretax basis pursuant to 
subsection 5 of section 54-52- 1 7 .4 .  Employees may not receive the 
contributed amounts d i rectly once the employer has e lected to pay the 
employee contributions. The amount paid must be paid by the employer in 
l ieu of contributions by the employee. If the state determines not to pay the 
contributions, the amount that would have been paid m ust continue to be 
deducted from the employee's com pensation . If contributions are paid by 
the employer, they must be treated as employer contributions in 
determi n ing tax treatment under this code and the federal I nternal 
Revenue Code. If contributions are paid by the employer, they may not be 
i ncluded as gross income of the employee in determ in ing tax treatment 
u nder this code and the I nternal Revenue Code unti l  they are d istributed or 
made avai lable. The employer shal l  pay these employee contributions from 
the same source of funds used in paying compensation to the employee or  
from the levy authorized by  subsection 5 of section 57-1 5-28. 1 .  The 
employer shal l  pay these contributions by effect ing an equal cash 
reduction in the gross salary of the employee or by an offset against future 
salary i ncreases or by a contribution of a reduct ion in g ross salary and 
offset against future salary increases. If employee contributions are paid by 
the employer, they must be treated for the purposes of this chapter in the 
same manner and to the same extent as employee contributions made 
prior to the date on wh ich employee contributions were assumed by the 
employer. An employer exercising its option under this subsection shal l  
report its choice to the board in  writ ing .  

4 .  For compensation earned after August 1 ,  2009 , a l l  employee contributions 
requ ired under section 54-52-06. 1  and the job service North Dakota 
ret irement plan,  and not otherwise paid under subsection 3, must be paid 
by the employer in l ieu of contributions by the member. Al l  contributions 
paid by the e mployer under this subsection must be treated as employer 
contributions in determin i ng tax treatment under th is code and the Internal 
Revenue Code. Contributions paid by the employer under this subsection 
may not be i ncluded as gross income of the member in  determ in ing tax 
treatment under this code and the I nternal Revenue Code until the 
contribut ions are d istributed or made available. Contributions paid by the 
employer in accordance with this subsection must be treated for the 
purposes of this chapter in the same manner and to the same extent as 
member contributions made before the date the contributions were 
assumed by the employer. The employer shal l pay these member 
contributions from the same source of funds used in paying compensation 
to the employee. The employer shal l  pay these contributions by effecting 
an equal cash reduction in  the gross salary of the employee. The employer 
shal l cont inue making payments under this section un less otherwise 
specifical ly provided for under the agency's bienn ia l  appropriat ion or by 
amendment to law. 

SECTION 6. A M E N DMENT. Section 54-52-06 of the North Dakota Century Code 
is  amended and reenacted as fol lows: 
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54-52-06. Employer's contribution to retirement plan. 

Each governmental unit shal l  contribute an amount equal  to fou r  and 
twelve-hundredths percent of the m onth ly salary or wage of a participating member. 
Governmental un it contributions increase by one percent of the month ly salary or wage 
of a participating member  beginning with the monthly report ing period of January 2 01 2 ,  
and with an additional increase efannual ly by one percent, beg i nning with the report ing 
period of January 201 3, January 201 4, and January 201 5 . For those members who 
elect to exercise their rights under section 54-52-1 7. 1 4, the employing governmental 
un it, or in  the case of a member not presently under covered employme nt the most 
recent employing governmental unit, shal l  pay the associated employer contribut ion. If 
the employee's contribution is paid by the governmental un it under subsection 3 of 
section 54-52-05, the e mployer un it shal l  contribute, in addition, an amount equal to the 
required employee's contribution. Each governmental unit shal l  pay the contribution 
month ly, or  in the case of an election made pursuant to section 54-52- 1 7 . 1 4  a lump 
sum,  into the retirement fund from its funds appropriated for payrol l  and  salary or any 
other funds avai lable for these purposes. Any governmental un it fai l ing to pay the 
contributions monthly, or in  the case of an e lection made pursuant to section 
54-52- 1 7 . 1 4  a lump sum,  is subject to a civil penalty of fifty do l lars and, as interest, one 
percent of the amount d ue for each month of delay or fraction thereof after the payment 
became due.  In  l ieu of assessing a civi l penalty or one percent per  month , or both , 
i nterest at the actuarial rate of return may be assessed for each month the 
contributions are del inquent. If contributions are paid within n in ety days of the date they 
became due,  penalty and interest to be paid on del inquent contributions may be 
waived. An employer is required to submit contributions for any past e l ig ib le employee 
who was employed after J uly 1 ,  1 977, for which contributions were not m ade if the 
employee would have been el ig ible to become vested had the e mployee participated 
and if the employee e lects to join the publ ic employees reti rem ent system .  Employer 
contributions may not be assessed for e l ig ible service that an employee has waived 
pursuant to subsection 1 of section 54-52-05.  The board shall report to each session of 
the leg islative assembly the contributions necessary, as determi ned by the actuaria l  
study, to maintain the fund's actuarial soundness. 

SECTION 7. A M E N D M E NT. Section 54-52-06. 1 of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-06.1 . Contribution by su preme and district court j udges - Em ployer 
contribution. 

Each judge of the supreme or d istrict cou rt who is a member of the public 
employees retire ment system m ust be assessed and requ i red to pay monthly five 
percent of the judge's monthly salary. Member contributions increase by one percent of 
the judge's month ly salary beg inning with the monthly reporting period of 
January 201 2 ,  and with an additional increase efannual ly by one percent, beginning 
with the reporting period of January 201 3, January 2014, and January 201 5. The 
assessment must be deducted and retained out of the judge's sa lary in equal  monthly 
i nstal lments. The state shal l  contribute an amount equal  to fourteen and fifty-two 
one-hundredths percent of the monthly salary of a supreme or d istrict court j udge who 
is a participating member  of the system ,  which match ing contribution must be paid from 
its funds appropriated for salary, or from any other funds ava i lable for such purposes. 
State contributions increase by one percent of the month ly salary of a supreme or 
d istrict court j udge who is a participating member of the system beginn ing with the 
monthly reporting period of January 201 2, and with an additional increase efannual ly 
.Qy one percent, beginn ing with the monthly reporting period of January 20 1 3, January 
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201 4. and January 201 5. If the j udge's contribution is paid by the state under 
subsection 3 of section 54-52-05, the state shal l  contribute , in addition ,  an amount 
equal  to the requ i red judge's contribution. 

SECTION 8. AMENDMENT. Section 54-52-06.2 of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-06.2. Contribution by national guard secu rity officers or firefighters -
Em ployer contribution. 

Each national g uard security officer or firefighter who is a member  of the publ ic 
e m ployees retirement system is assessed and shal l  pay monthly four  percent of the 
employee's monthly salary. Member contributions increase annual ly by one-half of one 
percent of the member's month ly salary beginn ing with the month ly reporti ng period of 
January 2014 and January 201 5 . The assessment must be deducted and retained out 
of the employee's sa lary in  equal monthly insta l lments. The national g uard security 
officer's or fi refighter's employer shal l  contribute an amount determined by the board to 
be actuarial ly requ i red to support the level of benefits specified in section 54-52-1 7.  
The e m ployer's contribution m ust be paid from funds appropriated for salary or from 
any other funds avai lable for such purposes. If the security officer's or firefighter's 
assessment is paid by the employer under subsection 3 of section 54-52-05,  the 
e mployer shal l  contribute, in addit ion, an amount equal to the req uired  national guard 
security officer's or firefig hter's assessment. 

SECTION 9. A M E N D M ENT. Section 54-52-06.3 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

54-52-06.3. Contribution by peace officers and correctional officers 
employed by political subdivisions - Employer contribution. 

Each peace officer or correctional officer employed by a pol it ical  subd ivis ion 
that enters into an agreement with the retirement board on behalf of i ts peace officers 
and correctional officers separately from its other employees and who is a member  of 
the publ ic employees retirement system is assessed and shal l  pay m onth ly four 
percent of the employee's monthly salary. Peace officer or correctional officer 
contributions increase by one-half of one percent of the member's monthly salary 
beg inn ing with the monthly reporting period of January 201 2 , and with an additional 
increase efannual ly by one-half of one percent, beginning with the monthly report ing 
period of January 201 3, January 2 0 1 4, and January 201 5 .  The assessment m ust be 
deducted and retained out of the employee's salary in equal monthly instal lments. The 
peace officer's or correct ional officer's employer shal l  contribute an amou nt determ ined 
by the board to be actuarial ly req ui red to s upport the level of benefits specified in 
section 54-52-1 7 . If the peace officer's or correctional officer's assessment is paid by 
the employer under subsection 3 of section 54-52-05 , the e mployer shal l  contribute , in  
add it ion, an amount equa l  to  the requ i red peace officer's or correctiona l  officer's 
assessment." 

Page 2 ,  l ine 1 2 , replace "is h i red after Ju ly 30, 201 3" with "elects to participate in the retirement 
pla n  under this chapter" 

Page 3, after  l ine 2 ,  insert: 

"S ECTION 1 1 .  AMENDMENT. Subsection 6 of section 54-52.6-02 of the North  
Dakota Century Code is amended and  reenacted as  fol lows: 
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6. A participating member who becomes a tem porary employee may sti l l  
participate in  the defined contrib ution retirement p lan upon fi l ing an 
election with the board with in one hundred eighty days of  transferring to 
tem porary employee status. The participating mem ber may not become a 
member of the defined benefit p lan as a tem porary employee. The 
temporary employee electing to participate in the defined contribution 
reti rement plan shall pay month ly  to the fund an amount equal to eight and 
twelve-hundredths percent t imes the temporary employee's present 
monthly salary. The amount requ i red to be paid by a tem porary employee 
increases by two percent times the temporary employee's present monthly 
salary beginn ing with the month ly  reporting period of January 201 2 , and 
with an additional inorease ofincreases annual ly by two percent, beg inn ing 
with the month ly reporting period of January 201 3, J anuary 2014, and 
January 201 5. The temporary e mployee shal l  also pay the required 
monthly contribution to the retiree health benefit fun d  establ ished under 
section 54-52. 1 -03.2.  This contribution m ust be recorded as a member 
contribution pursuant to section 54-52 . 1 -03.2 .  An employer may not pay 
the tem porary employee's contrib utions. A tem porary employee may 
continue to participate as a temporary employee u nt i l  term ination of 
employment or reclassification of the temporary e m ployee as a permanent 
employee."  

Page 6 ,  l ine 3 ,  remove "At the t ime of h ire the" 

Page 6, replace l ines 4 through 1 0  with "The board shal l  provide an opportun ity for el igible 
employees who are new members of the publ ic  employees retirement system under 
chapter 54-52 to transfer to the defined contribution plan u nder this chapter pursuant to 
the rules and pol icies adopted by the board . "  

Page 6 ,  l i n e  1 1 ,  replace "an e l igible employee to participate in"  with "a member of the publ ic 
employees ret irement system under chapter 54-52 to transfer to" 

Page 6 ,  l ine 1 2 , remove "In the case of an el igible e mployee" 

Page 6 ,  remove l ine 1 3  

Page 6 ,  l ine 1 4 ,  replace "el igible employee transferring" with "For an ind ividual who elects to 
transfer" 

Page 6, l ine 1 6 , remove "and" 

Page 6 ,  l ine 22, remove "The board shal l  calculate the actuarial present va lue of the 
ind iv idual 's" 

Page 6, remove l ines 23 and 24 

Page 6, l ine 25 ,  remove "reti rement age. "  

Page 7 ,  after l ine 26, insert: 

"SECTION 1 3. A M E N DMENT. Section 54-52 .6-09 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

54-52.6-09. Contributions - Penalty. 

1 .  Each participating member shal l  contribute monthly four percent of the 
monthly salary or wage paid to the participant, and th is assessment m ust 
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be deducted from the participant's salary in  equal monthly instal lments 
commencing with the first month of part icipation in  the defined contribution 
retirement plan establ ished under this chapter. Participating member 
contributions increase by one percent of the monthly sa lary or wage paid 
to the participant beginn ing with the monthly report ing period of 
January 20 1 2 ,  and with an additional increase efan nual ly by one percent, 
beginning with the report ing period of January 201 3, January 201 4, and 
January 201 5. 

2.  The employer shal l  contribute an amount equal to four and 
twelve-hundredths percent of the monthly salary or  wage of a participat ing 
member. E mployer contributions increase by one percent of the monthly 
salary or wage of a participating member beg inn ing with the monthly 
reporting period of January 201 2, and with an addit ional increase 
efannual ly by one percent, beg inn ing with the monthly report ing period of 
January 20 1 3, January 201 4, and January 201 5. If the employee's 
contribution is paid by the employer u nder subsect ion 3, the employer shal l  
contribute , in  addit ion, an amount equal to the requ i red employee's 
contribut ion.  The employer shal l  pay monthly such contribution into the 
participating member's account from its funds appropriated for payro l l  and 
salary or any other funds avai lable for such purposes. If the employer fai ls 
to pay the contributions monthly, it is subject to a civi l  penalty of fifty dol lars 
and, as interest, one percent of the amount due for each month of delay or 
fraction thereof after. the payment became due .  

3 .  Each employer, at its opt ion,  may  pay the  employee contributions requ i red 
by this section for all compensation earned after December 3 1 , 1 999. The 
amount paid m ust be paid by the employer in l ieu of contributions by the 
employee. If the employer decides not to pay the contributions ,  the amount 
that would have been paid wi l l  cont inue to be deducted from the 
employee's compensat ion.  If contributions are paid by the employer, they 
m ust be treated as employer contributions in  determin ing tax treatment 
under this code and the federal I nterna l  Revenue Code. Contributions paid 
by the employer may not be included as gross income of the employee i n  
determin ing tax treatment under th is code and the federal I nternal 
Revenue Code unti l they are d istributed or made available. The employer 
shall pay these employee contribut ions from the same source of funds 
used in  paying compensation to the e mployee. The employer shall pay 
these contributions by effecting an equal  cash reduction in the g ross salary 
of the employee or by an offset against future salary increases or by a 
combination of a reduction in  g ross salary and offset against future salary 
increases. Employee contributions paid by the employer m ust be treated 
for the purposes of this chapter in the same manner and to the same 
extent as e m ployee contributions made before the date on wh ich 
employee contributions were assumed by the employer. An e mployer shall 
exercise its option under this subsect ion by report ing its choice to the 
board in writing."  

Page 7 ,  rem ove l i nes 27 through 3 1  

Page 8 ,  replace l i nes 1 throug h  8 with :  

"SECTION 1 4. LEGISLATIVE MANAG E MENT STUDY - NORTH DAKOTA 
RETIREM ENT PLANS. Duri ng the 201 3-1 4  interim ,  the legis lative management shal l  
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consider studying the feasib i l ity and desirabi l ity of existing and possible state 
retirement plans. The study must include an analysis of both a defined benefit p lan and 
a defined contribution plan with considerations and possible consequences for 
transit ioning to a state defined contribution p lan.  The study may not be conducted by 
the employee benefits com mittee. The legis lative management sha l l  report its find ings 
and recommendations, together with any leg islation needed to i mplement the 
recommendations, to the s ixty-fourth legislative assembly. 

SECTION 1 5. APPROPRIATION. There is appropriated from special funds 
derived from publ ic employees retirement system income not otherwise appropriated ,  
the sum of $22, 000, o r  so m uch of the sum a s  may be necessary, to the publ ic 
employees retirement system board for the purpose of implementing th is Act, for the 
bienn ium beg inning Ju ly 1 ,  201 3 , and ending June 30, 20 1 5 . 

SECTION 1 6. EFFECTIVE DATE. Sections 3, 1 0 , and 1 2  of this Act become 
effective on October 1 ,  201 3. 

SECTION 1 7. EXPI RATION DATE - SUSPENSION. Sections 3 ,  1 0 , and 1 2  of this 
Act are effective through July 3 1 , 201 7, and after that date are i neffective. Section 
54-52.6-03 is suspended from October 1 ,  201 3, through July 3 1 , 201 7 .  Section 
54-52.6-03 as it existed on September 30, 2 0 1 3, becomes effective on August 1 ,  
201 7 . "  

Renumber accord ing ly 

Page No. 9 1 3. 0405 .03005 



2013 CONFER ENCE COMMITTEE 

HB 1452 



201 3 HOUSE STANDING COMMITTEE M I N UTES 

House Government and Veterans Affairs Committee 
Fort Un ion Room , State Capitol 

HB 1 452 
April 1 7 , 201 3 

2 1 1 94 

1:8:1 Conference Committee 

Committee Clerk Signature 

Explanation or reason for introduction of bi l l/resolution : 

Relating to el igibi l ity to participate in the defined contribution retirement p lan ;  relating to 
calcu lation of accumulated fund balances under the publ ic employees retirement system 

Minutes: Attachments 1 -2 

Vice Chair Randy Boehning opened the conference committee on HB 1 452 . 

Senator Dever It is my understanding that the PERS plan came into existence in  the 
1 970s . It was set up as a defined benefit plan. That was a commitment that the state 
made at that time. In  2001 it was 1 04% funded . At that time the contribution rates were 
4% on the employee side, 4% on the employer side for a total of 8%, and the state as the 
employer paid both sides. The state has always made its contributions un l ike some other 
states. The plan is well managed . In 2008 there was a big h it out of the pension plan . I n  
201 1 PERS brought to the legislature a recovery plan that would increase both sides by 4 
points over the next two biennium. The House passed that and sent it to the Senate. The 
Senate said do the first two years and then take a look at where we are at. That is kind of 
where we are at. SB 2059 came to us from PERS, went through employee benefits 
program committee, received favorable recommendation, passed the Senate, went to the 
House , and in an apparent reversal of its previous position, the House ki l led SB 2059 . 
1 452 came from the House and was introduced to provide the option of defined contribution 
plan to new employees and to also existing employees. The House took out the provision 
for the existing employees. We saw the need to continue the recovery plan . We sti l l  see 
that need . I have some graphs to hand out. Attachments 1 &2.  If we adopted 1 452 and 
d id not amend into it ,  the plan is in big trouble. I understand that the House has a serious 
interest in  consideration of defined contribution plan , so we included in this bi l l  and 2059 a 
study in  the coming interim ,  and the study would be done by a committee other than 
employee benefits program committee. New employees that go into the defined 
contribution plan as it stands right now would receive the benefit of any increase in the 
contributions that the state makes in support of the recovery plan in the defined benefit. 
The 4 and 4 that existed previous to the need for the recovery plan seems to me what is 
necessary to maintain the plan. We may want to discuss the point with any members that 
adopt to go into defined contributions, that anything over that 8% should go into the 
recovery plan for the defined benefits . We could accomplish that either by designating that 
enhanced contribution go to the defined benefit plan or to cap the contributions at 4 and 4 .  
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Vice Chair Randy Boehning You would be shortchanging the employees under the 
defined contribution plan? 

Senator Dever I don't know how you would be shortchanging them if the amount over that 
is designated for recovery. All the d ifferent colored l ines on the graph head to recovery 
unti l we get above about 50% of new hires opting for defined contribution. The reason I 
mentioned that the state made this commitment to the defined benefit back in  the 70s is 
because there is that group of unclassified employees asking for the option of going back 
into the defined benefits. The response they received from the legislature is that once you 
make that commitment, you are committed to that. We as a state committed to that defined 
benefit plan and we can't just walk away from it. 

Vice Chair Randy Boehning If we would wait two more years to see where recovery is at, 
where is our fund standing at currently? 

Sparb Col l ins,  Executive Director of PERS, appeared . We are at around 68% . If you 
wait two more years, that would be about $30 mi l l ion in contributions, both employer and 
employee, that we wouldn't receive during the two year period . If you were to take that 
forward during the recovery period with a projection of about 8%, that means we would lose 
about $260 m il l ion in investment income over that period . Overal l ,  we would be out about 
$300 mi l l ion toward the recovery during that time period . The bigger part you lose is the 
investment income off of that. Since 1 977 the PERS plan has received about $1 b i l l ion in  
employer and employee contributions as of the last actuarial evaluation. As of  the last 
actuarial evaluation ,  we had about $ 1 .7 bi l l ion in assets. We sti l l  had every single dol lar 
that had ever been g iven to us plus 50 or 60% more. In addition to it, we had brought into 
North Dakota $ 1  b i l l ion worth of money through the investment returns that were used to 
pay our members. That becomes the critical variable. I n  2009 when the market started to 
take a downturn , we had come to the legislature and suggested increasing the 
contributions at that time to the actuaria l ly required contribution rate which would have 
been an i ncrease of about three percent then. Of course, at that time decided to wait and 
see how that market downturn turned out. If in fact that had been done at that t ime, we 
would be at about a 72% funded status today. 

Vice Chair Randy Boehning When were these graphs d rawn up? You were talking about 
68% and this shows under 65. 

Sparb Collins I would have to go back and check on the exact rates. I was estimating 
around 65 or 68%. Our long term projection without any increase is that our fund ing status 
wi l l  kind of stay at that range and g radual ly over the 30 year period d rop to somewhere 
around 58% assuming we make an 8% return every single year. 

Rep. Scott Louser In interim when we had our final report, it was around 64%.  What was 
the return for the first quarter of this year? 

Sparb Coll ins I don't have that. This morn ing I received the return on our year to date, and 
our year beg ins July 1 .  We are a l ittle over 1 2%. 
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Senator Dever We calculate that funded status on a five year rol l ing average and the 
coming year will be the first one that 2008 wi l l  drop out of? 

Sparb Coll ins I wou ld have to double check. He referred to the graph without recovery 
p lan.  The House didn't fund 1 452 . It added the benefit for employees but didn't fund it. As 
employees elect to take it, we end up with one less contribution to paying off the u nfunded 
l iabi l ity. As it is presently packaged , it is fu lly actuarially paid for. You are just offsetting the 
recovery by a couple years to pay for that. As it came out of the House, it wasn't actuarially 
paid for. 

Vice Chair Randy Boehning Could you get us up to date graphs? 

Sparb Coll ins I wil l  ta lk to our actuary. This year is pretty wel l  fluctuating . We can bui ld in 
what the funded status would be for you and say what if th is year we ended up with a 8% 
return , what would be our funded status, at 9%, 7%, etc. We could do a table with those. 
The key is the long term d irection. 

Rep. Scott Louser If my numbers are correct, the last interim committee report we had , 
this fund was returning between 0 and 1 %. If we are at 1 2  now and we were at 64 funded 
then and 68 now, that tel ls me that somewhere between December and this month, we 
have had a real strong return . If we were looking in 2009 when the market was down to 
increase contributions, we are doing the opposite right now. It is key to know what has 
happened this first quarter this year. 

Sparb Col l ins We d id also go ask the actuary what if it was elected not to increase 
contributions, what would be the long term rate of return we would need to get on average 
each and every year to get it back to 1 00%? They said 9 .3%.  I went to our investment 
consu ltant and asked what type of investment strategy would we have to put into p lace to 
try and capture a 9 .3% return? One of your basic rules i n  investing is d iversificat ion. We 
would probably have to throw that out the window. We would have to move everything 
over into equities. A large percentage if not al l  of that would potentia l ly have to go into 
alternative investments. I asked what would have happened if we had an asset a l location 
l ike that during the market downturn when everything went bad? We lost about 26% when 
everything went bad. If we would have had an asset al location that had been invested in a 
strategy l ike this, we would have lost roughly 40%. In  order to capture that 9 .3 ,  we have to 
go to risky investments. 

Senator Krebsbach Where were we two years ago? 

Sparb Col l ins I don't recall exactly, but it was higher. 

Senator Dever A couple weeks ago I read an article in Governing Dai ly about states that 
have done what is necessary to improve the status of their DB pension plans. It said three 
things. They increased the retirement age. I think that would have l ittle effect in North 
Dakota , because employees are delaying their retirement because of health insurance. 
They removed COLAs from their plan , and we don't have COLAs. They increased their 
contribution rates, and that is what we are looking at doing here. Vice Chair Randy 
Boehning adjourned the meeting . 
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Relating to el ig ib i l ity to participate in the defined contribution retirement p lan ;  relating to 
calcu lation of accumulated fund balances under the publ ic employees retirement system 

Minutes : Attachment 1 

Vice Chair Randy Boehning opened the conference committee on HB  1 452 . 

Sparb Coll ins, Executive Director, PERS, handed out and explained Attachment 1 .  

Vice Chair Randy Boehning (3 :41 ) This one does not have the extra 2 and 2 ,  correct? 

Sparb Coll ins Correct 

Vice Chair Randy Boehning What would happen if a guy had a fund set up and do a one­
time funding into this? 

Sparb Col l ins At this term's contributions those contributions need to rise. When you talk 
about how you going to fund it, when it is done off of covered payrol l ,  it brings in  the funds 
at equal representation as the participation . 

Vice Chair Randy Boehning What is the total going into the fund and going out currently? 

Sparb Coll ins I would have to get that. 

Vice Chair Randy Boehning Is there more money coming in? Along with the interest, it is 
sti l l  g rowing ,  correct? 

Sparb Coll ins I n  an average year it's growing . Overal l ,  we pay out $80 mi l l ion  in  the state 
of North Dakota. 

Rep. Scott Louser What happened in 2009? 

Sparb Coll ins (8 :27) Explained what happened in 2009 . 
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Senator Nelson (1 1 :21 ) My question of for Pam. We had a bi l l  in  Jud iciary that came over 
and it would have provided for a fund at the end of the road but nothing up front. The chart 
handed out showed if we went to the recovery stage, the state would not be on the hook for 
anything .  But we would sti l l  on the hook for a large amount but the biggest problem we had 
was a problem with the state's bond rating. Would you l ike to talk about that? 

Pam Sharp, Director of OMB: The bi l l  you are talking about is HCR 3003 wh ich is now 
401 0 . That would have set aside a pot of money and the intent was to just keep the money 
until several years out as the unfunded l iabi lity continued to increase. The rating agencies 
would see that as being irresponsible and not look favorably upon that at all because we 
would acknowledging that we have an unfunded l iabi l ity and be doing noth ing to fix it. By 
letting the unfunded l iabi l ity grow over a course of years they want to see up making 
progress. They have been vocal about that. . 

Senator Krebsbach (1 3:28) With the recovery plan that would get us to where we need to 
be to get our bond rating increased? 

Pam Sharp That is correct. The recovery plan gets us on the right path . 

Senator Krebsbach We are fortunate and with our plan we have not succumbed to having 
COLAs included . 

Senator Dever Haven't heard from the House at a l l .  

Vice Chair Randy Boehning We don't want to do the 2 and 2 on this. Local subd ivisions 
have to come up with another $9 mi l l ion or split it out with their employees. This wil l raise 
property taxes as wel l .  

Senator Krebsbach I don't see where th is is  affecting property tax. 

Vice Chair Randy Boehning I th ink is a large hit to the local subd ivisions as wel l  so that 
wi l l  have to come from property tax. 

Senator Dever By increasing the contribution rate we are asking the members step 
forward and make the necessary adjustments to make the plan whole. To not do that puts 
the plan in jeopardy. I th ink that is what is problematic. 

Senator Nelson Three year ago those same people brought this recovery plan to us. It 
was us who split it up into two and two. 

Senator Dever Without the recovery plan it seems to be insanity. We're looking at the plan 
going sharply downhi l l .  I think the amendments d iscussed this morn ing would address the 
portion for those who opt for the defined contribution . 

Senator Nelson (1 9 :52) We defeated the bi l l  that dealt with the plan. Part of the reason is 
there is a study in this bill that says let's look and see what might happen if we moved to 
DC plan . What is the sensible process to do that? There has to be a system in place. The 
reason we d idn't pass that resolution was the study hadn't been done yet. 
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Senator Dever I wonder if it m ight be beneficial if the house either to share with us  the 
rational of the house. I think the two issues are butting up against each other. 

Vice Chair Randy Boehning: We wil l  adjourn and reschedule. 
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Relating to el ig ibi l ity to participate in the defined contribution retirement plan ;  relating to 
calcu lation of accumulated fund balances under the public employees retirement system 

Minutes: "attached testimony." 

Vice Chair Randy Boehning opened the conference committee meeting on HB 1 452 . 
Senator Schaible was substituting for Senator Nelson. 

Senator Dever apologized for not making it to the meeting schedu led for April 1 8. 

Vice Chair Randy Boehning Leave the bi l l  as it was. 

Senator Dever: The drafts I handed out shows that there is no way that wil l  work. 

Vice Chair Randy Boehning:  With the market going the way it is that could back in a couple 
of years we could come back in a couple years and revis it this. 

Senator Krebsbach : We have the abil ity to put money in  now to bring this fund back into 
position where it needs to be rather than push it down the road . Look at TFFR has done 
and where they are headed they d id the 4 year recovery we d id a 2 year. If we can shore 
this up we wi l l  save the state a lot more money. Pam Sharp, OMB, we can come with a 
good plan in deal ing with th is fund we can increase our bond rating for our state. 

Rep .  Scott Louser: When ended the employee benefits committee in the interim I thought 
we were 64% funded but it is about 68%. Timing was impeccable the house's position was 
that perhaps this fund is correcting itself of itself. 
The ta lked about the employers paying both sides and the employer is the tax payer. We 
have changed the multipl ier, man ipulate ru le of 85, we are trying to deal with a system here 
that is an annuity. 
I n  2009 we were considering investing more money as the market was down and if we d id 
that we would be up around 71  or 72%. Now we are buying high and this bi l l  does not have 
a reversion so when we h it as TFFR does it doesn't revert back. I look at this as putting 
more fuel into a broken veh icle. 
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Senator Dever: I have been offered an amendment to include the same provision as i n  
TFFR so  that i s  not a barrier in my position . The reason that we were able to manipu late 
the rule of 85 is because the different parties came together and agreed to do that. The 
decisions on issue are going to come with some d irection from leadership from both sides. 

Vice Chair Randy Boehning :  I agree we need to hear from the leadership. 

Senator Dever: The taxpayer is paying employer side of that and that is part of the 
compensation package. The concern I have with the combined contributions is that the 
employers contributing to that individual pension plan and not to the defined benefit. 

Vice Chair Randy Boehning :  MDU d id that sometime ago and cut it off a at certain  date 
and went to the defined contribution and they are funding that. 

Senator Dever: May have been part of a riff. 

Rep. Scott Louser: We have heard about the bond rating and I am not certain as to what 
elements go into a bond rating .  I don't th ink there is a guarantee that i f  we have the intent 
to fix this; that it wi l l  go to AAA. 

Senator Dever: Could Pam Sharp speak to that. 

Pam Sharp :  OMB, I had several conservations with S&P and Moody's and S&P expressed 
to the governor and I that the only criteria that is hold ing North Dakota back from the AAA 
bond rating is how we deal with the unfunded pension .  

Vice Chair  Randy Boehning :  Would you get us that document? We had a constitutional 
amendment that would put money in a constitutional fund would that be someth ing that 
they would approve as well? 

Pam Sharp: I do not bel ieve they would look favorably upon that plan because in  40 1 0  that 
wou ld increase our unfunded l iabi l ity from 800 hundred mi l l ion to about 6 b i l l ion  by the time 
there would be enough money from the time that money would be used for this plan 
because we would be increasing that. 

Vice Chair Randy Boehning :  But with the amount of money we wou ld be putting in and the 
interest wouldn't that make up that d ifference as wel l? 

Pam Sharp: i n  401 0 that money does not go directly into the PERS retirement plan it goes 
d i rectly into a separate fund that is not attached to the plan so it would take legislative 
action to put i nto the plan and that money would not I can't remember how the money 
bui lds up but the unfunded l iabi l ity would continue to increase for several years . 

Rep. Scott Louser: I asked for that map of the United States: aren't there 1 2  - 1 5 states that 
have a h igher bond rating than North Dakota? 

Pam Sharp :  That is correct there are about 1 3  states with the AAA bond rating . 
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Rep. Scott Louser: What element besides the pension fund determines the AAA bond 
rating? 

Pam Sharp :  It is a very complicated I can't rattle them off it is a board spectrum of things 
that they look at. 

Senator Krebsbach : The only thing they sing led out was the unfunded portion of our l iabi l ity 
in the reti rement. 

Pam Sharp :  That is correct. 

Rep. Scott Louser: That is what intrigues me is that we bel ieve that and everybody around 
the country knows that and yet there are 1 3  states that are rated h igher than us. This 
doesn't make sense to me. 

Rep . Steven Zaiser: Any of these criteria weighted? 

Pam Sharp :  I don't know how they weight them I can get some criteria from one of the bond 
rating agencies. 

Senator Dever: Would it be easier to understand th is issue if we think in long terms 
because the pension is a long term proposition and so are the bonds. 

Vice Chair Randy Boehning:  States that have addressed their unfunded l iabi l ity in the right 
way have done three things; they have raised the retirement age, they have el iminated 
colas which we don't have and they have adjusted the contribution . Can you get us the 
correspondence from S&P? 

Pam Sharp :  I can get the most recent rational which they reaffirm the states rating in 
March. 

Vice Chair Randy Boehning: How many states have a defined benefit plan? 

Sparb Coll ins: Public Employees Retirement System ; I don't know the exact number I can 
tel l  you a couple that have a defined contribution; Alaska , Florida, and Michigan I will see 
what I can pul l  together. 

Pam Sharp :  OMB; I have some information of the 1 3  states that have AAA bond ratings. 
Al l  of those 1 3  states have a defined benefit p lan and about 1 0  of them have a component 
of a defined contribution plan wh ich is what NO has. 

Vice Chair Randy Boehning: Meeting was adjourned . 
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Chair Randy Boehning:  opened the conference committee on HB 1 452 . I do have some 
amendments to submit. 

Sparb Coll ins, Public Employees Retirement System : HCR 3003 showed that funding 
going into that unti l 2046 would be about $2+ bi l l ion in  contributions at 2% would g row to 
about $3 bi l l ion . If the returns are higher we rated them at 2 ,  4 ,  6 ,  8%. At 8% it wou ld be 
around $ 1 3 bi l l ion in the stabi l ization fund . The way the constitutional amendment was set 
up  is that the treasurer would be l im ited on diversifying the investment and therefore wou ld 
have a lower return. 

Chair Randy Boehning:  I t  is short term , low risk. 

Senator Dever: I am not prepared to discuss HCR 3003 or now 401 0  which has become 
that. It bypassed the entire process and never received any actuarial review in  the interim .  

Chair Randy Boehning:  We are working on  amendments for 401 0. 

Senator Dever: Attachment 1 was read . (5: 1 0-7:04) If you are a new employee 
considering which plan to go into, the defined contribution is now 7 and 7 with the state 
paying 4 of the employee's side. So the state is paying 1 1 % and the employee is paying 
3%. If that is the case throughout an entire career, because it is an i rreversible decision , 
that is pretty attractive. If the plan reaches 1 00% and we drop everyth ing includ ing the 
defined contribution side, then we are expecting the employee to make a commitment 
permanently. 

Options to deal with that: (Continu ing 7:52-9: 1 0) 
1 . Start the program at lower contribution rates that are going to continue in the l ife of their 

plan .  
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2 .  We could apply the amounts over the maintenance level of the plan to the recovery on 
the Defined Benefit side. 

3. Applying the employer side of the contribution over the maintenance level to the 
recovery on the Defined Benefit side so it is not going into the defined contribution plan.  

The unclassified employees who previously opted into the Defined Contributions plan 
would l ike to return to Defined Benefits. Their return would have a positive impact on the 
Defined Benefit plan .  Should we g ive that consideration? 

I th ink we need to recogn ize that what we do in this bil l has long term impl ications. 

Chair Randy Boehning:  On your last point with the unclassified on the defined 
contributions getting back to defined benefits, if their plan went south and what should be at 
$50,000 is at $30 ,000. Who makes it whole? 

Senator Dever: Whatever they have in their defined contribution plan would transfer to the 
DB plan .  The benefit is it has a positive impact on the plan because their salaries are 
above the average of other state employees. So the contribution going into the plan wou ld 
be h igher. 

( 1 0 :34) 
Chair Randy Boehning: If they should be at $50,000 and the funds in their  account are 
$30,000, who makes up the $20 ,000? 

Senator Dever: The $20,000 is made up in their higher contributions going forward . 

Chair Randy Boehning: Bonus of $20,000? 

Senator Dever: You can cal l  it a bonus if you want. We are talking about recovering after 
their investments went south. 

Pam Sharp, OMB, appeared . 

Rep. Scott Louser: How do you determine the retirement age for defined benefit if you 
rol l  i nto that plan? There is no retirement age on a defined contribution. 

Pam Sharp: That would go back to the same rule for every other state employee which is 
the rule of 85. Someone in  the defined contribution should be at $50,000 and maybe they 
are at $30,000. I think there would be some that maybe are over and some maybe under. 
Generally a ltogether the performance of those plans wou ld be similar to the DB plan since 
they experience the same things in the market. 

Chair Randy Boehning:  That would be a concern for other state employees. Their plans 
went way off and now they are coming back in and are getting a bonus. 

Pam Sharp: The performance is very similar to the PERS pension fund .  
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Rep. Scott Louser: At what point would the lower contribution percentage be? Have you 
thought about what those contribution rates will be? 

Senator Dever: I have not. I wanted to leave it open for conversation.  We could say go  
back to the 4 and  4 .  Another consideration i s  that when we began the recovery plan those 
u nder defined contributions went up with that. So they are now at 6 and 6. 

Chair Randy Boehning: There are some other amendments to bring forward. 

Attachments 2-4 that were requested at the previous conference committee meeting on  
4-1 9-1 3 were provided by  Pam Sharp, OMB. 
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Minutes : Attachment 1 

Chair Randy Boehning opened the conference committee on HB 1 452. Attachment 1 .  
(Amendment) 

Jeff Nelson, Legislative Council ,  appeared to explain Attachment 1 .  These amendments 
are asking that the Senate recede from its amendments and that engrossed HB  1 452 be 
amended as provided in the set of amendments. ( 1  :49-3 :37) 

Senator Dever The option for defined contributions is sti l l  in here? 

Jeff Nelson Yes, there is a provision for a period of three years new employees entering 
state service would have the option to elect a defined contribution plan .  

Senator Dever At what rate are the contributions to that plan, and do we have anything in 
here to address any reduction of them? 

Jeff Nelson No, the contributions would be the same as for existing employees, defined 
contributions. 

Senator Dever Through the entirety of their career? 

Jeff Nelson If the legislature were to reduce contribution rates at some future period for the 
defined benefit plan , whether that reduction would apply to the defined contribution p lan,  
that is an open question . 

Senator Dever We had also talked about that reduction applying to the defined benefit 
when it reaches 1 00%, and I don't see that in here. 

Jeff Nelson That is not in there. There are no provisions for a future reduction .  
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Chair Randy Boehning Last session we took care of TFFR. We went at 90 and this 
session we raised it to the 1 00%. We can come back next session and if you can't do the 
1 00%, then reduce the rates again .  

Senator Dever At least as far as i t  pertains to the defined contribution ,  I th ink that is 
something that needs to be spelled out going into it. If a state employee is committing 
themselves in  a irreversible decision to go into a defined contribution , then the state it 
seems to me is committing themselves to their side of it as wel l .  

Senator Nelson I would l ike to hear Sparb's reaction to the proposed amendment and if 
there are any problems with it deal ing with going forward . 

Sparb Coll ins, PERS, appeared . I wi l l  bring up some things that were addressed in  the 
Senate, and then maybe Jeff can tel l  me whether they were included here or not. I n  the 
Senate amendment it provided that the DC option would be effective unti l 201 7  and then 
would expire and that reduced the cost a point, from 1 .06 to .2. Is that included here? 

Jeff Nelson Yes. 

Sparb Col l ins That would mean the cost of this would be .2 out of the 2% which is 
substantial ly less. There were a couple of techn ical th ings. In  the orig inal House version ,  it 
said that this program wouldn't start unti l rules were adopted by the board .  I n  the Senate 
version we addressed that. If th is became effective, then the PERS board would have to 
go through a process of promulgating rules and going through that which wou ld take us 
unti l spring or summer 20 1 4  wh ich means this program would be moved back a long ways . 
The Senate side addressed that it would be based upon pol icies or rules. Is that 
clarification? 

Jeff Nelson Yes.  

Sparb Coll ins I n  the House version i t  said that the amount that would come over wou ld be 
the actuarial value from the defined benefit plan to the defined contribution plan .  The 
actuarial value, many times because the people haven't gotten any time i n ,  would be less 
than  the actual contributions. 

Rep. Scott Louser That wou ld be in the event that a currently employed would transfer 
from DB to DC and that is not part of this bi l l  anymore. 

Sparb Coll ins That was the third th ing that was addressed here. There is a confl ict in  the 
statue. The statue says that an employee, for example in the House version ,  had a certain  
amount of  time to make an election . I t  was based on probationary periods wh ich vary. For 
example, an elected or appointed official doesn't have a probationary period . It also said 
that we have to supply certain information to everybody at the time before they make the 
election .  The Senate version set it up just the way it is today. 

Rep. Scott Louser Under the House version you are talking about a newly h i red employee 
that elects defined benefit and with in their probation period plus 30 days elects to go to 
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defined contribution? We are talking about the future value versus the present value or 
the actuarial value versus market value? 

Sparb Col l ins The way it works today is somebody is automatical ly enrol led in the defined 
benefit and then they get this information from us and they have up to six months to switch 
over to the DC plan. What we do is we transfer the accumulated contributions plus interest 
over to the DC plan .  

Rep. Scott Louser Six months from date of hire? 

Sparb Col l ins From date of hire.  

Rep. Scott Louser We are not talking about a lot of accumulated balance here. 

Sparb Coll ins No. In  one of the House versions that came out, it said that it would be the 
actuarial present value instead of _ amount. The actuarial present value is less than the 
accumulated amount for a brand new employee. It is confusing. In the Senate version we 
were correcting it to be the actual amount. 

Rep. Scott Louser What we are saying here is if the Senate recedes, we are back to the 
House bil l that had some of that language. 

Jeff Nelson discussed some information with Sparb Coll ins. 

Sparb Coll ins If possible, I cou ld meet with Jeff before this afternoon and go through these 
technical th ings to make sure they flow correctly. 

Chair Randy Boehning That would work. 

Rep. Scott Louser To Senator Dever's point where in the TFFR plan where we now have 
the reversion , once it h its 1 00% and goes back, the increase contributions for TFFR wi l l  
amount to 24 %% of salaries, 1 1 .75 on the employee side, and 1 2 .75 on the employer's 
side. We had a 2 and 2 and 2 and 2 .  

Sparb Coll ins That sounds correct. I am not confident what the TFFR. . .  

Rep. Scott Louser We are in the ballpark at 24 %% of salaries and it is there unti l it h its 
1 00% actuarial value. Then it reverts back down to 7.75 on both sides which is 1 5  %%. 
What we are looking at here is approximately 1 5% of salaries going to . . .  

Sparb Col l ins I t would be 1 4. 1 2 . Previously it was 1 6 . 1 2 . 

Rep. Scott Louser If we get close, when TFFR h its 1 00% and it goes back, about 1 5% of 
salaries wil l be contributed to the plan .  Under th is plan approximately 1 5% of salaries are 
going to the recovery efforts as wel l .  The reversion would be about equal .  

Senator Dever It is important to acknowledge also that one of the reasons i t  requires a 
h igher contribution on TFFR than it does in PERS is because there are more active 
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employees supporting retired employees on PERS than there are on TFFR. This makes it 
interesting when we are looking also at the defined contribution, because depend ing on 
how many people opt for that, we are doing the same thing. We are reducing the number 
of active employees in the PERS plan supporting the number of retirees going forward . 

Chair Randy Boehning With al l  our new employees being hired this year, it wi l l  probably 
stay about the same. 

Senator Dever I think that is the importance of the study and sunset clause. 

Senator Krebsbach It seems a l ittle bit odd to me that you wouldn't take the expertise of 
the committee that has been fol lowing this for quite some time to work a study. Like 
Senator Nelson says, it has to come back to the employee benefits committee anyway. 

Chair Randy Boehning I don't know the logic behind it. 

Senator Dever I was put on in the Senate GVA committee and one of the members said I 
don't want to see this done in some back room someplace. I was a l ittle hurt by that 
because while it may not be the most interesting committee to sit in on,  any member of the 
publ ic including any legislator is more than welcome to come to an employee benefits 
program committee and see how we operate. I think it is a good thing other legislators gain 
exposure to th is kind of thing as wel l .  

Chair Randy Boehning We wi l l  meet this afternoon at 3.  The meeting was adjourned . 
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Chair Randy Boehning opened the conference committee on HB 1 452. Rep . Bi l l  
Amerman was present for absent Rep. Steven Zaiser. Attachment 1 was provided by Jeff 
Nelson from the legislative council office prior to this meeting .  This was the colored version 
of the bi l l  for the amendment 1 3 .0405.03007. Attachment 2 was handed out which was a 
version 8 amendment. In this amendment we have added in Section 3 and a couple other 
sections that follow that states when the fund hits 1 00% of value, the monies will come off 
again l ike we d id with TFFR this last session . Once that hit the 1 00%, the 4 and 4 wi l l  
come back off. That is what this amendment wi l l  do. Once it h its the 1 00%, the 1 and 1 wi l l  
come off. That is the only change in the amendment from the previous amendment 
yesterday on version 7. 

Senator Dever Which plans does this apply to? 

Chair Randy Boehning It appl ies to al l  the plans. It is fol lowed in each section .  

Jeff Nelson ,  Legislative Counci l ,  appeared . The new sections in amendment 03008 are 
Section 3 which applies to the highway patrolmen's retirement plan and Section 1 1  which 
appl ies to the PERS main system,  judges, national guard ,  and law enforcement plans 
under the defined contribution plan . Rather than amending each section ,  I put two sections 
in  the bi l l ,  one relating to the h ighway patrolmen's retirement plan and one relating to the 
PERS plan .  

Senator Dever Section 1 is  the PERS plan and Section 2 is  the highway patrol? 

Jeff Nelson Section 3, if  you are looking at the amendment, is the reduction in  member 
and employer contributions applicable to the highway patrolmen's retirement plan which is 
the first two sections of the bi l l  entitled 39. Section 1 1  relates to Sections 5 ,  6 ,  7 ,  8 ,  9, 1 0, 
1 3 , and 1 5  of the act. 
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Senator Dever Does this relate also to those who opt into the defined contributions? 

Chair Randy Boehning Yes, it does. That is something we can look at in the future. 
Currently this 1 and 1 won't come off for approximately 30 years, so hopefu l ly in that time, 
we wi l l  have another solution . With the language in there, that would apply to a l l .  I th ink  
that is  fair. We can study that with the study that is  in session 1 6. 

Rep. Scott Louser It says to the rate in effect on the effective date of this act effective on 
Ju ly 1 .  What we are doing is saying when the fund reaches 1 00% actuarial value, we are 
reverting back. We are taking off 1 and 1 ?  

Chair Randy Boehning That is correct. That is the same we d id with TFFR i n  the last 
session,  4 and 4. This is taking the 1 and 1 back. 

Senator Dever People who opt in to defined contributions can expect for that time that the 
state wil l contribute 1 1 % and they will contribute 3% and after that point, the state wi l l  
contribute 1 0 and they wi l l  contribute 2? 

Chair Randy Boehning That could possibly be. That is something we are going to have to 
sit down and really address in interim how that wi l l  work. We can change going forward or 
we can change going retrospect except we can't decrease. We can increase. 

Senator Krebsbach My understanding is that whatever is stated in the bi l l  stands as what 
we would intend to do throughout. In other words, the Attorney General's opinion says 
whatever is promised in the beginning is what carries on un less some exception is made 
with in the law when it is written. I wonder if Sparb could clarify that for us, and if there 
would be some exception we could state in th is bi l l  to al low for us to make changes in that 
area? 

Sparb Coll ins, PERS, appeared . I d idn't get your entire question . 

Senator Krebsbach Whatever is stated is set in place and accord ing to the Attorney 
General's opin ion , we can't make changes. However, if we make an exception with in the 
bi l l  as we institute it, then perhaps we cou ld have some flexibi l ity. Did I understand that to 
be correct or not? 

Sparb Coll ins It is my understanding that if in the enacting legislation you reserve right to 
do someth ing, then that has been reserved . Again ,  I am not an attorney. 

Senator Krebsbach When I am l isten ing to the fact that we can study in the interim and 
make changes, I want to know what changes wou ld we be al lowed to make in that time? 

Chair Randy Boehning That would be someth ing once we make the decision and go 
through the interim and study this. With defined contribution,  it is a whole d ifferent animal 
versus defined benefits . It is probably easier to work with defined contributions because we 
are not promising a set amount of money when they retire versus defined benefits when 
they retire, they are going to receive a set amount of money for the rest of their l ife un less 
we adjust it at some point l ike with the 1 3th payment or some other increases in there. With 
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defined contributions, we have more g ive and take in that versus with the defined benefits . 
Once you g ive them the benefit, you can't take any of the benefit away. 

Senator Dever I don't know that you can cal l  it g ive and take. The defined benefit, as you 
say, the benefit is what you receive when you retire and we are adjusting the contribution 
rate necessary to maintain the integrity of the fund . On the defined contribution side, from 
my perspective, the contribution is the benefit and then what they receive. Un less we say it 
in the b i l l  under what circumstance it is going to be reduced , we are committed to that. The 
employee who makes that choice, as we say in the bi l l ,  cannot reverse their decision to go 
to defined contributions so they are making that long-term choice based on what they see 
to be our long-term commitment to that contribution. Just so we are clear on that. 

Chair Randy Boehning We are. 

Rep. Scott Louser Page 7 ,  Section 3 and 1 1 ,  the rate must be reduced to the rate in effect 
wh ich is today's rate . We are making that exception in this amendment already. That is 
how I read it. I am not even sure what the study would produce if we are already saying it 
must be done when the DB plan hits 1 00%. Regardless of which one you are in, you go 
back to the current rate. 

Senator Dever I think the purpose of the study is to determine whether or not we shou ld go 
completely to a defined contribution because I th ink there are people that would l ike to see 
us do that and what the impl ications are in that. I am okay with 1 00%. It is my 
understand ing that a pension fund is considered to be ful ly funded when it's 90% or more. 

Chair Randy Boehning I th ink there are probably two d ifferent answers. Ful ly funded is 
1 00% but I have heard the 90% term too. 

Senator Dever I think that just reflects that it fluctuates a l ittle bit. 

Chair Randy Boehning Yes. 

Rep. Scott Louser As we were debating the TFFR bi l l  that took it from 90 to 1 00,  that was 
the testimony of those that felt a fu l ly funded pension plan was 1 00%. That was the goal .  I 
would move the amendments. 

Senator Dever seconded . You mentioned that the House majority leader said that any 
additional adjustments that we see to be made wou ld be made on the OMB bi l l .  We three 
conferees sat down with the Senate OMB conferees and had that conversation so if that 
comes about, I th ink they wi l l  be ready. 

Chair Randy Boehning I think we shouldn't have to do anything else unless there is 
something that comes out here in the next day or two. I know we are a l ready start ing to 
pass pay packages so we should get this passed out too because once the appropriations 
budgets are out, they are based on the 1 and 1 .  
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Senator Dever If the study that is going to take place in some other committee in the 
interim suggests that we make any other approach , then I th ink we recognize that appl ies 
to any new employees after any further changes. 

Chair Randy Boehning Yes. It is hard to go back and amend something that was appl ied 
previously. 

A rol l  call vote was taken and resulted in SENATE RECEDE FROM SENATE 
AMENDMENTS AND AMEND AS FOLLOWS, 1 3.0405.03008, 6-0. 

The conference committee for 1 452 is dissolved . 



1 3.0405.05000 

Amendment to: HB 1 452 

FISCAL NOTE 
Requested by legislative Council 

04/08/2013 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
I . . 

t d  d t l  /eve s and approoriattons anttctpa e un er curren aw. 
2011-2013 Biennium 2013-2()15 Biennium 

General Fund Other Funds General Fund Other Funds 

Revenues $0 $0 $0 

2015-2017 Biennium 

General Fund Other Funds 

$0 $0 $0 

Expenditures $0 $0 $6,183,400 $5,409,300 $12,366,800 $10,809,600 

Appropriations $0 $0 $6, 183,400 $5,409,300 $12,366,800 $10,809,600 

1 B. County, city, school district and township fiscal effect: Identify the fiscal effect on the appropriate political 
subdivision 

2011·2013 Biennium 2013-2015 Biennium 2015·2017 Biennium 

Counties $0 $3,206,350 $6,407,450 

Cities $0 $1 ,627,250 $3,251,850 

School Districts $0 $3,045, 1 00 $6,085, 100 

Townships $0 $0 

2 A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions 
having fiscal impact (limited to 300 characters). 

The bill adjusts the employer and employee contributions to the state retirement plans to implement the last two 
years of the four year recovery plan and to offer an optional defined contribution plan to new state employees. 

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which have fiscal 
impact. Include any assumptions and comments relevant to the analysis. 

$0 

The bill increases member and employer contributions for the NDPERS Main (Section 4,5,6), Judges (Section 7), 
Highway Patrol (Section 1 & 2), and Defined Contribution (Section 1 1  & 1 3) systems by 1 %  each in January of 201 4  
and 201 5. The Law Enforcement Plans (Section 9) and National Guard Plan (Section 8), increase by 1/2% for the 
member over the same period of time. The bill is to implement the last two years of the recovery plan and offer the 
optional defined contribution plan. Section 1 7  provides �a $22,000 appropriation to the Public Employees Retirement 
System for implementation of the provisions of this bill. · 

3. State fiscal effect detail: 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. 

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

· 

See 2B above. 
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C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund 
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether 
the appropriation is also included in the executive budget or relates to a continuing appropriation. 

See 28 above, the appropriation is included in the exeoutive budget. 

Name: Sparb Collins 

Agency: NDPERS 

Telephone: 701-328-3900 

Date Prepared: 01 /28/201 3  

:· , •  



Amendment to: HB 1 452 

FISCAL NOTE 
Requested by Legislative Council 

04/01/2013 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
1 1 d · r  r ·  t d  d t t  eve s an appropna 1ons an IC/pa e un er curren aw.· 

2011-2013 Biennium 2013-2015 Biennium 

General Fund Other Funds General Fund Other Funds 

Revenues $0 $0 $0 

2015-2017 Biennium 

General Fund Other Funds 

$0 $0 $0 

Expenditures $0 $0 $6,1 83,400 $5,409,300 $12,366,800 $10,809,600 

Appropriations $0 $0 $6, 183,400 $5,409,300 $12, 366,800 $10,809,600 

1 B. County, city, school district and township fiscal effect: Identify the fiscal effect on the appropriate political 
subdivision 

2011·2013 Biennium 2013·2015 Biennium 2015·2017 Biennium 

Counties $0 $3,206,350 $6,407,450 

Cities $0 $1 ,627,250 $3,251 ,850 

School Districts $0 $3,045, 100 $6,085,100 

Townships $0 $0 

2 A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions 
having fiscal impact (limited to 300 characters). 

The bill adjusts the employer and employee contributions to the state retirement plans to implement the last two 
years of the four year recovery plan and to offer an optional defined contribution plan to new state employees. 

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which have fiscal 
impact. Include any assumptions and comments relevant to the analysis. 

' . 

$0 

The bill increases member and employer contributions for the NDPERS Main (Section 4,5,6), Judges (Section 7), 
Highway Patrol (Section 1 & 2), and Defined Contribution (Section 1 1  & 1 3) systems by 1 %  each in January of 201 4  
and 201 5. The Law Enforcement Plans (Section 9 )  and National Guard Plan (Section 8), increase by 1 /2% for the 
member over the same period of time. The bill is to implement the last two years of the recovery plan and offer the 
optional defined contribution plan. Section 1 7  provides a $22,000 appropriation to the Public Employees Retirement 
System for implementation of the provisions of this bill. 

3. State fiscal effect detail: 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. 

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

See 2B above. 
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C. Appropriations: Explain the appropriation amounts.: Provide detail, when appropriate, for each fJgency and fund 

affected. Explain the relationship between the amouhts shown for expenditures and appropriations. Indicate whether 
the appropriation is also included in the executive budget or relates to a continuing appropriation. 

See 28 above, the appropriation is included in the executive budget. 

Name: Sparb Collins 

Agency: NDPERS 

Telephone: 701 -328-3900 

Date Prepared: 01 /28/201 3  



Amendment to: HB 1 452 

FISCAL NOTE 
Requested by Legislative Council 

02/12/2013 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
I I d · r  .

. t d  d t l  eve s an appropna 1ons antJcJpa e un er cwren aw. 
2011·2013 Biennium 2013-2015 Biennium 

General Fund Other Funds General Fund Other Funds 

Revenues $0 $0 $0 

2015-2017 Biennium 

General Fund Other Funds 

$0 $0 $0 

Expenditures $0 $0 $6,028,000 $5,278,500 $6,028,000 $5,278,500 

Appropriations $0 $0 $0 $0 $0 

1 B. County, city, school district and township fiscal effect: Identify the fiscal effect on the appropriate political 
subdivision 

2011·2013 Biennium 2013·2015 Biennium 2015-2017 Biennium 

$0 

Counties $0 $2,792,500 $2,792,500 

Cities $0 $1 , 197,500 $1 , 197,500 

School Districts $0 $2,986,500 $2,986,500 

Townships $0 $0 

2 A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions 
having fiscal impact (limited to 300 characters). 

$0 

The proposed legislation would provide NEW State employees, including judges, BCI law enforcement officers and 
National Guard employees, the opportunity to irrevocably elect to participate in the Defined Contribution Plan 
pursuant to rules adopted by the PERS board. 

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which have fiscal 
impact. Include any assumptions and comments relevant to the analysis. 

The increase is due to having fewer members in the various retirement plans to pay off the unfunded liability. This 
bill would allow new state employees the opportunity to elect out of the existing retirement plan and join the defined 
contribution retirement plan. The above assumes that 1 0% of the new members would elect to transfer {these 
estimates assume the recovery plan will be adopted and therefore these amounts would be in addition to recovery 
plan estimates). At this level, contributions would need to increase by 1 .06% of payroll to support this option for the 
Main/hybrid plan. This would have a total biennium cost of $ 1 8.3 million. Over the last 1 0  years about 1 6% of newly 
hired nonclassified employees elected to transfer to the. DC plan and over the last 5 years this fell to about 7.8% . 
Assuming these election rates, the number of members in the existing defined benefit/hybrid plans would decrease, 
while the unfunded liability would not go down proportionately. Consequently there would be fewer members to pay 
off the remaining unfunded liability. Therefore, the contribution amount required from those remaining is higher in 
order to generate approximately the same amount of revenue to make the necessary payments to pay off the 
unfunded liability. If we assumed that the number making this election to transfer was annually 5% of the new hires, 
then the main hybrid plan contributions would need to ircrease by .58% to support this option at the level for the 
Main/hybrid plan. This would have a total biennium cost of $10.0 million. Alternatively, if we assume that 1 5% of the 
new hires, then contributions would need to increase by 1 .57% in the Main/Hybrid Plan. This would have a total 
biennium cost of $27.0 million. As illustrated, the cost varies substantially depending on the number electing to 
transfer. This transfer risk will be an ongoing risk for the plan if this bill is adopted and may cause contribution 
requirements to vary substantially. 



3. State fiscal effect detail: 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. 

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

The effective date of the bill is 8/1 /201 3 and its provisions would be implemented when administrative rules are 
promulgate pursuant to the bill. From this date forward the number of state employees in the existing defined 
benefit/hybrid plan will start to decrease. The actuary has determined that this declining membership will mean the 
remaining members will need a higher contribution to raise approximately the same amount of funds to pay off the 
unfunded liability. These actuarial effects will start to take place with the implementation of the bill. If contributions 
are not increased, funds are not appropriated, and the actuarial assumptions are not met, the additional contribution 
for the remaining members will continue to accrue and roll over into future bienniums for additional payment. In 
addition, NDPERS estimates additional administration expenses for printing, mailings, meetings, etc. of $22,000. 

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund 
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether 
the appropriation is also included in the executive budget or relates to a continuing appropriation. 

The bill as proposed does not appropriate funds to pay, the additional cost identified above. If appropriated, 
retirement contributions would need to be increased for the state and political subdivisions by 1 .06%, assuming 1 0% 
of the new hires transfer, or .58%, assuming 5% of the new hires transfer, or 1 .57% if 1 5% of the new hires transfer. 
Contribution requirements for the other smaller systems would need to change as well. At the level of 1 0% of the 
new hires, the Judges contribution would need to go up by 1 .07%, the law enforcement contribution would need to 
go up .52% and National Guard would need to go up .34%. 

Name: Sparb Collins 

Agency: NDPERS 

Telephone: 701 -328-3900 

Date Prepared: 01 /28/201 3  



Bill/Resolution No.: HB 1 452 

FISCAL NOTE 
Requested by Legislative Council 

01/22/2013 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
levels and appropriations anticipate d I under current aw. 

2011·2013 Biennium 2013-2015 Biennium 

General Fund Other Funds General Fund Other Funds 

Revenues $0 $0 $0 

2015·2017 Biennium 

General Fund Other Funds 

$0 $0 $0 

Expenditures $0 $0 $9,440,000 $8,352,000 $9,440,000 $8,352,000 

Appropriations $0 $0 $0 $0 $0 

1 B. County, city, school district and township fiscal effect: Identify the fiscal effect on the appropriate political 
subdivision 

2011·2013 Biennium 2013-2015 Biennium 2015·2017 Biennium 

$0 

Counties $0 $4,368,000 $4,368,000 

Cities $0 $1 ,873,000 $1 ,873,000 

School Districts $0 $4,672,000 $4,672,000 

Townships $0 $0 

2 A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions 
having fiscal impact (limited to 300 characters). 

The proposed legislation would provide State employees, including judges, BCI Iaw enforcement officers and 
National Guard employees, the opportunity to irrevocably elect to participate in the Defined Contribution Plan 
pursuant to rules adopted by the PERS board. 

B. Fiscal impact sections: Identify and provide a brief description. of the sections of the measure which have fiscal 
impact. Include any assumptions and comments relevant to the analysis. 

$0 

The increase is due to having fewer members in the various retirement plans to pay off the unfunded liability. This 
bill would allow existing and new state employees the opportunity to elect out of the existing retirement plan and join 
the defined contribution retirement plan. The above assumes that 1 5% of the existing members would elect to 
transfer and 1 0% of newly hired employees annually thereafter (these estimates assume the recovery plan will be 
adopted and therefore these amounts would be in addition to recovery plan estimates). At this level, contributions 
would need to increase by 1 .66% of payroll to support this option for the Main/hybrid plan. This would have a total 
biennium cost of $28.6 million. When this option was originally offered to non-classified state employees in 1999, 
38% elected to transfer. Over the last 1 0  years about 1 6% of newly hired employees elected to transfer to the DC 
plan and over the last 5 years this fell to about 7.8% . "T:he above projections use a lower election rate for existing 
employees due to the current economic conditions. Assuming these election rates, the number of members in the 
existing defined benefiVhybrid plans would decrease, while the unfunded liability would not go down proportionately. 
Consequently there would be fewer members to pay off the remaining unfunded liability. Therefore, the contribution 
amount required from those remaining is higher in order to generate approximately the same amount of revenue to 
make the necessary payments to pay off the unfunded liability. The second area contributing to the actuarial effect is 
that existing employees are allowed to transfer the full present value of their accrued benefit. This would result in a 
transfer of assets greater than the assets that currently support the benefit, causing the plan to take a loss for each 
member transferring that would need to be paid by increased contributions from those remaining. If this provision 
was modified to make it present value less unfunded liability it would reduce the cost for the main hybrid plan. If we 
assumed that the number making this election to transfer was annually 1 0% of the existing members and 5% of the 
new hires, then the main hybrid plan contributions would need to increase by .95% to support this option at the level 
for the Main/hybrid plan. This would have a total biennium cost of $1 6.4 million. Alternatively, if we assume that 20% 
of the existing members elect to transfer and 1 5% of the new hires then contributions would need to increase by 
2.42% in the Main/Hybrid Plan. This would have a total, biennium cost of $41 .7 million. As illustrated, the cost varies 



; : 

substantially depending on the number electing to transfer. This transfer risk will be an ongoing risk for the plan if 
this bill is adopted and may cause contribution requirements to vary substantially. 

,. 

3. State fiscal effect detail: 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. 

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

· 

The effective date of the bill is 8/1 /201 3 and its provisions would be implemented when administrative rules are 
promulgate pursuant to the bill. From this date forward the number of state employees in the existing defined 
benefit/hybrid plan will start to decrease. The actuary has determined that this declining membership will mean the 
remaining members will need a higher contribution to raise approximately the same amount of funds to pay off the 
unfunded liability. These actuarial effects will start to take place with the implementation of the bill. If contributions 
are not increased, funds are not appropriated, and the actuarial assumptions are not met, the additional contribution 
for the remaining members will continue to accrue and roll over into future bienniums for additional payment. In 
addition, NDPERS estimates additional administration expenses for printing, mailings, meetings, etc. of $1 06,000. 

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund 
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether 
the appropriation is also included in the executive budget or relates to a continuing appropriation. 

The bill as proposed does not appropriate funds to pay the additional cost identified above. If appropriated, 
retirement contributions would need to be increased for the state and political subdivisions by 1 .66%, assuming 1 5% 
of the existing members transfer and 1 0% of the new hires, or .95%, assuming 1 0% of the existing members 
transfer and 5% of the new hires, or 2.42% if 20% of the existing members transfer and 1 5% of the new hires. 
Contribution requirements for the other smaller syste'm ·would rieed to change as well. At the level of 1 5% of the 
existing members and 1 0% of the new hires, the Judges contribution would need to go up by 1 .64%, the law 
enforcement contribution would need to go up .76% and National Guard would need to go up .46%. 

Name: Sparb Collins 

Agency: NDPERS 

Telephone: 701 -328-3900 

Date Prepared: 01 /28/201 3  
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1 3 . 0405.03008 
Tit le. 06000 

Prepared by the Leg islative Counci l  staff for 
Representative Boehning 

April 23, 201 3  

PROPOSED AMENDMENTS TO ENGROSSED HOUSE B ILL NO. 1 452 

That the Senate recede from its amendments as printed on pages 1 302- 1 309 of the House 
Journal and pages 1 1 85-1 1 92 of the Senate Journal and that Engrossed House Bi l l  No. 1 452 
be amended as follows: 

Page 1 ,  l ine 1 ,  after "to" insert "create a new section to chapter 39-03. 1 and a new section to 
chapter 54-52 of the North Dakota Century Code, relat ing to expiration of the increase 
in highway patrolmen's reti rement plan and public employees reti rement system 
member and employer contributions; to" 

Page 1 ,  l ine 1 ,  after "reenact" i nsert "sections 39-03. 1 -09 and 39-03. 1 -1 0 , "  

Page 1 ,  l i ne  1 ,  replace the second "and" with a comma 

Page 1 ,  l i ne 1 ,  after "sections" i nsert "54-52-02.9,  54-52-05, 54-52-06, 54-52-06. 1 ,  54-52-06.2, 
54-52-06.3 ,  and" 

Page 1 ,  l i ne 2,  after the first comma insert "subsection 6 of section 54-52 . 6-02 , and sections" 

Page 1 ,  l i ne 2, remove the second comma 

Page 1 ,  l ine 2 ,  replace "54-52 .6-1 5" with "54-52.6-09" 

Page 1 ,  l i ne 2, after "to" i nsert " increased employer and employee contributions u nder the 
highway patrolmen's retirement plan and publ ic employees retirement system and" 

Page 1 ,  l ine 3, remove "and to repeal section 54-52.6-03 of the" 

Page 1 ,  remove line 4 

Page 1 ,  l i ne 5, replace "publ ic employees reti rement system" with "to provide for a legislative 
management study; to provide an appropriation;  to provide an effective date; and to 
provide an expiration date" 

Page 1 ,  after l ine 6, insert: 

"SECTION 1 .  AM ENDMENT. Section 39-03. 1 -09 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

39-03. 1 -09. Payments by contri butors - Employer payment of employee 
contri bution. 

1 .  Every member, except as provided in section 39-03 . 1 -07, shal l  contribute 
into the fund ten and thirty-hundredths percent of the member's monthly 
salary, which sum must be deducted from the member's salary and 
credited to the member's account in  the fund .  Member contributions 
increase by one percent of the member's monthly salary beg inn ing with the 
monthly reporti ng period of January 201 2,-aA€1- with an additional increase 
of one percent, beg inn ing with the monthly report ing period of January 
201 3, and with an additional increase of one percent, beginn ing with the 
monthly reporting period of January 201 4. 
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2. The state of North Dakota, at i ts option, may pay the member contributions 
required by subsection 1 for al l  compensation earned after June 30, 1 983,  
and may pay the member contributions required to purchase service credit 
on a pretax basis pursuant to subsection 8 of section 39-03 . 1 -08.2 .  The 
amount paid must be paid by the state in l ieu of contributions by the 
member. A member may not receive the contributed amounts d irectly once 
the employer has elected to pay the member contributions. If the state 
decides not to pay the contributions, the amount that would have been 
paid wil l continue to be deducted from com pensation .  If contributions are 
paid by the state , they must be treated as employer contributions in  
determin ing tax treatment under this code and the federal I nternal 
Revenue Code. If contributions are paid by the state, they must not be 
included as gross income of the member in determin ing tax treatment 
under this code and the Internal Revenue Code unti l  they are d istributed or 
made available. The state shal l pay these member contributions from the 
same source of funds used in paying compensation to the members .  The 
state shall pay these contributions by effecting an equal cash reduction in 
the gross salary of the employee or by an offset against future salary 
increases or by a combination of a reduction in  gross salary and offset 
against future salary increases. If member contribut ions are paid by the 
state, they must be treated for the purposes of this chapter in  the same 
manner and to the same extent as member contributio ns made prior to the 
date the contributions were assumed by the state. The option given 
employers by this subsection must be exercised in accordance with rules 
adopted by the board. 

3. For compensation earned after August 1 ,  2009, all e mployee contributions 
required under subsection 1 ,  and not otherwise paid u nder subsection 2,  
m ust be paid by the state in l ieu of contributions by the member. Al l  
contributions paid by the state under this subsection m ust be treated as 
employer contributions in determining tax treatment u nder this code and 
the federal Internal Revenue Code. Contributions paid by the state under 
this subsection may not be included as gross income of the member in  
determin ing tax treatment under th is code and the I nternal Revenue Code 
unt i l  the contributions are d istributed or made avai lable .  Contributions paid 
by the state in accordance with this subsection must be treated for the 
purposes of this chapter in  the same manner and to the same extent as 
member contributions made before the date the contributions were 
assumed by the state. The state shal l pay these mem ber contributions 
from the same source of funds used in paying compensation to the 
members. The state shall pay these contributions by effecting an equal 
cash reduction in the gross salary of the employee. The state shal l  
continue making payments under th is section un less otherwise specifical ly 
provided for under the agency's biennial appropriatio n  or by law. 

SECTION 2. AMENDM ENT. Section 39-03. 1 - 1 0  of the North Dakota Century 
Code is amended and reenacted as fol lows: 

39-03. 1 -1 0. Contri butions by the state. 

The state shal l  contribute to the fund a sum equal to s ixteen  and 
seventy-hundredths percent of the monthly salary or wage of a participating member. 
State contributions increase by one percent of the monthly sa lary or  wage of a 
part ic ipating member beg inning with the monthly report ing period of January 20 1 2 , and 
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with an additional increase of one percent, beg inning with the report ing period of 
January 201 3, and with an additional increase of one percent, beginning with the 
monthly reporting period of January 201 4 . If the member's contribution is paid by the 
state under subsection 2 of section 39-03 . 1 -09 , the state shal l contribute , in addition ,  
an amount equal to the required member's contribution . The state shal l  pay the 
associated employer contribution for those members who elect to exercise their rights 
under subsection 3 of section 39-03. 1 -1 0. 1 .  

SECTION 3. A new section to chapter 39-03. 1  of the North Dakota Century 
Code is created and enacted as follows: 

Reduction in member and employer contributions. 

The required increase in the amount of member and employer contributions 
under sections 1 and 2 of this Act must be reduced to the rate in effect on the effective 
date of this Act effective on the Ju ly fi rst that fol lows the first valuation of the highway 
patrolmen's reti rement plan showing a ratio of the actuarial value of assets to the 
actuarial accrued l iabi l ity of the h ighway patrolmen's retirement plan that is equal to or 
greater than one hundred percent. "  

Page 1 ,  after l ine 2 1 , insert: 

"SECTION 5. AM ENDM ENT. Section 54-52-02.9  of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-02.9. Participation by temporary employees. 

A temporary employee may elect, with in one hundred eighty days of beg inn ing 
employment, to participate in  the publ ic employees retirement system and receive 
credit for service after enrol lment. The temporary employee shall pay monthly to the 
fund an amount equal to eight and twelve-hundredths percent tim es the temporary 
employee's present month ly salary. The amount required to be paid by a temporary 
employee increases by two percent times the temporary employee's present month ly 
salary beginning with the month ly reporting period of January 20 1 2 , and with an 
additional two percent increase, beginning with the report ing period of January 20 1 3J. 
and with an additional increase of two percent, beginning with the monthly reporting 
period of January 201 4 .  The temporary employee shal l  also pay the requ i red month ly 
contribution to the retiree health benefit fund establ ished under section 54-52. 1 -03 .2 .  
This contribution must be recorded as a member contribution pursuant to section 
54-52 . 1 -03 .2 .  An employer may not pay the temporary employee's contributions. A 
temporary employee may continue to participate as a temporary employee in the publ ic 
employees retirement system unti l  termination of employment or reclassification of the 
temporary employee as a permanent employee. A temporary employee may not 
purchase any additional credit, includ ing additional credit under section 54-52-1 7 .4 or 
past service under section 54-52-02 .6.  

SECTION 6. AM ENDM ENT. Section 54-52-05 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

54-52-05. Mem bership and assessments - Employer payment of em ployee 
contri butions. 

1 .  Every e l ig ible governmental unit employee concurri ng in the plan must so 
state in writing and all future el ig ible employees are participating members .  
An employee who was not enrol led in the retirement system when el ig ib le 
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to participate must be enrol led immediately upon notice of the employee's 
e l ig ibi l ity, unless the employee waives in writing the employee's right to 
participate for the previous time of el ig ib i l ity, to avoid contributing to the 
fund for past service. An employee who is el ig ible for normal ret irement 
who accepts a retirement benefit under this chapter and who subsequently 
becomes employed with a participating employer other than the employer 
with which the employee was employed at the time the employee retired 
under this chapter may, before reenrol l ing in the retirement plan, elect to 
permanently waive future participation in the retirement plan and the 
retiree health program and maintain that employee's retirement status. An 
employee making this election is not required to make any future employee 
contributions to the publ ic employees retirement system nor is the 
employee's employer required to make any further contributions on behalf 
of that employee. 

2. Each member must be assessed and requ i red to pay monthly four percent 
of the monthly salary or wage paid to the member, and such assessment 
must be deducted and retained out of such salary in equal monthly 
instal lments commencing with the first month of employment. Member 
contributions increase by one percent of the monthly salary or wage paid 
to the member beginn ing with the month ly reporting period of 
January 201 2, and with an additional increase of one percent, beginning 
with the monthly reporting period of January 201 3, and with an additional 
increase of one percent, beginning with the monthly reporting period of 
January 201 4. 

3. Each employer, at its option ,  may pay al l  or a portion of the employee 
contributions required by subsection 2 and sections 54-52-06. 1 ,  
54-52-06.2,  54-52-06.3 ,  and 54-52-06.4 or the employee contributions 
required to purchase service credit on a pretax basis pursuant to 
subsection 5 of section 54-52- 1 7 .4. Employees may not receive the 
contributed amounts d i rectly once the employer has e lected to pay the 
employee contributions. The amount paid must be paid by the employer in 
l ieu of contributions by the employee. If the state determines not to pay the 
contributions , the amount that would have been paid must continue to be 
deducted from the employee's compensation. If contributions are paid by 
the employer, they must be treated as employer contributions in 
determin ing tax treatment under th is code and the federal I nternal 
Revenue Code. If contributions are paid by the employer, they may not be 
included as gross income of the employee in  determin i ng tax treatment 
under this code and the I nternal Revenue Code unt i l  they are d istributed or 
made available. The employer shall pay these employee contributions from 
the same source of funds used in paying compensation  to the employee or 
from the levy authorized by subsection 5 of section 57-1 5-28 . 1 .  The 
employer shall pay these contributions by effecting an equal cash 
reduction in the gross salary of the employee or by an offset against future 
salary i ncreases or by a contribution of a reduction i n  g ross salary and 
offset against future salary increases. If employee contributions are paid by 
the employer, they must be treated for the purposes of this chapter in the 
same manner and to the same extent as employee contributions made 
prior to the date on which employee contributions were assumed by the 
employer. An employer exercis ing its option under this subsection shal l  
report its choice to the board in  writing. 
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4.  For compensation earned after August 1 ,  2009, a l l  employee contributions 
required under section 54-52-06. 1  and the job service North Dakota 
retirement plan , and not otherwise paid under subsection 3, m ust be paid 
by the employer in  l ieu of contributions by the member. All contributions 
paid by the employer under this subsection must be treated as employer 
contributions in determin ing tax treatment under this code and the Internal 
Revenue Code. Contributions paid by the employer under this subsection 
may not be included as gross income of the member in determ in ing tax 
treatment under this code and the I nternal Revenue Code unti l the 
contributions are distributed or made avai lable. Contributions paid by the 
employer in accordance with this subsection must be treated for the 
purposes of this chapter in the same manner and to the same extent as 
member contributions made before the date the contributions were 
assumed by the employer. The employer shal l  pay these member 
contributions from the same source of funds used in  paying compensation 
to the employee. The employer shal l pay these contributions by effecting 
an equal cash reduction in the gross salary of the employee. The employer 
shal l  continue making payments under this section un less otherwise 
specifical ly provided for under the agency's biennial appropriation or by 
amendment to law. 

SECTION 7. AMENDM ENT. Section 54-52-06 of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-06. Employer's contribution to reti rement plan. 

Each governmental unit shal l contribute an amount equal to four and 
twelve-hundredths percent of the month ly salary or wage of a participating member. 
Governmental unit contributions increase by one percent of the month ly salary or wage 
of a participating member beginning with the month ly reporting period of January 201 2 , 
and with an additional increase of one percent, beginn ing with the reporting period of 
January 20 1 3. and with an additional increase of one percent, beginn ing with the 
monthly report ing period of January 201 4 . For those members who elect to exercise 
their rights under section 54-52-1 7 . 1 4 , the employing governmental unit ,  or in the case 
of a member not presently under covered employment the most recent employing 
governmental unit, shal l pay the associated employer contribution .  If the employee's 
contribution is paid by the governmental unit under subsection 3 of section 54-52-05, 
the employer un it shall contribute , in  addition , an amount equal to the requ i red 
employee's contribution. Each governmental un it shal l  pay the contribution month ly, or 
in the case of an election made pursuant to section 54-52-1 7. 1 4 a lump sum,  i nto the 
retirement fund from its funds appropriated for payrol l  and salary or any other funds 
available for these purposes. Any governmental un it fai l ing to pay the contributions 
monthly, or in the case of an election made pursuant to section 54-52-1 7. 1 4  a lump 
sum, is subject to a civil penalty of  fifty dol lars and, as interest, one percent of the 
amount due for each month of delay or fraction thereof after the payment became due .  
In  l ieu of  assessing a civil penalty or one percent per month , or  both , interest at the 
actuarial rate of return may be assessed for each month the contributions are 
del inquent. If contributions are paid within ninety days of the date they became due, 
penalty and i nterest to be paid on del inquent contributions may be waived.  An 
employer is requ i red to submit contributions for any past el ig ible employee who was 
employed after July 1 ,  1 977, for which contributions were not made if the employee 
would have been e l ig ible to become vested had the employee participated and if the 
employee elects to join the publ ic employees retirement system. E mployer 
contributions may not be assessed for el ig ible service that an employee has waived 
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pursuant to subsection 1 of section 54-52-05.  The board shal l  report to each session of 
the leg islative assembly the contributions necessary, as determined by the actuarial 
study, to maintain the fund's actuarial soundness. 

SECTION 8. AMENDMENT. Section 54-52-06. 1  of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-06. 1 .  Contribution by supreme and d istrict court j udges - Employer 
contribution. 

Each judge of the supreme or d istrict court who is a member of the publ ic 
employees retirement system must be assessed and required to pay monthly five 
percent of the judge's monthly salary. Member contributions increase by one percent of 
the judge's monthly salary beginn ing with the month ly report ing period of 
January 201 2 , and with an additional increase of one percent, beginning with the 
reporting period of January 201 3, and with an additional increase of one percent. 
beginning with the monthly reporting period of January 201 4. The assessment must be 
deducted and reta ined out of the judge's salary in equal monthly instal lments .  The state 
shall contribute an amount equal to fourteen and fifty-two one-hundredths percent of 
the monthly salary of a supreme or district court judge who is a participating member of 
the system, which matching contribution must be paid from its funds appropriated for 
salary, or from any other funds avai lable for such purposes. State contributions 
increase by one percent of the monthly salary of a supreme or d istrict court j udge who 
is a participating member of the system beginning with the month ly reporting  period of 
January 201 2, and with an addit ional increase of one percent, beginning with the 
monthly reporting period of January 201 3, and with an additional i ncrease of one 
percent, beginn ing with the monthly reporting period of January 201 4. If the j udge's 
contribution is paid by the state under subsection 3 of section 54-52-05, the state shal l  
contribute , in addition ,  an amount equal to the required judge's contribut ion. 

SECTION 9. AMENDMENT. Section 54-52-06.2 of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-06.2. Contri bution by national guard secu rity officers or fi refig hters -
Em ployer contri bution. 

Each national guard security officer or fi refighter who is a member of the publ ic 
employees retirement system is assessed and shal l  pay monthly four percent of the 
employee's monthly salary. Member contributions increase by one-half of one percent 
of the member's monthly salary beginning with the monthly reporti ng period of January 
2014 .  The assessment must be  deducted and reta ined out of the e mployee's salary i n  
equal monthly insta l lments. The national guard security officer's or firefighter's 
employer shal l  contribute an amount determined by the board to be actuaria l ly required 
to support the level of benefits specified in section 54-52-1 7 .  The employer's 
contribution must be paid from funds appropriated for salary or from any other  funds 
avai lable for such purposes. If the security officer's or fi refighter's assessment is paid 
by the employer under subsection 3 of section 54-52-05, the employer shall contribute , 
in addition, an amount equal to the required national guard security officer's or 
firefighter's assessment. 

SECTI ON 1 0. AM ENDME NT. Section 54-52-06. 3  of the North Dakota Century 
Code is amended and reenacted as fol lows: 
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54-52-06.3. Contribution by peace officers and correctional officers 
employed by political subd ivisions - Employer contribution. 

Each peace officer or correctional officer employed by a pol itical subd ivision that 
enters into an agreement with the retirement board on behalf of its peace officers and 
correctional officers separately from its other employees and who is a member of the 
public employees retirement system is assessed and shal l  pay monthly four percent of 
the employee's month ly salary. Peace officer or correctional officer contributions 
increase by one-half of one percent of the member's month ly salary beginn ing with the 
month ly report ing period of January 201 2 , and with an additional i ncrease of one-half 
of one percent, beginning with the monthly reporting period of January 201 3, and with 
an additional increase of one-half of one percent, beginning with the monthly reporting 
period of January 201 4. The assessment must be deducted and retained out of the 
employee's salary in  equal monthly installments. The peace officer's or correctional 
officer's employer shal l contribute an amount determ ined by the board to be actuarial ly 
required to support the level of benefits specified in section 54-52-1 7 .  If the peace 
officer's or correctional officer's assessment is paid by the employer under subsection 3 
of section 54-52-05, the employer shal l  contribute, in  addit ion ,  an amount equal to the 
required peace officer's or correctional officer's assessment. 

S ECTION 1 1 .  A new section to chapter 54-52 of the North Dakota Century 
Code is created and enacted as follows: 

Red uction in member and employer contri butions. 

The required increase in the amount of member and employer contributions 
under sections 5, 6, 7, 8, 9, 1 0, 1 3, and 1 5  of this Act must be reduced to the rate in  
effect on the effective date of this Act effective on the Ju ly fi rst that follows the fi rst 
valuation of the public employees reti rement system main system showing a ratio of 
the actuarial value of assets to the actuarial accrued l iabi l ity of the public employees 
reti rement system main system that is equal to or greater than one hundred percent. " 

Page 2, l ine 1 2 , replace "is h ired after July 30, 201 3" with "elects to participate in the reti rement 
plan under this chapter" 

Page 3, after l ine 2, insert: 

"SECTION 1 3. AMENDMENT. Subsection 6 of section 54-52.6-02 of the North 
Dakota Century Code is amended and reenacted as fol lows: 

6 .  A participating member who becomes a temporary employee may sti l l  
participate in the defined contribution reti rement plan upon fi l ing an 
election with the board with in one hundred eighty days of transferring to 
temporary employee status. The participating member may not become a 
member of the defined benefit plan as a temporary employee. The 
temporary employee e lecting to participate in the defined contribution 
retirement plan shall pay monthly to the fund an amount equal to eight and 
twelve-hundredths percent t imes the temporary employee's present 
month ly salary. The amount required to be paid by a temporary employee 
increases by two percent t imes the temporary employee's present monthly 
salary beginn ing with the monthly reporting period of January 20 1 2, and 
with an additional increase of two percent, beg inning with the monthly 
reporting period of January 20 1 3, and with an additional increase of two 
percent, beginning with the monthly reporting period of January 201 4. The 
temporary employee shall a lso pay the required monthly contribution to the 
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retiree health benefit fund establ ished under section 54-52. 1 -03.2.  This 
contribution must be recorded as a member contribution pursuant to 
section 54-52. 1 -03.2.  An employer may not pay the temporary employee's 
contributions. A temporary employee may continue to participate as a 
temporary employee unti l termination of employment or reclassification of 
the temporary employee as a permanent employee . "  

Page 6 ,  l ine 3 ,  remove "At the time of h ire the" 

Page 6 ,  replace lines 4 through 1 0 with "The board shall provide an opportunity for el igible 
employees who are new members of the publ ic employees retirement system under 
chapter 54-52 to transfer to the defined contribution plan under this chapter pursuant to 
the rules and pol icies adopted by the board . "  

Page 6 ,  l ine 1 1 ,  replace "an el igible employee to participate in" with "a member of the publ ic 
employees reti rement system under chapter 54-52 to transfer to" 

Page 6, l ine 1 2 , remove " In  the case of an el igible employee" 

Page 6, remove l ine 1 3  

Page 6 ,  l ine 1 4 , replace "el igible employee transferring" with "For an individual who elects to 
transfer" 

Page 6, l ine 1 6 , remove "and" 

Page 6 ,  l ine 22, remove "The board shal l  calcu late the actuarial present value of the 
ind ividual 's" 

Page 6 ,  remove l ines 23 and 24 

Page 6 ,  l ine 25, remove "retirement age. "  

Page 7 ,  remove l ines 27  through 31 

Page 8, replace l ines 1 through 8 with: 

"SECTION 1 5. AM ENDMENT. Section 54-52.6-09 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

54-52.6-09. Contributions - Penalty. 

1 .  Each participating member shal l contribute monthly four  percent of the 
monthly salary or wage paid to the participant, and this assessment must 
be deducted from the participant's salary in  equal monthly instal lments 
commencing with the fi rst month of participation in the defined contribution 
reti rement plan establ ished under this chapter. Participating member 
contributions increase by one percent of the monthly salary or wage paid 
to the participant beg inn ing with the monthly reporting period of 
January 201 2 , and with an additional increase of one percent, beginn ing 
with the reporting period of January 201 3. and with an additional increase 
of one percent. beginn ing with the monthly reporting period of January 
2014 .  

2. The employer shal l  contribute an amount equal to fou r  and 
twelve-hundredths percent of the month ly salary or wage of a participating 
member. Employer contributions increase by one percent of the month ly 
salary or wage of a participating member beg inn ing with the month ly 
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report ing period of January 20 1 2 ,  and with an additional increase of one 
percent, beginning with the monthly reporting period of January 201 3, and 
with an additional increase of one percent, beginn ing with the monthly 
reporting period of January 201 4. If the employee's contribution is paid by 
the employer under subsection 3, the employer shal l  contribute, in 
addit ion, an amount equal to the required employee's contribution. The 
employer shal l pay month ly such contribution into the part icipating 
member's account from its funds appropriated for payrol l  and salary or any 
other funds available for such purposes. If the employer fai ls to pay the 
contributions monthly, it is subject to a civil penalty of fifty dol lars and, as 
interest, one percent of the amount due for each month of delay or fraction 
thereof after the payment became due. 

3. Each employer, at its option, may pay the employee contributions required 
by this section for all compensation earned after December 3 1 , 1 999. The 
amount paid must be paid by the employer in l ieu of contributions by the 
employee. If the employer decides not to pay the contributions,  the amount 
that would have been paid wil l  continue to be deducted from the 
employee's compensation. If contributions are paid by the employer, they 
m ust be treated as employer contributions in determin ing tax treatment 
under this code and the federal I nternal Revenue Code. Contributions paid 
by the employer may not be included as gross income of the employee in  
determ ining tax treatment under this code and the federal I nternal 
Revenue Code until they are d istributed or made avai lable. The employer 
shall pay these employee contributions from the same source of funds 
used in paying compensation to the employee. The e mployer shall pay 
these contributions by effecting an equal cash redu ction in  the gross salary 
of the employee or by an offset against future salary increases or by a 
combination of a reduction in gross salary and offset against future salary 
increases. Employee contributions paid by the employer must be treated 
for the purposes of this chapter in the same manner and to the same 
extent as employee contributions made before the date on which 
employee contributions were assumed by the employer. An employer shal l  
exercise its option under this subsection by report ing its choice to the 
board in writ ing . 

SECTION 1 6. LEGISLATIVE MANAG EMENT STU DY - N O RTH DAKOTA 
RETI REMENT PLANS. During the 201 3-1 4  interim,  the legislative management shal l  
consider studying the feasibi l ity and desirabi l ity of exist ing and possible state 
retirement plans. The study must include an analysis of both a d efined benefit plan and 
a defined contribution plan with considerations and possible consequences for 
transitioning to a state defined contribution plan. The study may not be conducted by 
the employee benefits programs committee. The leg islative management shal l  report 
its findings and recommendations, together with any leg islation needed to implement 
the recommendations , to the sixty-fourth legislative assembly. 

SECTION 1 7. APPROPRIATION. There is appropriated from special funds 
derived from publ ic employees reti rement system income not otherwise appropriated , 
the sum of $22, 000, or so much of the sum as may be necessary, to the publ ic 
employees retirement system board for the purpose of implementing this Act, for the 
biennium beg inning July 1 ,  201 3, and end ing June 30, 201 5. 

SECTION 1 8. EFFECTIVE DATE. Sections 4 ,  1 2 , and 1 4  of this Act become 
effective on October 1 ,  201 3. 
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S ECTION 1 9. EXPIRATION DATE - S US PE NSION. Sections 4, 1 2 , and 1 4  of 
thi s  Act are effective through Ju ly 3 1 , 201 7, and after that date are ineffective. Section 
54-52.6-03 is  suspended from October 1 ,  201 3 , through July 3 1 , 201 7.  Section 
54-52.6-03, as it existed on September 30, 201 3 ,  becomes effective on August 1 ,  
201 7 ."  

Renumber according ly 
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REPORT OF CONFERENCE COMMITIEE 
HB 1452, as engrossed: Your conference committee (Sens. Dever, Krebsbach ,  Nelson and 

Reps. Boehning,  Louser, Amerman) recommends that the SENATE RECEDE from 
the Senate amendments as printed on HJ pages 1 302-1 309, adopt amendments as 
follows, and place HB 1 452 on the Seventh order: 

That the Senate recede from its amendments as printed on pages 1 302-1 309 of the House 
Journal and pages 1 1 85-1 1 92 of the Senate Journal and that Engrossed House Bi l l  No. 1 452 
be amended as fol lows: 

Page 1 ,  l ine 1 ,  after "to" insert "create a new section to chapter 39-03. 1 and a new section to 
chapter 54-52 of the North Dakota Century Code, relating to expiration of the 
increase in highway patrolmen's retirement plan and public employees retirement 
system member and employer contributions; to" 

Page 1 ,  l ine 1 ,  after "reenact" insert "sections 39-03 . 1 -09 and 39-03. 1 -1 0 , "  

Page 1 ,  l ine 1 ,  replace the second "and" with a comma 

Page 1 ,  l ine 1 ,  after "sections" insert "54-52-02 .9,  54-52-05, 54-52-06, 54-52-06. 1 ,  
54-52-06.2,  54-52-06 .3 ,  and" 

Page 1 ,  l ine 2 ,  after the first comma insert "subsection 6 of section 54-52.6-02, and sections" 

Page 1 ,  l ine 2, remove the second comma 

Page 1 ,  l ine 2, replace "54-52 .6-1 5" with "54-52.6-09" 

Page 1 ,  l ine 2, after "to" insert "increased employer and employee contributions under the 
highway patrolmen's retirement plan and public employees retirement system and" 

Page 1 ,  l ine 3,  remove "and to repeal section 54-52 .6-03 of the" 

Page 1 ,  remove l ine 4 

Page 1 ,  l ine 5, replace "public employees retirement system" with "to provide for a leg islative 
management study; to provide an appropriation; to provide an effective date; and to 
provide an expiration date" 

Page 1 ,  after l ine 6, insert: 

"SECTION 1. AMENDMENT. Section 39-03. 1 -09 of the North Dakota 
Century Code is amended and reenacted as follows: 

39-03.1-09. Payments by contributors - Employer payment of employee 
contribution. 

1 .  Every member, except as provided in section 39-03. 1 -07, shall  contribute 
into the fund ten and thirty-hundredths percent of the member's monthly 
salary, which sum must be deducted from the member's salary and 
credited to the member's account in  the fund. Member contributions 
increase by one percent of the member's monthly salary beginning with 
the monthly reporting period of January 201 2,-aOO with an additional 
increase of one percent, beginning with the monthly reporting period of 
January 201 3, and with an add itional increase of one percent. beginn ing 
with the month ly reporting period of January 2014.  

2 .  The state of North Dakota, at  its option, may pay the member 
contributions required by subsection 1 for all compensation earned after 
June 30, 1 983, and may pay the member contributions requ ired to 
purchase service credit on a pretax basis pursuant to subsection 8 of 
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section 39-03. 1 -08.2. The amount paid must be paid by the state i n  l ieu 
of contributions by the member. A member may not receive the 
contributed amounts directly once the employer has elected to pay the 
member contributions. If  the state decides not to pay the contributions, 
the amount that would have been paid wil l  continue to be deducted from 
compensation.  If contributions are paid by the state, they must be treated 
as employer contributions in determining tax treatment under this code 
and the federal I nternal Revenue Code. If  contributions are paid by the 
state, they must not be included as gross income of the member in 
determin ing tax treatment under this code and the I nternal Revenue 
Code u ntil they are distributed or made avai lable. The state shal l  pay 
these member contributions from the same source of funds used in 
paying compensation to the members. The state shall pay these 
contributions by effecting an equal cash reduction in the gross salary of 
the employee or by an offset against future salary increases or by a 
combination of a reduction in gross salary and offset against future salary 
increases. If member contributions are paid by the state, they must be 
treated for the purposes of this chapter in the same manner and to the 
same extent as member contributions made prior to the date the 
contributions were assumed by the state. The option g iven employers by 
this subsection must be exercised in accordance with ru les adopted by 
the board. 

3 .  For compensation earned after August 1 ,  2009, a l l  employee 
contributions required under subsection 1 ,  and not otherwise paid under 
subsection 2,  must be paid by the state in  l ieu of contributions by the 
member. All contributions paid by the state u nder this subsection must be 
treated as employer contributions in  determining tax treatment u nder this 
code and the federal I nternal Revenue Code. Contributions paid by the 
state under this subsection may not be included as gross income of the 
member in determining tax treatment under this code and the I nternal 
Revenue Code until the contributions are d istributed or made avai lable. 
Contributions paid by the state in accordance with this subsection must 
be treated for the purposes of this chapter in the same manner and to the 
same extent as member contributions made before the date the 
contributions were assumed by the state. The state shall pay these 
member contributions from the same source of funds used in paying 
compensation to the members. The state shall pay these contributions by 
effecting an equal cash reduction in the gross salary of the employee. 
The state shall continue making payments under this section u nless 
otherwise specifical ly provided for under the agency's biennial  
appropriation or by law. 

SECTION 2. AMENDMENT. Section 39-03 . 1 - 1 0  of the North Dakota Century 
Code is amended and reenacted as fol lows: 

39-03.1-10. Contributions by the state. 

The state shall contribute to the fund a sum equal to sixteen and 
seventy-hundredths percent of the monthly salary or wage of a participating member. 
State contributions increase by one percent of the monthly salary or wage of a 
participating member beginning with the monthly reporting period of January 201 2 ,  
a n d  with a n  add itional increase o f  one percent, beginning with the reporting period of 
January 20 1 3, and with an additional increase of one percent. beginning with the 
monthly reporting period of January 2014.  If the member's contribution is paid by the 
state u nder subsection 2 of section 39-03 . 1 -09, the state shall contribute, in addition ,  
an amount equal  to the required member's contribution. The state shall pay the 
associated employer contribution for those members who elect to exercise their 
rights under subsection 3 of section 39-03. 1 -1 0. 1 .  
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SECTION 3. A new section to chapter 39-03. 1  of the North Dakota Century 
Code is created and enacted as follows: 

Reduction in member and employer contributions. 

The required increase in the amount of member and employer contributions 
under sections 1 and 2 of this Act must be reduced to the rate in effect on the 
effective date of this Act effective on the July first that follows the first valuation of the 
h ighway patrolmen's retirement plan showing a ratio of the actuarial value of assets 
to the actuarial accrued l iabil ity of the h ighway patrolmen's retirement plan that is 
equal  to or greater than one hundred percent." 

Page 1 ,  after line 2 1 ,  insert: 

"SECTION 5. AMENDMENT. Section 54-52-02 . 9  of the North Dakota 
Century Code is amended and reenacted as follows: 

54-52-02.9. Participation by temporary employees. 

A temporary employee may elect, within one hundred eighty days of beginning 
employment, to participate in the public employees retirement system and receive 
credit for service after enrollment. The temporary employee shall pay monthly to the 
fund an amount equal to eight and twelve-hundredths percent times the temporary 
employee's present monthly salary. The amount required to be paid by a temporary 
employee increases by two percent times the temporary employee's present monthly 
salary beginning with the monthly reporting period of January 201 2 ,  and with an 
add itional two percent increase, beginning with the reporting period of January 20 1 3� 
and with an add itional increase of two percent, beginning with the monthly reporting 
period of January 2014.  The temporary employee shall also pay the required monthly 
contribution to the retiree health benefit fund established under section 54-52 . 1 -03.2.  
This contribution must be recorded as a member contribution pursuant to section 
54-52 . 1 -03.2. An employer may not pay the temporary employee's contributions. A 
temporary employee may continue to participate as a temporary employee in the 
public employees retirement system until termination of employment or 
reclassification of the temporary employee as a permanent employee. A temporary 
employee may not purchase any additional credit, including add itional credit under 
section 54-52-1 7.4 or past service under section 54-52-02.6.  

SECTION 6. AMENDMENT. Section 54-52-05 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

54-52-05. Membership and assessments - Employer payment of 
employee contributions. 

1 .  Every eligible governmental un it employee concurring in  the plan m ust so 
state in writing and all future el igible employees are participating 
members. An employee who was not enrolled in  the retirement system 
when eligible to participate must be enrolled immediately upon notice of 
the employee's eligibi lity, un less the employee waives in writing the 
employee's right to participate for the previous time of el igibi l ity, to avoid 
contributing to the fund for past service. An employee who is elig ible for 
normal retirement who accepts a retirement benefit under this chapter 
and who subsequently becomes employed with a participating employer 
other than the employer with which the employee was employed at the 
time the employee retired under this chapter may, before reenroll ing in 
the retirement plan , elect to permanently waive future participation in  the 
retirement plan and the retiree health program and maintain that 
employee's retirement status. An employee making this election is not 
required to make any future employee contributions to the public 
employees retirement system nor is the employee's employer required to 
make any further contributions on behalf of that employee. 
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2 .  Each member must b e  assessed and required to pay monthly four 
percent of the monthly salary or wage paid to the member, and such 
assessment must be deducted and retained out of such salary in  equal 
monthly installments commencing with the first month of employment. 
Member contributions increase by one percent of the monthly salary or 
wage paid to the member beginning with the monthly reporting period of 
January 201 2 ,  and with an add itional increase of one percent, beginning 
with the monthly reporting period of January 201 3. and with an additional 
increase of one percent, beginning with the monthly reporting period of 
January 2014.  

3 .  Each employer, at  its option, may pay a l l  or a portion of the employee 
contributions required by subsection 2 and sections 54-52-06. 1 ,  
54-52-06.2,  54-52-06.3,  and 54-52-06.4 or the employee contributions 
required to purchase service credit on a pretax basis pursuant to 
subsection 5 of section 54-52-1 7.4. Employees may not receive the 
contributed amounts d irectly once the employer has elected to pay the 
employee contributions. The amount paid must be paid by the employer 
in  lieu of contributions by the employee. If  the state determines not to pay 
the contributions, the amount that would have been paid must contin ue to 
be deducted from the employee's compensation.  If contributions are paid 
by the employer, they must be treated as employer contributions in 
determining tax treatment under this code and the federal I nternal 
Revenue Code. If contributions are paid by the employer, they may not 
be included as gross income of the employee in determining tax 
treatment under this code and the Internal Revenue Code u ntil they are 
distributed or made avai lable. The employer shall pay these employee 
contributions from the same source of funds used in paying 
compensation to the employee or from the levy authorized by 
subsection 5 of section 57-1 5-28 . 1 .  The employer shall pay these 
contributions by effecting an equal cash reduction in the g ross salary of 
the employee or by an offset against future salary increases or by a 
contribution of a reduction in gross salary and offset against future salary 
increases. If employee contributions are paid by the employer, they must 
be treated for the purposes of this chapter in the same manner and to the 
same extent as employee contributions made prior to the date on which 
employee contributions were assumed by the employer. An employer 
exercising its option under this subsection shall report its choice to the 
board in  writing. 

4.  For compensation earned after August 1 ,  2009, al l  employee 
contributions required under section 54-52-06. 1  and the job service North 
Dakota retirement plan, and not otherwise paid under subsection 3,  must 
be paid by the employer in l ieu of contributions by the member. All 
contributions paid by the employer under this subsection must be treated 
as employer contributions in determining tax treatment under this code 
and the I nternal Revenue Code. Contributions paid by the employer 
under this subsection may not be included as gross income of the 
member in determining tax treatment under this code and the I nternal 
Revenue Code until the contributions are distributed or made available. 
Contributions paid by the employer in  accordance with this subsection 
must be treated for the purposes of this chapter in the same manner and 
to the same extent as member contributions made before the date the 
contributions were assumed by the employer. The employer shall pay 
these member contributions from the same source of funds used in 
paying compensation to the employee. The employer shall pay these 
contributions by effecting an equal cash reduction in  the g ross salary of 
the employee. The employer shall continue making payments under this 
section un less otherwise specifical ly provided for under the agency's 
biennia l  appropriation or by amendment to law. 
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SECTION 7. AMENDMENT. Section 54-52-06 of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-06. Employer's contribution to retirement plan. 

Each governmental unit shall contribute an amount equal to fou r  and 
twelve-hundredths percent of the monthly salary or wage of a participating member. 
Governmental un it contributions increase by one percent of the monthly salary or 
wage of a participating member beginning with the monthly reporting period of 
January 201 2 ,  and with an additional increase of one percent, beginn ing with the 
reporting period of January 201 3. and with an add itional increase of one percent. 
beginning with the monthly reporting period of January 2014.  For those members 
who elect to exercise their rights under section 54-52- 1 7 . 1 4, the employing 
governmental u nit, or in the case of a member not presently u nder covered 
employment the most recent employing governmental unit, shall pay the associated 
employer contribution. If the employee's contribution is paid by the governmental u nit 
under subsection 3 of section 54-52-05, the employer u nit shall contribute, in 
addition, an amount equal to the required employee's contribution .  Each 
governmental unit shall pay the contribution monthly, or in the case of an election 
made pursuant to section 54-52- 1 7 . 1 4  a lump sum, into the retirement fund from its 
funds appropriated for payroll and salary or any other funds available for these 
purposes. Any governmental unit fai l ing to pay the contributions monthly, or  in  the 
case of an election made pursuant to section 54-52-1 7. 1 4  a lump sum, is subject to 
a civil penalty of fifty dollars and, as interest, one percent of the amount d ue for each 
month of delay or fraction thereof after the payment became due. In lieu of assessing 
a civi l  penalty or one percent per month, or both, interest at the actuarial rate of 
return may be assessed for each month the contributions are del inq uent. If  
contributions are paid with in n inety days of the date they became due, penalty and 
interest to be paid on delinquent contributions may be waived . An employer is 
requ ired to submit contributions for any past el ig ible employee who was employed 
after J u ly 1 ,  1 977, for which contributions were not made if the employee wou ld have 
been el igible to become vested had the employee participated and if the employee 
elects to join the public employees retirement system. Employer contributions may 
not be assessed for el igible service that an employee has waived pursuant to 
subsection 1 of section 54-52-05. The board shall report to each session of the 
legislative assembly the contributions necessary, as determined by the actuarial 
study, to maintain the fund's actuarial soundness. 

SECTION 8. AMENDMENT. Section 54-52-06 . 1  of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-06.1. Contribution by supreme and district court judges - Employer 
contribution. 

Each judge of the supreme or district court who is a member of the publ ic 
employees retirement system must be assessed and requ ired to pay monthly five 
percent of the judge's monthly salary. Member contributions increase by one percent 
of the j udge's month ly salary beg inning with the monthly reporting period of 
January 201 2 ,  and with an additional increase of one percent, beginning with the 
reporting period of January 201 3, and with an additional increase of one percent. 
beginning with the monthly reporting period of January 201 4. The assessment must 
be deducted and retained out of the judge's salary in equal monthly instal lments. The 
state shall  contribute an amount equal to fourteen and fifty-two one-hundredths 
percent of the monthly salary of a supreme or d istrict cou rt j udge who is a 
participating member of the system, which matching contribution must be paid from 
its funds appropriated for salary, or from any other funds available for such purposes. 
State contributions increase by one percent of the monthly salary of a supreme or 
d istrict court j udge who is a participating member of the system beginning with the 
month ly reporting period of January 2012,  and with an add itional increase of one 
percent, beginning with the monthly reporting period of January 20 1 3, and with an 
additional increase of  one percent. beginning with the month ly reporting period of 
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January 201 4 .  If  the judge's contribution i s  paid b y  the state under subsection 3 of 
section 54-52-05, the state shall contribute, in addition, an amount equal  to the 
required judge's contribution . 

SECTION 9. AMENDMENT. Section 54-52-06.2 of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-06.2. Contribution by national guard security officers or 
firefighters - Employer contribution. 

Each national guard security officer or firefighter who is a member of the 
public employees retirement system is assessed and shall pay month ly four percent 
of the employee's monthly salary. Member contributions increase by one-half of one 
percent of the member's monthly salary beginning with the month ly reporting period 
of January 2014.  The assessment must be deducted and retained out  of  the 
employee's salary in equal monthly installments. The national guard security officer's 
or firefighter's employer shall contribute an amount determined by the board to be 
actuarially requ ired to support the level of benefits specified in section 54-52-1 7 . The 
employer's contribution must be paid from funds appropriated for salary or from any 
other funds available for such purposes. If the security officer's or firefighter's 
assessment is paid by the employer u nder subsection 3 of section 54-52-05, the 
employer shall contribute, in  addition,  an amount equal to the requ ired national g uard 
security officer's or firefighter's assessment. 

SECTION 10. AMENDMENT. Section 54-52-06. 3  of the North Dakota 
Century Code is amended and reenacted as follows: 

54-52-06.3. Contribution by peace officers and correctional officers 
employed by political subdivisions - Employer contribution. 

Each peace officer or correctional officer employed by a political subd ivision 
that enters into an agreement with the retirement board on behalf of its peace 
officers and correctional officers separately from its other employees and who is a 
member of the public employees retirement system is assessed and shall pay 
monthly four percent of the employee's monthly salary. Peace officer or correctional 
officer contributions increase by one-half of one percent of the member's monthly 
salary beginning with the monthly reporting period of January 20 1 2 ,  and with an 
additional increase of one-half of one percent, beginning with the monthly reporting 
period of January 201 3, and with an additional increase of one-half of one percent, 
beginning with the monthly reporting period of January 2014.  The assessment must 
be deducted and retained out of the employee's salary in equal monthly instal lments. 
The peace officer's or correctional officer's employer shall contribute an amount 
determined by the board to be actuarially required to support the level of benefits 
specified in section 54-52-1 7 .  If the peace officer's or correctional officer's 
assessment is paid by the employer under subsection 3 of section 54-52-05, the 
employer shall contribute, in  addition, an amount equal to the requ ired peace 
officer's or correctional officer's assessment. 

SECTION 11. A new section to chapter 54-52 of the North Dakota Century 
Code is created and enacted as follows: 

Reduction in member and employer contributions. 

The required increase in the amount of member and employer contributions 
under sections 5, 6, 7, 8, 9, 1 0, 1 3, and 1 5  of th is Act must be reduced to the rate i n  
effect on the effective date of this Act effective on the Ju ly first that fol lows the first 
valuation of the public employees retirement system main system showing a ratio of 
the actuarial value of assets to the actuarial accrued l iabi l ity of the public employees 
retirement system main system that is equal to or greater than one hundred percent." 
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Page 2 ,  l ine 1 2, replace "is hired after Ju ly 30, 201 3" with "elects to participate in  the 
retirement plan u nder this chapter" 

Page 3, after l ine 2, insert: 

"SECTION 13. AMENDMENT. Subsection 6 of section 54-52.6-02 of the 
North Dakota Century Code is amended and reenacted as follows: 

6 .  A participating member who becomes a temporary employee may sti l l  
participate in  the defined contribution retirement plan upon fi l ing a n  
election with the board with in one hundred eighty days of transferring to 
temporary employee status. The participating member may not become a 
member of the defined benefit plan as a temporary employee. The 
temporary employee electing to participate in the defined contribution 
retirement plan shall pay monthly to the fund an amount equal to eight 
and twelve-hundredths percent times the temporary employee's present 
month ly salary. The amount requ ired to be paid by a temporary employee 
increases by two percent times the temporary employee's present 
monthly salary beginning with the monthly reporting period of 
January 201 2 ,  and with an additional increase of two percent, beginn ing 
with the month ly reporting period of January 20 1 3, and with a n  add itional 
increase of two percent, beginn ing with the monthly reporting period of 
January 2014.  The temporary employee shall also pay the requ ired 
monthly contribution to the retiree health benefit fund established u nder 
section 54-52 . 1 -03 .2.  This contribution must be recorded as a member 
contribution pursuant to section 54-52 . 1 -03.2. An employer may not pay 
the temporary employee's contributions. A temporary employee may 
continue to participate as a temporary employee u ntil termination of 
employment or reclassification of the temporary employee as a 
permanent employee. "  

Page 6,  l ine 3 ,  remove "At the time of h ire the" 

Page 6, replace l ines 4 through 1 0 with "The board shall provide an opportun ity for el igible 
employees who are new members of the public employees retirement system under 
chapter 54-52 to transfer to the defined contribution plan u nder this chapter pursuant 
to the rules and pol icies adopted by the board ."  

Page 6, l i ne 1 1 ,  replace "an el igible employee to participate in" with "a member of the publ ic 
employees retirement system under chapter 54-52 to transfer to" 

Page 6, l ine 1 2, remove " I n  the case of an eligible employee" 

Page 6, remove l ine 1 3  

Page 6 ,  l ine 1 4, replace "eligible employee transferring" with "For an ind ividual who elects to 
transfer" 

Page 6, l ine 1 6, remove "and" 

Page 6,  l ine 22, remove "The board shall calcu late the actuarial present value of the 
individual's" 

Page 6,  remove l ines 23 and 24 

Page 6, l ine 25,  remove "retirement age." 

Page 7, remove l ines 27 through 31 

Page 8,  replace l ines 1 through 8 with : 
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"SECTION 15. AMENDMENT. Section 54-52.6-09 of the North Dakota 
Century Code is amended and reenacted as follows: 

54-52.6-09. Contributions - Penalty. 

1 .  Each participating member shal l  contribute month ly four percent of the 
monthly salary or wage paid to the participant, and this assessment must 
be deducted from the participant's salary in equal monthly installments 
commencing with the first month of participation in the defined 
contribution retirement plan establ ished under this chapter. Participating 
member contributions increase by one percent of the month ly salary or 
wage paid to the participant beginning with the monthly reporting period 
of January 20 1 2, and with an additional increase of one percent, 
beginning with the reporting period of January 201 3, and with an 
additional increase of one percent, beginning with the monthly reporting 
period of January 2014.  

2 .  The employer shall contribute an amount equal to four and 
twelve-hundredths percent of  the monthly salary or wage of a 
participating member. Employer contributions increase by one percent of 
the monthly salary or wage of a participating member beg inning with the 
month ly reporting period of January 201 2 , and with an additional 
increase of one percent, beginning with the month ly reporting period of 
January 201 3, and with an add itional increase of one percent. beginning 
with the monthly reporting period of January 201 4. If the employee's 
contribution is paid by the employer under subsection 3, the employer 
shall contribute, in  addition, an amount equal to the required employee's 
contribution. The employer shall pay monthly such contribution into the 
participating member's account from its funds appropriated for payroll 
and salary or any other funds available for such purposes. If  the 
employer fails to pay the contributions monthly, it is subject to a civil 
penalty of fifty dollars and, as interest, one percent of the amount due for 
each month of delay or fraction thereof after the payment became due.  

3.  Each employer, at its option, may pay the employee contributions 
required by this section for al l  compensation earned after December 3 1 , 
1 999. The amount paid must be paid by the employer in l ieu of 
contributions by the employee. If the employer decides not to pay the 
contributions, the amount that would have been paid wil l  continue to be 
deducted from the employee's compensation.  I f  contributions are paid by 
the employer, they must be treated as employer contributions in 
determin ing tax treatment under this code and the federal I nternal 
Revenue Code. Contributions paid by the employer may not be included 
as gross income of the employee in determining tax treatment under this 
code and the federal I nternal Revenue Code unti l they are d istributed or 
made available. The employer shall pay these employee contributions 
from the same source of funds used in paying compensation to the 
employee. The employer shall pay these contributions by effecting an 
equal cash reduction in the gross salary of  the employee or by  an offset 
against future salary increases or by a combination of a reduction in  
gross salary and offset against future salary increases. Employee 
contributions paid by the employer must be treated for the purposes of 
this chapter in the same manner and to the same extent as employee 
contributions made before the date on which employee contributions 
were assumed by the employer. An employer shall exercise its option 
under this subsection by reporting its choice to the board in writing .  

SECTION 16. LEGISLATIVE MAN AGEMENT STUDY - NORTH D AKOTA 
RETIREMENT PL ANS. During the 201 3-1 4  interim, the legislative management 
shall consider studying the feasibil ity and desirabil ity of existing and possible state 
retirement plans. The study must include an analysis of both a defined benefit plan 
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and a defined contribution plan with considerations and possible consequences for 
transitioning to a state defined contribution plan. The study may not be conducted by 
the employee benefits programs committee. The legislative management shall  report 
its findings and recommendations, together with any legislation needed to implement 
the recommendations, to the sixty-fourth legislative assembly. 

SECTION 1 7. APPROPRIATION. There is appropriated from special funds 
derived from public employees retirement system income not otherwise 
appropriated, the sum of $22 ,000, or so much of the sum as may be necessary, to 
the publ ic employees retirement system board for the purpose of implementing this 
Act, for the biennium beginning July 1 ,  201 3, and ending June 30, 201 5 .  

SECTION 1 8. EFFECTIVE DATE. Sections 4, 12 ,  and 1 4  of  this Act become 
effective on October 1 ,  201 3. 

SECTION 1 9. EXPIRATION DATE - SUSPENSION. Sections 4, 1 2, and 1 4  
of this Act are effective through July 3 1 , 201 7, and after that date are ineffective. 
Section 54-52.6-03 is suspended from October 1 ,  20 1 3, through July 31 , 201 7 .  
Section 54-52 .6-03, as  i t  existed on September 30 ,  201 3,  becomes effective on 
August 1 ,  20 1 7. "  

Renumber accord ingly 

Engrossed H B  1 452 was placed on the Seventh order of business on the calendar. 
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TESTIM O NY OF S PARB C O L L I N S  O N  
H O U S E  B I L L  1 452 

M r. C h a i rma n ,  m e m be rs of the co m m ittee ,  good afte rnoon my 

name is S pa rb Col l i n s .  I a m  the Executive Di rector of  the North 

Da kota P u b l i c  E m ployees Reti rement System . Today I a ppear 

befo re o n  behalf of the P E RS Board and in a ne utra l  posit ion on 

th i s  b i l l  as long as th e costs associated with th is  option a re 

fu n d ed . 

Along with m e  today is B rad Ra m i rez and Ta m my Dixo n ,  o u r  

ret i rement p lan actu aries with t h e  Segal Company.  Pursuant to 

leg is lative req u i rem ents , they have done a tech n ical  and actuaria l  

a n a lysis of  the p roposed b i l l .  I am handing that out to you n ow . 

M r. C h a i rm a n  if it is  okay with you ,  I wi l l  ask Brad to review with 

the co m mittee the actuaria l  i m pl ications of the b i l l .  Fol lowi ng th is ,  

I wi l l  review with the com m ittee the attached "Considerati ons ,  

I m p l ications and O ptions" of HB 1 452 wh ich h ig h l i g hts some of 

the mate ria l  from the review . 



• • • 
H B  1452 Considerations, I mpl ications, Options 

Considerations r�;,,.. ..... Im-p l ication��,���·.; · ·:, i•'_ �--·.;·:-: -1Q_ptions "" -7"�·-,. "-!!'lo. -: ' �llii1 �!II "'R" 
Contributions Contributions wi l l  need to be increased to pay for Add language increasing contributions for 

! this additional benefit or it wi l l  i ncrease the the various retirement plans 
unfunded status of the plan (see Attachment 1) 

Cost: Existing employee transfer H B  1 452 transfers the present value of the benefit This can be mitigated by l imit ing the 
(1 00% of accrued benefit); however, the plan is transfer for existing employees to the 
only funded at 65. 1 % .  This means that for present value less the unfunded l iabi l ity. 
everyone that transfers out, we take a loss and the This would reduce the total cost (see 
opportunity to use the earnings from their funds to Attachment 2) 
close the funding gap 

Cost: New employee When they leave they are not longer contributing to Only al low DC transfers to have the 
paying the unfunded l iabi lity. This d rives up cost on normal cost portion of the contribution only 
those remaining (1 0%) and have the amount associated 

with the unfunded l iabi l ity continue to be 
paid into the plan. This combined with the 
above would virtual ly e l iminate the 
incremental cost. 

Transfer method: New employee The transfer is the present value of benefit. I n  a l l  For new employees specify that i t  is the 
transfer cases this wil l  be less than the employer and higher of contributions or present value 

employee contribution. 
Polit ical  subdivision They are going to be al located part of the cost Split the plan into two - however, this wi l l  

increase the state cost substantial ly. 
Rules adopted by the board PERS wil l  not be able to implement the provision of Leave the same or change to "pol icies of 

the bi l l  unti l we have gone through the rule making the board" 
process. This means that it wi l l  be spring of 201 4  
before implementation 

Admin istrative Cost PERS has much of this in place, no new FTE are I nclude a specific appropriation or have 
requested but mai l ing , printing , system modification PERS go to its contingency l ine item . If 
costs, etc will be incurred ($1 06,000) (see contingency is to be used it would be 
Attachment 3) beneficial that a statement of legislative 

intent be added 



Attachment 1 
Estimated Cost to Payrol l  of HB 1 452 

.'$t�t�\�1 

lo%/5.% �-:�t%����9��}.�::,�: 
1 2 . 24% 13. 19% 1 3 . 90% 14.66% 0.95% 1 . 66% 2.42% 

16.33% 17.29% 17.97% 18.76% 0.96% 1 .64% 2 .43% 

10.69% 1 1 . 10% 1 1.45% 1 1.81% 0.41% 0.76% 1 . 12% 

· Nat G�(ar(j (' ;)'·: 7.40% 7. 67% 7 .86% 8.09% 0.27% 0.46% 0.69% 
,;_;�_:: -�· .::: ;.;.. 

$ 16,367,000 $ 28,599,000 $ 4 1,693,000 

$ 5,403,000 $ 9,440,000 $ 13,762,000 :::��;tt�if£;( Other fuod5((:' '  $ 10,964,000 $ 1 9, 159,000 $ 2 7,931,000 



• • 

Estimated Cost to Payrol l  of H B  1 452 
( Less U nfu nded Liab i l ity Associated with 
Mem ber Transfers 

Req I Ne'1' Actuarial Req Cont. . 
" 

Cont 1 0%/5% 1 5%/1 0% . 20%/1 5% 

Main 12 .24% 1 2 .82% 1 3. 30% 1 3.81 % 

Judges 16.33% 1 6. 94% 1 7 .40% 1 7.9 1 % I 
Law Enf 1 0 .95% 1 1 .2 1 % 1 1 .48% I 

. .  l.o%/5�( 
0.58% 
0.61% 
0.26% 

Nat Guard l 10.69% I 7.40% 7.59% 7 .74% 7 .9o% 1 0. 19% 
Total cost $ 9,993,000 
General funds $ 3,298,000 
Other funds $ 6,695,000 

• 
Attachment 2 

.. , 
: 15%/lO%,. 

1 .06% 1 .57% 
1 .07% 1 .58% 
0.52% 0.79% 
0.34% 0.50% 

$ 18,262,000 $ 27,049,000 
$ 6,028,000 $ 8,928,000 
$ 1 2,234,000 $ 18,121,000 



N DPERS Ad m i n istrative Costs 
H B  1452 

Attachment 3 

Amount 
Comm u n icat ion  materi a l s  (pr inti ng/mai l i ng) $48,641 

I nformationa l  meeti ngs $3,000 

E n h ance m e nts to bus i ness system $54,000 

TOTAL $105,641 
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January 28, 20 1 3  

Mr. Sparb Coll ins 
Executive Director 
State ofNorth Dakota Public Employees' Retirement System 
400 East Broadway, Suite 505 
P.O. Box 1 657 
B ismarck, ND 5 8502 

Re: Technical Comments - HB 1 452 

Dear Sparb: 

The following presents our analysis of the proposed changes found in draft HB 1 452: 

Systems Affected: North Dakota Public Employees Retirement System (PERS) Hybrid Plan and 
Defined Contribution Plan (DC Plan) 

Summary: The proposed legis lation would provide State employees, including judges, BCI law 
enforcement officers and National Guard employees, the opportunity to irrevocably elect to 
partic ipate in the Defined Contribution Plan pursuant to rules adopted by the PERS board. 
Existing employees who elect to participate in the Defined Contribution Plan wil l  have a lump 
sum transferred from the Hybrid Plan to an individual account in the Defined Contribution Plan. 
The lump sum amount shal l be the actuarial value of the individual member ' s  accumulated 
benefit obl igation in the Hybrid Plan,  based on the assumption that the member wil l  retire at the 
earliest appl icable  normal retirement age. Such transfer wi l l  not affect the member's health 
benefits or retiree health benefits . 

Actuarial Cost and Technical Analysis: This  Bi l l  would have a material actuarial impact on the 
assets and l iabil ities of the Hybrid Plan, as follows: 

The Bi l l  would al low current participants to elect to transfer the ful l  amount of their Hybrid P lan 
Actuarial Accrued Liabil ity to the Defined Contribution P lan. S ince the Hybrid Plan is currently 
less than 1 00% funded, this would result in a transfer of assets greater than the assets that 
currently support the benefits . As a resu lt, contribution requirements for those who remain in the 
Hybrid Plan wil l  see an increase in costs, as they would pay for the unfunded portion of the 
benefits of the transferring participants . 

B�nPfits. Cornp�nsvtion and HR Consulting Offices throughout the United States and Canada -�i�� Founding Member of the Multinational Group of Actuaries and Consultants, a global affiliation of independent firms 
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It is d ifficult to predict which partic ipants would elect to transfer under this  Bi l l .  Experience over 
the last ten years would indicate that 1 6% of those new hires eligible to choose between the 
Hybrid Plan and the Defined Contribution P lan at date of hire choose the Defined Contribution 
Plan. More recent election rates have been lower, around 7 .8%. It is  also difficult to predict what 
existing employees may do when offered this election. When offered to nonclassified employees 
in 1 999, about 3 8% elected to transfer. However, the environment has changed substantial ly 
since then, so we expect the rate would be lower. 

Our understanding is that the Bi l l  would allow current participants a one-time election to transfer 
out of the Plan and new employees the option to choose between the Hybrid P lan and the 
Defined Contribution Plan at date of hire. Because it is difficult to predict the number of 
participants that would transfer, we have i l lustrated the effects of three scenarios on the employer 
cost rate as a percentage of projected payrol l .  In the first scenario, we have assumed that 1 0% of 
existing participants leave and 5% of the new employees elect the Defined Contribution Plan 
each year thereafter. In the second scenario, we have assumed that 1 5% of participants leave and 
1 0% of the new employees elect the Defined Contribution P lan each year thereafter. In the third 
scenario, we have assumed that 20% of participants leave and 1 5% of the new employees e lect 
the Defined Contribution Plan thereafter. These wil l  increase the costs of funding the ongoing 
benefits and the unfunded l iab i l ity as a percent of pay, as fol lows : 

-··---------·· 

Employer Cost 
Rate - Statutory A 

20 1 2  Actuarial Employer Cost 
r-g���p------------i---_y��atio�-- �_te - �_Q}} ___ _ 

I PERS Main* ! 12 .24% 6 . 1 2% 

( 1 )  
1 0%/5% 

ssumption-
Resulting 
Cost Rate 

1 3 . 1 9% -···-··-----···--·-·-------··
-

1 7 .29% 

--·--

(2) 
1 5%/1 0% 

Assumption-
Resulting 
Cost Rate 

1 3 .90% 
----

·------
-----·---

1 7 .97% r ;:d�� -��- ··- ·
· ·

;�
-

������-� = -��;,_+----------- -
1 ���f�;.-en� �

---�69Yo 

�----�% t 
-�ational (]uard 7.40% ___ ____ 6 .50% I 1 1 . 1 0% ------

7.67% 

*Only Main State employees would be allowed to transfer under the B i l l  

* * Only B CI employees would  be allowed t o  transfer under the B i l l  

1 1 .45% 

7 .86% 

(3) 
20%/1 5% 

Assumption-
Resulting 
Cost Rate 

1 4 .66% 1------

1 8 .76% 

1 1 .8 1 %  

8 .09% 

The B i ll specifies that the Actuarial Accrued Liability be calculated assuming that the 
transferring participant will retire at the earliest unreduced retirement date. This is a sl ightly 
more conservative measure than the assumption used for funding the Hybrid Plan, and would 
result in a larger transfer of funds than if the Plan's  valuation assumptions were used. For 
participants with lower service, the benefits calculated under the Plan formula will l ikely have a 
smaller present value than the participant's vested contributions. In this  case, we calculated the 
amount of the transfer to s imply be the balance of vested contributions with interest. 

.. 
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As mentioned above, the B i l l  provides that 1 00% of the l iabi l ity be transferred for these 
participants. If the B i l l  were altered so that only the funded portion of the partic ipants' Actuarial 
Accrued Liabil ity is transferred to the Defined Contribution plan (64.7% for the PERS Main P lan 
as of July 1 ,  20 1 2), the Resulting Employer Cost Rate for ongoing Hybrid P lan partic ipants 
would  be as fol lows: 

As above, in the first scenario, we have assumed that 1 0% of participants leave and 5% of the 
new employees elect the Defined Contribution Plan each year thereafter. In the second scenario, 
we have assumed that 1 5% of participants leave and 1 0% of the new employees e lect the 
Defined Contribution Plan each year thereafter. In the third scenario, we have assumed that 20% 
of part icipants leave and 1 5% of the new employees elect the Defined Contribution P lan 
thereafter. These wil l  increase the costs of funding the ongoing benefits and the unfunded 
l iabi l ity as a percent of pay, as fol lows : 

I 
I 
! 
; 
i ; 
i : , Funded 

' Group ! Percentage 

PERS Main* I 
Judges 

i I Law 1 
Enforcement I 

I w/Prior 
, Service * *  

National 
Guard 

64.7% 

89.8% 

64.9% 

9 1 .6% 

Employer 
Cost Rate -

20 1 2  
Actuarial 
Valuation 

12 .24% 

1 6.33% 

1 0.69% 

7.40% 

Employer 
Cost Rate ­

Ultimate 
Statutory 

Rates 

6 . 1 2% 

1 6 .52% 

9.3 1 %  

6 .50% 

( 1 )  
1 0%/5% 

(2) 
1 5%/1 0% 

Assumption- Assumption-
Resulting Resulting 
Cost Rate Cost Rate 

12 . 82% 1 3 .30% 

1 6.94% 1 7 .40% 

1 0.95% 1 1 .2 1 %  

7.59% 7.74% 

* Only Main State employees would be allowed to transfer under the B i l l  

* * Only B C I  employees would be allowed t o  transfer under the B i l l  

(3) 
20%11 5 %  

Assumption­
Resulting 
Cost Rate 

1 3 .8 1 %  

1 7 .9 1 %  

1 1 .48% 

7.90% 

If  the participants are given a choice of participation in either the current Hybrid Plan or the 
Defined Contri bution Plan, the risk of antiselection wil l  be introduced to the System. 
Anti selection risk is the tendency of participants to select the cho ice that benefits them the most. 
For example, partic ipants who may be less healthy than average may be more l ikely to elect to 
transfer to the Defined Contribution Plan, which would al low for a faster payout of benefits than 
the l ifetime payments offered by the Hybrid Plan. This effect could result in more costly benefits 
for the Hybrid Plan than otherwise would be expected, and wi l l  increase the volati l ity of 
contribution requirements. That i s ,  if the election rates are higher than expected, it wi l l  increase 
required contributions for the Hybrid Plan. If lower, it could reduce requirements. This same 
situation would occur even if total election rates are lower, but those electing have h igher than 
expected costs. 
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Technical Comments: Our comments on the Bi l l  are as fol lows: 

General 

The Bi l l  would provide a new opportunity for existing members to make a one-time irrevocable 
election as to whether they will participate in a defined benefit plan or defined contribution plan, 
including members who have not previously had an opportunity to participate in  the Defined 
Contribution Plan, such as judges. In addition, the Bi l l  could have an impact on PERS, to the 
extent a large number of employees elect to transfer into the DC Plan, in the fol lowing areas : 

• Similarly situated employees would have different levels and forms of retirement 
benefits; 

• The proposed changes could have an impact on the funding status ofthe defined benefit 
plans; and 

• The role of the PERS in administering retirement benefits for State employees could shift 
as a result of a large increase in the number of DC P lan partic ipants. 

Benefits Policy Issues 

> Adequacy of Retirement Benefits 

+ Replacement Ratio : In comparison to members in the current defined benefit p lans, the 
replacement ratios of income by retirement benefits for new members in the DC Plan are 
expected to decrease from that which is currently provided for several reasons, including 
the fol lowing. 

• In practice, individual ly-managed accounts can expect lower investment returns 
than a longer time horizon, professional ly-managed defined benefit fund. 

• Defined contribution accounts suffer from "leakage" as funds are used for 
purposes other than retirement. 

• There is a higher cost of annuitization at market annuity rates, or else members 
must assume longevity risk on top of investment risk. 

In a letter dated December 7, 201 1 ,  we provided updated analysis of how benefits under 
the defined benefit plans compare to benefits under the DC Plan.  It showed that the 
contribution rate for the DC Plan would need to be increased in order to provide a benefit 
that is comparable to the current defined benefit plans. Specifically the analysis shows the 
fol lowing for individuals who are presently in the D C  Plan established in the late 1 990 's :  

1 .  DC Plan pmiicipants are projected to have a retirement benefit that is  on average 
50% less than what they would have had if they stayed in the appl icable defined 
benefit plan. 

2. DC Plan contributions will need to increase to 1 6 .5% to 20% to provide a benefit 
similar to the current defined benefit plans (under the Hybrid P lan a 25-year 
employee wou ld receive 50% of their final average salary) . 
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3 .  The benefit provided in  the existing DC Plan i s  not providing a benefit 
comparable to the defined benefit plans at the existing contribution levels .  

4. The DC Plan does not provide the same level of spouse or disabil ity benefits as 
the defined benefit plans. 

+ Retirement Savings: The nature of the DC Plan with lump sum benefit payments may 
decrease the amount of a member ' s  retirement benefit that wil l  be available for retirement 
to the extent it is used for current consumption. Employee Benefit Research Institute 
(EBRI) statistics indicate that because of this "leakage" effect, less than 1 00% of 
employer contributions wi l l  actually be  used to provide retirement benefits. Based upon 
the EBRI study entitled "Reported Uses for Any Portion of Lump-sum Distributions", the 
average amount of distributed funds retained in retirement vehicles (tax-qualified 
financial savings) is 41 .5%. Seventeen percent is saved, and the remainder ( 41 .5%) i s  
used for debt, education or  consumption. Forty-six percent of  these individuals rolled 
over at least some of the money into another retirement plan and 27% put some ofthe 
money into other savings investments. Because of this "leakage" effect, less than 1 00% 
of the employer contributions wil l  actually be used to provide retirement benefits. 
Nationally, 5 8.5% of any lump sum distribution is not used for retirement purposes. 
The current defined benefit plans have minimal leakage of employer contributions . 

On average, refund payments under the PERS are approximately 24% of the employee 
contributions . Of these refunds, 5 8 .5% will be used for non-retirement purposes if the 
national statistics are applied. Thus, the leakage rate on employee contributions is  
estimated to be about 14% per year. 

If these patterns of refunds and uses of lump sum distributions remain unchanged, the 
leakage rate on employer contributions under the DC Plan could be presumed to be 1 4%. 
For every $ 1 ,000,000 of employer contributions accumulated, about $ 1 40,000 will not be 
avai lable for retirement purposes. 

+ Personal savings: Participation in a defined contribution plan may increase interest of 
members to save for retirement because of the participant directed investment feature and 
the awareness that it is important to save for their own early retirement or post­
employment inflation protection. However, the State ' s  DC Plan does not provide any 
separate monetary incentive or opportunity to increase personal sav ings. The PERS Main 
System added the Pmtabil ity Enhancement Prov is ion (PEP) in 1 999. One aspect of this 
provision is to create an incentive for members to engage in supplemental retirement 
sav ings. Spec ifical ly, this feature provides that if a member participates in the State' s  
deferred compensation plan, they wi l l  vest in the employer contribution in the Hybrid 
Plan. This provision has helped to encourage participation in the supplemental savings 
plan and has been successful at enhancing the overall retirement preparedness for those 
participants . The proposed DC P lan would not have a similar defined benefit incentive to 
encourage participation. 
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> Benefits Equity and Group Integrity 

+ Since members of the Highway Patrolmen 's  Retirement System (HPRS) do not have the 
opportunity to e lect between a defined benefit plan and a defined contribution plan, there 
is an inequity of benefits and choice of plans between HPRS and the PERS Main System. 

+ Al lowing most State employees to elect between a defined benefit plan and a defined 
contribution plan allev iates the current benefits equity problem whereby two similarly 
situated State employees who perform s imi lar services, one which must participate in the 
defined benefit plan and the other which may participate in a defined contribution plan or 
a defined benefit plan, have very different retirement benefits. However, this B il l  does 
not create benefit equality because two employees with identical positions, age and 
service who elect different retirement p lans may stil l  have unequal retirement benefits. 

+ The benefits equity issue whereby different retirement p lans are elected highlights the 
importance of the educating State employees on the different aspects of defined benefit 
versus defined contribution plans, as well as the various risks and rewards of each type of 
plan, and may lead to increased scrutiny of the PERS decisions with respect to both the 
investment of the defined benefit plan funds and the investment choices offered under the 
DC Plan. 

+ In addition, we note that nonvested defined benefit plan members who transfer to the DC 
Plan may be immediately increasing their vesting percentage in their pension benefits 
compared to similar employees who do not transfer. 

+ This Bi l l  is providing all members who elected not to transfer to the DC plan back in 
1 999 a second election opportunity . However, those that elected to transfer are not 
similarly offered a second election opportunity. 

+ This PERS group is composed of state employees and political subdivision employees. 
This option is prov ided to state employees and not to po litical subdivision employees. 
This reduces the cost of offering this option, but since the cost is amortized over the 
entire group, political subdivisions are a prorated part of the cost for this option for State 
employees . 

> Competitiveness 

The DC Plan design increases the abi lity of shorter-term employees to earn and retain a 
valuab le  retirement benefit. The PERS Main System Portabi lity Enhancement Provision 
(PEP) also offers simi lar benefits, which can be a valuable too l  for attracting such employees. 
The DC Plan, however, may be less competitive for career employee positions compared to 
other public employee retirement plans . These changes could motivate job mobil ity and 
increase turnover. This may or may not be desirable depending on the workforce issues 
facing the employer. 

In another sense, the Bi l l  wi l l  be fol lowing the trend among smal ler private sector employers 
and some larger private employers to use defined contribution plans instead of defined 
benefit arrangements as a primary vehicle for retirement benefits. However, other larger 
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private sector employers and most public sector employers have continued to maintain a 
combination plan structure - a core defined benefit plan with a supplemental set of defined 
contribution and/or profit sharing arrangements. 

> Purchasing Power Retention 

A defined contribution plan does not provide guaranteed purchasing power retention after 
benefits are distributed. The ability to maintain purchasing power wil l  depend solely on the 
investment performance of the d istributed assets. It is not possible under current federal tax 
laws to directly provide post-retirement increases for defined contribution p lan retirees. 
Similarly, the existing plan does not guarantee purchasing power retention, and in a high 
inflation economy, may be subject to a significant reduction unless legis lative action is taken 
to adjust the benefits. 

> Preservation of Benefits 

A defined contribution plan can work well to preserve the value of benefits for former 
members but actual preservation of such values will  depend on the investment performance 
on the amounts distributed. To the extent benefits are not invested adequately or not saved at 
all for retirement purposes, then the abi lity to preserve the value of the retirement benefits is  
diminished. 

In July 2009, the federal Government Accountabi l ity Office (GAO) publ ished a report that 
found workers face a number of risks in both accumulating and preserving pension benefits. 
The GAO found, in relevant part, that workers that receive lump sum distributions, in 
particular, face several risks related to how they withdraw their benefits , including: 

+ Longevity risk: Retirees may draw down benefits too quickly and outlive their assets. 
Conversely, retirees may draw down their benefits too slowly, unnecessarily reduce their 
consumption, and leave more wealth than intended when they die.  

+ Investment risk: Assets in which retirement savings are invested may decline in value. 

+ Inflation risk: Inflation may diminish the purchasing power of a retiree' s  pension 
benefits. 

>· Portabi l ity 

The Bi  1 1  generally provides a high degree of portabil ity of retirement benefits for State 
employees who participate in the DC Plan, since their entire benefit is available for 
distribution or rollover after termination of employment. Note that with the PEP the existing 
defined benefit plan also has a significant level of portabi lity, but not to the same level .  

> Transfer Methodology 

On page six of the Bi l l ,  the transfer calculation is specified. This means the amount to be 
transferred will be the greater of employee contributions with interest and the lump sum 
value of the vested benefit calculated at the participant's earl iest unreduced retirement age . 
For younger and lower service employees, this will  generally be the contributions with 
interest. 
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Calculations will  be required for existing participants considering a transfer. Staff wil l  either 
need to request these calculations from the actuary, or establ ish an internal system to 
calculate these amounts. 

:> Ancil lary Benefits 

+ Pre-retirement death benefits and disabi l ity benefits provided under a defined 
contribution plan would generally be less than similar benefits provided under a defined 
benefit plan structure because defined contribution plan benefits depend on the total 
amount of contributions made and investment performance of assets, while defined 
benefit plan benefits are not contingent upon such factors. Specifically: 

1 .  The Hybrid Plan provides for a disabi l ity retirement benefit of 25% of final average 
salary calculated at the date of disability. A member is eligible for this after s ix 
months of participation in the system. The DC Plan would  offer no other disabi lity 
benefits other than the account balance at the date of disabil ity, which in most cases 
would be much less that the current Hybrid Plan d isabil ity benefit. Many employers 
provide disabi l ity insurance benefits to employees, which offsets the need for this in 
the retirement plan .  It is our understanding the State does not currently provide 
employer paid disabil ity insurance to its employees, meaning that under the Bi l l  
d i sabil ity benefits would be  less than State employees currently receive under the 
Hybrid Plan. 

2 .  The Hybrid Plan prov ides benefits for the surviving spouse whereby the spouse has 
three choices : 1 )  a lump sum payment of the member contributions with interest, 2) 
l ifetime payment of monthly benefit equally to 50% of the deceased member' s 
accrued single l ife benefit, or 3) if the member at death was el igib le for a normal 
retirement benefit, the spouse can select a benefit equal to the member's  1 00% joint 
and survivor annuity benefit. In the DC Plan, the spouse would be eligible to receive 
a lump payment of the account balance only. General ly, the DC Plan benefit would be 
significantly less than the spouse benefits in the Hybrid P lan. Many employers do 
have employer paid l ife plans that offset the need for this benefit in the retirement 
plan .  In the DC Plan, a death benefit could be added or the State could provide 
expanded l ife insurance coverage to provide for the surviving spouse; otherwise, the 
B i l l  would result in lower death benefits for State employees than are provided by the 
current Hybrid P lan. 

+ The defined benefit plans have from time to time, provided for retiree increases over time 
with ad hoc adjustments. This has occurred as a result of favorable plan experience and 
when the plan's  funding s ituation has al lowed .  Given the present chal lenges it is unlikely 
that the fund will  be able to support any ad hoc adjustments until the plan ' s  funding 
challenges are overcome. If the proposed recovery plan is fully adopted, this will not 
occur until approximately 2040-2045 .  However, at some future date it is possible that the 
plans may reach a funded level that would allow it to again provide ad hoc adjustment to 
retirees. 

The DC P lan does not prov ide for sharing of favorable plan experience among members, 
nor does it specifi cal ly prov ide for ad hoc adjustments to retirees .  However, for any 
members in the DC Plan that real ize favorable investment experience, they are able to 
benefit from what wou ld generally be comparable to an ad hoc adjustment. If the State 
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has a wish to someday provide retiree adjustments, a new process would need to be 
identified. 

+ Social Security: No impact. 

Funding Policy Issues 

> Actuarial lmpacts 

As previously noted, the Bi l l  wi l l  have an actuarial impact on the Hybrid P lan. 

+ The Bil l  wi l l  have an immediate effect on the actuarial contribution requirement. 

+ The Bi l l  wil l  not provide for a change in the statutory contribution rate. 

+ While the resulting Employer Cost Rate will be higher, the total contribution amount wil l  
be lower. 

> Investment Impacts 

+ Depending on the performance of the capital markets and the investment choices made 
by members, new employees participating in the DC Plan may experience greater, or, 
more l ikely, lesser benefits than those provided under the current Hybrid Plan. The risk of 
loss or gain is borne by the member. No s ignificant changes are required in the Hybrid 
investment practices as a result of this change. However, if a large portion of participants 
leave the plan, it may force a change in investment decisions. 

+ Cash Flow:  In general, the Bi l l  wil l  cause cash flows under the defined benefit plans to 
be altered as membership decreases in the defined benefit plans as currently anticipated. 
This wil l  impact cash flow needs for funding and benefit payments under the plan. These 
changes are projected to impact the overall funding of the plans for the future, as 
previously described. It may be desirable to conduct asset- l iab i l ity and cash flow studies 
to better predict the outcomes for the defined benefit plans . 

+ Asset A llocation: The Bi l l should not create significant new investment asset allocation 
issues for the defined benefit plans under the PERS as the amount of new contributions to 
the plans decreases relative to the amount of benefit payments from the plans. 

Adm i nistration Issues 

> Implementation Issues 

In order for this Bill to be implemented, Section 3 of HB 1 452 amends NDCC 54-52.6-02 by 
deleting subsections 1 through 4 and introducing the following language : 

"The board shal l provide an opportunity for members of the public employees retirement 
system under chapter 54 - 52 to transfer to the defined contribution retirement plan under this 
chapter pursuant to ru les adopted by the board ."  
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A strict reading of this  sentence indicates that the Board i s  tasked with providing the 
opportunity to transfer and that such opportunity will be offered by rule.  To place this 
"opportunity" in perspective, please note that subsections 1 through 4 contained very specific 
language that provided the procedure whereby prior eligible employees and new eligible 
employees were able to transfer to the DC plan from the Hybrid plan. Specifically, under 
subsection 1 new el igible employees were allowed to transfer to the DC plan within the first 
six months of employment. Having deleted the language describing the existing procedure, 
the new language suggests that this gap be filled by administrative rule.  The reference to "an 
opportunity" is broad enough to apply to employees currently in the Hybrid p lan for whom 
the opportunity to e lect the transfer has previously expired and for new 
employees. Therefore, absent further clarifying language the Board must adopt 
administrative rules establ ishing a procedure for this  transfer before it can transfer either new 
or existing employees into the DC plan. 

Given the above requirement, PERS will need to go through the administative rule making 
process, which wil l  take to the spring of 2014 .  After this process is completed then PERS 
can begin implementation of the provisions ofthe proposed bi l l .  

> Administrative Costs 

The B i l l  will have an impact on the administrative resources needed for both the defined 
benefit plans and DC Plan because it is anticipated the B il l  would add a relatively large 
number of new members to the DC Plan. Administrative costs may need to be reallocated 
from the defined benefit plans to the DC Plan over time, as membership numbers shift to the 
DC Plan. Initially, however, the Bi l l  will require maintaining the administrative resources for 
the defined benefit plans, whi le increasing the administrative resources available to the DC 
Plan. 

The board is  also required to fol low a specific method in offering this to new employees. 
Th is wil l  require several mai l ings to members, printing the material, developing the 
information for the mai ling (specific member transfer amounts and other specific member 
information), processing elections, modifications of the business system, and transferring the 
funds. S ince the board already has a DC plan and many of the business processes in place, 
the estimated cost for mail ings, printing, and system modifications is $ 1 0 5 ,64 1 . Additional 
appropriation wil l  be needed for the 20 1 3 - 1 5  biennium for these costs, or PERS will have to 
use its contingency l ine item to support these efforts . 

> Needed Authority 

The B i l l  appears to provide appropriate levels of administrative and governance authority to 
the PERS board to implement the changes made by the Bi l l .  

> Integration 

No impact. 
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> Employee Communications 

The nature of defined contribution plans allowing participant d irected investments wil l  
require additional employee education effort regarding retirement and investment planning. 
The need for this effort is supported by information found in a recent retirement portabil ity 
study conducted by the federal Office of Management and Budget. A survey of employees 
indicated an overall low level of understanding of the how to invest moneys for retirement. 
The survey indicated a low level of understanding regarding investment categories and 
investment risk. Because the DC Plan wil l  be the primary retirement vehicle for its members, 
it will be critical to provide these education services. 

Consideration should be given to participant education, including requiring or al lowing 
members to attend financial planning seminars and meeting with financial advisors in the 
work place and during working hours. Increasingly, sponsors of defined contribution plans 
are making available investment advisory services to assist members to invest their 
retirement assets prudently . There are a variety of methods for providing these education and 
advisory services that should be examined, including group meetings, individual counseling 
and technology based approaches. With a defined contribution p lan, individual members are 
responsible for monitoring their own investment performance and making changes as 
appropriate . Their success or fai lure is a d irect result of how they fulfil l  this responsibi l ity. 

> Miscel laneous and Drafting Issues 

+ Consideration should be given to examining the fiduciary issues surrounding defined 
contribution plans, including the nature of the risks associated with partic ipant directed 
investments, provision of employee investment information and education, self-directed 
brokerage windows, financial and retirement planning and investment advisory services. 

+ Please note that determining the actuarial effect of this offering is dependent upon the 
assumed rate of acceptance. As noted earlier, it is very difficult to estimate election rates 
with a high level of confidence. Last biennium we estimated the cost of c losing the p lan 
when it was clear that new employees would not be joining the p lan. Consequently, 
future participation did not need to be estimated .  By contrast, future participation for 
purposes of this Bil l  need to be estimated and consequently, it needs to be understood that 
the actual rates could vary substantially fonn those estimated herein. Therefore, the actual 
cost could vary substantial ly as wel l .  Since participation rates estimated herein are low, 
based upon the current environment and past experience, there is greater potential for 
actual costs to be higher than lower since there is more room to move higher than lower. 
Pol icy makers need to understand that future costs could be higher and would have to be 
addressed with additional contribution adjustments. 

The projections were made using generally accepted actuarial practices and are based on 
demographic data as of July 1 ,  20 1 2  and asset returns through July 1 ,  20 1 2  and use assumptions 
adopted by the PERS board for the July 1 ,  20 1 2  valuation, except the assumed retirement age. 
Calculations were completed under the supervision of Tammy Dixon, FSA, MAAA, EA. 
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Projections, by their nature, are not a guarantee of future results. The projections are intended to 
serve as estimates of future financial outcomes that are based on the information available to us 
at the time the projection is undertaken and completed, and the agreed-upon assumptions and 
methodologies described herein. Emerging results may differ significantly if the actual 
experience proves to be different from these assumptions or if alternative methodologies are 
used. Actual experience may differ due to such variables as demographic experience, the 
economy, stock market performance and the regulatory environment. 

The information contained in this letter is provided within our role as the plan's  actuary and 
benefits consultant and is not intended to provide tax or legal advice. We recommend that you 
address all issues described herein with your legal counsel .  P lease call if you have any questions 
or comments. 

S incerely, 

B rad Ramirez, FSA, MAAA, FCA, EA 
Consulting Actuary 

cc :  Tammy Dixon 
Laura Mitchell 
Melanie Walker 

5232026v3/01 640.004 
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Testimony Regarding House Bi l l  1 452 
Before the House Government and Veterans Affairs Comm ittee 

Stuart Savelkoul, Executive Director, NDPEA 
January 3 1 , 20 1 3  
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Good afternoon Chairman Kasper and members of the committee. My name is Stuart Savelkoul and I am the 
Executive Director of the North Dakota Public Employee Association. I am here today representing the interests 
of public employees across the state of North Dakota including the 2,600 members ofNDPEA. At first glance, 
this b i l l  seems innocent enough. Its sponsors c laim that our state employees should have a choice: whether to 
continue participation in the defined benefit plan or whether to have an individualized defined contribution plan. 
NDPEA has a clear position on th is subject and it is one that dictates our strong opposition to House Bi l l  1 452.  
Our reasons are both phi losophical and fiscal in nature. 

This bi l l, if passed, would offer the employee a choice. However, NDPEA wou ld argue that a retirement 
dependent upon a DC plan is inferior in security and benefit to that provided by a DB plan. To put it simply, these 
options aren't  equal and therefore we hope that you wil l  give this bi l l  an unfavorable recom mendation in an effort 
to prevent individuals from making a choice they are l ikely to regret. 

North Dakota's  state employees have been given the option to opt out of their retirement plan in the past. During 
the 1 980's the stock market was doing wel l  and some people were c lamoring for the opportunity to control their 
investments under the bel ief that they could outperform the pension fund. They were given this choice, and so 
great was the remorse that, in 1 987, the legislature passed a bi l l  that al lowed them to buy their way back into the 
main plan. In 1 999, unclassified employees were given this choice; NDPERS has evidence to show that few DC 
plans belonging to employees have outperformed the main plan over the last 1 4  years. In fact, if given the 
opportunity to return to the main plan, I am aware of at least 50 of those individuals who made the switch in 1 999 
who would take you up on the offer. 

Defined Contribution Plans are inferior to Defined Benefit Plans (pensions) for several reasons: 

• 40 1 (k)s were never meant to replace pensions 

• DB P lans provide secure and h igher retirement benefits 

• DB P lans are managed by financial experts 

• DB Plans lower costs with pooled risks 

• DB Plans don't age 

• DB P lans boost the economy 

Final ly, if employees were to opt out of the main plan, this bi l l  would have a negative fiscal impact on NDPERS. 
This bi l l  has the potential to shuffle dollars away from the main plan and into these individual accounts. The 
repmt provided by Segal shows what increases wil l  need to happen to current contributions if this bi l l  is passed in 
its present form. So, in  essence, every individual who makes this poor choice wi l l, in a small way, hurt the fund 
that is meant to provide benefits to everyone who does not make this election . 
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TESTIMO NY O F  KAYLA P U LVERMAC H E R, 

N O RTH DAKOTA E D U CATIO N  ASSOCIATIO N  

H B  1 452 

January 30, 201 3 

C hairm a n  Dever a n d  mem bers of the Com mittee: 

My name is Kayl a Pulvermacher a n d  I ' m  here representing North Da kota 

Ed ucation Association ( N D EA) . I sta nd in opposition to 1 452 as it relates to our 

Educational  Su pport Professionals  ( ES P ' s) who belong to the f u n d .  

N D EA i s  committed t o  working along with a l l  sta keholders t o  preserve N D PERS.  

During the l ast session,  N D EA was part of the effort behind last sessio n ' s  S B  2 1 08 
a n d  this session ' s  S B  2059, which serve as a recovery plan for N D PERS.  Our 

concerns with the bi l l  are s imi lar to those of the N D P EA .  Our Association bel ieves 

the bill would h ave a negative impact on the fund a n d  would result  in N D P ERS 

taki n g  longer to reac h  its funding goa ls .  We are a lso concerned the bi l l  would 

n ot provide a secure retirement for those mem bers that decide to c h oose it .  

Tha n k  you for the op portu nity to address this -com mittee on the behalf  of the 

mem bers of N D EA. I am availa ble for any questions the com mittee m ay h ave. 
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HB1 452 - OPPOSE DEFI NED CONTRI BUTION RETIREMENT PLAN 
Thursday, January 31 , 201 3  

House Government & Veterans Affai rs Committee 
Josh Askvig- AARP-ND 

jaskvig@aarp. org or 701 -989-01 29 

Chairman Kasper and members of the House Government & Veterans Affairs Committee, I am 
Josh Askvig , Associate State Director of  Advocacy for AARP North Dakota. AARP is the largest 
nonprofit, nonpartisan organization representing the interests of Americans age 50 and older, and 
their fam ilies, in  the State of North Dakota. 

AARP opposes House Bi l l  1 452 for two key reasons: 
First: this legislation offers a lesser benefit that costs taxpayers more money. 
Second: House Bill 1 452 has the potential to destabi l ize the existing defined benefit plan for 
those who choose to remain in the current system. 

This proposal wi l l  have a d rastic effect on taxpayers. The fiscal note on this measure states that 
this plan "would have a total biennium cost of $28.6 mi l l ion," which has not been appropriated. 
Fewer members would remain in the system to pay down the unfunded l iabil ity , increasing the cost 
to taxpayers. 

What is more concerning is the destabi l ization that this bill can cause by requiring lump sum 
d istributions. If a member of the current pension plan chooses to move to a defined contribution 
account, PERS must transfer a lump sum to the member's individual account equal to the 
member's benefit obl igation . This would l ikely require PERS to make its i nvestments more l iqu id 
and conservative, and l ikely less diversified . Not only would costs for the state rise, but i t  would 
endanger benefits for public employees who elected to remain in the pension plan. 

These changes are l ikely to lower investment returns and increase necessary contributions by the 
State and current employees in order to maintain and improve the funding level of the existing 
plans. According to the fiscal note, retirement contributions would need to be increased for the 
state and pol itical subdivisions by 1 .66%. Why should we ask taxpayers to pay more for a lesser 
and insecure benefit? 

The basic principles underlying AARP's state level publ ic pension efforts is to ensure that any 
reforms made to state pensions safeguard the financial security of current and near-retirees,  that 
state and local government employees continue to have access to defined benefit plans and,  
final ly ,  that reti rees continue to have access to inflationary protection through the provision of cost­
of- l iving adjustments. These principles fit within AARP's national pol icy agenda,  which asserts that 
we all have a right to be self-reliant and l ive with d ign ity in  retirement. 

Defined benefit pension plans are a sound investment for taxpayers and vital to state economies. 
These plans stretch taxpayer dol lars further in achieving any g iven level of retirement income and 
are able to take advantage of the enhanced investment returns that come from a balanced portfol io 
over long periods of t ime. According to the National Institute for Retirement Security, "Each $1 in 
taxpayer contributions to North Dakota's state and local pension p lans supported $8. 1 0  in  total 



output in the state. This reflects the fact that taxpayer contributions are a minor source of financing 
for ret irement benefits - investment earnings and employee contributions finance the l ion's share. 1 " 

Defined benefit plans also provide an important source of institutional i nvestments in the m arket 
that help fuel our state economy. N I RS explains that "Retiree expenditures stemming from state 
and local pension plan benefits supported 2,581 jobs i n  the state [ in 2009]. To put the employment 
impacts of defined benefit plans i n  perspective, i n  2009 North Dakota's unemployment rate was 
4.3%. The fact that DB pension expenditures supported 2 , 58 1  jobs is significant ,  as it represents 
0. 7 percentage points in North Dakota's labor force.2" 

J ust as a reminder: these are not lavish benefits. "The average pension benefit received [ in North 
Dakota] was $1 , 1 84 per month or $14 ,2 1 3  per year. These modest benefits provide retired 
teachers, publ ic safety personnel ,  and others who served the publ ic duri ng their working careers 
income to meet basic needs in retirement. 3" 

Retirement i ncome debates should center not only on meeting our obligations to appropriately fund 
the State's retirement systems, but a lso to provide reti rement i ncome in  a way that provides the 
most bang for the taxpayers' buck. 

Let's not forget retirement income is not a g ift, its deferred income that accumu lates not just from 
taxpayer contributions but from the deferred i ncome employees set aside to meet their future 
needs. These defined benefit plans remain one of the m ost cost effective ways that government 
and its employees work together to insure against futu re costs for government of retirees who 
cannot l ive self-sufficiently without assistance. 

While defined contribution plans are valuable to many, and are an important component to overa l l  
retirement i ncome security as a supplemental savings vehicle, as primary ret irement savings 
vehicles they force employees to bear most if not a l l  investment r isk, inflation risk, and the risk of 
outl iving o ne's retirement nest egg. The shift of risk to individual employees in concert with other 
factors cou l d  leave many financial ly unprepared for retirement, for example: 

• According to data com piled by the Federal Reserve and analyzed by the Center for 
Retirement Research at Boston College4, the median household , headed of a person aged 
60 to 62 with a 401 (k) accou nt,  has less than one-quarter of what is needed in that account 
to m ainta in  its standard of l iv ing i n  retirement. 

• The Employee Benefits Research I nstitute, which routinely estimates 401 (k) plan asset 
a l locations, account balances and loan activity, estimates in thei r  201 0 analysis that the 
average 401 (k) account balance was $1 09,723 at year-end 2009 for those who held 
accounts cont inuously from year-end 2003 through year-end 2009, further they estimated 
that the median (or mid point, half above and half below) 401 (k) account balance increased 
to $59,381 at year-end 2009.5 

• According to the Current Population Survey, among the 1 52.6 m il l ion Americans who 
worked in 201 0, just 49.2  percent of them had access to either a pension plan or a 

1 National I nstitute of Retirement Security. " Pensionomics 201 2."  Electronic version found:  
http://www . n irsonline.org/index.php?option=com content&task=view&id=684&1temid=48 
2 See above. 
3 See above. 
4 http://crr.bc.edu/ 
5 EBRI October 20 1 1  Issue Brief: http://www.ebri.org/pdf/briefspdf/EBRI IB 1 0-201 1  No363 Ret Part.pdf 
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retirement plan. Of the 75 mil l ion workers with access to a plan, 8 1  percent of them 
participated, according to the Current Population Survey.6 

• A sizable percentage of workers have virtual ly no money in savings and investments. 
Among workers providing this type of information in for EBRI 's Retirement Confidence 
Survey, 56 percent reported that the total value of their household savings and investments 
(excludinp the value of their primary home and any defined benefit plans) , is less than 
$25,000. 

o Current retirees' total savings & investments in 201 1 (not includ ing res idence or DB 
plan) breakdown as fol lows: 

• Less than $1 ,000: 
• $1 ,000-$9,999: 
• $1 0 ,000-$24,999: 
• $25,000-$49,999: 
• $50,000-$99,999: 
• $1 00, 000-$249,000: 
• $250, 000+: 

28% 
1 4% 
1 2% 
6% 
1 1 % 
1 2% 
1 7% 

These facts provide a small snapshot of the lack of retirement readiness that many people face. 
Limited ret irement savings also mean that more and more Americans are l iving in reti rement 
primarily on Social Security income, so that: 

• Today, more than half of al l older Americans rely on Social Security for more than 50 
percent of their fami ly income; and 

• 36.8% of those age 65 or older have 90% or more of their income com ing from Social 
Security (EBRI 's Craig Copeland) . 

I n  closing, I would l ike to emphasize that while this debate is compl icated by a mu ltitude of 
numbers and statistics - public pension reform is real ly about people - retirees, workers , their 
fam ilies, other taxpayers and communities. We hope that as you consider these changes that the 
retirement income security of system participants remains a key consideration . 

6 See above 
7 See above 
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Testimony 

House Bill 1452 - Bill Kalanek, Association For Public Employees 

House Government and Veterans Affairs Committee 

Representative Kasper, Chairman 

January 3 1, 2 0 1 3  

Chairman Kasper and members of the House Government and Veterans Affairs Committee, 

my name is Bi l l  Kalanek and I am here representing the Association For Public Employees 

(AFPE) .  AFPE is a state association comprised of active and retired state employees l iving 

in communities throughout ND .  On their behalf I am here to testify in opposition to House 

Bil l 1452 .  

AFPE serves active and retired state employees by advocating to :  1) strengthen and 

maintain the existing defined benefit retirement plan 2) advocate for annuity adjustments 

for retirees i f  the financial environment allows and 3) work with the state government to 

improve compensation and benefits for active state employees. 

It  is  the feeling of our membership that H B  1452 would weaken the financial position of the 

fund, increase l iabil ities and slow the recovery of the plan from the hardships endured 

during the last market downturn. Now that the full scope of the 2008 losses has been 

realized i t  is  important that the fund be managed in a way to optimize performance, l imit 

l iabil ities and progress toward the funding goals established by the legislature in  2 0 1 1. 

The active, retired and future members of AFPE respectfully request that you consider all 

costs when you deliberate on HB 1452 and give it a Do Not Pass recommendation. 
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Prepared by the Legislative Counci l  staff for 
Representative Kasper 

February 7, 201 3 

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1 452 

Page 1 ,  l ine 2,  replace the fi rst "and" with a comma 

Page 1 ,  l i ne 2,  after "54-52.6-02" insert ", and 54-52.6-1 5" 

Page 2, l ine 1 2 , replace "elects to participate in the retirement plan under this chapter" with "!§ 
h ired after Ju ly 30. 201 3" 

Page 6, l ine 3, remove "The board shal l provide an" 

Page 6, remove l ines 4 and 5 

Page 6, l ine 6, replace "pursuant to rules adopted by the board . "  with "At the time of h i re the 
board shal l  provide an opportun ity for an el igible employee to e lect to participate in the 
defined contribution retirement plan under th is chapter in  l ieu of the public employees 
retirement system under chapter 54-52. pursuant to rules adopted by the board . A new 
h ire may exercise this election anytime from the t ime of h i re unt i l  the expiration of thirty 
days fol lowing the completion of a probationary period . If an e l igible employee's terms 
of employment do not provide for a probationary period, that e l igible employee has 
thirty days fol lowing the first day of employment with in which to exercise this election." 

Page 6 ,  l ine 6 ,  remove "a member of the publ ic" 

Page 6, l ine 7, replace "employees retirement system under chapter 54-52 to transfer to" with 
"an el igible employee to participate in" 

Page 6 ,  l ine 8,  remove "For an individual who" 

Page 6, l ine 9 ,  replace "elects to transfer" with " In  the case of an e l igible employee who makes 
an election after the date of hire, the election wi l l  have the effect of that e l igible 
employee transferring" 

Page 6 ,  l ine 1 0 , after the underscored comma insert "and" 

Page 7 ,  after l ine 2 1 , i nsert: 

"SECTION 4. AMENDM ENT. Section 54-52.6- 1 5 of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52.6-1 5. Board to provide information. 

The board shal l  provide information to new h i res and employees who are 
e l ig ible to elect to become participating members under this chapter. The information 
must i nclude at a min imum the employee's current account balance ,  the assumption of 
investment risk under a defined contribution retirement plan, admin istrative and 
investment costs, coord ination of benefits information,  and a com parison of projected 
retirement benefits under the publ ic employees retirement system under chapter 54-52 
and the retirement plan establ ished under this chapter. Notwithstanding any other 
provision of law, the board is not l iable for any e lection or investment decision made by 
an employee based upon information provided to an employee under this chapter." 

• Renumber accord ing ly  

Page No. 1 
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TESTIMONY OF N DPERS 

HOUSE BILL 1 452 

Mr. Chairman,  members of the committee, good morning .  My name is Sharon 
Schiermeister and I am the Chief Operating Officer of the North Dakota Publ ic 
Employees Retirement System.  Today I appear before you on behalf of the PERS 
Board and in a neutral position on this bi l l  as long as the costs associated with th is 
option are funded . 

Pursuant to leg islative requirements, our consultant, the Segal  Company, has done a 
techn ical and actuarial analysis of the proposed bi l l .  This is Attachment 1 that has been 
included with the testimony that was provided to you .  

When the b i l l  was d iscussed in the House,  we offered the fol lowing Considerations,  
Impl ications and Options. 

H B  1 452 Considerations, Impl ications, Options 
Considerations Implications Options 

Contributions wi l l  need to Add language 
be increased to pay for this increasing 

1 Cost: Contributions (Option A) additional benefit or it wil l  contributions for the 
increase the unfunded various ret irement 
status of the plan plans 
HB 1 452 transfers the This can be mitigated 
present value of the benefit by l imiting the transfer 
( 1 00% of accrued benefit) ; for existing employees 
however, the plan is only to the present value 
funded at 65. 1 %.  This less the unfunded 

2 Cost: Existing employee transfer means that for everyone l iabil ity. This would 
that transfers out, we take reduce the total cost 
a loss and the opportun ity 
to use the earn ings from 
their funds to close the 
funding gap 
When they leave they are Only allow DC 
no longer contributing to transfers to have the 
paying the unfunded normal cost portion of 
l iabil ity. This d rives up the the contribution ( 1 0%) 
cost on those remaining and have the amount 

3 Cost: New employee (Option B) associated with the 
unfunded l iabi l ity 
continue to be paid 
into the plan. This 
combined with the 
above would virtually 
el iminate the 



Considerations Implications Options 
incremental cost. 

The transfer is the present For new employees 

Transfer method: New employee 
value of benefit. In a l l  specify that it is the 

4 
transfer 

cases this wi l l  be less than higher of contributions 
the employer and or present value 
employee contribution. 
They are going to be Spl it the plan into two 

5 Political subdivision al located part of the cost - however, this wi l l  
increase the state cost 
substantially 

PERS wi l l  not be able to Leave the same or 
implement the provision of change to "policies of 
the bi l l  unti l we have gone the board" 

6 Rules adopted by the PERS Board through the rule making 
process. This means that 
it will be spring of 201 4  
before implementation 
PERS has much of this in I nclude a specific 
place, no new FTE are appropriation or have 
requested but mai l ing ,  PERS go to its 
print ing, system contingency l ine item.  

7 Administrative Cost modification costs, etc wi l l  If contingency is to be 
be incurred ($1 06,000) used it would be 

beneficial that a 
statement of 
leg islative intent be 
added 

Cost Considerations (1, 2 & 3 Above) 

Three cost considerations were highl ighted above. Of those, the House amended out of 
the proposed bi l l  item #2 which al lowed existing employees to transfer to the defined 
contribution (DC) plan . This reduced the total cost of the b i l l  by about 1 /3. 

However, the cost associated with al lowing new employees to move to the DC plan was 
not funded . Two options were offered to fund this cost, these were #1 (Option A) and 
#3 (Option B) in the table above. Since neither method of funding was included for 
these new benefit provisions proposed in this b i l l ,  it wi l l  need to be funded from the 
defined benefit (DB) plan .  The fol lowing table shows this effect at varying election 
levels. The higher the election level the g reater the cost, and the lower the election 
level ,  the lower the cost. For purposes of the fiscal note, we used an election rate of 
1 0% (th is is the assumed number of new employees that would transfer to the DC plan). 

The fol lowing table shows what the effect of passing this bi l l  without funding it would 
have on the long term funded status of the plan at various election rates (please note 
the one we are using is 1 0% in the fiscal note) : 

2 1 P a g e  
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Projected Funded Ratios Under HB 1 452 without Recovery Plan 
New Hires May Elect to Participate In DC Plan (with No PERS DB Contribution) 
(AVA Baals) - Main System 

-

6011 

-

-

If passed without funding the plan, the long term status of the plan with a 1 0% election 
rate would deteriorate over time more than without this new benefit. The other election 
rates we used in the actuarial review are 5% and 1 5% election rates and they are 
shown above as wel l .  To show the sensitivity of the funded status to election rates, we 
also added a 25% scenario (unl ikely at th is time) . 

3 I P a g e  



If our recovery bi l l  (SB 2059) is passed and this bi l l  is passed without being funded , you 
can see that it would take us longer to recover. 

Projected Funded Ratios U nder HB 1 452 with Recovery P lan 
New H ires May Elect to Participate In DC Plan (with No PERS DB Contribution) 
(AVA Basis) - Main System 

1� 

As the above long term projections show, the funded status decreases if the bi l l  is not 
funded with add itional contributions and if the recovery bi l l  is passed . 

The above projections a lso show the sensitivity of the funding status based upon the 
election rate of members decid ing to change from the DB/Hybrid to the DC. 

As noted at the beginn ing ,  the PERS Board feels that if this bi l l  is passed , the cost 
needs to be paid for and not rely on funding it from the DB/Hybrid plan. This wil l  be a 
new benefit option and it has a cost. We asked our actuary what the cost of this benefit 
is compared to not funding another type of benefit. They indicated this is the equivalent 
to g iving reti rees a 4% increase and not funding that COLA. 

The PERS Board notes that there are two methods to fund this new benefit option for 
state employees. The first method is Option A, which is the one identified as #1 of the 
considerations table above, wh ich is to increase contributions to pay the cost of adding 
this additional benefit option for state employees. We have prepared an amendment to 
this b i l l  that would pay this cost by chang ing the statutory employer contribution rates to 

• 

• 

the DB plan and appropriating money to state agencies to pay this additional amount. • 
4 1 P a g e  



This is Attachment 2 (Amendment Option A) included with the testimony. This option is 
s imi lar  to the fiscal note. 

• The second method is Option B,  which is the one identified as #3 of the considerations 
table above, which is to make the offer to move to the DC plan actuarially neutral under 
the recovery plan.  The reason the bi l l  as proposed has an effect on the retirement p lan 
recovery is that it a l lows the people electing the DC plan to take both the normal cost 
portion of the contribution and the amortization or unfunded l iabi l ity portion.  The way to 
make it actuarial ly neutral under the recovery p lan is to make sure that the portion of the 
contribution for the unfunded l iabi l ity that is associated with that position ,  continues to 
be paid into the DB/Hybrid plan, even though the person elects to move to the DC plan.  
To accompl ish th is ,  an amendment has been prepared (Attachment 3 - Amendment 
Option B) that establ ishes a un iform employer paid contribution to each system for the 
recovery period that wi l l  result in an amortization payment to the DB/Hybrid plan that is 
approximately the same as the amortization payment under the recovery p lan if that bi l l  
passes. To better understand this, the fol lowing table shows how this funding is bui lt 
into the retirement contributions for each position . 

• 

• 

N DP E RS M a i n  System 
Contributions 

• Normal Cost • Amortization Payment 

2011 
15.86% 

2013 
17.74% 

Actuarial Required Contribution 

16.12% 

2015 
17.74% 

As the above shows there are two parts to the retirement contribution that is bui lt i nto 
each position . The first is the normal cost and the second is the amortization payment 
(unfunded l iabi l ity payment if needed) .  Unti l PERS had an unfunded l iabi l ity, we only 
had a contribution that was based on the normal cost since that is the cost relating to 
the new benefit earned by continuing to work. That was al l  we needed since we had no 
unfunded l iabi l ity. Once we got an unfunded l iabi l ity, we had no funding to pay that off 
s ince the only contribution we had was for the normal cost or the cost associated with 

S I P a g e  



new service. Add ing that funding to each position is what the recovery plan has been 
about. The cost of paying off that unfunded l iabi l ity is al located to a l l  the elig ible 
positions in the plan .  The more positions to al locate the cost over, the less it is per • 
position and conversely the smaller the number of positions the greater the cost. 
(Example: $ 1 0  in unfunded l iabi l ity spread across 20 positions is . 50 cents per position ;  
$ 1 0  in unfunded l iabi l ity spread across 1 0  positions is $ 1  per position) 

The cost associated with the DC option as proposed is that it al locates to the new DC 
plan members who elect to leave the DB/hybrid plan both the normal cost and the 
amortization payment. Taking the amortization payment away from the DB plan for 
each member leaving for the DC plan means that the total amortization payment to the 
DB plan will be less ( i .e . - the payment was designed around paying off the $ 1 0  
unfunded l iabi l ity with 20 positions making payments of . 50 cents, however you now 
only have 1 0  positions paying .50 cents) . In  Option A above, what we are doing is 
increasing contributions for those remaining in the DB plan to a higher amount to 
generate the same total payment ($ 1 0 unfunded l iabi l ity with only 1 0 members 
remain ing means the payment needs to increase from .50 cents to $1 ). I n  Option B 
what we are doing is leaving the amortization payment associated with that position with 
the DB plan and basing the contribution to the DC plan on the normal cost. This 
approach makes the cost of offering the DC option neutral to the DB plan and the fiscal 
note would go to "0" except for the PERS administrative costs . 

The attached Amendment Option B to implement this is developed based upon the • assumption that SB 2059 is passed . It sets the amount of the amortization payment that 
would stay with the DB plans to that needed in SB 2059 and then smoothes it back i n  
the employer contribution level for the DC plan. With that in  m ind the fol lowing i s  the 
amount that would be in DC plan for each plan and the amortization payment left in the 
DB plans: 

PERS �n Pian JudaesPI111 8CI � Pian Gu11rdPian l.w Plan W Prior law Plan w/o Prior 

2013 2014 2015 2013 2014 2015 2013 2014 2015 2013 2014 2015 2013 2014 2015 2013 2014 2015 

Defined Contribution Alt. Defined Contribution Alt. Defined Contribution Alt. Defined Contribution Alt. Defined Contribution Alt. Defined Contribution Alt. 

Neutrlll costDC (total 
&- ··- 10.- '"""' 17.50% 1&""' 10.- 1�- 10.- ··- ··""' 1�- ··- ··""' 10.- ··- ··""' 10.00% 

c:ontributlon) 

EmployerPd �- a"'"' a"'"' 13.50% 13.50% "·""' &- &- &- ··- ··- ··- &- &- &- ··- &- &00% 

Employee 00 2.- 3.- '·"'"' 3.- 4.- �- '·"'"' 2.- 2.- 0.- 0.""' L- L- L""' '·"'"' � L""' 2.00% 

.... ............. -.. 
PSIS Mlln ,..,.. ...... .. .... .. .... 7.01!< ...... ...... U1" 1.11" U1" uc• 2.- 2.5011 � .... ...... 7.11 .. ...... .. .... ...... 
Total Em lo er Ret Cont 10.12% 11.12% 1212% 20.52% 2L521< 22.521< 14.31" 15.31" 16.31" 10.50% 11.00% 11.50% 13.31" 14.31" 15.31" 11 . ..,. 12.4"' 13.43% 

Option B has the least risk to the recovering DB plan ,  and if it is decided to move ahead 
with the provisions of th is bi l l ,  this would be the option PERS would recommend to pay 
for the cost. However, p lease note that as we discussed in SB 2059 we feel that the DC 
plan needs to get to a contribution level of 1 6%-20% to provide an adequate retirement 
benefit based upon our experience with our existing DC plan. Our existing plan has had 
a contribution level of about 8. 1 2% unti l this biennium and based upon the Segal 
reviews, has not produced an equivalent or adequate retirement benefit. The levels 
proposed here do not accomplish this objective and would need to be addressed in the • future. 
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Transfer  Method (#4 Above) 

The transfer method d iscussed above was changed to a lump sum. 

Pol itical Subdivision (#5 Above) 

As noted above pol itical subdivision employees do not get this new benefit option. If  
they did ,  the cost would be higher. However, since they are in the same pool with state 
employees the cost of th is provision wi l l  affect them as wel l .  This is noted on the fiscal 
note. If fund ing Option A is used , pol itical subd ivision employers wi l l  have to pay part of 
the cost of this new benefit option even though their employees wi l l  not get it. However, 
if funding Option B is used , this wil l  not happen and the pol itical subdivisions wil l  not be 
assessed any costs of adding this option for state employees. This is another reason 
why the PERS Board would suggest funding Option B.  

Rules Adopted by the PERS Board (#6 Above) 

As noted above, the bi l l  as proposed would require the PERS Board to adopt rules 
before we could implement its provis ions. Consequently, it would be the spring or 
summer of 20 1 4  before we could offer its provisions to new employees. We would 
suggest changing to "administrative pol icies or rules" adopted by the PERS Board . We 
have included th is in  our admin istrative amendments which is Attachment 4 -
Administrative Amendment. 

Admin istrative Cost (#7 Above) 

As orig inal ly proposed we identified the fol lowing additional costs to NDPERS: 

N DPERS Administrative Costs 
HB 1452 

Amount 

Commun ication materials (printing/ma i l ing) $48,641 

I nformational  meetings $ 3,000 

Enhancements to bus iness  system $54,000 

TOTAL $ 105,641 

No admin istrative funding was provided by the House. Consequently, we are 
requesting an appropriation in each of the attached amendments. 

As a resu lt of the change made by the House to not offer this option to exist ing 
employees, our admin istrative costs wi l l  decrease. For Option A, we anticipate the 
admin istrative costs for wi l l  be $22 ,000. For Option B, we anticipate the administrative 
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costs wil l be $76 ,000. We have also included an appropriation for admin istrative costs 
of $22 ,000 in our administrative amendment. 

Other Miscel laneous Amendments 
1 .  I n  the final amendments to the House, some timeframes were added for 

employees to make their elections. These timeframes conflict with our abil ity to 
meet other requirements in the statute. Therefore, we are recommend ing that 
the original timeframes be restored . This change has been included in our 
admin istrative amendment. 

2 .  Upon reflection, we feel we wi l l  be chal lenged to get this expanded program off 
the g round by July 1 ,  20 1 3  if the amendment is accepted relating to the rule 
making process. As noted above, if th is amendment is not accepted and the bi l l  
is passed , we would not be implementing this bil l 's provisions unti l the spring or 
summer of 2014. But if our admin istrative amendment is accepted and passed , 
we would have a July 1 ,  20 1 3  starting date which would be challeng ing .  
Therefore, in recognition of this, we are requesting that the effective date of th is 
bi l l  be October 1 ,  20 1 3. This change is also included in our administrative 
amendment. 

Summary 
I n  summary, NDPERS is neutral on this bi l l  if the new benefit provisions are funded . We 
have offered two options to fund the bi l l .  Option A would increase contributions to pay 
the cost of the bi l l .  The only concern with th is option is that the cost for pol itical 
subd ivis ions would go up and they would not have this option. Also if participation is 
h igher than 1 0%, the increased contributions would not cover the cost. The cost of this 
option is reflected on the fiscal note. We have also offered Option B. This would get rid 
of the cost on the fiscal note (except PERS admin) .  This option has a lower cost since 
the funds al located to those positions for paying off the unfunded l iabi l ity i n  PERS would 
continue to be made to the DB plan, even if the member elects to go to the DC plan . 
This option also does not affect pol itical subd ivisions and would pay the cost no matter 
how many members elect to change to the DC plan. 

Lastly, we wou ld request that our admin istrative amendment be added to the bi l l  in  
addition to Option A or B. I f  you elect not to fund the b i l l  but move it forward , we would 
sti l l  ask that the adm in istrative amendments be added . 

Mr Chairman , members of the committee this concludes my testimony and thank you . 
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¥ '" S E G A L  Attach ment 1 
5670 Greenwood Plaza Boulevard Suite 425 Greenwood Village, CO 801 1 1 -2499 
T 303 . 7 1 4 . 9900 F 303 . 7 1 4 . 9990 www. segalco.com 

January 2 8, 2 0 1 3  

Mr.  Sparb Co l l i ns 
Executive Di rector 
State ofNorth Dakota Publ ic Employees' Ret i rement System 
400 East B roadway, Su ite 505 
P.O. Box 1 65 7  
B ismarck, NO 5 8502 

Re : Technical Comments - HB 1 452 

Dear Sparb : 

The fol lowing presents our analysis of the proposed changes found i n  draft H B  1 45 2 :  

Systems Affected: North Dakota Pub l i c  Employees Reti rement System (PERS) Hybrid P lan and 
Defined Contribution P lan (DC P lan) 

Summary: The proposed legislation would prov ide State employees, i nclud i ng judges, BCI law 
enforcement offi cers and National Guard employees, the opportun ity to i rrevocably e lect to 
part ic i pate in the Defined Contri but ion P lan pursuant to rules adopted by the PERS board . 
Ex i st ing employees who e lect to part ic ipate i n  the Defined Contribution Plan w i l l  have a lump 
sum transferred from the Hybrid Plan to an ind iv idual account in the Defined Contr i but ion Plan. 
The l ump sum amount sha l l  be the actuarial value of the ind iv idual member 's  accumulated 
benefit ob l igat ion in the Hybrid P lan, based on the assumption that the member w i l l  reti re at the 
earl iest appl icable normal retirement age. Such transfer wi l l  not affect the member's health 
benefits or reti ree health benefits. 

A ctuarial Cost and Technical Analysis: This  B i l l  would have a material actuarial impact on the 
assets and l iabi l it ies of the Hybrid Plan, as fol lows: 

The B i l l  would  a l low current partic ipants to e lect to transfer the fu l l  amount of the i r  Hybrid P lan 
Actuarial  Accrued L iab i l ity to the Defined Contribution P lan. S ince the Hybr id  P lan is currently 
less than I 00% funded, this wou ld resu lt in a transfer of assets greater than the assets that 
currently support the benefits. As a resu lt, contribution requirements for those who remain  i n  the 
H ybrid P lan w i l l  see an increase i n  costs, as they would pay for the unfunded port ion of the 
benefits of the transferring part ic ipants . 
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It is d i fficu lt to predict which part ic ipants would e lect to transfer under this B i l l .  Experience over 
the last ten years wou ld ind icate that 1 6% of those new h ires e l ig ib le to choose between the 
Hybrid P lan and the Defined Contribution P l an at date of h ire choose the Defined Contribution 
P lan. More recent e lection rates have been lower, around 7.8%. It i s  also d ifficult to predict what 
exist ing employees may do when offered th is  e lection. When offered to nonclassified employees 
in 1 999,  about 38% e lected to transfer. However, the environment has changed substantia l ly 
s i nce then, so we expect the rate wou ld be l ower. 

Our understand ing is  that the B i l l  would a l low current participants a one-time e lection to transfer 
out of the P lan and new employees the option to choose between the Hybrid P lan and the 
Defi ned Contribution P lan at date of h i re .  Because i t  i s  d ifficult to pred ict the number of 
part ic ipants that would transfer, we have i l lustrated the effects of three scenarios on the employer 
cost rate as a percentage of projected payro l l .  In the first scenario, we have assumed  that 1 0% of 
existing participants l eave and 5% of the new employees e lect the Defined Contr ibut ion P lan 
each year thereafter. In the second scenario, we have assumed that 1 5% of partic ipants l eave and 
I 0% of the new employees elect the Defined Contribution P lan each year thereafter. In the thi rd 
scenario,  we have assumed that 20% of partic ipants l eave and 1 5% of the new employees e lect 
the Defined Contribution Plan thereafter. These w i l l  i ncrease the costs of funding the ongoing 
benefits and the unfunded l iab i l ity as a percent of pay, as fol lows: 

-

( 1 )  (2) (3) 
Employer Cost 1 0%/5% 1 5%/ 1 0% 20%/ 1 5% 

Rate - Statutory Assumption- Assumption- Assumption-
20 1 2  Actuar ia l  Employer Cost Result ing 

Group Valuation Rate - 2 0 1 3 Cost Rate 

PERS Main* 1 2 .24% 6. 1 2% 1 3 . 1 9% -

Judges 1 6 . 33% 1 6 . 52% 1 7 .29% 

Law 
Enforcement I 

w/Prior I I Serv ice * *  ! 1 0 .69% 9 .3 1 %  1 1 . 1 0% 

r����-:Q���.�;:I_��-]�-��-���: . z:;% 
__ --_i __ _______ §.J 0% 

__ _l ________ 
7 .  6 7!�------· 

* Only Main  State emp loyees would be a l lowed to transfer u nder the B i l l  

* * On l y  B C I  employees would b e  a l lowed t o  transfer u nder the B i l l  

Resulting Resulting 
Cost Rate Cost Rate 

1 3 .90% 1 4 .66% 

1 7 .97% 1 8 . 76% 

1 1 .45% + 1 1 . 8 1 %  

8 .09% 7. 86% j___ 

The B i l l  spec i fies that the Actuaria l  Accrued Liab i l ity be calcu lated assuming that the 
transferring partic ipant w i l l  retire at the earl i est unreduced retirement date. This is a s l ightly 
more conservative measure than the assumption used for funding the Hybrid Plan, and would 
resu lt in  a larger transfer of funds than i f  the P l an ' s  valuation assumptions were used. For 
part ic ipants with l ower serv ice, the benefits calculated under the P lan formu la w i l l  l i ke ly have a 
smal ler present value than the part icipant 's  vested contributions. In th is  case , we calcu lated the 
amount of the transfer to s imply be the balance of vested contri butions with interest. 
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As mentioned above, the B i l l  provides that 1 00% of the l iab i l ity be transferred for these 
participants . If the B i l l  were altered so that only the funded portion of the part ic ipants ' Actuarial 
Accrued Liabi l ity is transferred to the Defined Contribution plan (64 .7% for the PERS Main P lan 
as of Ju ly I ,  20 1 2), the Resu lting Employer Cost Rate for ongo ing Hybrid Plan part ic ipants 
wou ld be as fo l lows : 

As above, in  the first scenario, we have assumed that 1 0% of part ic ipants leave and 5% of the 
new employees elect the Defined Contribution Plan each year thereafter. In the second scenario, 
we have assumed that 1 5% of participants l eave and I 0% of the new employees e lect the 
Defined Contribution P lan each year thereafter. In  the th ird scenario,  we have assumed that 20% 
of participants leave and 1 5% of the new employees e lect the Defined Contribution P lan 
thereafter. These wi l l  i ncrease the costs of funding the ongoing benefits and the unfunded 
l iabi l i ty as a percent of pay, as fol lows : 

--------" ---- -------- ,--· 

Employer Employer ( 1 )  (2) (3) 
Cost Rate - Cost Rate - 1 0%/5 %  1 5%/1 0% 20%/ 1 5% 

20 1 2  U ltimate Assumption- Assumption- Assumption-
Funded Actuarial Statutory Result ing Result ing Resulting 

Group Percentage Valuation Rates Cost Rate Cost Rate Cost Rate 

rPERS Ma�n* 64.7% 1 2 .24% 6. 1 2% 1 2 . 82% 1 3 . 30% 1 3 . 8 1 %  

l .... J.��-8-� .. - ---- ---
89.8% 1 6 .33% 1 6 .52% 1 6 .94% 1 7 .40% 1 7. 9 1 %  ·-----------·-·-· ------------------- --·---------

I 

I Law I 
I Enforcement I I I 

w/Prior 
_ _  §4 .9% ___ 1 0 .69% I I Serv ice**  9.3 1 %  1 0 .95% 1 1 .2 1 %  1 1 .48% ------------· 

9 1 .6% ���::J 
" 

I I National 
1 Guard 6 . 50% 7 .59% 7 .74% 7.90% 

*Only Main State employees would be a l lowed to transfer under the B i l l  

* * Only BCI employees would b e  al lowed to transfer under the B i l l  

If  the part ic ipants are given a choice o f  partic ipation in  e ither the current Hybrid P lan or the 
Defined Contribution P lan, the risk of antiselection wi l l  be introduced to the System. 
Antiselect ion risk is the tendency of participants to se lect the choice that benefits them the most. 
For exampl e, partic ipants who may be less healthy than average may be more l ikely to e lect to 
transfer to the Defined Contribution P lan ,  which wou ld a l low for a faster payout of benefits than 
the l i fet ime payments offered by the Hybrid Plan. Th is effect cou ld  result in more costly benefits 
for the Hybrid P lan than otherwise would be expected,  and wi l l  increase the vo lat i l ity of 
contri bution  requ i rements .  That is, if the election rates are higher than expected , i t  wi l l  i ncrease 
required contributions for the Hybrid P l an .  If lower, i t  cou ld reduce requirements. Th is same 
si tuat ion would occur even if total e lection rates are lower, but those e lecting have h igher than 
expected costs . 
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Technical Comments: Our comments on the B i l l  are as fo l lows : 

General 

The B i l l  would  provide a new opportunity for existing members to make a one-time i rrevocable 
e lection as to whether they will part ic ipate in  a defined benefit p lan or defined contribution p lan, 
inc luding members who have not previously had an opportunity to participate in the Defined 
Contri bution Plan, such as j udges. In addition, the B i l l  could  have an impact on PERS, to the 
extent a l arge number of employees e lect to transfer into the DC P lan, in the fol lowing areas : 

• S i m i larly s ituated employees would have d ifferent levels and forms of retirement 
benefits; 

• The proposed changes could have an impact on the funding status of the defined benefit 
plans;  and 

• The ro le of the PERS in administering ret irement benefits for State emp loyees could shift 
as a result of a large increase in the number of DC P lan participants. 

Benefits Pol icy Issues 

> Adequacy of Reti rement Benefits 

+ Replacement Ratio : I n  comparison to members i n  the current defined benefit p lans, the 
replacement ratios of income by reti rement benefits for new members in the DC P lan are 
expected to decrease from that which is current ly provided for several reasons, inc luding 
the fol l owing. 

• In  practice, individual ly-managed accounts can expect lower investment returns 
than a longer time horizon, profess ional ly-managed defined benefit fund .  

• Defined contribution accounts suffer from " leakage" as funds are used for 
purposes other than retirement. 

• There is a h igher cost of annuitization at market annu ity rates,  or e lse members 
must assume longevity risk on top of investment risk. 

In a letter dated December 7 ,  20 1 1 ,  we provided updated analys is of how benefits under 
the defined benefit plans compare to benefits under the DC Plan. It showed that the 
contribution rate for the DC Plan wou ld need to be increased in order to provide a benefit 
that is comparable to the current defined benefit plans. Specifically the analysis shows the 
fo l lowing for individuals who are presently in the DC Plan establ ished in  the late 1 990 ' s :  

1 .  DC P lan participants are projected to have a reti rement benefit that is on average 
50% less than what they would have had if they stayed in the appl icable defined 
benefit plan.  

2 .  DC P lan contributions wi l l  need to increase to 1 6 .5% to 20% to provide a benefit 
s imi lar to the current defined benefit p lans (under the Hybrid P lan a 25 -year 
emp loyee would receive 50% of their fina l  average salary). 



M r. Sparb Col l ins 
Janu ary 2 8 ,  2 0 1 3 
Page 5 

3 .  The benefit provided in  the existing D C  Plan is  not provid ing a benefit 
comparable to the defined benefit plans at the exi sting contri bution levels .  

4 .  The DC Plan does not provide the same level of spouse or d isab i l ity benefits as 
the defined benefit plans. 

+ Retirement Savings: The nature of the DC Plan with lump sum benefit payments may 
decrease the amount of a member 's  ret irement benefit that wi l l  be avai lable for retirement 
to the extent it is used for current consumption.  Employee Benefit Research I nstitute 
(EBRI) statistics ind icate that because of th is  " leakage" effect, l ess than 1 00% of 
employer contributions w i l l  actua l ly be used to prov ide ret irement benefits. Based upon 
the EBRI study entitled "Reported Uses for Any Portion of Lump-sum D i stributions", the 
average amount of d istributed funds retained in retirement vehicles (tax-qual ified 
financial sav ings) is 4 1 . 5%.  Seventeen percent i s  saved, and the remainder ( 4 1 . 5%) is  
used for debt, education or consumption .  Forty-six percent of these i n d ividuals ro l led 
over at least some of the money i nto another retirement p l an and 27% put some of the 
money into other savi ngs investments. Because of this  " leakage" effect, less than 1 00% 
of the employer contributions wi l l  actual ly  be used to provide ret i rement benefits. 
National ly, 58 . 5% of any lump sum d istribution is not used for reti rement purposes. 
The current defined benefit p lans have m in imal l eakage of employer contr ibutions . 

On average, refund payments under the PERS are approx imately 24% of the employee 
contributions. Of these refunds, 5 8 . 5% wi l l  be used for non-reti rement purposes if  the 
national statistics are appl ied .  Thus, the leakage rate on employee contributions is 
estimated to be about 1 4% per year. 

If  these patterns of refunds and uses of lump sum distributions remain unchanged, the 
leakage rate on employer contr ibutions under the DC Plan could  be presumed to be 1 4%. 
For every $ 1 ,000,000 of employer contributions accumulated, about $ 1 40,000 wi l l  not be 
avai lable for retirement purposes . 

+ Personal savings: Partic ipation i n  a defined contribution p lan may i ncrease i nterest of 

members to save for reti rement because of the participant d irected investment feature and 
the awareness that it is impo rtant to save for their own early ret i rement or post­
employment i nflation protection .  However, the State ' s  DC Plan does not provide any 
separate monetary i ncentive or opportun ity to i ncrease personal sav ings.  The PERS Main 
System added the Portabi l ity Enhancement Provis ion (PEP) in 1 999. One aspect of this 
provision is  to create an i ncentive for members to engage i n  supplemental reti rement 
sav ings. Spec ifica l ly ,  th is feature prov ides that if  a member part ic ipates in the State ' s  
deferred compensation plan, they wi l l  vest i n  the employer contribut ion in  the Hybrid 
Plan.  Th is prov ision has he lped to encourage participation in the supplemental sav ings 
p lan and has been successfu l  at enhancing the overa l l  ret irement preparedness for those 
participants . The proposed DC Plan wou ld not have a s imi lar defined benefit incentive to 
encourage parti c ipat ion .  
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> B enefits Egui ty and Group I ntegrity 

+ S ince members of the H ighway Patro lmen 's  Reti rement System (HPRS) do not have the 
opportun i ty to e lect between a defined benefit p lan and a defined contribution p lan, there 
is  an inequity of benefits and choice of plans between HPRS and the PERS Main System. 

+ Al lowing most S tate employees to elect between a defined benefit p lan and a defined 
contr ibution plan a l lev iates the current benefits equity problem whereby two s imi larly 
s ituated State employees who perform s imi lar serv ices, one wh ich must part icipate in the 
defined benefit p lan and the other which may participate in  a defined contribution p lan or 
a defined benefit p lan, have very d ifferent retirement benefits. However, th is  B i l l  does 
not create benefit equal i ty because two employees with i dentical pos i t ions, age and 
service who elect d ifferent retirement p lans may sti l l  have unequal retirement benefits. 

+ The benefi ts equ ity issue whereby d ifferent reti rement p lans are elected h ighl ights the 
importance of the educating State employees on the d i fferent aspects of defined benefit 
versus defined contri but ion plans, as well as the various r isks and rewards of each type of 
plan, and may l ead to increased scrutiny of the PERS decis ions with respect to both the 
i nvestment of the defined benefit plan funds and the i nvestment choices offered under the 
DC Plan. 

+ I n  add it ion, we note that nonvested defined benefit p lan members who transfer to the D C  
Plan may b e  immediately i ncreasing the i r  vest ing percentage i n  their pension benefits 
compared to s imi l ar employees who do not transfer. 

+ Thi s  B i l l  is provid ing a l l  members who e lected not to transfer to the DC p lan back i n  
1 999 a second e lection opportunity . However, those that e lected to transfer are not 
s imi larly offered a second e lection opportun ity .  

+ Thi s  PERS group is composed of state employees and pol i t ical subdivis ion emp l oyees. 
This  option is prov ided to state employees and not to po l it ical subd iv is ion employees. 
Th is reduces the cost of offering th is  option, but s ince the cost is  amort ized over the 
enti re group, po l i tical subd iv i s ions are a prorated part of the cost for this option for State 
employees . 

> Competitiveness 

The DC Plan design increases the ab i l ity of shorter-term employees to earn and reta in  a 
valuable ret i rement benefit. The PERS Main System Portab i l ity Enhancement Prov i s ion 
(PEP) also offers s im i lar benefits, which can be a valuable tool for attract ing such employees. 
The DC Plan, however, may be less competitive for career employee posit ions compared to 
other pub l ic  employee ret irement p lans . These changes could motivate job mobi l i ty and 
i ncrease turnover. This may or may not be desirable depending on the workforce i ssues 
fac ing the employer. 

I n  another sense, the B i l l  wi l l  be fol lowing the trend among smal ler private sector employers 
and some larger private emp loyers to use defined contribution p lans instead of defined 
benefit arrangements as a primary veh icle for retirement benefits. However, other l arger 

/ 
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private sector employers and most publ ic sector employers have continued to maintain a 
combination plan structure - a core defined benefit p lan with a supplemental set of defined 
contribution and/or profit sharing arrangements. 

>- Purchasing Power Retention 

A defined contribution plan does not provide guaranteed purchasing power retention after 
benefits are d istributed . The abi l ity to mainta in purchasing power wi l l  depend solely on the 
i nvestment performance of the d istributed assets. It is not possible under current federal tax 
laws to d i rectly provide post-reti rement i ncreases for defined contributio n  plan ret irees. 
S im i larly, the existing plan does not guarantee purchas i ng power retention ,  and in  a h igh 
inflat ion economy, may be subject to a sign i fi cant reduction un less legis l at ive action is taken 
to adjust the benefits. 

> Preservation of Benefits 

A defined contribution p lan can work wel l  to preserve the value of benefi ts for former 
members but actual preservation of such values w i l l  depend on the investment performance 
on the amounts d i stributed. To the extent benefits are not invested adequately or not saved at 
a l l  for reti rement purposes, then the abi l ity to preserve the value of the retirement benefits i s  
d im in ished. 

In J u ly 2009, the federal Government Accountabi l ity Office (GAO) publ i shed a report that 
found workers face a number of risks in both accumulat ing and preserv i ng pension benefits. 
The GAO found, in re levant part, that workers that receive l ump sum d i stributions, i n  
part i cu lar, face several risks related to how they withdraw the i r  benefits, i nc luding:  

+ Longevity risk: Retirees may draw down benefits too qu ickly and outl ive the ir  assets. 
Conversely, retirees may draw down the i r  benefits too s lowly, unnecessar i ly  reduce the ir 
consumption, and leave more wealth than i ntended when they die .  

+ Investment risk: Assets i n  which reti rement savings are i nvested may decl ine in  value. 

+ Inflation risk: I nflation may d imin ish the purchasing power of a ret iree 's  pension 
benefits. 

> Portabi l ity 

The B i I I  general ly provides a h igh degree of p01iabi l ity of retirement benefits for State 
employees who part ic ipate in the DC Plan, s ince the ir entire benefit is ava i lable for 
d i stribution or ro l lover after termination of employment. Note that with the PEP the existing 
defined benefit p lan also has a significant level of portabi l ity, but not to the same leve l .  

> Transfer Methodology 

On page six of the B i l l ,  the transfer ca lcu lation is spec ified. This means the amount to be 
transferred w i l l  be the greater of employee contributions wi th interest and the l ump sum 
value of the vested benefit calculated at the partic ipant 's  earl iest unreduced ret irement age. 
For younger and lower serv ice employees, th is wi l l  genera l ly be the contributions with 
interest. 
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Calculations w i l l  be requ ired for existing part ic ipants cons idering a transfer. Staff wi l l  e ither 
need to request these calculations from the actuary, or establ i sh an i nterna l  system to 
calcu late these amounts. 

> Anci l lary Benefits 

+ Pre-retirement death benefits and d isabi l ity benefits provided under a defined 
contribution plan wou ld genera l ly  be less than s imi lar benefits provided under a defined 
benefit plan structure because defined contri bution p lan benefits depend on the total 
amount of contributions made and investment performance of assets, whi l e  defined 
benefit plan benefits are not conti ngent upon such factors. Specifical l y :  

I .  The Hybrid Plan provides for a d isab i l ity retirement benefit of 25% of fi nal average 
salary calcu lated at the date of d isab i l ity .  A member is e l ig ib le for th i s  after s ix  
months of partic ipation in the system .  The DC Plan wou ld offer n o  other d isab i l i ty 
benefits other than the account balance at the date of d i sabi l ity, which i n  most cases 
would be much less that the current Hybrid Plan d isab i l ity benefit. Many employers 
prov ide disab i l ity insurance benefits to employees, which offsets the need for thi s  i n  
the reti rement plan.  I t  i s  our understand i ng the State does not currently prov ide 
employer paid d isab i l ity insurance to its employees, mean ing that under the B i l l  
d isabi l ity benefits would  b e  less than State employees currently receive under the 
Hybrid Plan.  

2 .  The Hybrid P lan provides benefits for the surviving spouse whereby the spouse has 
three choices: 1 )  a lump sum payment of the member contr ibut ions w ith interest, 2) 
l i fetime payment of month ly benefit equal ly  to 50% of the deceased  member ' s  
accrued s ingle l ife benefit, or 3)  i f  the member at death was e l igi b l e  for a normal 
retirement benefit, the spouse can se lect a benefit equal to the member's 1 00% jo int 
and surv ivor annuity benefit. I n  the D C  P lan, the spouse would  be  e lig ib le  to receive 
a lump payment of the account balance only .  General ly,  the DC P l an benefit would be 
s ignificantly l ess than the spouse benefits in the Hybrid P lan . Many employers do 
have employer paid l i fe plans  that offset the need for th i s  benefit i n  the ret irement 
plan. In  the DC Plan, a death benefit cou ld be added or the State could provide 
expanded I ife insurance coverage to prov ide for the surv iv ing spouse; otherwise, the 
B i l l  wou ld resu lt in lower death benefits for State employees than are provided by the 
current Hybrid P lan. 

+ The defined benefit plans have from time to time, provided for retiree increases over t ime 
with ad hoc adjustments . Th is has occurred as a result of favorable p l an experience and 
when the plan ' s  funding s ituation has a l lowed . G iven the present chal l enges it i s  un l i kely 
that the fund wi l l  be able to support any ad hoc adjustments unti l  the p lan ' s  funding 
chal lenges are overcome. I f  the proposed recovery plan i s  fu l ly adopted, thi s  wi l l  not 
occur unti l approximate ly 2040-2045 .  However, at some future date it i s  possible that the 
p lans may reach a funded level that would  al low it to again provi de ad hoc adj ustment to 
reti rees. 

The DC P lan does not provide for shar ing of favorable p lan experience among members, 
nor does it specifical ly prov ide for ad hoc adjustments to ret irees . However, for any 
members in the DC Plan that rea l ize favorable investment experience, they are ab le to 
benefit from what wou ld general ly be comparable to an ad hoc adjustment. I f  the State 



Mr. Sparb Col l ins 
January 28 ,  201 3 
Page 9 

has a wish to someday provide retiree adjustments, a new process wou ld need to be 
i dentified . 

+ Social Security : No impact. 

F u n d i ng Policy Issues 

> Actuari al Impacts 

As previously noted, the B i l l  w i l l  have an actuarial impact on the Hybrid P lan .  

+ The B i l l  wi l l  have an immed iate effect on the actuarial contribution requ irement. 

+ The B i l l  w i l l  not provide for a change in the statutory contribution rate. 

+ While the result ing Employer Cost Rate w i l l  be h igher, the total contribution amount wi l l  
be lower. 

> Investment Impacts 

+ Depending on the performance of the capital markets and the investment choices made 
by members, new emp loyees partic ipating in the DC Plan may experience greater, or, 
more I ikely, lesser benefits than those prov ided under the current Hybrid Plan. The risk of 
loss or gain is borne by the member. No significant changes are requ ired in the Hybrid 
investment practices as a resu lt of th is change. However, if a large portion of partic ipants 
l eave the plan, it may force a change in investment decisions. 

+ Cash Flow:  I n  genera l ,  the B i l l  wi l l  cause cash flows under the defined benefit p lans to 
be a ltered as membership decreases in  the defined benefit p lans as currently anticipated .  
This  wi l l  impact cash flow needs for fund ing and benefit payments under the p lan .  These 
changes are projected to impact the overa l l  funding of the p lans for the future, as 
previously described . It  may be desirable to conduct asset- l iab i l ity and cash flow studi es 
to better predict the outcomes for the defined benefit p lans .  

+ Asset A llocation: The B i l l  should not create signifi cant new investment asset a l location 
issues for the defined benefit p lans under the PERS as the amount of new contributions to 
the p lans decreases rel ative to the amount of benefit payments from the plans .  

Ad m i n istration Issues 

> Implementation Issues 

In order for th i s  B i l l  to be implemented, Section 3 of HB 1 452  amends NDCC 54-52 .6-02 by 
deleting subsections 1 through 4 and introducing the fo l lowing language : 

"The board sha l l  provide an opportuni ty for members of the publ ic employees retirement 
system under chapter 54 - 52 to transfer to the defined contribution ret irement p lan under th is 
chapter pursuant to rules adopted by the board ."  
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A strict reading of this sentence ind icates that the Board i s  tasked w ith provid ing the 
opportunity to transfer and that such opportun i ty wi l l  be offered by rule .  To p lace thi s  
"opportunity" in perspective, please note that subsections 1 through 4 contained very specific 
language that provided the procedure whereby prior e l ig ib le  employees and new e l ig ib le 
employees were able to transfer to the DC plan from the Hybrid p lan.  Specifical ly,  under 
subsection I new el igible employees were a l lowed to transfer to the DC p lan with i n  the first 
s ix months of employment. Having deleted the l anguage descr ib ing the existing procedure, 
the new language suggests that this gap be fi l led by administrative rule. The reference to "an 
opportunity" is broad enough to apply to employees currently in the Hybrid plan for whom 
the opportunity to e lect the transfer has previously expired and for new 
employees. Therefore, absent further c larify ing language the Board must adopt 
admin istrat ive rules establ i shing a procedure for this transfer before it can transfer e ither new 
or existing emp loyees into the DC plan. 

Given the above requirement, PERS wi l l  need to go through the administative ru le  making 
process, which wi l l  take to the spring of 20 1 4 . After th is process is completed then PERS 
can begin implementation of the provis ions of the proposed b i l l .  

> Admin istrative Costs 

The B i l l  wi l l  have an i mpact on the administrative resources needed for both the defined 
benefit plans and DC P lan because it  i s  anticipated the B i l l  would add a relatively large 
number of new members to the DC Plan .  Adm i ni strative costs may need to be rea l located 
from the defined benefit p lans to the DC P lan over time, as membership numbers shift to the 
DC P lan. In itial ly, however, the B i l l  w i l l  requ i re mainta in ing the admin istrative resources for 
the defined benefit p lans, whi le increasing the admin istrative resources avai lable to the DC 
P lan .  

The board is also required to  fol low a specific  method i n  offering this to new employees. 
This wi l l  require several mail ings to members, printing the material, developing the 
information for the mai l ing (specific member transfer amounts and other  specifi c  member 
information), processing e lections, mod ifications of the business system, and transferring the 
funds. Si nce the board already has a DC plan and many of the business processes in p lace, 
the estimated cost for mai l ings, printing, and system modifications is $ 1 05 ,64 1 .  Add iti onal 
appropriation wi l l  be needed for the 20 1 3 - 1 5  biennium for these costs, or PERS w i l l  have to 
use its contingency l ine item to support these efforts. 

> Needed Authority 

The B i l l  appears to prov ide appropriate levels of administrative and governance authority to 
the PERS board to implement the changes made by the B i l l .  

> I ntegration 

No impact. 
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:> Employee Commun icat ions 

The nature of defined contri bution plans a l lowing partic ipant directed i nvestments w i l l  
requ i re add itional employee educat ion effo11 regard ing retirement and i nvestment planning. 
The need for this effort is supported by information found i n  a recent ret i rement portabi l i ty 
study conducted by the federal Office of Management and Budget. A survey of employees 
ind icated an overa l l  low level of understand ing of the how to invest moneys for retirement. 
The survey ind icated a low level  of understanding regard ing investment categories and 
investment risk. Because the DC Plan wi l l  be the primary retirement veh ic le  for its members, 
it w i l l  be critical to prov ide these education serv ices. 

Consideration should be given to partic ipant education, including requ ir ing or a l l owing 
members to attend financial  p lanning sem inars and meeting with financ ia l  advi sors in  the 
work place and during worki ng hours. Increas ingly, sponsors of defined contribution p lans 
are making ava ilable i nvestment adv isory serv ices to ass ist members to invest the i r  
reti rement assets prudently.  There are a variety of methods for provid ing these education and 
adv isory serv ices that should be examined, includ ing group meetings, ind iv idual  counse l i ng 
and technology based approaches . With a defined contribution p lan, ind iv idual  members are 
responsible for mon itoring their own investment performance and making changes as 
appropriate . The ir  success or fa i lure is a d i rect resu lt of how they fulfi l l  th is respons ib i l ity. 

>- M isce l laneous and Drafting I ssues 

• Consideration shou ld be g iven to examin ing the fiduciary issues surrounding defined 
contri bution plans, inc lud ing the nature of the risks assoc iated w ith part ic ipant d irected 
i nvestments, prov is ion of employee investment information and education, se lf-directed 
brokerage windows, financ ia l  and reti rement plann ing and i nvestment advisory serv i ces. 

• P lease note that determi n ing the actuarial effect of this offering  is dependent upon the 
assumed rate of acceptance. As noted earl ier, it is very d iffi cu lt to estimate e l ection rates 
with a h igh level of confi dence. Last biennium we estimated the cost of closing the p lan 
when it was c lear that new employees would  not be jo in ing the p lan. Consequently, 
future part ic ipation did not need to be estimated.  By contrast, future partic ipation for 
purposes of this B i l l  need to be estimated and consequently, it needs to be understood that 
the actual rates could vary substantial ly form those estimated here in .  Therefore, the actual 
cost could vary substantia l ly as wel l .  S i nce participation rates est imated here in  are low, 
based upon the current env i ronment and past experience, there is  greater potential for 
actual costs to be h igher than lower s ince there is more room to move h igher than lower. 
Po l i cy makers need to understand that future costs cou ld  be h igher and wou ld  have to be 
addressed with add it ional contribution adjustments. 

The projections were made us ing general ly accepted actuarial practices and are based on 
demograph ic data as of Ju ly 1 ,  20 1 2  and asset returns through Ju ly 1 ,  20 1 2  and use assumptions 
adopted by the PERS board for the Ju ly I ,  20 1 2  val uation, except the assumed retirement age. 
Calculations were comp leted under the supervis ion of Tammy Dixon, FSA, MAAA, EA. 
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Projections, by the i r  nature, are not a guarantee o f  future resu lts. The projections are i ntended to 
serve as estimates of future fi nancia l  outcomes that are based on the information ava i lable to us 
at the time the proj ection is undertaken and completed, and the agreed-upon assumptions and 
methodo logies described here in .  Emerging results may d iffer s ignificantly i f  the actual  
experience proves to be d i fferent from these assumptions or if  alternative methodo logies are 
used .  Actual experience may d i ffer due to such variables as demograph ic experience, the 
economy, stock market performance and the regulatory env i ronment. 

The information conta ined in this letter is prov ided within our ro le  as the p lan's  actuary and 
benefits consu ltant and is not intended to prov ide tax or legal advice.  We recommend that you 
address all issues descri bed here in  with your legal counse l .  Please call if you have any questions 
or comments. 

S i ncere ly, 

B rad Ramirez, FSA, MAAA, FCA, EA 
Consulting Actuary 

cc:  Tammy D ixon 
Laura M itchel l  
Melan ie  Walker 

5232026v3/01 640.004 



Attachment 2 
Amendment O ption A 

PROPOSED AMENDMENTS TO ENGROSSED HOUSE B I LL 1 452 

Page 1 ,  l i ne  1 ,  after "sections" i nsert "54-52-06 , 54-52-06 . 1  , "  

Page 1 ,  l i n e  3 ,  delete "and" 

Page 1 ,  l i ne 5 ,  after "system" insert " ;  to provide an appropriation ;  and to p rovide an 
effective date" 

Page 1 ,  after l i ne 2 1 , i nsert" 

"SECTI O N  2, AMENDMENT. Section 54-52-06 of the North Dakota 
Century Code is amended and reenacted as fol lows : 

54-52-06. Employer's contribution to reti rement pla n .  
Each governmental un it sha l l  contribute an  amount equa l  to fou r  and 

twelve-hundredths percent of the month ly sa lary or wage  of a part ic ipating 
member. Governmental un it contribut ions increase by one percent of the month ly 
sa lary or wage of a participating member beg inn i ng  with the month ly reporting 
period of January 2012 ,  and with an additional increase ef.Qy one percent, 
beg inn ing with the reporting period of January 201 3, and by one and 
s ix-hundredths percent, beginn i ng with the reporting period of October 20 1 3 . For 
those members who elect to exercise their rights u nder sect ion 54-52- 1 7 . 1 4 , the 
emp loying governmenta l un it , or in the case of a member not p resently u nder 
covered employment the most recent employing governmental  u n it ,  sha l l  pay the 
associated employer contribution .  If the employee's contrib ut ion is pa id by the 
governmental un it under subsection 3 of section 54-52-05 ,  the emp loyer un it 
sha l l  contribute, i n  add ition ,  an amount equa l  to the requ i red employee's 
contribution .  Each governmenta l  unit sha l l  pay the contributio n  month ly ,  or in the 
case of an elect ion made pursuant to section 54-52- 1 7 . 1 4  a lump sum ,  i nto the 
ret irement fund from its funds appropriated for payro l l  and sa lary or any other 
funds ava i lab le for these purposes . Any governmental u n it fa i l i ng to pay the 
contributions month ly, or in the case of an elect ion made pu rsuant to section 
54�52-1 7 . 1 4  a l ump sum, is subject to a civi l penalty of fifty do l la rs and ,  as 
interest, one percent of the amount due for each month of delay o r  fract ion 
thereof after the payment became due. In l ieu of assessing a civi l pena lty o r  one 
percent per month , or both , interest at the actuar ia l  rate of return may be 
assessed for each month the contributions are de l inquent. If contri but ions a re 
paid with i n  n inety days of the date they became due,  pena lty and i nterest to be 
paid on de l inquent contribut ions may be waived . An emp loyer is requ i red to 
submit contribut ions for any past e l ig ib le employee who was employed after Ju ly 
1 ,  1 977 , for which contribut ions were not made if the employee wou ld have been 
e l ig i b le to become vested had the emp loyee part ic ipated and  if the emp loyee 
elects to jo in the pub l ic emp loyees ret irement system .  Emp loyer contribut ions 
may not be assessed for e l ig ible service that an employee has wa ived pursuant 



to subsection 1 of section 54-52-05 .  The board sha l l  report to each session of the 
leg is lative assembly the contribut ions necessary, as determined by the actuarial 
study, to maintain the fund's actuarial soundness. 

SECTION 3. Section 54-52-06 . 1  of the North Dakota Centu ry Code is 
amended and reenacted as fo l lows : 

54-52-06. 1 .  Co ntri bution by s u preme a n d  d istrict c o u rt j u dges -
E m p l oyer co ntri bution.  

Each judge of the supreme or d istrict court who is a member of the pub l ic 
emp loyees reti rement system must be assessed and requ i red to pay month ly five 
percent of the judge's monthly sa lary. Member contribut ions increase by one 
percent of the judge's month ly sa lary beg i nn ing with the monthly report ing period 
of Janua ry 20 1 2 , and with an add itiona l  i ncrease of one percent, beg inn ing with 
the reporting period of January 20 1 3. The assessment must be deducted and 
reta ined out of the judge's salary in equa l  monthly i nsta l lments . The state shal l  
contribute an amount equa l  to fourteen and fifty-two one-hu nd redths percent of 
the monthly salary of a supreme or d istrict court j udge who is a part icipating  
member of the system, which match ing contri bution must be paid from its funds 
appropriated for salary, or from any other  funds avai lable for such purposes. 
State contributions increase by one percent of the monthly salary of a supreme 
or d istrict cou rt judge who is a participating  member of the system beg i nning with 
the month ly reporting period of January 20 1 2 , and with an additional increase 
ef.Qy one percent, beg inn ing with the reporting  period of January 20 1 3, and by 
one and seven-hundredths percent, beginn i ng with the reporting period of 
October 201 3 .  If the judge's contribut ion is paid by the state u nder subsection 3 
of section 54-52-05,  the state shal l  contribute, i n  add itio n ,  an amount equa l  to the 
requ i red j udge's contribution . "  

Page 2,  l i ne  1 1 ,  after "j3fafl" insert "who elects to  participate in the ret i rement plan  under 
th is chapter" 

Page 2, l i ne  1 2 , remove "who is h i red after Ju ly 30, 201 3" 

Page 8 ,  after l ine 8 ,  i nsert 

"SECTION 8. APPROPRIAT I O N .  The funds provided i n  th is section ,  or 
so much as may be necessary ,  are appropriated out of any m oneys in the 
genera l  fund in the state treasury, not otherwise appropriated ,  and from specia l  
funds derived from federal funds and  other income, to  the fo l lowing  departments 
for the purpose of defraying the cost of the add itiona l  emp loyer ret i rement 
contributions necessary to pay the cost for the p rovis ions of th is bi l l  for the 
b ienn i um beg inn ing  Ju ly 1 ,  201 3 and end ing June 30,  20 1 5 , as fol lows: 



Def2artment General Other 

1 0 1 Office of the Governor $23,619 $0 
1 08 Office of the Secretary of State $25,882 $815 
1 1 0  Office of Management and Budget $1 15,275 $23,429 
1 1 2 I n formation Tech n o logy Department $66,636 $387,982 
1 1 7 Office of the State Auditor $51,598 $17,427 
1 20 Office of the State Treasu rer $8,715 $0 
1 25 Office of the Attorney General  $195,136 $43,231 
1 27 Office of the Sate Tax Commissioner $138,399 $0 
1 40 Office of Adm i n istrative H ea rings $0 $7,439 
1 60 Leg islative Counci l  $48,920 $0 
1 80 J u d icial Branch $484,250 $0 
1 88 Legal Counsel  of I nd igents $38,673 $ 1, 199 
1 90 Retirement and I nvestment Office $0 $25,004 
1 92 P u bl ic Em ployees Retirement System $0 $34,620 
2 0 1  Department o f  P u bl ic I nstruction $33,457 $74,799 
2 1 5  North Dakota U n iversity System Office $25,308 $0 
226 State Land Department $0 $36, 541  
227 Bismarck State Col lege $33,3 15 $6,039 
228 Lake Region State C o l lege $16,424 $2,700 
229 Wil l iston State Col leg e  $8,748 $4,720 
230 U n iversity of North Da kota $169,875 $164,822 
232 UNO School of Medicine and Health Services $35,537 $ 19,016 
235 North Dakota State U n iversity $143,594 $83,544 
2 3 8  North Dakota State Col lege o f  Science $55, 164 $7,745 
239 D ickinson State U n iversity $27,625 $2,562 
240 Mayvi l le  State U n iversity $11,920 $8,844 
241  M i n ot State U n iversity $44,596 $7,637 
242 Val ley C ity State U n iversity $19,402 $ 1,456 
243 Botti neau Col lege $8,442 $ 1,264 
244 North Dakota Forest Service $6,858 $0 
250 State Library $22,484 $2,086 
252 School for the Deaf $40,936 $1,623 
253 N.D .  Vision Services $26,394 $1,614 
270 Dept of Career and Techn ical Ed $31,988 $819 
3 0 1  North Da kota Department of Health $200, 1 14 $170,620 
305 Tobacco Prevention $0 $6,079 
3 1 3 Veterans Home $88,294 $0 
3 1 6  I n d ian Affai rs Commission $5,656 $0 
32 1 Department of Vetera ns Affa irs $6,466 $0 
325 Department of H u m an Services $1,428,893 $647,289 
360 Protection and Advocacy P roject $31,648 $0 
380 Job Service North Da kota $2,219 $244,694 



401 Office of the I nsurance Commissioner $0 $55,039 
405 I ndustrial Commission $ 108,472 $9,507 
406 Office of the Labor Commissioner $13,244 $0 
408 Publ ic Service Commission $36,421 $21,435 
4 1 2  Aeronautics Com m ission $0 $7,830 
4 1 3  Department of F inancial I nstitutions $0 $42,027 
4 1 4  Office of the Securities Commissioner $ 11,672 $0 
471  Bank of  North Dakota $0 $191,948 
473 North Dakota Housing F inance Agency $0 $49,699 
475 North Dakota Mi l l  & Elevator Association $0 $12 1,200 
485 Workforce Safety & I nsurance $0 $280,882 
504 H ighway Patrol $ 193,710 $53,939 
530 Department of Corrections and Rehabi l itation $725,255 $37,903 
540 Adjutant General $81,395 $157,101 
601 Department of Commerce $63,766 $19,267 
602 Department of Agricu lture $44,751 $34,429 
627 U pper Great Plains Transportation I nstitute $1,524 $8,234 
628 B ranch Research Centers $23,724 $8,573 
630 N DSU Extension Service $20,656 $20,455 
638 Northern Crops Institute $1, 179 $359 
640 N DSU Main Research Center $25,638 $18,312 
649 Agronomy Seed Farm $0 $1,582 
670 Racing Commission $2,721 $0 
7 0 1  State Historical Society $62,797 $7,579 
709 Counci l  on the Arts $5,478 $0 
720 Game & Fish Department $0 $183,965 
750 Department of Parks & Recreation $59,447 $1,287 
770 State Water Commission $95,622 $15,679 
8 0 1  Department O f  Transportation $0 $ 1,221,406 

State Total $5,299 , 9 34 $4 ,607 ,296 

S ECTION 9 .  APPRO PRIATI O N .  There is appropriated under any funds 
received by the pub l ic employees ret i rement system not otherwise appropriated 
the sum of $22 , 00 0  or so much of the sum as may be necessary ,  to the pub l ic 
emp loyees ret i rement system board for the purpose of Imp lementing th is Act, for 
the b ienn ium beg inn ing Ju ly 1 ,  20 1 3 , and end ing J une 3 0 ,  20 1 5 . 

S E CTION 1 0 . EFFECTIVE DATE .  Section 9 of th is Act becomes effective 
on J u ly 1 ,  20 1 3 , section 8 of this Act becomes effective beg inn ing with the 
month ly report ing period of October 2 0 1 3 and sections 1 ,  2,  3,  4, 5 ,  6, and 7 of 
th is Act become effective on October 1 ,  20 1 3 . "  

Renumber accord ing ly 



Attachment 3 
Amendment Option 8 

PROPOSED AMENDMENTS TO ENGROSSED HOUSE B I LL NO .  1 452 

Page 1 ,  l i ne 2, after "54-52 . 6-02" i nsert "54-52 .6-09, "  

Page 1 ,  l i ne  3, after " i n "  insert "and  employer and employee contrib ut ions under" 

Page 1 ,  l i ne 5 ,  after "system "  i nsert " ;  to provide an appropriation ;  and to provide an  
effective date" 

Page 2, l i ne 1 1 ,  after "�" i nsert "who e lects to participate in the ret i rement plan under 
th is chapter" 

Page 2 ,  l ine 1 2 , remove "who  is h i red after Ju ly 30, 2 0 1 3" 

Page 7 ,  after l ine 26, i nsert :  

"5 .  An el igib le employee who elects to participate i n  the ret i rement plan 
estab l ished u nder th is chapter must remain a participant even if 
that employee returns to another pos ition e l igib le  for participation in 
the pub l ic employees retirement system under chapter 54-52. The 
contrib ution amount must be as provided in this chapter, regard less 
of the posit ion in which the employee is employed . Notwithstand ing 
the i rrevocab i l ity provisions of th is chapter, if a member who elects 
to participate i n  the retirement plan  establ ished under this chapter 
becomes a supreme or district court judge, becomes a national  
guard security officer or firefighter, or becomes a peace officer 
employed by the bureau of crim i na l  investigat ion, the member's 
status as a member of the defined contributio n  ret i rement plan  is 
suspended, and the member becomes a new member of the 
reti rement plan  for which that member's new posit ion is e l igib le, 
un less the member re-elects to participate in the ret irement plan 
estab l ished u nder th is chapter. If a member who elects to 
participate i n  the reti rement plan  estab l ished u nder this chapter  
becomes employed by a pol itical subd iv is ion that part icipates in the 
pub l ic employees reti rement system, becomes a member of the 
h ighway patrol, becomes employed i n  a pos it ion subject to 
teachers' fund for retirement membersh ip, or becomes an  
employee of the board of h igher education or state institution under 
the jurisd ict ion of the board who is e l igib le to participate i n  an  
a lternative ret irement program estab l ished under subsection 6 of 
section 1 5- 1 0-1 7, the member's status as a member of the defined 
contribut ion reti rement plan is suspended, a nd the member 
becomes a new member of the retirement pla n  for which that 
member's new position is el igib le .  The member's  account balance 
remains i n  the defined contribution  ret i rement plan, but no new 



contributions may be made to that account. The member's service 
credit and salary h istory that were forfeited as a resu lt of the 
membe r's transfer to the defi n ed contribution ret i rement plan 
remain  forfeited, and service cred it accu m u l ation in the new 
retirement plan begi ns from the fi rst d ay of employment i n  the new 
positio n .  I f  the mem ber later retu rns t o  employment that is e l igible 
fo r the d efined contribution pla n, and the m ember re-elects to 
pa rticipate in the defined contrib ution pla n  the m em ber's 
s u spension m ust be term i nated, the member agai n  becomes a 
member of the defi ned contribution retirement plan, and the 
m ember's account resumes accepting contribution s .  At the 
m ember's option, and pursuant to rules adopted by the board, the 
member may transfer any avai lab le ba lance as determined by the 
provisions of the a lternate ret i rement plan into the m em be r's 
account under th is chapter. 

SECTION 4. AMEN DMENT. Section 54-52 . 6-09 of the N o rth Dakota 
Centu ry Code is amended and reenacted as fol lows : 

54-52.6-09 .  Contri butions - Penalty. 

1 .  Each p a rticipating member transferring from the pu bl ic  employees 
retirement system u nder sections 54-52-05 and 54-52-06 to the 
d efined contribution plan under th is  chapter shal l  contribute month ly 
fou r  percent of the monthly salary or  wage paid to the pa rticipa nt, 
a n d  th is  assessment must be ded ucted from the participant's salary 
i n  equa l  m onthly i nsta l l ments com me ncing with the fi rst month of 
p a rticipation in the defined contribution reti rement p lan estab l ished 
u nder th is chapter. Participating member contributions increase by 
one percent of the month ly sa lary or wage paid to the part icipant 
beg i n n i n g  with the month ly report ing period of J a nuary 20 1 2 , and 
with a n  add it ional increase of one percent, beg i n n ing with the 
report ing period of January 2 0 1 3 .  Each participating member 
tra nsferri ng from the publ ic employees ret i re ment system under 
sections 54-52-06 . 1 ,  54-52-06.2, and 54-52-0 6 .4 to the defined 
co ntribution pla n  under this chapter s h a l l  contribute an amount 
equa l  t o  the employee contribution rate requ i red u nder those 
sections, and th is assessment must be deducted from the 
pa rticipa nt's salary in equal  month ly i nsta l lments commencing with 
the fi rst month of pa rticipation in  the d efined co ntribution ret i rement 
pla n  estab l is hed under th is chapter. 

2. The emp loyer of a participati ng member transfe rri ng from the pu bl ic  
employees reti rement system u nder  sections 54-52-05 and 54-52-
06 to the defi ned contribution plan under th is chapte r sha l l  
contri bute an amount  equa l  to  fou r  and twe lve-h u n d redths percent 



of the m onthly sa lary or  wage of a partici patin g  mem ber. Employer 
contri b ut ions increase by one percent of the month ly sa lary or wag e  
o f  a p a rt icipating member beg i n n i ng with the monthly report ing  
period of  Janua ry 20 1 2 , and with an add iti o n a l  i ncrease of one 
percent,  begi n n ing with the report ing period of J a n uary 20 1 3 . The 
employer of a pa rticipati ng member transfe rri ng from the pu b l ic 
employees ret i rement system under sect ions 54-52-06 . 1 ,  54-52-
06 .2 a n d  54-52-06.4 to the defined contribut ion plan u nder th is  
chapte r  sha l l  contrib ute an amount equa l  to the employer 
contrib ution rate requ i red under those sectio n s .  I f  t h e  employee's 
contri b ution is  pa id  by the employer under s ubsection 3, the 
em ploye r shal l  contribute ,  in add it ion , an  a m ou nt equa l  to the 
req u i red employee's contribution .  The employer s h a l l  pay monthly 
such contribution i nto the part icipating member's acco unt from its 
fu nds appropriated for payro l l  and salary or any other fu nds 
ava i la b le for such p u rposes. If the employer fa i ls to pay the 
contrib utions monthly ,  it is  subject to a c iv i l  p e n a lty of fifty do l lars 
and,  as interest, one percent of the amount d u e  for each month of 
delay or fract ion thereof after the payment beca m e  d u e .  

3 .  Each e m ployer, a t  its option , m a y  p a y  t h e  e m p loyee contributions 
req u i red by th is  sect ion for a l l  compens at ion ea rned after 
December 3 1 , 1 999 .  The amount paid m ust  be paid by the 
employer i n  l ieu of contribut ions by the employee. I f  the employer 
decides not to pay the contributions, the a m o u n t  that wou ld have 
been pa id  wi l l  conti n u e  to be deducted from the e m ployee's 
com pe nsation . If  contri b ut ions a re paid by the e m ployer, they m ust 
be treated as employer contribut ions in  dete rm i n ing tax treatment 
u nder th is  code and the federal Intern a l  Reven u e  Code. 
Contri b ut ions paid by the employer may not be inc lud ed as g ross 
income of the emp loyee in  dete rm i n ing tax treatment u nder th is  
code and the fed era l I ntern a l  Revenue Code u nt i l  they a re 
d istrib uted or made ava i lable.  The employer s h a l l  pay these 
employee contribut ions from the same source of fu nds used i n  
paying compensation t o  t h e  employee . The e m ployer s h a l l  pay 
these contrib utions by effecting  an equal cas h  red u ct ion in  the 
g ross sa lary of the employee or by an offset a g a inst future salary 
increases or by a combi nation of a red uction i n  g ross sa lary and 
offset aga i nst futu re sa lary increases. Employee contri butions p a id 
by the e m ployer m ust be treated for the p u rposes of th is  chapter in  
the same ma nner and to  the same exte nt as employee 
contribut ions made before the date on which emp loyee 
contri but ions we re assu med by the employer. An e m p loyer sha l l  
exercise its option under th is  su bsection by report ing its choice to 
the boa rd in writ ing .  



4. Any contribution paid by the employer under th is section i n  excess 
of six percent of the month ly salary or  wage of a pa rticipating 
mem ber transferring on or after October 1, 2 0 1 3, from the publ ic  
employees retirement system under sections 54-52-05 a n d  54-52-
06 to the d efined contribution plan u nder th is chapter sha l l  cont inue 
to be paid to the publ ic employees retirement system under  chapter 
54-52. Any contribution pa id by the employer u nder th is section i n  
excess o f  th i rteen and o n e  half percent of the month ly sa lary o r  
wage of a pa rticipating member tra nsferring o n  or after O ctober 1 ,  
20 1 3, from the pu bl ic  employees retirement system under  section 
54-52-06 . 1  to the defined contribution pla n  under th is chapter s h a l l  
conti n ue t o  b e  paid to the publ ic employees ret i rement system 
u nd e r  chapter 54-52. Any contribution paid by the employer u nd e r  
t h i s  section in  excess o f  n ine percent of the month ly sa lary or  wage 
of a participating m ember transferri ng on o r  after October 1,  2 0 1 3, 
from the publ ic  employees retirement system u nder sect ion 54-52-
06.2 to the defined contribution plan under  th is chapte r  s h a l l  
contin ue t o  b e  paid to the pu bl ic employees retirement system 
under  chapter 54-52 . Any contribution paid by the employer u nder 
th is section in  excess of  e ight percent of the m o nth ly salary o r  wage 
of a pa rticipat ing member transferri ng on or  after October 1, 20 1 3, 
from the pu bl ic employees retirement system u nder section 54-52-
06.4 to the defined contribution plan under  th is chapte r  s h a l l  
conti n ue t o  b e  pa id to the pu bl ic employees retirement system 
under  chapter 54-52. "  

Page 8 ,  after l ine 8 ,  insert :  

"SECTION 7.  APPROPRIATION. There is appropriated under any funds 
received by the publ ic emp loyees retirement system n ot oth e rwise app ropriated 
the s u m  of $76 , 000 or so m uch of the sum as may be necessary, to the p u b l ic 
employees retirement system board for the purpose of i m plementing th is  Act , for 
the b iennium beg i n n ing J u ly 1 ,  2 0 1 3 ,  and ending J u ne 3 0 ,  2 0 1 5 .  

SECTION 8 .  EFF ECTIVE DATE. Section 7 o f  th is  Act becomes effective 
on J u ly 1 ,  2 0 1 3 a n d  sections 1 ,  2, 3, 4, 5, and 6 of th is Act become effective on 
October 1 ,  20 1 3 . "  

R e n u m ber accord i ngly 



Atta c h ment 4 
A d m i n istrative Amendment 

P R O PO S E D  AM E N D M E NTS TO E N G ROSSED H O U S E  B I L L  N O .  1 452 

Page 1 ,  l in e  5, after "system" insert " ;  to provide an appropriation ;  and to p rovide an 
effective date" 

Page 2 ,  l i ne 1 1 ,  afte r "j::HaR" i n sert "who elects to pa rticipate in the retirement plan under 
th is  chapter" 

Page 2, l i n e  1 2 , remove "who is h i red after J u ly 30, 20 1 3" 

Page 6 ,  l i ne  3 ,  rep lace "At the time of h i re the" with "The board sha l l  provide an 
opportu n ity for e l igib le employees who are new mem bers of the pub l ic 
e mployees reti rem ent system under chapter 54-52 to tra nsfer to the defined 
contrib ution plan under th is  chapter pu rsuant to rules and pol icies adopted by the 
board . "  

P a g e  6 ,  re move l i nes 4 through 1 0  

Page 6 ,  l i n e  1 1 ,  rep lace "an e l igi b le employee to partic ipate i n "  with "a member of the 
pub l ic  employees retirement system under chapter 54-52 to transfer to" 

Page 6, l i ne  1 2 , replace " I n  the case of an e l igi ble e mployee" with "For  an ind iv idua l  who 
e lects to tra nsfer" 

Page 6 ,  remove l ine 1 3  

Page 6 ,  l ine 1 4 ,  remove "el igi b le employee transferring" 

Page 6 ,  l i ne 1 6 ,  remove "and"  

Page 6 ,  l ine  22 ,  remove "The board sha l l  calcu late the actuaria l  present value of the 
i n d iv idua l 's" 

Page 6, remove l ines 23 and 24 

Page 6 ,  l ine 25 ,  remove "retirement age . "  

P a g e  7 l i ne 3 0 ,  remove "new h i res and"  

Page 8 ,  afte r l ine 8 ,  i nsert: 

"SECTION 6.  APPROP RIATI O N .  There is  appropriated under any fu nds 
received by the p u b l ic employees ret i rement system not othe rwise appropriated 
the sum of $22 , 000 or so m u ch of the sum as may be necessary, to the pub l ic 
e m p loyees ret i rement syste m board for the purpose of imp lementing this Act, fo r 
the bien n iu m  beg i n n i ng J u ly 1 ,  20 1 3 , and ending J u ne 3 0 ,  201 5 .  



S ECTION 7. EFFECTIVE DATE. Section 6 of th is  Act becomes effective 
o n  J u ly 1 ,  2 0 1 3  and sections 1 ,  2, 3, 4, and 5 of th is Act become effective o n  
O ctober 1 ,  20 1 3. "  

Renum ber accord ingly 
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Testimony Regard ing House Bi l l  1 452 
Before the Senate Government and Veterans Affairs Committee 

Stuart Savelkoul, Executive Director, NDPEA 
March 7, 20 1 3  

Good morning Chairman Dever and members of the committee. My name is Stuart Savelkoul and I am the 
Executive Director of the North Dakota Public Employee Association. I am here today representing the interests 
of public employees across the state of North Dakota including the 2,600 members of N DPEA. At first glance, 
this b i l l  seems innocent enough. Its sponsors claim that our state employees should have a choice: whether to 
participate in the defined benefit plan or whether to have an individualized defined contribution plan. NDPEA has 
a c lear position on this subject and it is one that dictates our strong opposition to House B i l l  1 452.  Our reasons are 
both phi losophical and fiscal in nature. 

This bi l l, if passed, would offer the employee a choice. However, NDPEA would argue that a retirement 
dependent upon a DC plan is inferior in security and benefit to that provided by a DB plan. To put it simply, these 
options aren't equal and therefore we hope that you will  give this bi l l  an unfavorable recommendation in an effort 
to prevent individuals from making a choice they are likely to regret. 

North Dakota's  state employees have been given the option to opt out of their retirement p lan in the past. During 
the 1 980's  the stock market was doing wel l  and some people were clamoring for the opportunity to control their 
investments under the belief that they could outperform the pension fun�. They were given this choice, and so 
great was the remorse that, in 1 987, the legislature passed a bi l l  that al lowed them to buy their way back into the 
main plan. ln 1 999, unclassified employees were given this choice; NDPERS has evidence to show that few DC 
plans belonging to employees have outperformed the main plan over the last 1 4  years. ln fact, if given the 
opportunity to return to the main plan, I am aware of at least 50 of those individuals who made the switch in 1 999 
who would take you up on the offer. 

Defined Contribution Plans are inferior to Defined Benefit Plans (pensions) for several reasons: 

• 40 1 (k)s were never meant to replace pensions 

• DB Plans provide secure and h igher retirement benefits 

• DB Plans are managed by financial experts 

• DB Plans lower costs with pooled risks 

• DB P lans don't age 

• DB Plans boost the economy 

Finally, if future employees were to opt out of the main plan, this bi l l  would have a negative fiscal impact on 
N DPERS. This b i l l  has the potential to shuffle dol lars away from the main plan and into these individual 
accounts. The testimony offered by N DPERS indicates what increases wil l  need to happen to current 
contributions if this bi l l  is passed in its present form. So, in essence, every individual who makes this poor choice 
wil l ,  in a sma l l  way, hurt the fund that is meant to provide benefits to everyone who does not make this election . 
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2013 Ho use B i l l 1452 

Test i m o ny by Brenda Schlomer, C la ims Adj uster/WSI 

M a rch 7, 2013 

M r. C h a i rm a n, Mem bers of the Comm ittee: 

My name is Brenda Schlome r and I am giving testi mony in  o pposition of H B  1452 a nd req uesting 

a m e n d ment.  

M y  reason fo r being here today have everything to do with being a State Em ployee fo r that past 27+ 

years .  I bega n working fo r WSI at the age of 22, which was i n  1985.  Litt le d id I know at that t ime that 

WSI would beco me my career.  27 yea rs later I a m  sti l l  a ded icated, l oya l state employee he lp ing i nj u red 

workers t h rough the wo rkers com pensation process, a nd who was looking forward to ret irement with 

the R u le of 85.  This had bee n my q ream for a l o ng time. I calcul ated out the yea rs I would need to work 

· a nd how o ld I would need to be before I co uld a p p ly that rule to myse lf. 

Some years back I co ntacted P E RS about buying yea rs of service to see if it was affordable and to get me 

closer to the R u l e  of 85 a bit sooner. I sent them the req u i red pa perwork and within the same day I 

received a disturbing phone ca l l  from P E RS asking me what I tho ught I was doing? What d id I wa nt? 

was i n formed that I was NOT E L I G I BLE to buy yea rs of service, a nd I was N OT E LIG I B LE for the R u le of 85 

beca use I was in  the Defined Contribution P l a n .  

O v e r  t h e  course of t h a t  d a y  and days, a nd weeks, and months t o  fo l low i t  h a s  beco me crysta l  c l e a r  that 

the leaders and H R  department of WSI's then admin istration i n  1999, did not present c lear o r  true 

i nfo rmation, they did not have the wel l-bei ng, or  best inte rest of their  emp loyees i n  m i nd, nor  did they 

provide ed ucation necessa ry to make this l ife cha nging decis ion.  The decision I made cost me my d re a m  

o f  reti rem ent.  The Defi ned Contribution P l a n  i n  m y  o pin ion i s  not a viable ret irement o pt ion.  W h e n  I 

rece ntly met with my fi nancia l  p lan ner, I was told that ! "m ight" have enough funds to retire for about 7 

years tota l .  The n I better p lan  on working aga in,  or p utting off ret irement u nti l  I put a nother 27 yea rs i n  

with t h e  State of Nort h  Da kota . This is not a ret irement p l a n .  

I ca n n ot describe m y  s leepless nights, m y  tea rs, my frustratio n s  over this terrible m ista ke that I made.  

It's c lear that I wo uld  not wa nt to see a nyo ne e lse make this same decisio n a nd if H B  1452 were to be 

a m e nded to a l low people who made such a decision in  the past to come back in  to the Defined Benefit 

P l a n, then th is would give me the opportunity to reti re someday . 
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2013 House Bi l l  1452 

M a rch 7, 2013 

Good Morni ng, Mr. Chairman and Members of the Comm ittee, my n a m e  is Becky Paul ,  I am a 

Ut i l iz at ion Review N u rse at Workforce Safety and Insurance (WSI} a n d  I a m  here today to 

testify in opposition of H B 1452 in its present form and req uest it be amended.  

I h ave been working for WSI  s ince 1996 under contract as a n u rse. It was i n  2001 that  WSI  h i red 

me o n  as a State employee of North Dakota . At th is t ime of h i re to the state with WSI, they 

offered the Defi n ed Ben efit Retirement P rogram a long with the  Defi ned Contribution 

Retirement- P rogram with l itt le  explan ation of each progra m; this was due to short time to 

m a k e  a decis ion . I trusted our emp loyer to provide guid ance d u ri n g  the decision mak ing 

p ro cess, and with lack of  i nformation provided to me, I felt rushed a n d  confused . I n  a dd it ion to 

t h i s  I felt pressu red that the Defined Contribution Progra m was a oneti m e  opportu n ity a n d  was 

t h e  b est choice to m a ke.  My husband is  a state employee and he is in the Defined Benefit 

Retirement P rogram .  

I d o  n ot recommend t h e  long term e m ployees with t h e  State o f  Nort h  Da kota, a n d  a lso who 

p l a n  on m a king  a long career with the State of North Da kota, to transfer to the Defined 

Contri b ution p lan in exch a nge for giving  u p  a pension retirement p lan  as th is  would  be a 

m i st a ke.  I wou ld l i ke the House B i l l 1452 to be amended to a l low people who made the 

d ecis ion of the  Defined Contribution Retirement Program in the past to be a b le to have an 

o p p o rtu n ity to be offered the Defi n ed Benefit Retirement Progra m .  Th is  wi l l  a l low me to be 

ab le  to reti re someday. Tha n k  you for you r  t ime and consideration . 

S incere ly, 
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H B  1452 

Dear M r. Cha irm a n  and Members of the Co m m ittee, my name is Diane Weide, I am a paralegal  at 

Wo rkforce Safety and I ns u ra nce (WS I ) .  

I bega n m y  em ployment with WSI in  1997.  I n  1999, Legis lative actio n removed WSI fro m t h e  control  o f  
the Governor o f  N o rt h  Da kota and placed u s  u n d e r  t h e  control o f  a n  Age ncy Board . WSI staff w a s  to ld  
at that  t ime if we p l a n n ed to be with WSI fo r any le ngth of t ime i t  wo u l d  be i n  our  best i nterest to 
re move o u rselves from the Defi ned Be nefit Retirement F u n d  a n d  e n ro l l  i n  the Defi n e d  Contri b ut ion 
F u n d .  

M a nagement a t  t h e  t i m e  w a s  n o t  fo rthcoming with a l l  t h e  fa cts. I t  has rece ntly c o m e  t o  my atte ntion 

that they had a lterna tive motives a nd it was not in  the best i nte rest of WSI staff. This lack of 

information and u n d e rsta nding of what was truly h a p pening is now affecti ng m y  fut u re .  

I have invested a n d a m  p ro u d  t o  say I have worked a t  WSI fo r t h e  past 1 6  years.  M y  p l a n  is to co nti n u e  
t o  serve the inj u red worker, e m p loyer a n d  t h e  State o f  N o rt h  Da kota fo r m a n y  m o re yea rs.  I a m  ask ing 
yo u to p lease consider a me n d i ng H B  1452 to inc lude the opport u nity fo r em pl oyees to ret u r n  to the 

Defi ned Benefit Retirement P l a n .  

I w o u l d  a s k  t h a t  yo u p lease a m e n d  H B  1452 and provide yo u r  s u pport fo r the amended b i l l .  Th a n k  yo u 
fo r yo u r  atte ntion to th is  matter. 

Sincerely, 

��& 
Diane We ide 
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20 1 3  House Bill No. 1 452 
Testimony Before the Senate Government and Veterans Affairs Committee 

Cade Jorgenson 

March 7, 20 1 3  

Mr. Chairman, Members of the Committee : 

Good morning; my name is Cade Jorgenson, an employee and manager with Workforce Safety 

& Insurance. I am providing testimony in opposition to HB 1 452.  I support amending this bi l l  

to allow defined contribution plan members to opt back in to the State's defined benefit program. 

In 1 999 I had been employed as a full time equivalent employee with North Dakota Workers' 
Compensation Bureau for several months when faced with the decision to remain enrol led in the 
State's defined benefit (pension) plan or elect to enroll  in the defined contribution (DC) plan. 

Considering such variables as the significant historical employee turnover at the agency 

(especially within the management ranks), my general knowledge of the stock market, and 

(limited) information afforded to me by the agency, I chose the road wel l-traveled by many of 
my colleagues, electing to enroll  in the DC plan. 

My decision should serve as a tale of caution for those who may be granted that same choice. 
Currently the North Dakota Public Employees Retirement System estimates my retirement plan 
value as around half--just 50% or so--of the comparative value I would receive through the 
standard pension plan. My investment company (initial ly Fidelity and currently TIAA-CREFF) 

is chosen for me, as are the pre-approved mutual funds I may invest in. While the pre-approval 

process is a nob le goal and is intended to provide participants protection from investing in 
potentially unsound funds, unfortunately my allocations have been adversely impacted more than 
once as I chose to enroll  in pre-approved funds that were later restricted by the State's overseers 
due to poor fund management or mis-management. As a result, the protection intent and my 
resulting returns both ended in fai lure. 

I have been treated well as a State of North Dakota employee. I value my job and the abi l ity it 
grants me to serve as a public servant. I have been contributing significant additional savings for 

retirement in an attempt to mitigate what to date has been a DC plan tragedy that I believe no one 
intended or saw coming. Unfortunately, despite significant additional personal savings the 
retirement gap remains particularly daunting. 

I respectfully ask the committee to sincerely consider amending this bil l  in the interests of 
fairness. Workers' compensation employees made their DC elections with the knowledge that 
we were not classified employees. While this eliminated certain employment protections in an 

uncertain work environment, it also allowed for pay scales beyond that of other State employees 

within classified service and carried the expectation that annual bonuses or merit increases would 
be wel l  beyond the constraints of the classified service. In other words, there was both risk and 
reward. Unfortunately, when Workforce Safety & Insurance was brought back into classified 
service by state referendum, the DC plan/employee situation went unaddressed, leaving 
employees holding the risk without the benefit of the rewards . 

I implore this committee to strongly consider correcting the grievous inj ustice of a 50% 
retirement benefit value for those few public servants caught in this  unsuspected inj ustice and I 
sincerely thank you for that consideration in amending this bil l  to that end. 
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3-7-13 

Dear N o rt h  Da kota Legisl ators: 

I am not a b l e  to attend the comm ittee meeting today, but would l ike to send th is  note fo r yo u r  

considera tio n . 

1 h ave worked fo r Wo rkforce Safety & Insura nce since 1994 a n d  cu rrently serve N o rt h  D a kota as a Senior  

C la ims Adj uster fo r the agency. 

1 b e l ieve t h at the state employees i m pacted by the p revio us e lection fro m t h e  Defi ned Be nefit to the 

Defi ned Contribution p lan deserve to have the m atter reviewed. 

W h i l e  I understand that when the e lection was made to move fro m one ret i rement plan to a n other, we 

were req u i red to sign and e lect th is, it now a ppears that we were not given a l l  the i nfo rmation needed 

to m a ke the best decision prior to m oving from one plan to a nother.  Also, I u nderstand, that a s  with a ny 

choice, there w i l l  be adva ntages a n d  d isadvantages of bot h .  

I bel ieve a n e w  e m p loyee t o  state gove rnment is given the o pt ion at the start of e m ploy.  I would h o p e  

that  t hey a re given better i nfo rmation today at the sta rt of the ir  em pl oy t o  m a ke a n  i nfo rmed decis ion 

so that t hey could reti re as a state employee at a t ime they fee l  necessa ry for their  needs . 

It wou ld seem appropriate to affo rd t hose i m pa cted by the previous move the same oppo rt u n ity if the 

Defi ned Benefit pla n is  actua l ly  the better p lan  for their  retirement situation .  

Thank you for yo u r  atte ntion t o  th is  matter. 

R�n. B ismarck ND (: 
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G o o d  M o rning, M r. Chairman and M e m be rs of the Comm ittee: 

My n a m e  is Susan Lackman.  I have been employed with Workforce Safety & I nsura n ce as a Cla ims 

Adj u ster since January 1994. I a m  here to testify aga inst H B  1452 in  its present form . H B  1452 should be 

a me nded to a l low peo ple who previously opted out of the Defi ned Benefit p lan, the o ption to come 

b a c k  i nto the Defi ned Benefit p lan .  

U nfo rtu nate ly, I made the decision in  Dece mber 1999 to opt out of  the Defined Benefit p lan.  I never · 

rea l ized the fu l l  i m pact of that decision u ntil  a bout 15+ years later. I discove red the R u le of 85 does not 
a p p l y  to me and I no longer have the option to purchase yea rs of service if I had a n  opportun ity to do so. 

F u rt h e r, whi le ma nage ment of my own retirement funds sounds l ike a good thi ng, it truly is not. Here 
a re a few reasons why it is not a good p lan:  1) I am not a fi nancial p lanner or advisor. Whi le I have a b it 

of a n  u n dersta nding of the stock ma rket, m utual  funds, etc., I don't have the expertise or time to 

m a nage my own retirement fu nds in order to maximize my return. 2) I have no choice as to the 

F inanc ia l  Company where I could put my funds in because I am o n ly a l lowed to use the company 
selected by ND P ERS via an RFP.  3) Moreove r, with the fi nancial firm selected, I a m  a lso l imited to 

specific funds within the compa ny. 

Again, I ask this committee to a mend H B  1452 to a l low people who o pted o ut of the Defined Benefit 

P l a n  to return as this would a l l ow for a m o re sta ble and equitable retirement o ption.  I don't want to see 
a nyone e lse make the same mista ke that I did when I removed myse lf from the state pension plan, 
thereby sacrificing my future fi nancial  sta bi l ity du ring my retirement years. 

Tha n k  you fo r your time a nd consideration, 

Susan Lackm a n  Date 



• 
M r. Cha irman a n d  m e m bers of the comm ittee, my name is Cheri B rynjolfson . 

I h a ve been a C la ims Adj uster with Workforce Safety & I nsurance (WSI )  for the p ast 1 7  years. 

I a m  in d i rect op pos ition to H B 1452.  I am writi ng this testimony on my own time and ac­

cord . But I a l so know I do not sta n d  a lone.  

I was p a rt of the fi rst gro u p  that was given a n  opport u n ity to switch from t h e  Defined Bene­

fits ( D B) reti rement p l a n  to Defined Contri b utions (DC) .  I n  1999, North Dakota Workers 

Com pensation (now WSI )  was no longer u nder the Governor, we were no longer a c lassified 

agency, a n d  we were told that  future of our  agency was moving towa rds privatization .  Our  

e m p loyees were presented with the option to change t h rough a n  i nformati o n a l  meeting 

p rovided by our  H u m a n  Resou rces Depart m ent .  The tone of the message was loud a n d  

c l e a r, i f  you were n o t  p l a n n ing  on retir ing i n  the very near  futu re, you N E E D  to change.  O r  

w e  wou l d  be a t  risk for losing our  financ ia l  future if w e  d id  not make the cha nge to the D C  

p l a n .  S ince I had on ly worked there a couple  o f  yea rs, I m a d e  the switch. 

I h ave now learned that the reason for offering the cha nge i n  the first p lace came beca use of 

the d es i re for some .executive members of N DWC (now WSI )  who wanted the porta b i l ity. 

But  to ga in  the su pport in the legislatu re, to m a ke th is  ch a nge h a ppen,  they n eeded to show 

a s ign ificant n u m ber of emp loyees wa nting the change.  

Thus t hey sold us on th is  message. I bel ieved they h a d  our  best interests at h e a rt, not self 

• servi n g  i nterests, a n d  I switched from DB to DC p l a n .  

• 

We were not aware that the North Dakota P u b l ic Retirem ent System ( N D PERS) offered 

testi mony AGAINST this b i l l  back i n  1999 as  they did not feel that it was in the best interest 

of sta t e  emp loyees to move out of the DB p l a n .  If we had been presented with th is  infor­

m atio n  I, a long with many others, wou ld not h ave made the change to the DC p l a n .  

N ow is  the ti m e  rectify t h is s ituation .  S ince w e  a re now b a c k  u n d e r  t h e  Governor a n d  we 

h ave been reclassified, I a m  asking for the opport u n ity to cha nge back to t h e  DB p l a n .  

The s u pporters o f  H B 1452 h igh l ight t h e  need for "choice". I f  that is true, why would  you not 

a l low t h e  cho ice to switch back? Please a mend H B 1452 to a l low the choice for existi ng 

m e m bers to switch back to DB.  

If  t h is a m endment is not granted, I wa nt this  b i l l  K I LLED.  I do not wa nt fut u re emp loyees to 

m a ke t h e  same choice I d i d  and regret it. 

I u rge you M r. Cha irman a n d  members of the comm ittee to hear  our story a n d  read o u r  

words a n d  do the right t h i ng. Show us that you va lue  our  com m itment a n d  ded ication for 

o u r  yea rs of service . 

Respectfu l ly, 

Cher i  B rynjolfson 



• 
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2013 House Bi l l  No. 1452 

Testimony Before the Senate Government and Veterans Affairs Com mittee 

March 7, 2013 

M r. Cha irman,  M e m bers of the Com m ittee :  My n a m e  is Jason Doerr. My wife is  cu rrently 

u n d e r  the Defi n ed Contri b ut ion Retirement system which HB 1452 i s  att e m pt i n g  to offer to 

other new h i res a n d  e l ig ib le  state e m p loyees to part ic ipate i n  with a o n e-ti m e  select ion .  As t h e  

H B  1452 i s  written,  I wou l d  have to reco m m e n d  a d o  n ot p a s s  on th is  b i l l .  The reason s  for m y  

reco m m e n d ation are a s  fo l lows : 

W h i l e  the Defined Contri b ut ion p l a n  has  not been the most l ucrative return on i nvestment a nd 

the exist ing  P u b l ic E m ployee Retirement System seems to h ave been t h e  better ret irement 

choice d u ring  t h e  l ast few yea rs, t h e  b i l l  as written a ppears to p lace a l l  n ew h i res with a 

d a u nt ing decis ion of e lecti n g  to p a rt ic ipate i n  the  Defi n ed Contri b ut ion p l a n  vers u s  the d efa u lt 

P u bl ic  Em ployees Ret i rement  System.  I n  a n ew h i re situation,  t h e  e l igi b l e  e m p loyee would 

have to m a ke the i rrevoca b le  e lect ion with i n  the first 30 d ays of com p let ing the i r  p robatio n a ry 

period of e m p loyme nt a n d  identify whether to partici pate i n  t h e  Defi n ed Contribution p l a n  or 

not.  I be l ieve a n  e lect ion so soon after their  h ir ing wou l d  be done without a fu l l  a p p reciation of 

the  r isks and benefits t h ey a re d eci d i n g  upon for their  long term reti rement p l a n n i ng.  I be l ieve 

the  e l igi b l e  e m p loyee u n d e r  these c ircumsta nces wi l l  rather  d efau lt  to t h e  P u b l i c  E m p loyee 

Retirement Syste m  by not m a ki n g  a selectio n .  Also the b i l l  i s  u n clear  whether o r  not the n ew 

h i re a s  a n  E l ig ib le  E m ployee d efined i n  the  b i l l  as a permanent state e m ployee wi l l  sti l l  have the 

opt ion to e lect to p a rt ic i pate i n  the Defined Contribution p l a n  at a ny t i m e  after the  

probationary per iod.  

If m u lt ip le  con gru ent state ret irement systems a re p l a n n ed to cont i n u e  i n  the fut u re for an 

e m ployee, th is  b i l l  should p rovid e  methods to tra n sfer between t h e  m u lt i p l e  ret i rement p l a ns .  

By  mak ing  th is  e lect ion irrevoca ble, th is  b i l l  does  not  a l low for a n  e m ployee to correct a o ne­

t ime wrong e lect ion other t h a n  self-term i n at ing their  state e m p loyment.  Also, with m u lt ip le  

ret irement systems, I q uestion whether  the  two ret irement systems ca n m a i nt a i n  com p a ra bi l ity 

as it relates to fu n d i n g  a n d  benefits received if th is  b i l l' s  e lection is  to o n ly p a rt ic i pate in the 

Defined Contr ibut ion p lan .  For exa m ple, it a p pears there is a fu n d i n g  i n e q u ity between t h e  two 

retirement systems in rega rd to the d isab i l ity ret irement ben efit a n d  the supp lementa l  

retirement savi n gs i ncentive.  The P u b l ic E m p loyee Reti rement Syste m  a p pe a rs to receive 

e m p loyer's contri but ion w h i l e  the Defined Contrib ution p l a n  does not receive t h e  same 

equ itab le  fu n d i n g  from t h e  e m p l oyer. Unt i l  perceived com p a ra b l e  treatment  is  reached 

between the two p l a ns, I do not bel ieve the  new e m p loyee o r  e l igi b l e  e m ployee wi l l  h ave a ny 

i ncentive to e lect to p a rtici pate i n  the Defi ned Contri b ution p l a n .  

I be l ieve th is  b i l l  a s  written is  u rging participation i n  t h e  Defined Contribution p l a n  but  i t  w i l l  not 

provid e  the n ew h i res o r  e l igi b le  e m p loyees the i n centive to p a rt ic ipate i n  t h e  Defi n ed 

Contribution p l a n  a n d  therefore should  not become a statute .  If it is t h e  i ntent to m a i nta in  for 

future new h i res to o n ly p a rt ic i pate i n  the Defined Contribution ret irement p l a n ,  th is  b i l l  shou ld  

be a m e n ded c learly stati n g  the  transit ion.  S incere ly, Jason Doerr 



H B  1452 
Testimony before the Government and Veterans Affairs Committee 

Connie M. Johnson, State of North Dakota Employee (former employee of Workforce Safety & Insurance) 

March 7, 2013 

Good m o rn i ng M r. Chairman and M e m bers of the Co m m ittee :  

M y  n a m e  is Co nnie J o hnson, a n d  I a m  a State e m p loyee. This testimony w a s  com posed jointly b y  m yself and Shere e  

Schafe r, a fe l low State e m ployee, as w e  both share t h e  s a m e  o p i n i o n  o n  t h i s  m atte r. I a m  i n  support of House B i l l 1452 

provided that there be an a mendment that a l lows State em ployees who a re in the Defi ned Contribution P lan to m ove 

back i nto the Defined Be nefit P lan .  Having 24 yea rs and 19 yea rs respectively of service with the State of N o rth Da kota, 

we both a re p roud to serve o u r  great State and its residents. Along with our years of service, we a lso have a strong sense 

of ded icatio n and com m itment to State G overnment. I n  our fut u re, after com p leting a lo ng-sta nding and ded icated 

career with the State of North Da kota, we a ntici pated having a retirement plan that included a pension that would assist 

us in o u r  retirement yea rs. In 1999, WSI em ployees were given the opportunity to te rmi nate m e m be rship in  the Defined 

Be nefit P l a n  and become a participating me m be r  in  the Defi ned Contribution P lan .  When this was occurri ng, we fo und 

o u rse lves tasked with m a king a decision in  a short timefra me whi le not  fu l ly u nde rsta nding the ra m ificatio ns of our  

d ecision .  The fact that  the option to m ove out of the Defi ned Benefit P lan was being prese nted to us was confusing. 

F u rt h e rmore, we trusted o u r  e m p loyer to give us guida nce t h rough the decision-ma king process - b ut, due to a lack of 

i nfo rmation provided by WSI, we o n ly fe lt more frustrated and confused. Addition a l ly, we felt pressu red and swayed as 

the transfer to the Defined Contribution Progra m was presented a s  a "one-t ime o pportun ity" and thus viewed by us a s  a 

smart choice to make.  We d id not ful ly u ndersta nd the magnitude of giving u p  the Defined Benefit Retire ment P l a n -

a n d  u lt im ately a pension d u ring retirement. I a m  e m ba rrassed to a d m it that it was yea rs later before I fu l ly  understood 

what I had done.  If e m p loyees with the State of North Da kota a re given the choice to partici pate in either the Defined 

Be nefit o r  Defi ned Contributio n p lan  - I  would advise them to investigate the decision very thorough ly - I wo uld not 

want them to m a ke the decision b l ind ly l i ke I d id - beca use if they choose the Defined Contribution P l a n  and p lan  on 

being a l o ng-te rm e m ployee of the State and possibly retiring with the State, t hey a re giving u p  a pension retirement 

progra m .  As for t hose of us who made this cho ice without fu l ly understa nding it, we respectfu l ly request that H B  1452 

be a mended so we a re given the opportunity to tra nsfer back into the Defined Benefit P la n .  By doing so, those of us who 

have e njoyed a lo ng-sta nding, ded icated career with the State of North Da kota can have o u r  pension retirement  benefit 

/1 
restore d .  Tha n k  you for your t ime and your consid e ratio n .  / -/ 1 J / I / 

Qrum � LVwU;ffyJ�� 



• Good m o rn i ng M r. Cha irma n and mem bers of the comm ittee. My n a m e  is Trisha Tosseth .  I am an 

a d m i n istrative a ssistant at  Workforce Safety & I nsurance {WS I ) .  I h ave worked at  WSI  {formerly 

N orth Da kota Workers Com p ensation Bure a u )  s ince 1994. My written testi mony is  to oppose H B  

1452 a s  it c u rrently sta nds.  I wou ld,  however, b e  i n  support of th is  b i l l  shou ld  a n  amendm ent b e  

added t o  a l low employees who opted out of the defined benefit p l a n  t h e  opport u n ity t o  come b ack 

i nto t h e  d efi ned benefit p l a n .  

When I s igned u p  for the d efi ned contribution p lan in 1999, I w a s  n ot p rovid ed sufficient 

i nform ation to make a n  i nformed decisio n .  I d id  not realize that I was forfeit ing a pension or would 

n ot h ave signed u p  for this p l a n .  I was u n der the im pression I wou ld lose my retirement benefits 

when WSI  p rivatized . I reca l l  the Ad m i n istration of North Dakota Workers Com pensation 

support ing this p lan  and i n d icating it would be my best option. I trusted their  advice. 

I a m  ask ing for you r  support i n  amending HB 14521 to a l low the opportun ity for e m ployees to opt 

back i nto t h e  d efi ned ben efit p l a n .  

Tha n k  y o u  for you r  consideration . 

3 - 7- 1 3  ��o. \� • Signature Date 

• 
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f)L-
Test i mony for H B  1452 

Mr. C h a i rm a n  a nd Mem bers of the Com m ittee, my name is AI Schmidt.  I have been emp loyed with the 

State of North Dakota, specifica l ly, Workforce Safety & Insura nce, fo r 15 years. I o ppose HB 1452 i n  its 

p resent form, and recommend a me nd ments to provide equity in ret irement benefits. 

In 1999, I, as an emp loyee, of Workforce Safety & Insura nce, (WSI), was advised by the a d m i nistration, 

a t  that  t ime, of a choice between two pla ns, the Defined Be nefit P l a n, a nd the Defi ned Contribution 

P l a n .  Whether I wa nted N D P E RS/State I nvestment Board, ( Defined Be nefit P lan), or Fidel ity, ( Defi ned 

Contribution Plan) to invest my ret i rement funds. When I inqu i red a bout the choice d ifferences, I was 

adv ised al l  N D  State benefits sti l l  a p p l ied to me, a nd that I was o n ly choosing which entity was going to 

i nvest my ret i rement funds. D u ring th is time, it was voca l ized, by the Administration, at that t ime, that 

W H E N  the Agency is privatized, rather than be a State Agency, the F idel ity Defi ned Contribution P lan  

was portable . At  that t ime, I was  a lso a no n-classified State em ployee beca use Workers Co m pensation 

was n ot u nder the control  o f  the G overnor. The picture, as p resented to me, was c lear.  I chose the 

Defined Contribution P lan w it h  F idel ity. Aga i n, I inquired a bout the two plans a nd was not advised at 

a ny time that I was giving u p  the Rule of 85, Disa bi l ity Benefits, and the o p po rtun ity to buy ea rly 

reti re m e nt.  

In 2009, when WSI was p laced back u nder the Governor, a nd was NOT privatized, d id I rea l ly look a t, a n d  

com p a re, t h e  two pla ns, s i d e  b y  side.  I was consumed with disbel ief when I found out what I had lost by 

choosing the Defi ned Contri b ut ion P lan  . 

After  15 years with the State of Nort h  Dakota/WSI, a nd a job I e njoy, I have no viab le ret irement pla n .  I 

was now a classified State e m ployee, subject to the constra ints of H R MS a nd the State's classifications 

a nd sa lary ca ps, but I did not have a retirement plan.  

I 've bee n ove rwhel med with concern a nd worry a nd can't begin to exp ress the perso n a l  impact �his 

decis ion has o n  me. How am I go ing to reti re? Maybe someday, when I 'm ve ry o ld, I may h ave that 

o p port u n ity. So, today, I ask fo r yo u r  help in  cha nging my outcome. 

M r. C h a i rm a n  a nd Comm ittee M e m be rs, I ask for a one-time o p po rt u n ity, to a l low m e  to h ave a v iable 

ret irement p lan with the State of Nort h  Dakota .  I respectfu l ly ask for you r  he lp  i n  a l lowing me to choose 

the State of North Dakota's Defi ned Benefit P lan .  

Tha n k  yo u . 



Brockel, Susan M . 

• To: 

Subject: 

sbrockel 
RE:  testi mony 

. ,  

-----Orig ina l  Message-----
Fro m :  sbrockel [mai lto : ksbrocke l @ bis .m idco. net] 
Sent:  Wednesday, M a rch 06, 2013 9 :08 PM 
To : Brockel, Susan M .  

Subject:  test imony 

2013 Ho use B i l l  N o . l452 

Test imony by 

Susan Brocke l, C ustomer Service Rep.  

M a rch 7, 2013 

M r. Cha irman, Members of the Comm ittee:  

M y  n a m e  is  Susan Brocke l and I a m  giving testimony in o pposition of  Ho use B i l l  N o . l452 

e a n d  req uesting a mend m e nt. I wo uld  love to see my fel low co-wo rkers a nd I the 

o pport u n ity to pick the retirement that is best for our ind ivid ua l  needs now that we 

have a l l  the correct i nfo rmation.  The passing of t h is bil l  would give us the security to 

ret i re someday. It would be i n  the best interest of o ld a nd new e m p loyees to have a choice.  

Tha n k  you 

Susan Brockel 

• 
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2013 House Bi l l  1452 

Test imony by Den ise Kienz le, Cla ims Adjuster/WSI 

M a rch 7, 2013 

M r. Cha irm a n, M e m bers of the Com m ittee : 

My name is Den ise Kienzle and I a m  giving testi m ony in o pposition of H B  1452 a nd req uesting 

a mendme nt. 

I have been a loyal and ded icated state e m ployee for over 22 years. In 1999 the leaders and H R  

department o f  WSI's then a d m i n istration presented t o  us what is now cal led t h e  Defi ned Contribut ion 

P l a n .  They d id  not  p resent a ny c lear  o r  t rue i nformation, they did not  inform a ny of us how t h is would 

play o ut, they did not i nform a ny of us that we would not be considered u nd e r  the Ru le  of 85.  

Two yea rs ago, I was i nfo rmed from a nother state e m ployee that when I wo uld retire, I would have to 

figure out what to do with what l ittle bit I have left. We were never to ld that when the m o ney is gone it 

is gone, u n l i ke other state e m ployees i n  the Defi ned Benefits P lan, who o nce reti red, cont inue to receive 

benefits unt i l  the day they a re no lo nger on this  earth.  

We were l ied to and p ressured into ma king a very rush and i l l  i nfo rmed d ecision.  I nformation was 

withheld and we were l ied to ! 

The way t h i ngs sta nd; I w i l l  never be a ble to reti re, as I wi l l  not be a b le to l ive if I do.  

I bel ieve the o n ly fa ir  and just t h i ng for the state of North Da kota is to a mend H B  1452 to a l low t hose 

employees that were u nfa i rly treated, l ied to, and pressure i nto m a king a i l l- informed decisio n  to be 

a l l owed to come back in  to the Defined Benefits P lan, without a ny pena lties, so that we too can 

someday e njoy the o p po rt u n ity to retire l i ke other state e m ployees . 
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2013 House Bi l l  No. 1452 

Testi mony by 

Patty G leich, Claims Technic ian 

March 7, 2013 

M r. C h a i rm a n, Membe rs of  the Com m ittee:  

M y  name i s  Patty G leich and I a m  giving test i m o ny i n  opposit ion of  House Bi l l  No.  145 2 and req uesting 

a m e n d m e n t .  

I a m  proud o f  m y  28 years of service t o  the state b u t  I a m  not proud of the events that took place in 1 999 

when the Defined Contribution Plan was i ntroduced to W S . I .  employees and how it was presented . I t  

was presented as a "rosy future" for u s  because we were told "there was a lot of money being made i n  

t h e  stock market " W e  were never g iven t h e  whole b i g  picture. A s  I recal l  w e  were o n l y  in  meetings 

about  Defi ned C ontribution but  never a bout Defined Benefit I never remember North Dakota P . E . R . S  

coming i n  for a meeting to inform us o f  the repercussions if  we switched. 

I made a very bad choice. I feel very naive as I tel l  you today I honestly d id not know u nti l  very recently 

that I gave u p  the " R u le of 85" or the fact that if I accepted employment at a nother state agency I wou ld n't 

be g iven the opportunity to opt back in to the Defined Benefit plan. W. S . I .  employees were n ever g iven 

a l l  the i nformation to make a smart choice. So in the process some good hard-working and honest 

people have g iven up their hope and d reams of actually being able to retire. 

P lease put you rself in our shoes. What if you worked your whole l i fe and were never able to retire? 

Th i s  is our  rea l ity . This is the reality of you r decisions here today. Please take them to heart. You now 

have a cha nce to right a wrong .  

This is our l ivel ihood. We have served North Dakota proudly with our  dedication and loyalty and we 

deserve to be able to walk away in our later years with a sense of satisfaction and security. We have 

served this state and I plead with you to serve u s  back . 



• w 

Please oppose this b i l l  as w ritten and seek changes that wou ld  a l low the State employees the opportunity 

to opt back into the Defined Benefit plan. 

Thank you for your time in al lowing me to tel l  my story. 

S i ncerely, 

Patty Gleich 



• 
M r. Cha i rman and  mem bers of the Comm ittee 

I have been a n  emp loyee of Workforce Safety & I n su rance s ince Nove m be r  of 

1994. My concern in writ ing to you today is in rega rds to H B 1452. 

When the Defi ned Contri but ion ret i rement p la n was presented to employees at 

North Da kota Workers Compensation, it was presented by Executive 

Ma nagement and  the H u ma n  Resou rces Depa rtment that if you weren't go ing to 

be ret i r ing with in  the next six yea rs that you needed to cha nge from PERS to 

Defi ned Contr ibut ion for the sa ke of you r  own reti rement future .  Defi ned 

Contr ibut ion was being presented to the em ployees as  part of the cha nge of 

be ing removed from the Governor and  our  workers com pensat ion system wou ld 

soon be l i ke other  States i n  the U n ion .  Employees were strongly u rged to remove 

• ou rse lves from Defi ned Benefits for our  own fi na ncia l futu re . 

• 

I a m  ask ing fo r a n  attempt to get a n  a mend ment which wou ld  a l low emp loyees to 

opt back i nto the Pub l ic Emp loyees Ret i rement System Defi ned Benefit. 

Tha n k  you for you r  time in this matte r. 

Kim Wagner  



Good Afternoon:  Please see the i nformation below. This  i s  the bi l l  that NDPEA has ind icated they 

would be w i l l ing  to attempt to get an amendment to which would al low employees to opt back into the 
defined benefit fund from the defined contribution fund .  A t  this point w e  do not knawif the amendment 
l;�n enacted and of course i f  not, then it i s  a m oot point, but we should know more on this later 
today . However, we feel  it is  best to be prepared for Thursday rather than wait .  P lease consider attending 
the hear ing and testi fyi ng, so get your annual leave request submitted or whatever you need to do.  lf you 
don't  feel  comfortable testifying personal ly,  you can also prepare written testi mony for the committee. 
We defin itely need a show of numbers when this b i l l  i s  heard in committee or our chances wi l l  be dashed. 
PLEASE HELP IF YOU CAN ! 

W H E N :  Thursday, 3/71 1 3 ,  at 1 0 :45  AM 

W H E R E :  Government and Veterans Affairs Committee-Missouri River Room (west of cafeteria # 1 6  on 

graph) 

Co m m ittee Mem bers: Sen.  D ick Dever (chair) ;  Sen .  Spencer Beny (vi ce-chair) ;  Sen .  Dwight Cook; Sen .  Richard Marcel lais;  
Sen.  Caro lyn Nelson;  Sen.  N icole Poolman;  Sen. Donald Schaib le 

Fro m :  Lackma n, Susan E. 
Sent: Tuesday, March OS, 2013 10 : 14 AM 

To: Rohde, Jolene F.;  Schlomer, Brenda L. 
Subject: FW : Where are we on HB 1452? 

FYI . . . .  

Fro m :  Stuart Savel koul [mai lto:stuart@ndpea.org] 
Sent: Tuesday, March 05, 2013 10 : 13 AM 
To: Lackman, Susan E. 
Subject: Re : Where a re we on HB 1452? 

Sue, the quick answer is,  "yes. " Though I wil l  send you more i nformati on later today. 

On Tue, Mar 5, 2 0 1 3  at 1 0 :05 AM, Lackman, S usan E.  <slackman@nd .gov> wrote:  

H i  Stuart . . . . I see there is  a Senate committee hearing on HB J 452 on Thursday, 3/7/ 1 3 , at 1 0 :45  AM. Is  
this when we wi l l  need to  be present to  testify and to have others present for additi onal support? 

Please let us know ASAP, particularl y so we have enough time to have people  prepare their testimonies. 

Thanks much, 



• 
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Good M orning,  Mr. Chairman and Members of the Comm ittee, my name is Jolene 

Rohde,  I am the Impairment Aud itor at Workforce Safety and I nsurance (WSI )  and I am 

h e re today to testify in  opposition to HB 1 452 as written and to respectfu l ly ask that it be 

a mend ment. 

I bega n  my employment with WS I ,  then known as the Workers' Compensation B u reau 

in 1 99 7 .  In  1 999, Leg is lative action removed our Agency from the co ntro l of the 

Governor of North Dakota and p laced us under the control of an Agency Board . At that 

t ime,  the Admin istration of WSI informed agency personnel of the leg islative cha nge 

a n d  ind icated , if we p lanned to be with the organization for longer than 1 0  yea rs or had 

g reater than 1 0  years p rior to retirement, i t  would be in  our best interest to remove 

ou rse lves from the Defi ned Benefit Retirement Fund and enrol l  in the Defined 

C ontrib ution Fund s ince NOT IF but rather WHEN the Agency privatized we would lose 

o u r  reti rement funds.  We were informed that this change in  fu nd choice would in  no 

way cha nge or affect our retirement benefits or what we were entitled to, but was merely 

a nother  method of investing our fu nds and would a l low .us to have our retirement fu nds 

ava i lab le WHEN the Agency beca me a private I nsurance Fund. These facts can be 

ve rified by numE?rous of my co-workers who were a lso employed with WS I in  1 999,  

some of wh ich are here today. 

S ince that t ime, of cou rse WS I has not privatized and the Agency, by a vote of the 

people, was placed back under the contro l of the Governor of NO in 2009 . Thus, WSI 

e m p l oyees were again p laced u nder the constraints of H R MS,  placed back i nto the 

classified employee status ,  subject to their classifications and salary ca ps,  whi le our 

ret i rement fu nds were sti l l  control led by the State as to where they ca n were i nvested , in  

what fu nds they are invested and what company ma naged the fu nds, etc. However, 

there have been no provisions nor are we a l lowed an opportun ity to return to the 

Defined Benefit Retirement P lan .  Yes, we erred in  believing the previous Ad min istration 

of WS I that our benefits would be no d ifferent in the Defined Contribution P lan than that 

of the Defined Benefit P lan ,  but would merely be invested d ifferently. However, were 

we wrong in 1 999 to bel ieve that our employer would not have our best interest at 

heart? This lack of information and understanding was so p reva lent that I have had co­

workers that have actual ly contacted N D PERS for information on when they would meet 

the ru le of 85 and requested information on buying years of service, o n ly to be to ld ,  

"What are you doing,  th is  doesn't apply to you". 

I am not ta lk ing about WS I employees who wa nted to "take their money and run" in  

1 99 9 ,  u n l ike Agency ad min istration . I am ta lking about honest, hard-work ing ,  

ded icated state employees who have stuck with the Agency and the State of NO,  who 

h ave co ntin ued to service the State of North Dakota , its ' injured workers and em ploye rs . 

I don 't bel ieve it is enti rely our fa u lt that we bel ieved and trusted the prior Admin istration 

• of WS I and it is not in any way our fa u lt th at the Agency has been removed from the 
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control of the Agency Board and p laced back under the control of the Governor.  Yet, 

we d o  not have the choice or opportu n ity to return to the State Defined Benefit 

Retirement System .  

I respectfu l ly request that you amend H B 1 452 to a l low WSI employees the opportun ity 

to return to the Defined Benefit Retirement Plan g iven the change of status of our  

Org a n ization a n d  the mis information we were provided . N D PEA leadersh ip  can a lso 

te l l  you that they were not a l lowed to contact agency employees to d iscuss this 

leg is lat ion in  1 999 and I know for a fact that agency staff were told that N D P EA and 

P E R S  were not be to contacted for assistance or d i rection .  

My i l l-advised decision in  1 999 has caused me a g reat dea l  of  anxiety as the facts of 

what I lost have come to l ight .  I can tel l  you that I tru ly love my job,  because I feel that I 

m a ke a d ifference for the injured workers' I serve and that I am a n  asset to the 

em ployers, providers, my co-workers, WS I and the State. However, that being sa id ,  I 

wou ld l ike to have the peace of mind to know that when the time comes that I no longer 

ca n be or feel that I am an asset, that I can make that decision knowing that I ca n retire .  

You wou ld be rig ht ing a wrong for trust ing,  hard-worki n g ,  ded icated state employees 

who were b latantly m is lead . I and l ikely none of my co-workers in this situation , would 

see th is type of amendment as a "get out of ja i l  free ca rd" .  We real ize that h is  option 

would come at a price. Although I have no actuarial study to support my bel ief, but  I 

bel ieve that a l lowi ng employees of our Agency the opportun ity to return to the Defined 

Benefit Retirement Plan wou ld and/or could a lso strengthen the fu nd ,  rather than h u rt 

the fu nd and even more important than that, I bel ieve it is the right thing for you to d o .  

wou ld a s k  that you p lease amend this b i l l  and provide you r  support for t h e  ame nded b i l l .  

T h a n k  you for you r  t ime a n d  attention .  
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M r. Chairman,  M e m bers of t h e  Com m ittee:  

My name is  J e a n i n e  Doerr.  I was p reviously e m p loyed by Workforce Safety & I n s u ra nce for 

a p p roxi mately 17 years a n d  a l itt le  over a yea r  ago accepted a position a s  a n  appea ls  referee 

with Job Service N o rt h  Da kota .  I e lected to e n ro l l  in the defined contri b ut ion ( DC)  plan i n  1999 
while a WSI e m p loyee, which is  the same opport u n ity HB 1452 p roposes to a l low for othe r  

e m p l oyees. Based u pon my experience s ince my e lect ion,  I wou l d  strongly op pose H B  1452 a s  

cu rrently written a n d  reco m m e n d  a m e n d m e nts t o  p rovid e  for at least a n  a p p ea rance o f  e q u ity 

in the ben efits offered .  

When e lecting t o  p a rt ic ipate i n  the D C  p lan,  the pri m a ry issue t h at was reviewed was t h e  

"portab i l ity" of t h e  p l a n  a n d  t h a t  i t  wou ld p rovide t h e  e n rol lee to be the c a p t a i n  o f  the i r  own 

s h i p  so the speak .  H owever, after being in the p lan  for m a ny yea rs n ow, I h ave come to rea l i ze  

t h at my sh ip  is  confi n ed to a very s m a l l  body of water i n  that my fu n d  m a n ager is se lected for 

m e  a n d  my select ion of investment fu nds is q u ite l i m ited.  That aspect s h o u ld b e  m a d e  very 

c lear to the prospective e n ro l lee .  Alternatively, t h e  b i l l  cou ld  be a m e n d ed to p rovi d e  the 

e n ro l lee with more control over  h is  or her  i nvestments.  

The secon d  issue not a d d ressed with th is  e lection is  that the d efi ned benefit ( D B) plan offers 

a d d it iona l  benefits to the e m p loyee with the cost of those ben efits be ing borne by the 

e m p l oyer. These benefits a re not s i m i la rly offered i n  the DC p lan  and prospective e n ro l lees i n  

t h e  DC p lan  s h o u l d  b e  notified t h at these benefits wi l l  n o t  be received u n d e r  t h e  DC p l a n  a n d  

a p pears to represent a h uge d ispa rity i n  treatment o f  e m p l oyees separate a n d  a p a rt from t h e  

act u a l  reti rement fu nds .  O n e  o f  w h i c h  is the d isab i l ity p rovis ion p rovided u nd e r  the D B  p l a n, 

the cost of which is ent irely borne by the employer. The o n ly access to d isab i l ity ava i lab le  to a 

member of t h e  DC p l a n  is essentia l ly a withd rawa l from the ir  i n d ivid u a l  DC accou nt, thereby 

red ucing fu n d s  ava i l a b l e  for retirem ent.  The d isab i l ity offered to m e m bers of t h e  DB plan does 

not appear to u lt imately affect the i r  ava i lab le  fu n d s  at retirement.  This i s  a h uge d isparity i n  

treatment.  

Another benefit n ot ava i l a b l e  to mem bers of the DC plan is  the PEP p rogra m ava i l a b l e  to the DB 

m e m be rs which p rovides for e m p l oyer-sponsored i n centives for a d d it iona l  savings with 

deferred com p e nsation .  There is  no s imi lar  incentive for those in the DC p l a n .  
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H owever, given t h e  d isparity in a ntici pated reti rem e nt rece i pts ( D C  p l a n  mem bers cu rrently 

p rojected at 40-60% of what DB p l a n  mem bers can expect to receive ), the savings in t h e  

d eferred com p e n sation p rogra m is even more critica l for DC p l a n  mem bers a n d  s h o u l d  be 

somehow s imi lar  i ncentivized.  An a m e n d ment to th is  b i l l  could create for e q u it ies i n  t h at a re a .  

T h e  information p rovided by N D PE RS i n d icates that a state e m p l oyer of a DC e m p loyee can 

choose to pay the e m p loyee's portion of  the add itiona l  percentages a d d ed for sta b i l ization of 

the retirem ent fu nds .  An a m e n d ment could p rovid e  that the e m p loyer wou l d  p rovi de m atch ing 

do l lars for money invested to the deferred compensation p rogra m a n d/or req u i re t h e  e m p loyer 

of the DC e m p l oyees to pay the e m p l oyee's port ion a l located for sta b i l ization .  

I wou l d  l ike to l eave you with th is  thought. There i s  a s m a l l  grou p  of e m p loyees who were 

e m ployed by WSI in 1999 after the agency was taken out of the c lassified e m ployee struct u re .  

There were many d iscussions with the e m p loyees strongly se l l ing  the DC p l a n  w h i c h  was 

coupled with the a d d iti o n a l  opport u n ities we wou ld have to earn h igher  sa la ries a n d  therefore 

i ncrease o u r  contri b utions.  There was never any d iscussion about foregoing othe r  benefits t h at 

were attached to the D B  p l a n ,  such as the d isabi l ity progra m .  The people  of t h i s  state voted to 

return WSI back u nd e r  the control of the Governor a n d  retu rned the e m p loyees to c lassified 

status.  There was sign ifica nt a ction taken to ensure everyon e  was properly c lassified,  which i n  

m a ny cases, created s a l a ry caps that were lower. At t h at t ime, i t  was a ntic ipated that w e  would 

be offered the a b i l ity to return to t h e  state retirem ent progra m,  a s  we were n ow once aga i n  

c lassified employees. H owever, that action was not take n .  I be l ieve t h at u n der  t hese u n i q u e  

circu msta n ces, speci a l  cons ideration shou ld  be given for the s m a l l  grou p  of e m p loyees t h at 

were removed from the c lassified system a n d  e lected to go with the DC p l a n  based upon the 

em ployment struct u re at WSI who h ave now been forced to return to t h e  c lassified system .  

This  i s  not a situation of b uyer's remorse, but more that of a s m a l l  gro u p  of e m p l oyees t h at 

h ave been a dversely affected by a u n i q u e  series of legislative events contro l l i ng WSI .  P lease 

cons ider  a m e n d i n g  th is  bi l l  to equ a l i ze  the d isparity of ben efits to state e m ployees e n ro l l i n g  in 

the DC p l a n .  
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Chairman Dever and members of the Senate Government and Veterans Affairs Committee, 

my name is Bi l l  Kalanek and I am here representing the Association For Public Employees 

(AFPE). AFPE is a state association comprised of active and retired state employees l iving 

in communities throughout ND.  On their behalf I am here to testify in opposition to House 

Bil l 1452. 

AFPE serves active and retired state employees by advocating to : 1) strengthen and 

maintain the existing defined benefit retirement plan 2) advocate for annuity adjustments 

for retirees if the financial environment allows and 3) work with the state government to 

improve compensation and benefits for active state employees. 

It is the feeling of our membership that even with the amendments made to H B  1452 the 

bill in its current form would weaken the financial position of the PERS retirement fund, 

increase liabi lities and slow the recovery of the plan from the hardships endured during 

the last market downturn. Now that the full scope of the 2008 losses has been realized it is 

important that the fund be managed in a way to optimize performance, l imit l iabil ities and 

progress toward the funding goals established by the legislature in 2 0 1 1. 

The active, retired and future members of AFPE respectfully request that you consider all 

costs when you deliberate on HB 1452 and give it a Do Not Pass recommendation. 

Thank you. 
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HB1 452 - OPPOSE DEFINED CONTRIBUTION OPTION RETI REMENT PLAN 
Thursday, March 7, 201 3  

Senate Government & Veterans Affai rs Committee 
Josh Askvig- AARP-ND 

jaskvig@aarp.org or 701 -989-01 29 

U.....ev- �-*-
Chairman ,...., and members of the II M Government & Veterans Affairs Committee, I am 
Josh Askvig, Associate State Director of Advocacy for AARP North Dakota. AARP is the largest 
nonprofit, nonpartisan organization representing the interests of Americans age 50 and older, and 
thei r  fami l ies, in  the State of North Dakota. 

AARP opposes House Bil l  1452 for two key reasons: 
First: this legislation offers a lesser benefit that costs taxpayers more money. 
Second: House Bi l l  1 452 has the potential to destabil ize the existing defined benefit plan for 
those who choose to remain in the current system. 

This proposal wi l l  have an effect on taxpayers. The fiscal note on the amended measure states 
that this plan "would have a total biennium cost of $1 8.3 mil l ion,"  which has not been appropriated.  
Fewer members would remain in the system to pay down the unfunded l iabi l ity, increasing the cost 
to taxpayers . 

The basic principles underlying AARP's state level publ ic pension efforts is to ensure that any 
reforms made to state pensions safeguard the financial security of current and near-ret irees, that 
state and local government employees continue to have access to defined benefit plans and, 
finally, that retirees continue to have access to inflationary protection through the provision of cost­
of-living adjustments. These principles fit with in AARP's national policy agenda, which asserts that 
we all have a right to be self-rel iant and l ive with dignity in retirement. 

Defined benefit pension plans are a sound investment for taxpayers and vital to state economies. 
These plans stretch taxpayer dol lars further in achieving any g iven level of retirement income and 
are able to take advantage of the enhanced investment returns that come from a balanced portfol io 
over long periods of t ime. According to the National Institute for Retirement Security, "Each $1  in 
taxpayer contributions to North Dakota's state and local pension plans supported $8. 1 0  in total 
output in the state. This reflects the fact that taxpayer contributions are a minor source of financing 
for retirement benefits - investment earn ings and employee contributions finance the l ion's share. 1 " 

Defined benefit plans also provide an important source of institutional investments in  the market 
that help fuel our state economy. N IRS explains that "Retiree expenditures stemming from state 
and local pension plan benefits supported 2,581 jobs in the state [in 2009]. To put the employment 
impacts of defined benefit plans in perspective, in  2009 North Dakota's unemployment rate was 
4.3%. The fact that DB pension expenditures supported 2,581 jobs is significant, as it represents 
0.7 percentage points in North Dakota's labor force.2" 

1 National Institute of Retirement Security. "Pensionomics 2012."  Electronic version found:  
http://www. n irson l ine. erg/index. ph p?option=com content& task=view&id=684&1temid=48 
2 See above. 
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Just as a reminder: these are not lavish benefits. "The average pension benefit received [ in North 
Dakota] was $1 , 1 84 per month or $14 ,21 3 per year. These modest benefits provide retired 
teachers, public safety personnel, and others who served the public during their working careers 
income to meet basic needs in retirement. 3" 

Retirement income debates should center not only on meeting our obl igations to appropriately fund 
the State's ret irement systems, but also to provide retirement income in a way that provides the 
most bang for the taxpayers' buck. 

Let's not forget retirement income is not a g ift, its deferred income that accumulates not just from 
taxpayer contributions but from the deferred income employees set aside to meet their  future 
needs. These defined benefit plans remain one of the most cost effective ways that government 
and its employees work together to insure against future costs for government of retirees who 
cannot live self-sufficiently without assistance. 

While defined contribution plans are valuable to many, and are an important component to overall 
retirement income security as a supplemental savings vehicle, as primary retirement savings 
vehicles they force employees to bear most if not al l  investment risk, inflation risk, and the risk of 
outliving one's retirement nest egg. The sh ift of risk to individual employees in concert with other 
factors could leave many financially unprepared for retirement, for example: 

• According to data compiled by the Federal Reserve and analyzed by the Center for 
Retirement Research at Boston College4, the median household, headed of a person aged 
60 to 62 with a 401 (k) account, has less than one-quarter of what is needed in that account 
to maintain its standard of l iving in reti rement. 

• The Employee Benefits Research Institute, which routinely estimates 401 (k) plan asset 
al locations, account balances and loan activity, estimates in their 201 0  analysis that the 
average 401 (k) account balance was $1 09,723 at year-end 2009 for those who held 
accounts continuously from year-end 2003 through year-end 2009, further they estimated 
that the median (or midpoint, half above and half below) 401 (k) account balance increased 
to $59,381 at year-end 2009.5 

• According to the Current Population Survey, among the 1 52.6 m i l l ion Americans who 
worked in 201 0 ,  just 49.2 percent of them had access to either a pension plan or  a 
retirement plan. Of the 75 mi l l ion workers with access to a plan ,  8 1  percent of them 
participated, according to the Current Population Survey.6 

• A sizable percentage of workers have virtually no money in savings and investments. 
Among workers providing this type of information in for EBRI's Retirement Confidence 
Survey, 56 percent reported that the total value of their household savings and investments 
(excludinp the value of their primary home and any defined benefit plans), is less than 
$25,000. 

o Current retirees' total savings & investments in 201 1 (not including residence or  DB 
plan) breakdown as follows: 

• Less than $1 ,000: 28% 
• $1 ,000-$9,999: 14% 

3 See above. 
4 http://crr. bc.edu/ 
5 EBRI October 2 0 1 1 Issue Brief: http://www.ebri.org/pdf/briefspdf/EBRI IB 1 0-20 1 1 No363 Ret Part.pdf 
6 See above 
7 See above 



• 

• 

• 

• $1 0,000-$24,999: 1 2% 
• $25,000-$49, 999: 6% 
• $50,000-$99, 999: 1 1 % 
• $1 00,000-$249, 000: 1 2% 
• $250, 000+: 1 7% 

These facts provide a small snapshot of the lack of retirement readiness that many people face. 
Limited retirement savings also mean that more and more Americans are l iving in reti rement 
primarily on Social Security income, so that: 

• Today, more than half of al l older Americans rely on Social Security for more than 50 
percent of their  fami ly income; and 

• 36.8% of those age 65 or older have 90% or more of their  income coming from Social 
Security (EBRI's Craig Copeland) . 

I n  closing , I would l ike to emphasize that while th is debate is complicated by a mu ltitude of 
numbers and statistics - public pension reform is really about people - retirees, workers, their  
fami l ies, other taxpayers and communities . We hope that as you consider these changes that the 
reti rement income security of system participants remains a key consideration . 
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Thank you for taking the time to hear our tes t imony rega rding the de f i ned contr ibution 

( DC program) and pote n t i a l  amendment to HB 1 4 52 . 

To this day I s truggle to understand how this s i tuation regarding the DC p l a n  came to 

fruition . The prior adm i n i st ration at WS I led us as empl oyees to b e l i eve things that were 

not true , and therefore many of us opted into the DC p l a n ,  caus ing u s  to l o s e  benef i t s  we 

would have had if we had not bought into the admini s t rations t a c t i c s  to convince us to 

switch . It i s  extreme l y  disheartening to know that we were working for an admi n i s t ra t i on 

that did not con s i der our best intere s t ,  but rather felt it approp r i a t e  to man ipulate the 

facts in order to convince us to do what they wanted . 

For those of us who have been l ong-term employees , who saw our futu r e  c a r e e r s  to be that 

o f  state s e r v i c e ,  we were told if we wanted to work for the state in the future for 1 0  
years o r  mor e ,  i t  was i n  our best interest t o  change over to the DC p l a n . Had I been a 

l e s s  trus ting empl oyee , I might have rea l i zed that they had their own u l te ri o r  motives in 

s e l l ing us o n  the DC p l an . However ,  having dedi cated so much time and e ff o r t  to my career 

with WSI , I bel i eved at the t ime that the company would not l e a d  u s  a s t r a y  or push u s  to 

make a dec i s ion that woul d  have det rimental effects on our l ivelihood i n  the future . 

Please don ' t  mi s l ead future h i res to make the same terrible m i s t a ke we were led to make . 

I t  will not be in their be s t  interest .  

I have dedi cated my work l i fe to WSI for nearly 2 0  years a s  a c l a ims adj u s tor . We have 

been through good t imes as wel l as some very trying times . At times we have endured a 

great dea l  o f  negative med i a  attention and very s t re s s fu l  work condit i ons which l e d  many 

people to l eave the company . However ,  some of us who have endured h i g h  r a t e s  of t urnover 

and stuck i t  out ,  e i ther because we felt there was great mer i t  i n  the work we do or 

because we felt we would be rewarded for a l l  our years of dedi c a t i on i n  the end are now 

suffering the consequen c e s  o f  the dec i s ion to change to the de f i ned c o n tribution p l an . 

I only recent l y  dis covered that with the change to the DC plan we a l s o  l o s t  the r u l e  of 

8 5  and now I feel I may never have the opportunity to retire . As s omeone who h a s  

dedi cated s o  much time , energy, and commitment to t h i s  company and t h i s  s ta t e ,  I am 

ext remely f r u s t rated by this matter . I am a single parent of two chi l dren who I have 

raised alone . I have worked f u l l  t ime at WSI since 1 9 9 3 . I have a l s o  w o r ke d  a s econd 

ful l - time j ob for the past 7 years in order to help my chi l dren get t hr o u gh c o l l ege . I do 

not regret working the second j ob but would l ike to think at s ome p o i n t  I would be able 

to retire . However ,  with what I have in my DC account, it is unrea l i s t i c  to b e l i eve that 

I will ever be able to reti r e ,  despite my extens ive commitment to a n d  h i s t o r y  o f  state 

service . 

At WSI our j obs are get t i ng harder all the t ime w i th the nature of t h e  emp l oyment c l imate 

i n  North Dakota ,  yet eve r y  day I come to work with the goal o f  t r y i n g  t o  e a s e  the burden 

for i n j ured workers and making the di fficult s i tuations they are faci n g  whi l e  being 

i n j ured l e s s  daunting . The se i n j ured workers are concerned about the i r  l iv e l ihood and 

futures . I n  a way, those o f  us who were convinced to switch to the DC p l an now have 

s imilar fears and uncertainties despite having dedicated many years o f  service to WSI and 

the state o f  North Dakota . We too are facing an u n certain future o f  not knowin g  if we 

w i l l  ever be able to ret i re . 

\�� 
Accordingly, I a s k  that you please cons ider amending house b i l l  � to a l l ow those of us 

who have dedi cated our work l ives to state service the security we de s erve by a l l owing u s  

t o  return to the de fined benefit p l a n  so that we might b e  able to r e t i re a t  s ome point i n  

the future . I n  order for the continued success o f  this state organ i z a t ion i t  i s  nece s s a ry 

for us to feel we are valued for the service , dedi cation , and t ime we have provided . 

Thank you f o r  your t ime and attention to this matter . 
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Senator Dever 

March 27,  201 3 

PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1 452 

Page 1 ,  l ine 3, remove "and" 

Page 1 ,  l ine 5, after "system" insert "; and to provide an expiration date" 

Page 8, after l ine 8, insert: 

"SECTION 6. EXPIRATION DATE. This Act is effective through July 3 1 , 201 7, 
and after that date is ineffective. "  

Renumber accordingly 
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Prepared by the Legislative Counci l  staff for 
Senator Dever 

March 26, 201 3  

PROPOSED AMENDMENTS TO ENGROSSED HOUSE B ILL NO. 1 452 

Page 1 ,  l ine 1 ,  after "reenact" insert "sections 39-03. 1 -09 and 39-03. 1 -1 0 , "  

Page 1 ,  l i ne 1 ,  after "54-52-01 '' insert ", and sections 54-52-02.9, 54-52-05,  54-52-06, 
54-52-06 . 1 ,  54-52-06.2, 54-52-06.3 , "  

Page 1 ,  l ine 1 ,  remove "and sections" 

Page 1 ,  l i ne 2, remove "and sections" 

Page 1 ,  l ine 2, after the second comma insert "54-52.6-09 , "  

Page 1 ,  l i ne 2 ,  after "to" insert "increased employer and employee contributions under the 
highway patrolmen's retirement plan and public employees retirement system and" 

Page 1 ,  l ine 3, remove "and" 

Page 1 ,  l ine 5, after "system" insert " ;  and to provide for a legislative management study" 

Page 1 ,  after l i ne 5, insert: 

"SECTION 1 .  AMENDMENT. Section 39-03. 1 -09 of the North Dakota Century 
Code is amended and reenacted as follows: 

39-03. 1 -09. Payments by contributors - Employer payment of employee 
contribution. 

1 .  Every member, except as provided i n  section 39-03. 1 -07, shall contribute 
into the fund ten and thirty-hundredths percent of the member's monthly 
salary, which sum must be deducted from the member's salary and 
credited to the member's account in  the fund. Member contributions 
increase by one percent of the member's monthly sa lary beg inning with the 
monthly reporting period of January 201 2, and ·.vith an additional increase 
efannual ly one percent, beginning with the monthly reporting period of 
January 201 3. January 2014, and January 201 5. 

2 .  The state of North Dakota, at its option, may pay the member contributions 
requ i red by subsection 1 for all compensation earned after June 30, 1 983, 
and may pay the member contributions required to purchase service credit 
on a pretax basis pursuant to subsection 8 of section 39-03. 1 -08.2 .  The 
amount paid must be paid by the state in lieu of contributions by the 
member. A member may not receive the contributed amounts di rectly once 
the employer has elected to pay the member contributions. If the state 
decides not to pay the contributions, the amount that would have been 
paid wi l l  continue to be deducted from compensation .  If contributions are 
paid by the state , they must be treated as employer contributions in 
determ ining tax treatment under this code and the federal I nternal 
Revenue Code. If contributions are paid by the state, they must not be 
included as gross income of the member in determin ing tax treatment 
under this code and the I nternal Revenue Code unti l they are distributed or 
made avai lable. The state shall pay these member contributions from the 
same source of funds used in paying compensation to the members. The 
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state shal l pay these contributions by effecting an equal  cash reduction in 
the gross salary of the employee or by an offset against future salary 
increases or by a combination of a reduction in gross salary and offset 
against future salary increases. If member contributions are paid by the 
state, they must be treated for the purposes of this chapter in the same 
manner and to the same extent as member contributions made prior to the 
date the contributions were assumed by the state. The option g iven 
employers by th is subsection must be exercised in accordance with rules 
adopted by the board. 

3. For compensation earned after August 1 ,  2009, a l l  employee contributions 
required under subsection 1 ,  and not otherwise paid under subsection 2, 
must be paid by the state in l ieu of contributions by the member. Al l  
contributions paid by the state under th is subsect ion must be treated as 
employer contributions i n  determin ing tax treatment under this code and 
the federal I nternal Revenue Code. Contributions paid by the state under 
this subsection may not be included as gross income of the member in 
determ ining tax treatment under this  code and the I nternal Revenue Code 
unti l  the contributions are d istributed or made ava i lable. Contributions paid 
by the state in  accordance with this subsection must be treated for the 
purposes of this chapter in the same manner and to the same extent as 
member contributions made before the date the contributions were 
assumed by the state. The state shal l  pay these member contributions 
from the same source of funds used in paying com pensation to the 
members .  The state shal l pay these contributions by effecting an equal 
cash reduction in the gross salary of the employee. The state shal l  
continue making payments under th is section un less otherwise specifical ly 
p rovided for under the agency's biennia l  appropriation or by law. 

SECTION 2. AMENDMENT. Section 39-03. 1 - 1 0  of the North Dakota Century 
Code is amended and reenacted as fol lows: 

39-03.1 -1 0. Contributions by the state. 

The state shal l contribute to the fund a sum equal to sixteen and 
seventy-hundredths percent of the month ly salary or wage of a participating member. 
State contributions increase by one percent of the monthly salary or wage of a 
participating member beginning with the monthly reporting period of January 201 2, and 
with an additional increase efannual ly by one percent, beginning with the reporting 
period of January 201 3, January 201 4, and January 201 5 .  If the member's contribution 
is paid by the state under subsection 2 of section 39-03. 1 -09,  the state shal l  contribute, 
in addition , an amount equal to the requ i red member's contribution .  The state shal l pay 
the associated employer contribution for those members who elect to exercise their 
rights under subsection 3 of section 39-03. 1 - 1 0. 1 . " 

Page 1 ,  after l ine 2 1 , insert: 

"SECTION 4. AM ENDM ENT. Section 54-52-02.9 of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-02.9.  Participation by tem porary employees. 

A temporary employee may elect, within one hundred eighty days of beg inning 
employment, to participate in the publ ic employees retirement system and receive 
credit for service after enrollment. The temporary employee sha l l  pay monthly to the 
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fund an amount equal to eight and twelve-hundredths percent t imes the temporary 
employee's present month ly salary. The amount required to be paid by a temporary 
employee increases by two percent times the temporary employee's present monthly 
salary beginn ing with the monthly reporting period of January 201 2, and •.vith an 
additionalincreases annual ly by two percent increase, beginning with the reporting 
period of January 201 3, January 201 4, and January 201 5. The temporary employee 
shall also pay the required monthly contribution to the retiree health benefit fund 
establ ished under section 54-52 . 1 -03 .2.  This contribution must be recorded as a 
member contribution pursuant to section 54-52. 1 -03.2. An employer may not pay the 
temporary employee's contributions. A temporary employee may continue to participate 
as a temporary employee in the public employees retirement system unt i l  termination 
of employment or reclassification of the temporary employee as a permanent 
employee. A temporary employee may not purchase any additiona l  credit, i ncluding 
additional credit under section 54-52-1 7.4 or past service under section 54-52-02.6. 

SECTION 5. AMENDMENT. Section 54-52-05 of the North Dakota Century Code 
is amended and reenacted as follows: 

54-52-05. Mem bership and assessments - Employer payment of employee 
contrib utions. 

1 .  Every el ig ible governmental un it employee concurrin g  in  the plan must so 
state in writing and al l  future el ig ible employees are participating members. 
An employee who was not enrol led in the retirement system when el ig ible 
to participate must be enrol led immediately upon notice of the employee's 
el ig ib i l ity, unless the employee waives in writing the employee's right to 
participate for the previous time of el igibi l ity, to avoid contributing to the 
fund for past service. An employee who is el igible for normal retirement 
who accepts a retirement benefit under this chapter and who subsequently 
becomes employed with a participating employer other than the employer 
with which the employee was employed at the time the employee reti red 
under this chapter may, before reenrol l ing in the ret i rement plan, elect to 
permanently waive future participation in the reti rement plan and the 
retiree health program and maintain that employee's retirement status. An 
employee making this election is not required to make any future employee 
contributions to the public employees retirement system nor is the 
employee's employer required to make any further contributions on behalf 
of that employee. 

2 .  Each member must be assessed and required t o  pay month ly four percent 
of the monthly salary or wage paid to the member, and such assessment 
m ust be deducted and retained out of such salary in equal monthly 
installments commencing with the first month of employment. Member 
contributions increase by one percent of the monthly salary or wage paid 
to the member beginning with the monthly reporting period of 
January 201 2 , and ·�o�ith an additional increase efannual ly by one percent, 
beginning with the monthly reporting period of January 201 3, January 
201 4, and January 201 5. 

3.  Each employer, at its option, may pay al l or a portion of the employee 
contributions requ ired by subsection 2 and sections 54-52-06. 1 ,  
54-52-06.2 ,  54-52-06. 3, and 54-52-06.4 or the employee contributions 
required to purchase service credit on a pretax basis pursuant to 
subsection 5 of section 54-52- 1 7 .4. Employees may not receive the 
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contributed amounts d irectly once the employer has elected to pay the 
employee contributions. The amount paid must be paid by the employer in 
l ieu of contributions by the employee. If the state determines not to pay the 
contributions,  the amount that would have been paid m ust continue to be 
deducted from the employee's compensation. If contributions are paid by 
the employer, they must be treated as employer contributions in 
determining tax treatment under this code and the federal I nternal 
Revenue Code. If contributions are paid by the employer, they may not be 
included as g ross income of the employee in determin i ng tax treatment 
under this code and the I nternal Revenue Code unti l they are distributed or 
made available. The employer shal l  pay these employee contributions from 
the same source of funds used in paying compensation to the employee or 
from the levy authorized by subsection 5 of section 57-1 5-28 . 1 .  The 
employer shal l  pay these contributions by effecting an equal cash 
reduction in the gross salary of the employee or by an offset against future 
salary increases or by a contribution of a reduction in g ross salary and 
offset against future salary increases. If  employee contributions are paid by 
the employer, they must be treated for the purposes of this chapter in the 
same manner and to the same extent as employee contributions made 
prior to the date on which employee contributions were assumed by the 
employer. An employer exercising its option under this subsection shal l 
report its choice to the board in writing. 

4. For compensation earned after August 1 ,  2009, al l  employee contributions 
required under section 54-52-06. 1 and the job service North Dakota 
retirement plan,  and not otherwise paid under subsection 3,  must be paid 
by the employer in l ieu of contributions by the member. All contributions 
paid by the employer under this subsection must be treated as employer 
contributions in determin ing tax treatment under this code and the Internal 
Revenue Code. Contributions paid by the employer under this subsection 
may not be included as gross income of the member in determin ing tax 
treatment under this code and the Internal Revenue Code unt i l  the 
contributions are d istributed or made avai lable.  Contributions paid by the 
employer in accordance with this subsection must be treated for the 
purposes of this chapter i n  the same manner and to the same extent as 
member contributions made before the date the contributions were 
assumed by the employer. The employer shall pay these member 
contributions from the same source of funds used in paying compensation 
to the employee. The employer shal l  pay these contributions by effecting 
an equal cash reduction in  the gross salary of the employee. The employer 
shal l  continue making payments under this section un less otherwise 
specifically provided for under the agency's biennial appropriation or by 
amendment to law. 

SECTION 6. AMENDMENT. Section 54-52-06 of the North Dakota Century Code 
is amended and reenacted as fol lows: 

54-52-06. Employer's contribution to reti rement plan. 

Each governmental un it shal l  contribute an amount equal to four  and 
twelve-hundredths percent of the monthly salary or wage of a participating member. 
Governmental unit contributions i ncrease by one percent of the monthly salary or wage 
of a participating member beginning with the monthly reporting period of January 201 2, 
and with an additional increase efannual ly by one percent, beginning with the reporting 
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period of January 201 3, January 201 4, and January 201 5. For those members who 
elect to exercise thei r  rights under section 54-52-1 7. 1 4 , the employing governmental 
unit , or in the case of a member not presently under covered employment the most 
recent employing governmental un it ,  shall pay the associated employer contribution. If 
the employee's contribution is paid by the governmental un it under subsection 3 of 
section 54-52-05, the employer unit shall contribute, in  addition, an amount equal to the 
required employee's contribution .  Each governmental unit shall pay the contribution 
monthly, or in the case of an election made pursuant to section 54-52-1 7. 1 4  a lump 
sum, into the retirement fund from its funds appropriated for payrol l and salary or any 
other funds available for these purposes. Any governmental un it fai l ing to pay the 
contributions monthly, or in the case of an election made pursuant to section 
54-52-1 7 . 1 4  a lump sum, is subject to a civi l penalty of fifty dollars and, as interest, one 
percent of the amount due for each month of delay or  fraction thereof after the payment 
became due. In lieu of assessing a civil penalty or one percent per month, or both , 
interest at the actuarial rate of return may be assessed for each m onth the 
contributions are del inquent. If contributions are paid with in n inety days of the date they 
became due, penalty and interest to be paid on delinquent contributions may be 
waived. An employer is requ i red to submit contributions for any past elig ible employee 
who was employed after J u ly 1 ,  1 977, for which contributions were not made if the 
employee would have been el ig ible to become vested had the employee participated 
and if the employee elects to jo in the public employees retirement system . Employer 
contributions may not be assessed for el ig ible service that an employee has waived 
pursuant to subsection 1 of section 54-52-05. The board shall report to each session of 
the legislative assembly the contributions necessary, as determined by the actuarial 
study, to maintain the fund's actuarial soundness. 

SECTION 7.  AM ENDMENT. Section 54-52-06. 1  of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-06. 1 .  Contri bution by supreme and d istrict court judges - Employer 
contribution. 

Each judge of the supreme or district court who is a member of the public 
employees retirement system must be assessed and required to pay monthly five 
percent of the judge's monthly salary. Member contributions increase by one percent of 
the judge's monthly salary beginning with the monthly reporting period of 
January 201 2, and with an additional i ncrease efannual ly by one percent, beginning 
with the reporting period of January 201 3, January 20 1 4, and January 201 5 .  The 
assessment must be deducted and reta ined out of the judge's salary in equal monthly 
instal lments. The state shal l  contribute an amount equal to fourteen and fifty-two 
one-hundredths percent of the monthly salary of a supreme or district court judge who 
is a participating member of the system ,  which matching contribution must be paid from 
its funds appropriated for salary, or from any other funds avai lable for such purposes. 
State contributions increase by one percent of the monthly salary of a supreme or 
district court judge who is a participating member of the system beginn ing with the 
monthly reporting period of January 201 2 , and ·.vith an additional i ncrease efannually 
Qy, one percent, beginning with the monthly reporting period of January 201 3, January 
201 4, and January 201 5 . If the judge's contribution is paid by the state under 
subsection 3 of section 54-52-05, the state shall contribute, in add it ion, an amount 
equal to the required judge's contribution. 

SECTION 8. AMENDMENT. Section 54-52-06. 2  of the North Dakota Century 
Code is amended and reenacted as follows: 
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54-52-06.2. Contri bution by national guard security officers or  firefighters -
Em ployer contribution. 

Each national guard security officer or firefighter who is a member of the public 
employees retirement system is assessed and shall pay monthly four percent of the 
employee's monthly salary. Member contributions increase annual ly by one-half of one 
percent of the member's monthly salary beginning with the monthly reporting period of 
January 201 4  and January 201 5. The assessment must be deducted and retained out 
of the employee's salary in equal monthly installments. The national guard security 
officer's or firefighter's employer shal l contribute an amount determined by the board to 
be actuarial ly requ ired to support the level of benefits specified in section 54-52- 1 7 . 
The employer's contribution must be paid from funds appropriated for salary or from 
any other funds available for such purposes. If the security officer's or firefighter's 
assessment is paid by the employer under subsection 3 of section 54-52-05 , the 
employer shall contribute, in addition, an amount equal to the requ i red national guard 
security officer's or firefighter's assessment. 

SECTION 9.  AMENDMENT. Section 54-52-06.3  of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-06.3. Contribution by peace officers and correctional officers 
employed by pol itical su bdivisions - Employer contribution .  

Each peace officer or correctional officer employed by a political subdivision 
that enters into an agreement with the ret irement board on behalf of its peace officers 
and correctional officers separately from its other employees and who is a member of 
the public employees retirement system is assessed and shall pay monthly four 
percent of the employee's month ly salary. Peace officer or correctional officer 
contributions increase by one-half of one percent of the member's monthly salary 
beginn ing with the monthly reporting period of January 2012 ,  and with an additional 
increase efannual ly by one-half of one percent, beginning with the monthly reporting 
period of January 201 3, January 20 1 4, and January 201 5 .  The assessment must be 
deducted and retained out of the employee's salary in  equal monthly installments. The 
peace officer's or correctional officer's employer shall contribute an amount determ ined 
by the board to be actuarially requ ired to support the level of benefits specified in 
section 54-52-1 7 . If  the peace officer's or correctional officer's assessment is paid by 
the employer under subsection 3 of section 54-52-05, the employer shall contribute, in 
addition ,  an amount equal to the required peace officer's or correctional officer's 
assessment." 

Page 3, after l ine 2, insert: 

"SECTION 1 1 .  AMENDMENT. Subsection 6 of section 54-52.6-02 of the North 
Dakota Century Code is amended and reenacted as fol lows: 

6. A participating member who becomes a temporary employee may sti l l  
participate in  the defined contribution reti rement plan upon fi l ing an 
election with the board with in one hundred eighty days of transferring to 
temporary employee status. The participating member may not become a 
member of the defined benefit plan as a temporary employee . The 
temporary employee electing to participate in the defined contribution 
retirement plan shall pay monthly to the fund an amount equal to eight and 
twelve-hundredths percent times the temporary employee's present 
monthly salary. The amount required to be paid by a temporary employee 
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i ncreases by two percent times the temporary employee's present monthly 
salary beginning with the monthly reporting period of January 20 1 2, and 
with an additional increase ofincreases annual ly by two percent, beginning 
with the monthly reporting period of January 201 3, January 201 4, and 
January 201 5. The temporary employee shal l  a lso pay the required 
monthly contribution to the retiree health benefit fun d  established under 
section 54-52. 1 -03. 2. This contribution must be recorded as a member 
contribution pursuant to section 54-52. 1 -03.2.  An employer may not pay 
the tempora ry employee's contributions. A temporary employee may 
continue to participate as a temporary employee unti l  termination of 
employment or reclassification of the temporary employee as a permanent 
employee. "  

Page 7 ,  l ine 1 0, overstrike "with an additional increase of' and insert immediately thereafter 
" increases annual ly by" 

Page 7 ,  l ine 1 1 ,  overstrike "beginn ing" 

Page 7 ,  l ine 1 1 ,  after "the" insert "monthly" 

Page 7 ,  l ine 1 1 ,  after "20 1 3" insert ", January 2014. and January 201 5" 

Page 7, after l ine 26, insert: 

"SECTION 1 3. A MENDM ENT. Section 54-52.6-09 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

54-52.6-09. Contributions - Penalty. 

1 .  Each participating member shall contribute monthly four percent of the 
monthly salary or wage paid to the participant, and th is assessment must 
be deducted from the participant's salary in  equal  m onthly installments 
commencing with the first month of participation in the defined contribution 
retirement plan established under this chapter. Part icipating member 
contributions increase by one percent of the month l y  salary or wage paid 
to the participant beginning with the monthly report ing period of 
January 201 2 , and \'lith an additional increase efannual ly by one percent, 
beginning with the reporting period of January 201 3. January 201 4. and 
January 201 5. 

2. The employer shal l  contribute an amount equal to fou r  and 
twelve-hundredths percent of the month ly salary or wage of a participating 
member. Employer contributions increase by one percent of the monthly 
salary or wage of a participating member beg inn ing with the monthly 
reporting period of January 201 2 , and with an additiona l  increase 
efannual ly by one percent, beginning with the m onthly reporting period of 
January 201 3. January 201 4. and January 201 5. If the employee's 
contribution is paid by the employer under subsectio n  3, the employer shall 
contribute, in addition , an amount equal to the requ ired employee's 
contribution .  The employer shall pay month ly such contribution into the 
participating member's account from its funds appropriated for payrol l  and 
salary or any other funds avai lable for such purposes. If the employer fai ls 
to pay the contributions month ly, it is subject to a civi l penalty of fifty dol lars 
and, as interest, one percent of the amount due for each month of delay or 
fraction thereof after the payment became due. 
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3.  Each employer, at its option, may pay the employee contributions requ ired 
by this section for al l  compensation earned after December 3 1 , 1 999. The 
amount paid must be paid by the employer in l ieu  of contributions by the 
employee. If the employer decides not to pay the contributions, the amount 
that wou ld have been paid wi l l  continue to be deducted from the 
employee's compensation. If contributions are paid by the employer, they 
must be treated as employer contributions in determin ing tax treatment 
u nder this code and the federal Internal Revenue Code. Contributions paid 
by the employer may not be included as gross income of the employee in 
determ in ing tax treatment under this code and the federal Internal 
Revenue Code until they are distributed or made avai lable. The employer 
shal l  pay these employee contributions from the same source of funds 
used in paying compensation to the employee. The employer shall pay 
these contributions by effecting an equal cash reduction in the gross salary 
of the employee or by an offset against future salary increases or by a 
combination of a reduction in gross salary and offset against future salary 
increases. Employee contributions paid by the employer must be treated 
for the purposes of this chapter in the same manner and to the same 
extent as employee contributions made before the date on which 
employee contributions were assumed by the employer. An employer shal l  
exercise its option under th is subsection by reporting its choice to the 
board in writing ."  

Page 8 ,  after l ine 8, insert: 

"SECTION 1 6. LEGISLATIVE MANAGEMENT STUDY - NORTH DAKOTA 
RETI REM ENT PLANS. During the 201 3- 14  interim ,  the legislative management shal l  
con sider studying the feasibi l ity and desirabil ity of existing and possible state 
retirement plans. The study must include an analysis of both a defined benefit plan and 
a d efined contribution plan with considerations and possible consequences for 
transition ing to a state defined contribution plan. The study may not be conducted by 
the employee benefits committee. The legislative management shal l  report its findings 
and recommendations, together with any legislation needed to implement the 
recommendations,  to the sixty-fourth legislative assembly. "  

Page 8 ,  remove l ine 8 

Renumber accord ingly 

Page No. 8 1 3 .0405 .0300 1 



/Jf/ac� 11 I (!_  

P RO POSED AMENDMENTS TO ENG ROSSED HOUSE B I L L  N O .  1452 

Page 1 ,  l i ne 1 ,  after "to" insert "create and enact a new section to c h apter 54-52 .6 of the 
North Dakota Century Cod e ,  re l ating to an e lection for mem bers of the defined 
contribution p lan to transfer to the pub l ic  employees retirem e nt system under 
chapter 54-52; to" 

P age 8, after l ine  7,  insert: 

"SECTION 5. A n ew section to chapter 54-52.6 of the Nort h  Dakota 
Century Code is created and en acted as fol lows: 

Election . 

.1. Notwithstan d i ng a ny other section of law, the publ ic  employees 
retirement system board sha l l  provide an opportu n ity for each 
el igib le employee to e lect i n  writ ing to term inate m e mbers h ip in the 
defined contrib ut ion pla n  in  chapter 54-52 .6 a n d  elect to become a 
participating mem ber in the publ ic employees reti rement system i n  
chapter 54-52 . 

2 .  A n  el igible e mployee for pu rposes of th is sect ion is any actively 
participating member of the defined contributio n  plan as of J u ly 1 ,  
201 3, and is a n  a ctive employee on the date a n  e lection is  made 
under this sectio n .  E l igible employee does not i n clude participants 
who are not actively employed on the date of transfer of the fu nds, 
h ave taken a d istribution from the defined co ntrib ution plan, are 
retired, are no longer actively employed or m e m bers who h ave a 
qual ified dom estic relat ions order on their account or other court 
order on their account .  

3 .  The board shal l  establ ish a th ree-month elect ion period beginn ing 
not later than December 1, 20 1 3. An el igible e mployee who does 
not make a written election or who d oes not fi l e  the election d u ri ng 
the period specified in  th is  section contin ues to be a member of the 
defi ned contribution plan .  A n  el igible employee who m a kes and 
fi les a written e lection under th is section ceases to be a member of 
the defined contrib ution plan upon receipt by the pub l ic employees 
retirement system of the account balance of the member's defined 
contribution pla n  i n  chapter 54-52 .6 and waives a l l  rights to that 
employee's accum u lated fund balance u nder the defined 
contribution pla n .  I f  the board, in its sole d iscreti o n, determ ines that 
the employee was not adequately notified of the e mployee's option 
to make an e lection pursuant to th is section, t h e  board may provide 
the employee a reasonable t ime with in which to m a ke that election, 
which may extend beyond the three-month period . 



4 .  The pu b lic employees retirement system s h a l l  cred it the 
tra n sferri ng employee with the service cred it and sa lary h istory as 
reflected on its electronic database. 

5. The board sha l l  determi ne the method by wh ich a participati ng 
membe r  may make a written election u nder t h i s  sect ion .  If the 
participat ing member is married at the t ime of the e lection, the 
elect ion is not effective un less the electio n  is s igned by the 
ind iv id u al 's  spo u se .  However, the board m ay waive t h is 
requ i rement if the spouse's signatu re ca nnot b e  obtai n ed because 
of exte n u ating ci rcumstances . 

6 .  For an e l igible employee who elects to terminate members h ip in the 
defined contribution plan pu rsuant to this sect ion, the board sha l l  
tran sfer the member's accumulated fund balan ce less a ny rol lovers 
from other plans m ade into the defined contr ibution plan to  the 
pub l ic  e mployees retirement system in chapter 54-52.  Funds 
transferred from the defined contribution plan to the d efined benefit 
plan pu rsuant to a n  election made under t h i s  section sha l l  be 
recorded in  the d efined benefit plan as employee and employer 
contributions in the same manner as transferred by the defi ned 
contribution provider."  

Renumber accord i ng ly 
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has contributed to significant employment growth in the western half of the state, and state officials report that growth 

has been occurring around the rest of North Dakota as well. 

The state's financial position is also very strong in our view. Fiscal 2 0 1 2  ended with a generally accepted accounting 

principles general fund balance of $2.9 1 billion, a $ 1 . 5  billion increase from the previous year. Most of the increase was 

due to revenues exceeding budget projections, although the general fund also received a $670 million transfer from the 

permanent oil tax trust fund when that fund was closed out. The unassigned portion of the fund balance was $ 1 . 4 1  

billion (96% of fiscal 2 0 1 2  general fund expenditures) and an additional $ 9 9 6 . 7  million was committed. Fiscal 2 0 1 3  

revenues continue t o  b e  strong, and officials project an ending general fund balance o f  $ 1 .4 billion, i n  addition to 

multiple other reserves such as $ 700 million in the strategic investment and improvements fund and $650 million in 

the budget stabilization fund, the maximum level under current law. 

North Dakota's revenue collections have been strong and collections for the current biennium have significantly 

exceeded the original forecasts from April 20 1 1 . While general fund spending from direct oil taxes is limited to $300 

million per biennium, the strong economic activity driven by oil extraction has led to strong collections for sales taxes 

and personal and corporate income taxes. Through January 20 1 3 ,  general fund revenues for the 2 0 1 1-20 1 3  biennium 

were $ 1 .20 billion, or 4 1 .5%, above the April 20 1 1  forecast. 

The administration and legislature recently updated the 20 1 1 -20 1 3  biennial forecast, most recently with a legislative 

forecast in February 2 0 1 3 .  Sales taxes are North Dakota's largest general fund revenue source, at 50% of the 

2 0 1 1-20 1 3  biennial forecast revenue, followed by individual income taxes (20%), corporate income taxes (9%), and oil 

and gas production and extraction (7%). Officials project that the current federal sequestration cuts will have minimal 

impact on the state economy and state finances. 

In our view, North Dakota's conservative practices and moderate infrastructure needs have kept its debt levels low. 

With the state's limited additional debt on the horizon, we believe annual debt service should remain very low as a 

percent of the operating budget; the carrying charge was only about 1% of expenditures in fiscal 20 1 1 .  

Based on the analytical factors we evaluate for states, on a scale of ' 1 .0' (strongest) to '4.0' (weakest), we have assigned 

a composite score of ' 1 . 5'.  

Outlook 
The positive outlook reflects what we view as North Dakota's strong government framework and management, strong 

budgetary performance, and enhanced reserves. If the state continues to improve pension funding levels and brings 

them more in line with 'AAA' rated peers, we could raise the rating to 'AAA' .  Alternatively, if those actions do not 

improve pension funding to that level, we could revise the outlook on North Dakota back to stable. Downside risks for 

the rating include the potential for significant reductions in federal funding that currently flows to the state. Standard & 

Poor's will continue to monitor the federal consolidation efforts and the impact these will have on the state. 
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State Genera l  Ob l igatio n  Rati n g s  and Out looks 

State Moody's 
Alabama Aa1 Stable 

Alaska Aaa Stable 

Arizona ltAa3' Stable 

Arkansas Aa1 Stable 

California A1 Stable 

Colorado ltAa 1 '  Stable 

Con necticut Aa3 Stable 

Delaware Aaa Stable 

DC Aa2 Negative 

Florida Aa 1 Stable 

Georg ia Aaa Stable 

Hawai i  Aa2 Stable 

Idaho 1'Aa 1 '  Stable 

I l l i n ois A2 Negative 

I n d iana ltAaa' Stable 

I owa i tAaa' Stable 

Kansas ltAa 1 ' Negative 

Kentucky l tAa2 Negative 

Louisiana Aa2 Stable 

Maine Aa2 Negative 

Maryla n d  Aaa Negative 

M assach use Aa 1 Stable 

M ichigan Aa2 Stable 

M i n nesota Aa 1 Negative 

M ississippi  Aa2 Stable 

M isso u ri Aaa Negative 

S&P 

M Stable 

AM Stable 

(M-) Stable 

M Stable 

A - -�$tabje 

(M ) Stable 

M Stable 

AM Stable 

A+ Stable 

AM Stable 

AM Stable 

M Stable 

(M+) Stable 

A-
· 

Negative 

(AM) Stable 

(AM' Stable 

M+) Stable 

(M-) Stable 

M Stable 

M Stable 

AM Stable 

M+ Stable 

M- Stable 

M+ Stable 

M Stable 

AM Stable 

Fitch 

M+ 
· AM"-* 

* 
p..:" - :l. * 
M 

AM 
M-
AM 
AM 
M 

M*** 
A 

(AM) 
(AM) M*** 
A+*** 
M 
M 

AM 
M+ 
M-
M+ 
M+ 
AM 

Stable 
-� t 

··stable 

N/A 

N/A 

Positive 

N/A 

Stable 

Stable 

Stable 

Negative 

Stable 

Stable 

Stable 

Negative 

Stable 

Stable 

Stable 

Stable 

Stable 

Stable 

Stable 

Stable 

Positive 

Stable 

Stable 

Stable 

Ratings in parentheses are issuer credit ratings or implied General Obligation ratings. 

Note: Shaded box indicates recent rating action. 
• No general obligation rating. 
••• Lease revenue and/or Certificate of Participation ("COP") rating. 
Sources: Fitch Ratings, Moody's Investors Service. Standard & Poor's Ratings Services; As of March 4, 201 3. 

State Moody's 
M o ntana Aa 1 Stable 

Nebraska * Stable 

Nevada Aa2 Stable 

New Ham psh i re Aa1 Stable 

New Jersey Aa3 Stable 

New M exico Aaa Negative 

New York Aa2 Stable 

North Caro l i n a  Aaa Stable 

North Dakota (Aa 1) Stable 

Oh io Aa1 Stable 
Oklahoma Aa2 Stable 

Orego n  Aa 1 Stable 

Pen nsylva n ia Aa2 · stable 

Puerto Rico Baa3 Negative 

Rhode Island Aa2 Negative 

South Caro l i n a  Aaa Stable 

South Dakota * Stable 

Ten nessee Aaa Stable 

Texas Aaa Stable 

Utah Aaa Stable 
Vermont Aaa Stable 

Virg i n ia Aaa Negative 

Washington Aa1 Negative 

West Virg i n ia Aa 1 Stable 

Wisconsin Aa2 Stable 

Wyomi n g  * N/A 

S&P Fitch 

M Stable M+ Stable 

(AM) Stable * N/A 

M Stable M+ Stable 

M Stable M+ Stable 

M- . Negative M- Stable 

M+ Stable * N/A 

M Positive M Positive 

AM Stable AM Stable 

I(M+) Positive * N/A 

M+ Stable M+ Stable 

M+ Stable M+ Stable 

M+ Stable M+ Stable 

M t-Jegative M+ Negative 

BBB Negative BBB+ Neg_ative M Stable M Stable 

M+ Stable AM Stable 

I(M+) Stable M*** Stable 

M+ Positive AM Stable 

M+ Stable AM Stable 

AM Stable AM Stable 

M+ Positive AM Stable 

AM Stable AM Stable 

M+ Stable M+ Negative 

M Stable M+ Stable 

M Stable M Stable 

(AM) Stable * N/A 

� Cit I 



Of the 13 states which have "AAA" ratings from S&P, al l  of them have defined benefit plans 

and al l  but 2 have defined contribution plans. The fol lowing ta ble summarizes each state and 

which type or types of pensions they have. 

State Defined Benefit Defined Contribution 

Alaska Yes Yes 
Delaware Yes No 
Florida Yes Yes 
Georgia Yes Yes 
I ndiana Yes Yes 
Iowa Yes Yes 
Maryland Yes Yes 
Missou ri Yes No 
Nebraska Yes Yes 
North Carol ina Yes Yes 
Utah Yes Yes 
Virginia Yes Yes 

Wyoming Yes Yes 
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PERS (Main System) 
Projected Unfunded Actuarial Liability Under Current Plan 
(Actuarial Accrued Liability less Actuarial Value of Assets) 

• 
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201 2 201 7 2022 2027 2032 2037 2042 

-201 2  Projection - Current Plan ( Increasing to 1 2. 12% Effective 1 /1 1201 3) 
-201 2  Projection - Recovery Plan (Increasing to 1 4. 1 2% Effective 1/1/201 4 and 1 6. 1 2% Effective 1/1/201 5) 
- - 201 2  Projection - Current Plan with 1 0% New Hire Election for HB1 452 
- - 201 2  Projection - Recovery Plan with 1 0% New Hire Election for HB1452 



P R O P O S E D  AM E N D M E NTS TO E N G ROSSED H O U S E  B I L L  N O .  1 452 

Page 1 ,  l i ne 5, after "system" i n sert " ;  to provide an appropriation;  and to prov ide a n  
effective d ate" 

Page 2, l i n e  1 1 , after "fHa-R" insert "who elects to pa rticipate in the ret i rement plan u nder 
th is  c h apte r" 

Page 2 ,  l i n e  1 2 , remove "who is h i red after J u ly 30, 2 0 1 3"  

Page 6 ,  l i n e  3 ,  rep lace "At the t ime of h i re the" with "The board s h a l l  provid e  a n  
opportu nity for e l igible employees who a re n ew members of the pub lic  
e mployees ret irement system under chapter 54-52 to tra nsfer to the d efined 
contribut ion plan under th is chapter pu rsuant to rules and pol i cies adopted by the 
boa rd . "  

Page 6 ,  rem ove l ines 4 through 1 0  

Page 6 ,  l i n e  1 1 , rep lace "an e l igible employee to participate i n "  with "a member of the 
publ ic  employees reti rement system under chapter 54-52 to transfer to" 

Page 6, l i ne  1 2 ,  rep lace " I n  the case of an e l igib le e mployee" with " F o r  an i n d ivid u a l  who 
elects to t ra n sfer" 

Page 6 ,  rem ove l i n e  1 3  

Page 6 ,  l i n e  1 4 ,  remove "el igible employee transferring" 

Page 6 ,  l i n e  1 6 ,  remove "and" 

Page 6,  l ine 22 , remove "The board shal l  ca lcu late the actuarial  present value of the 
i n d ivid u a l 's"  

Page 6 ,  rem ove l ines 23 and 24 

Page 6 ,  l i ne 2 5 ,  remove " retirement age . "  

P a g e  7 l ine 3 0 ,  remove "new h i res and" 

Page 8 ,  after l ine 8 ,  insert :  

"S ECTION 6.  APPROP RIATI O N .  There is  appropriated u nder any fu nds 
received by the publ ic employees ret irement system not  othe rwise appropriated 
the s u m  of $22,000 or so m uch of the sum as m ay be necessary ,  to the pub l ic 
emp loyees ret irement system board for the purpose of imp lementing this Act, for 
the b i e n n i u m  beg i n n i ng J u ly 1 ,  20 1 3 , and end ing J u n e  30,  2 0 1 5 .  



SECTIO N  7. EFFECTIVE DATE. Section 6 of this Act becomes effective 
on J u ly 1 ,  20 1 3  a n d  sections 1 ,  2, 3, 4, and 5 of this Act become effective o n  
October 1 ,  20 1 3 . "  

Ren um ber according ly 
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1 3.0405.03005 
Title .  

Prepared by the Legislative Council staff for 
Senator Dever 

Apri l 3, 201 3  

PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1 452 

In l ieu of the amendments adopted by the Senate as printed on pages 988-995 of the Senate 
Journal, Engrossed House Bi l l  No. 1 452 is amended as fol lows: 

Page 1 ,  l ine 1 ,  after "reenact" insert "sections 39-03 . 1 -09 and 39-03. 1 -1 0 , "  

Page 1 ,  l i ne  1 ,  replace the second "and" with a com ma 

Page 1 ,  l ine 1 ,  after "sections" i nsert "54-52-02.9 ,  54-52-05, 54-52-06, 54-52-06. 1 ,  54-52-06.2 ,  
54-52-06.31 and" 

Page 1 I l ine 2 ,  after the first comma insert "subsection 6 of section 54-52.6-021 and sections" 

Page 1 I l i ne 2 1  remove the second comma 

Page 1 ,  l ine 2 1  replace "54-52 .6- 1 5" with "54-52.6-09" 

Page 1 I l ine 21 after "to" insert "increased empl oyer and employee contributions u nder the 
h ighway patrolmen's retirement plan and public employees retirement system and" 

Page 1 I l ine 3 1  remove "and to repeal section 54-52 .6-03 of the" 

Page 1 I remove l ine 4 

Page 1 I l ine 5 ,  replace "public employees retirement system" with "to provide for a legislative 
manag ement study; to provide an appropriation ;  to provide an effective date; and to 
provide an expiration date" 

Page 1 ,  after l ine 6, i nsert: 

"SECTION 1 .  AMENDMENT. Sectio n  39-03. 1 -09 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

39-03.1 -09. Payments by contributors - Employer payment of employee 
contribution. 

1 .  Every member, except as provided i n  section 39-03. 1 -07, sha ll contribute 
i nto the fund ten and thirty-hundredths percent of the member's m onthly 
salary, which sum m ust be deducted from the member's salary and 
credited to the member's accou nt in  the fund. Member contributions 
increase by one percent of the member's monthly salary beginning with the 
monthly reporting  period of Janu ary 201 2, and with an additional increase 
efan nual ly by one percent, beg in ning with the m onthly reporting period of 
January 201 3, January 2014, and J anuary 201 5. 

2 .  The state of  North Dakota, at  its option, may pay the m em ber contributions 
required by subsection 1 for a l l  compensation earned after June 30, 1 983, 
and may pay the m ember contributions required to purchase service credit 
on a pretax basis pursuant to s ubsection 8 of section 3 9-03. 1 -08.2 .  The 
amou nt paid must be paid by the state in  l ieu of contrib utions by the 
member. A member may not receive the contributed amounts directly once 
the employer has elected to pay the member contributions. If the state 
decides not to pay the contrib utions, the amount that would have been 
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paid wil l  continue to be deducted from compensation .  If contributions  are 
paid by the state, they m ust be treated as employer contributions in  
determining tax treatment u nder this code and the federal I nterna l  
Revenue Code. I f  contributions are paid by the state, they must n ot be 
i ncluded as gross income of the member in determin ing tax treatment 
u nder this code and the I nternal Revenue Code u nti l  they are distributed or 
m ade available. The state shal l  pay these member contributions from the 
same source of funds used in  paying compensatio n  to the members .  The 
state shal l  pay these contributions by effecting an equal cash reduction i n  
the gross salary o f  the empl oyee or by an offset against future salary 
increases or by a com bination of a reduction in gross salary and offset 
against future salary increases. If member contributions are paid by the 
state, they must be treated for the purposes of this chapter in  the same 
manner and to the same extent as member contributions made prior to the 
date the contributions were assumed by the state. The option g iven 
employers by this subsection m ust be exercised in  accordance with rules 
adopted by the board .  

3 .  For com pensation earned after August 1 ,  2009, a l l  e mployee contributions 
required u nder subsectio n  1 ,  and not otherwise paid u nder subsectio n  2, 
m ust be paid by the state in l ieu of contributions by the member. All 
contributions paid by the state u nder this subsection m ust be treated as 
employer contributions in  determining tax treatment u nder this code and 
the federal I nterna l  Revenue Code. Contributions paid by the state u nder 
this subsection may not be i ncluded as gross income of the member in 
determ ining tax treatment u nder this code and the I nterna l  Revenue Code 
u ntil the contri butions are distributed or made avai lable.  Contributions paid 
by the state in accordance with this subsection must be treated for the 
purposes of this chapter in the same manner and to the same extent as 
mem ber contributions made before the date the contributions were 
assumed by the state. The state shal l  pay these member contributions 
from the same source of funds used in  paying com pensation to the 
members. The state shal l  pay these contributions by effecting an equal 
cash reduction in  the gross salary of the employee. The state shal l  
continue m aking payments u nder th is section un less otherwise s pecifically 
provided for under the agency's biennial  appropriatio n  or by law. 

SECTION 2. AMENDMENT. Sectio n  39-03. 1 -1 0  of the North Dakota Century 
Code is amended and reenacted as fol lows: 

39-03.1 -1 0. Contributions by the state. 

The state shal l  contribute to the fund a sum equal to sixtee n  and 
seventy-hu ndredths percent of the monthly salary or wage of a participating member. 
State contrib utions increase by one percent of the monthly salary or wage of a 
participating member beginn ing with the m onthly reporting period of January 201 2, and 
with an additional i ncrease efan nual ly by one percent, beginn ing with the reporting  
period of Janu ary 201 3. J anuary 201 4. and January 201 5. If the m e mber's contribution 
is paid by the state under subsection 2 of section 39-03. 1 -09, the state shall contribute, 
in addition, an amount equal to the requ ired member's contribution . The state s ha l l  pay 
the associated employer contribution for those members who elect to exercise their 
rights u nder s ubsection 3 of section 39-03 . 1 - 1  0. 1 . " 

Page 1 ,  after l ine 2 1 ,  i nsert: 
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"SECTION 4. AMENDMENT. Section 54-52-02. 9  of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-02.9. Participation by temporary employees. 

A temporary employee may elect, within one h undred eighty days of beginning 
e mployment, to participate in  the public employees retirement system and receive 
credit for service after enrollment. The tem porary employee shal l  pay m onthly to the 
fund an amount equal to eight and twelve-hundredths percent times the temporary 
employee's present monthly salary. The amount required to be paid by a temporary 
employee increases by two percent times the temporary employee's present monthly 
salary beginn ing with the monthly reporting period of January 201 2 ,  and with an 
additionalincreases annual ly by two percent increase, beginn ing with the reporting 
period of January 201 3. January 201 4, and January 201 5 .  The temporary employee 
shal l  also pay the required monthly contribution to the retiree health benefit fund 
esta bl ished unde r  section 54-52 . 1 -03.2. This contribution m ust be recorded as a 
member contribution pursuant to section 54-52. 1 -03.2.  An empl oyer m ay not pay the 
temporary employee's contributions. A temporary employee may continue to participate 
as a tem porary employee in the public employees retirement system u ntil termination 
of e mployment or reclassification of the temporary employee as a permanent 
e mployee. A tem porary employee may not purchase any additional  credit, incl ud ing 
additional credit u nder section 54-52-1 7.4 or past service under section 54-52-02.6 .  

SECTI O N  5. AMENDMENT. Section 54-52-05 of the N orth Dakota Century Code 
is amended and reenacted as fol lows: 

54-52-05. Membership a n d  assessments - E mployer payment of employee 
contrib utions. 

1 .  Every el ig ible governmenta l  un it employee concurring  in  the plan must so 
state in  writing and a l l  future el igible employees are participating members. 
An employee who was not e nrolled in the retirement system when e l ig i ble 
to participate must be enrol led immediately upon n otice of the employee's 
el ig ibi l ity, u nless the employee waives in writing the employee's right to 
participate for the previous time of el igibi l ity, to avoid contributing to the 
fund for past service. An employee who is el igible for normal retirement 
who accepts a retirement benefit u nder this chapter and who subsequently 
becomes employed with a participating employer oth er than the employer 
with which the employee was employed at the time the employee reti red 
u nder this chapter m ay, before reenrol l ing i n  the retirement plan, e lect to 
permanently waive future participation in the retireme nt plan and the 
retiree health program and maintain  that employee's retirement status. An 
emp loyee m aking this election is n ot requ ired to make any future employee 
contributions to the public employees retirement system n or is the 
employee's employer required to make any further contributions on behalf 
of that employee. 

2 .  Each member m ust be assessed and required to pay monthly four  percent 
of the m onthly salary or wage paid to the member, and such assessment 
m ust be deducted and retained out of such salary in  equal monthly 
insta l lments com mencing with the first m onth of employment. Member 
contrib utions increase by one percent of the m onthly sala ry or wage paid 
to the member beg inning with the m onthly reporting period of 
January 201 2, and with an additional increase efannual ly by one percent, 
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beginning with the monthlY reporting period of January 201 3. January 
2014. and January 201 5. 

3 .  Each employer, at  its option, may pay al l  or a portion of  the employee 
contributions required by subsectio n  2 and sections 54-52-06 . 1 ,  
54-52-06.2 ,  54-52-06.3 ,  and 54-52-06.4 or the empl oyee contributions 
required to purchase service credit on a pretax basis pursuant to 
subsection  5 of section 54-52-1 7.4. Employees m ay not receive the 
contributed amounts directly once the employer has e lected to pay the 
employee contributions. The amount paid must be paid by the employer in 
l ieu of contributions by the employee. If the state determines not to pay the 
contributions, the amount that would have been paid must continue to be 
deducted from the employee's com pensation. If contributions are paid by 
the employer, they must be treated as employer contributions in 
determining tax treatment under this code and the federal I nternal 
Revenue Code. If contributions are paid by the employer, they may not be 
included as g ross income of the employee in determin ing tax treatment 
u nder this code and the I nterna l  Revenue Code u nti l they are d istributed or  
m ade available. The employer shal l  pay these employee contributions from 
the same source of funds used in paying compensation to the employee or  
from the levy authorized by  subsection 5 of section 57-1 5-28. 1 .  The 
employer shal l  pay these contributions by effecting an equal cash 
reductio n  in the g ross salary of  the employee or by an  offset against future 
salary increases or by a contribution of a reduction in g ross salary and 
offset against future salary increases. If employee contributions are paid by 
the employer, they must be treated for the purposes of this chapter in the 
same manner  and to the same extent as employee contributions made 
prior to the date on which employee contributions were assumed by the 
employer. An employer exercising its option under this subsectio n  shall 
report its choice to the board in writing . 

4 .  For  compensation earned after August 1 ,  2009, a l l  employee contributions 
required under section 54-52-06. 1 and the job service North D akota 
retirement plan, and not otherwise paid under subsection 3, must be paid 
by the empl oyer in l ieu of contributions by the member. All contributions 
paid by the employer under this subsection must be treated as employer 
contributions in determin ing tax treatment under this code and the Interna l  
Revenue Code. Contributions paid by the employer under this subsection 
m ay not be included as g ross income of the member i n  determin ing tax 
treatment under this code and the I nternal Revenue Code until the 
contributions are distributed or m ade available. Contributions paid by the 
employer in accordance with this subsection must be treated for the 
purposes of this chapter i n  the same manner and to the same extent as 
member contributions m ade before the date the contributions were 
assumed by the employer. The employer shall pay these member 
contributions from the same source of funds used in paying com pensation 
to the employee. The employer shal l  pay these contributions by effecting 
an  equal cash reduction  in the g ross salary of the employee. The employer 
shal l  continue making payments under this section unless otherwise 
specifical ly provided for under the agency's bienn ia l  appropriation or by 
amendment to l aw. 

SECTION 6.  AMENDMENT. Section 54-52-06 of the North Dakota Century Code 
is amended and reenacted as follows: 
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54-52-06. Employer's contrib ution to retirement plan. 

Each governmental un it shal l contribute an amount equal to fou r  and 
twelve-hundredths percent of the monthly salary or wage of a participatin g  member. 
Governmental u nit contributions increase by one percent of the m onth ly salary or  wage 
of a participating member beginning with the monthly reporting  period of January 201 2 ,  
and 'Nith an additional i ncrease efan nual ly by one percent, begi nning with the reporting  
period of  January 201 3, January 201 4, and January 201 5.  For those members who 
elect to exercise their rights under section 54-52-1 7. 1 4, the employing g overnmental 
un it, or i n  the case of a m ember not presently under covered employment the m ost 
recent employing governmental unit, shal l  pay the associated employer contribution .  If 
the employee's contribution is paid by the g overnmental u nit u n der s ubsection 3 of 
section 54-52-05, the employer u nit shal l  contribute, in addition, an amou nt equal to the 
required employee's contribution. Each g overnmental unit shall pay the contribution 
m onthly, or in the case of  an election made pursuant to  sectio n  54-52- 1 7 . 1 4  a lump 
sum,  into the retirement fund from its funds appropriated for payroll and salary or any 
other funds available for these purposes. Any g overnmental un it fai l ing to pay the 
contributions monthly, or in  the case of an election made pursuant to sectio n  
54-52- 1 7 . 1 4  a l u m p  sum,  i s  subject t o  a civil penalty of fifty dol lars and, as  i nterest, one 
percent of the amount due for each month of delay or fraction thereof after the payment 
became due. I n  l ieu of assessing a civi l penalty or one percent per month, or both, 
i nterest at the actuarial rate of return m ay be assessed for each m onth the 
contributions are del inquent. If contributions are paid within n inety days of the date they 
became due, penalty and interest to be paid on delinquent contributions may be 
waived. An employer is requ ired to submit contributions for any past el ig ible employee 
who was employed after J uly 1 ,  1 977, for which contributions were not m ade if the 
employee would have been el ig ible to become vested had the employee participated 
and if the employee elects to join the publ ic employees retirement system .  Employer 
contributions may not be assessed for el igible service that an e mployee has waived 
pursuant to subsection 1 of section 54-52-05. The board shal l  report to each session of 
the legislative assem bly the contributions necessary, as determi ned by the actuaria l  
study, to maintain the fund's actuarial  soundness. 

SECTION 7. AME N DMENT. Section 54-52-06. 1 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

54-52-06.1 . Contribution by supreme and d istrict court judges - Employer 
contribution.  

Each judge of the supreme or district court who is a member of the public 
employees retirement system must be assessed and required to pay monthly five 
percent of the judge's monthly salary. Member contributions i ncrease by one percent of 
the judge's m onthly salary beginning with the monthly reporting period of 
January 201 2 ,  and with an additional increase efannual ly by one percent, beginning 
with the reporting period of January 201 3, January 201 4, and January 201 5. The 
assessment must be deducted and retained out of the judge's salary in equal monthly  
instal lments. The state shal l  contribute an amount equal to  fou rteen and  fifty-two 
one-hundredths percent of the m onthly salary of a supreme or d istrict cou rt judge who 
is a participating member of the system ,  which matching contribution must be paid from 
its funds appropriated for salary, or from any other funds avai lable for such purposes. 
State contributions increase by one percent of the monthly salary of a s upreme or 
district cou rt j udge who i s  a participating  member of the system beginning with the 
monthly reporting period of January 201 2, and Vt'ith an additional i ncrease efan nual ly 
QY. one percent, beginning with the monthly reporting period of January 201 3, January 
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201 4. and January 201 5. If the judge's contribution is paid by the state under 
subsection 3 of section 54-52-05, the state shal l  contribute, in addition ,  a n  amount 
equa l  to the required judge's contribution .  

SECTION 8 .  AMENDMENT. Section 54-52-06.2 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

54-52-06.2. Contribution by national guard security officers or firefighters -
Employer contribution.  

Each national g uard security officer or firefighter who is a member of the publ ic 
employees retirement system is assessed and shal l  pay monthly  four  percent of the 
employee's monthly salary. Member contributions increase annual ly by one-half of one 
percent of the member's monthly salary beginn ing with the monthly reporting period of  
January 2014  and January 201 5. The assessment must be deducted and retained out 
of the employee's salary in  equal month ly instal lments. The national guard security 
officer's or firefig hter's employer shal l  contribute an amount determined by the board to 
be a ctuarially required to support the level of benefits specified in sectio n  54-52-1 7. 
The employer's contribution m ust be paid from funds appropriated for salary or from 
any other funds avai lable for such purposes. If the security officer's or  firefig hter's 
assessment is paid by the employer under subsection 3 of sectio n  54-52-05, the 
employer shal l  contribute, in addition, an amount equal to the required n ational guard 
security officer's or firefig hter's assessment. 

SECTION 9. AMENDMENT. Section 54-52-06.3 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

54-52-06.3. Contrib ution by peace officers and correctional  officers 
employed by political subdivisions - Employer contribution. 

Each peace officer or  correctional officer employed by a political subdivision 
that enters into an agreement with the retirement board on behalf of its peace officers 
and correctional officers separately from its other employees and who is a member of 
the publ ic employees retirement system is assessed and shal l  pay m onth ly four 
percent of the employee's monthly salary. Peace officer or correctional  officer 
contributions increase by one-half of one percent of the member's monthly salary 
beginning with the monthly reporting period of January 201 2 ,  and with an additional 
increase efannual ly by o ne-half of one percent, beginning with the monthly reportin g  
period of January 201 3. January 201 4, and January 201 5. The assessment m ust be 
deducted and retained o ut of the employee's salary in  equal  monthly instal lments. The 
peace officer's or  correctional officer's employer shal l contribute an amount determined 
by the board to be actuaria l ly req uired to s upport the level of benefits s pecified in 
section 54-52-1 7 .  If the peace officer's or correctional officer's assessment is paid by 
the employer under subsection 3 of section 54-52-05, the employer shal l  contribute, in  
addition , an amount equal to the required peace officer's or correctiona l  officer's 
assessment." 

Page 2 ,  l i ne 1 2, replace "is hired after Ju ly 30. 201 3" with "elects to participate in the retirement 
pla n  under this chapter" 

Page 3, after l ine 2, insert: 

"SECTION 1 1 .  AMENDMENT. Subsection 6 of section 54-52.6-02 of the North 
Dakota Century Code is amended and reenacted as fol lows: 
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6. A participating member who becomes a temporary employee may sti l l  
participate in  the defined contrib ution retirement plan upon fi l ing an 
election with the board within one hundred eighty days of  transferring to 
temporary employee status. The participating member may not become a 
member of the defined benefit plan as a tem porary employee. The 
temporary employee electing to participate in the defined contribution 
retirement plan shal l  pay monthly  to the fund an amount equal to eight and 
twelve-hundredths percent times the temporary employee's present 
m onthly salary. The amount requ i red to be paid by a tem porary employee 
i ncreases by two percent times the temporary employee's present monthly 
salary beginning with the monthly reporting period of January 201 2, and 
with an additional increase ofincreases annual ly by two percent, beginn ing 
with the m onthly reporting period of January 201 3, January 201 4. and 
January 201 5. The temporary employee shall also pay the required 
m onthly contribution to the retiree health benefit fun d  established under 
section 54-52. 1 -03.2. This contribution must be recorded as a member 
contribution pursuant to section 54-52. 1 -03.2.  An e mployer may n ot pay 
the temporary employee's contributions. A temporary employee may 
continue to participate as a temporary employee u ntil termination of 
employment or reclassification of the temporary employee as a permanent 
empl oyee. "  

Page 6,  l i ne 3 ,  remove "At the time of h ire the" 

Page 6, replace l ines 4 through 1 0  with "The board shal l  provide an opportun ity for eligible 
empl oyees who are new members of the public employees retirement system under 
chapter 54-52 to transfer to the defined contribution plan under th is  chapter pursuant to 
the rules and pol icies adopted by the board ."  

Page 6,  l i ne 1 1 ,  replace "an el igible employee to participate in" with "a m ember of the publ ic 
employees retirement system under chapter 54-52 to transfer to" 

Page 6,  l ine 1 2 , remove "In the case of an el igible employee" 

Page 6, remove l ine 1 3  

Page 6,  l ine 1 4 , replace "el igible employee transferring" with "For an individua l  who elects to 
transfer" 

Page 6 ,  l ine 1 6, remove "and" 

Page 6,  l ine 22, remove "The board shall calculate the actuarial present value of the 
individual's" 

Page 6, remove l ines 23 and 24 

Page 6, l ine 25, remove "retirement age."  

Page 7 ,  after l ine 26,  i nsert: 

"SECTION 1 3. AM E N DMENT. Section 54-52.6-09 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

54-52.6-09. Contributions - Penalty. 

1 .  Each participating member shal l  contribute m onthly four percent of the 
monthly salary or wage paid to the participant, and this assessment m ust 

Page No. 7 1 3 .0405.03005 



be deducted from the participant's salary i n  equal m onthly i nsta l lments 
commencing  with the first month of participation in the defined contribution 
retirement plan established under th is chapter. Participating member 
contributions increase by one percent of the month ly  salary or wage paid 
to the participant beginning with the m onthly reporting period of 
January 2 0 1 2 ,  and '.Vith an additional i ncrease afan nual ly by one percent, 
beg inning with the reporting  period of January 201 3, January 201 4. and 
January 201 5.  

2.  The employer shal l  contribute an amount equal to four and 
twelve-hundredths percent of the m onthly salary or wage of a participating 
member. Employer contributions increase by one percent of the monthly  
salary or wage of  a participating member beginn ing with the monthly 
reporting period of January 201 2, and with an additional increase 
afannually by one percent, beginn ing with the monthly reporting period of 
January 201 3, January 201 4. and January 201 5. I f  the employee's 
contributio n  is paid by the employer u nder subsection 3, the employer shal l  
contribute, in addition ,  an amount equal to the requ ired employee's 
contribution. The employer shal l  pay m onthly  such contribution i nto the 
participat ing member's account from its funds appropriated for payrol l  and 
salary or any other funds avai lable for such purposes. If the employer fai ls 
to pay the contributions monthly, it  is subject to a civi l  penalty of fifty dol lars 
and, as i nterest, one percent of the amount due for each month of delay or 
fraction thereof after. the payment became due.  

3 .  Each employer, at its option, may pay the employee contributions required 
by this section for a l l  compensation earned after December 3 1 , 1 999. The 
amount paid must be paid by the employer in l ieu of contributions by the 
employee. If the employer decides not to pay the contributions, the amount 
that would h ave been paid wil l  contin ue to be deducted from the 
employee's com pensation. I f  contributions are paid by the employer, they 
m ust be treated as employer contri butions in determin ing tax treatment 
under this code and the federa l  I nterna l  Revenue C ode. Contributions paid 
by the employer may not be included as g ross income of the employee i n  
determin ing tax treatment u nder this code and the federal I nternal 
Revenue Code unti l  they are distributed or  made available. The employer 
shal l  pay these employee contributions from the same source of funds 
used in paying com pensation to the e mployee. The employer shal l  pay 
these contributions by effecting an equal cash reduction in the g ross salary 
of the employee or  by an offset against future salary increases o r  by a 
combinatio n  of a reduction i n  g ross salary and offset against future salary 
i ncreases. E mployee contributions paid by the employer m ust be treated 
for the purposes of this chapter i n  the same manner and to the same 
extent as employee contributions made before the date on which 
employee contributions were assumed by the employer. An employer shal l  
exercise i ts option under th is subsection by reporting its choice to the 
board in writing."  

Page 7 ,  rem ove l ines 27 through 3 1  

Page 8 ,  replace l ines 1 through 8 with: 

"SECTION 1 4. LEGISLATIVE MANAGEMENT STUDY - N O RTH DAKOTA 
RETI R E M ENT P LANS .  During the 201 3-1 4 interim ,  the legislative management shal l  
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consider studying the feasibi l ity and desirabi l ity of existing and possible state 
retirement plans. The study must include an analysis of both a defined benefit plan and 
a defined contribution plan with considerations and possible con sequences for 
tra nsitioning to a state defined contribution plan. The study m ay not be conducted by 
the employee benefits com mittee. The legislative management sha l l  report its find ings 
and recom mendations, together with any legislation needed to i mplement the 
recom mendations, to the sixty-fourth legislative assembly. 

SECTION 1 5. APPROPRIATION. There is appropriated from special  funds 
derived from public employees retirement system income n ot otherwise appropriated, 
the sum of $22,000, or so much of the sum as m ay be necessary, to the public 
employees retirement system board for the purpose of implementing this Act, for the 
bienn ium beginning July 1 ,  201 3, and ending J une 30, 201 5 .  

SECTION 1 6. E FFECTIVE DATE. Sections 3 ,  1 0, and  1 2  of this Act become 
effective on October 1 ,  201 3. 

SECTION 1 7. EXPIRATION DATE - SUSPENSION. Sections 3 ,  1 0 ,  and 1 2  of this 
Act are effective through J uly 3 1 , 201 7,  and after that date are i neffective. Section 
54-52.6-03 is suspended from October 1 ,  201 3,  through Ju ly 3 1 , 201 7.  Sectio n  
54-52. 6-03 a s  it existed o n  Septem ber 30, 201 3, becomes effective on August 1 ,  
201 7." 

Renumber accordingly 
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1 3 .0405.03006 
Title. 

� 
Prepared by the Leg islative Council staff for cJ_ 
Senator Carlisle 

April 3, 201 3  

PROPOSED AMENDMENTS TO ENGROSSED HOUSE B ILL NO. 1 452 

I n  addition to the amendments adopted by the Senate as printed on pages 988-995 of the 
Senate Journal ,  Engrossed House Bi l l  No. 1 452 is amended as fol lows: 

Page 1 ,  l ine 1 ,  after "to" insert "create and enact a new section to chapter 54-52.6  of the North 
Dakota Century Code, relating to an electio n  for members of the defined contribution 
retirement plan to transfer to the public employees retirement system ;  to" 

Page 7,  after l ine 26, insert: 

"SECTION 1 3. A new section to chapter 54-52.6 of the North Dakota Century 
Code is created and enacted as follows: 

Election. 

1.:. Notwithstanding any other provision of law, the publ ic employees 
retirement system board shal l  provide an opportun ity for each eligible 
employee to elect in writing to terminate membership in  the defined 
contribution retirement plan under this chapter  and elect to  become a 
participating member in the publ ic employees retirement system under 
chapter 54-52. 

2. For purposes of this section, an el igible employee is a ny actively 
participating member of the defined contribution plan as of Ju ly 1 .  201 3, 
and is an active employee on the date an election is m ade under this 
section. El igible employee does n ot include participants who are not 
actively employed on the date of transfer of the funds, have taken a 
distribution from the defined contribution plan, are retired, are no longer 
actively employed. or members who have a qualified domestic relations 
order or other court order on their account .  

.1_ The board shal l  establish a three-month election period beginning not later 
than December 1 ,  201 3 . An eligible employee who does not make a written 
election or who does not file the election during the period specified in this 
section continues to be a member of the defined contribution plan. An 
eligible employee who makes and files a written election under this section 
ceases to be a member of the defined contribution plan upon receipt bv the 
public employees retirement system of the account balance of the 
member's defined contribution plan under this chapter and waives all rights 
to that employee's accumulated fund balance u nder the defined 
contribution plan.  If the board. in its sole discretion. determines that the 
employee was not adequately n otified of the employee's option to make an 
election pursuant to this section. the board may provide the employee a 
reasonable time within which to make that election, wh ich may extend 
beyond the three-month period . 

4. The public employees retirement system shal l credit the transferring 
employee with the service credit and salary history as reflected on its 
electronic database. 
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.Q,_ The board shal l  determine the method by which a participating member 
may make a written election under this section.  If the participating member 
is married at the time of the election, the election is not effective un less the 
e lection is s igned by the ind ividual's spouse. However, the board m ay 
waive this requi rement if the spouse's signature can n ot be obtained 
because of extenuating circumstances. 

§.,_ For an e l igible employee who elects to terminate membership in  the 
defined contribution plan pursuant to this section, the board shall tran sfer 
the member's accumulated fund balance less any rol lovers from other  
plans made into the defined contribution plan to the public employees 
retirement system under chapter 54-52. Funds transferred from the defined 
contribution plan to the defined benefit plan pursuant to an election made 
under this section must be recorded in  the defined benefit plan as 
employee and employer contributions in the same manner as transferred 
by the defined contribution provider. "  

Renumber accord ingly 
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The b i l l  cu rrently: 

Considerations of HB 1452 
4/20/2013 

• Provides for a Defined Contribut ion option for new state e m ployees as  a n  

i rrevers ib le dec is ion .  

• I nc ludes a sunset c la use i n  2017 of the Defi ned Contri but ion option to 

eva l uate where it i s  at. 

• Provides for a n  i ncrease i n  the ma i n  PERS p la n contri buti o n  rates of 1% on 

the employee and  the emp loyer s ide for each yea r  of  the bien n i u m .  Other  

p l ans  with i n  the  PERS p l an  m a ke s im i l a r, bu t  d ifferent, adjustments. 

• Provides for a study of pens ion p l ans with cons iderat ion of the imp l icat ions 

of trans it ion i ng to a Defined Contribut ions p l an .  The study i s  to be done by 

a committee other  than the E m ployee Benefits Progra m com mittee .  

P roposed amend ments w i l l :  

• Red uce the contrib ut ion rate i ncreases to 1% on the e m p l oyee and  the 

emp loyer s ide to on ly the fi rst yea r  of the b ienn i um .  

• Provide that the i ncreased rates w i l l  revert back when the p la n reaches a 

100% fu nd ing  leve l .  

Other  considerations :  

• On the Defined Benefit s ide, the contr ibut ion rates a re a djusted a s  necessa ry 

to i nsure the stab i l ity of the fund .  The benefits a re defi ned, but  the 

contri but ions va ry. On the Defi ned Contribution s ide, the contr i but ions a re 

defi ned a nd the benefits vary at the r isk of the e m ployee. If there i s  a des i re 

to reduce the contrib ut ions late r, it i s  necessa ry to spe l l  that out  u p  front. 

Opt ions inc lude :  

A. Sta rt the program at lower contribut ion rates. 



B .  App ly the a mounts over the maintenance level of the p lan  to the 

recovery on the Defined Benefit s ide.  

C.  App ly the emp loyer side of the contribution over the ma intenance level 

to the recovery on the Defined Benefit s ide. 

• The unclassified employees who previously opted into the Defined 

Contributions p lan would l i ke to return to Defined Benefits. The i r  return 

would have a positive impact on the Defined Benefit p la n .  Shou ld  we give 

that cons ideration?  
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Top 1 0  Management Characteristics Of Highly 
Rated Credits In U. S .  Public Finance 
(Editor's Note: This is an update of the version of this article published June 1 3, 2008.) 

Standard & Poor ' s  Ratings Services has widely disseminated to investors and issuers its approach for assigning credit 

ratings in U.S. public finance. We have also developed representative ranges for key ratios that factor into our 

analysis of tax-backed credit quality (see "Key General Obligation Ratio Credit Ranges - Analysis Vs. Reality, " 

published April 2, 2008 on RatingsDirect on the Global Credit Portal) . These ratios are the foundation of the 

quantitative measures Standard & Poor's uses when assigning a credit rating. We use ratios and comparisons to 

fine-tune our credit analysis and help make credit distinctions. For bond issuers, we often use credit ratios as a 

framework for making comparisons. 

In addition to quantitative factors, our view of qualitative factors inform our credit analysis. Our view of 

management factors, administrative characteristics and other structural issues facing a government entity may be an 

overriding factor in a rating outcome. We view management as contributing significantly to many of the individual 

credit ratios, which can positively affect ratings in a number of ways (see Financial Management Assessment 

criteria ) .  Conversely, we believe that the lack of strong management can be a significant factor in a weak credit 

profile. In our opinion, the economy remains a key factor in assigning a rating level, but our view of management 

and the institutional framework is usually one of the deciding factors in fine-tuning the rating. Our opinion of the 

management or administrative structure of a government can move a rating up or down more significantly and 

swiftly than any other element of a credit review. 

When assessing management, Standard & Poor's analyzes the political and fiscal framework that governs it, as well 

as the day-to-day management procedures and policies. There could be a strong management team in place, but if 

there is political instability or lack of political will to make difficult decisions, we have found that management will 

be ineffective in many cases. Standard & Poor's also focuses on the " whole of government. "  Our view of oversight 

and management controls covering the disparate operations of a government with a focus on accountability at each 

department or function is critical to strong credit ratings. 

The " Top 1 0 "  list of management characteristics associated with Standard & Poor's highly rated credits is generally 

applicable to other enterprise operations of government such as water, sewer, or solid waste. The relative 

importance of these factors may vary from credit to credit. Our view of credibility is an important part of a rating 

review process and management assessment. Every government has challenges. We believe that identifying problems 

or issues, and detailing how these will be addressed establishes credibility and greater transparency in the rating 

process. 

Top 10 List 

1 .  An established 11 rainy day 11 /budget stabilization reserve. 

A formalized financial reserve policy is a consistent feature of most of Standard & Poor's highly rated credits. 

Historically, such a policy has been standard operating procedure for some governments for decades. Others focused 

attention on this following the recession of the early 1 990s, and again in 2001 when many regions of the country 

experienced sustained revenue weakness that required severe budget reduction measures. We expect that the recent 
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financial crisis and recession will likely further increase the importance that governments will place on the build up 

and maintenance of financial reserves. In our view, reserves provide financial flexibility to react to budget shortfalls 

or other unforeseen circumstances in a timely manner. No one level or type of reserve is considered optimal from 

Standard & Poor's perspective. We have seen many different types of reserves factor into an improved government 

credit profile. In our view, some important factors government officials generally consider when establishing a 

reserve are: 

• The government's cash flow/operating requirements; 

• The historic volatility of revenues and expenditures through economic cycles; 

• Susceptibility to natural disaster events; 

• Whether the fund will be a legal requirement or an informal policy; 

• Whether formal policies are established outlining under what circumstances reserves can be drawn down; and 

• Whether there will be a mechanism to rebuild reserves once they are used. 

In our view, the use of budget stabilization reserves is not in and of itself a credit weakness. The reserves are in place 

to be used. However, we believe that a balanced approach to using reserves is important in most cases, because full 

depletion of reserves in one year without any other budget adjustments creates a structural gap in the following year 

if economic trends continue to be weak. 

2. Regular economic and revenue updates to identify shortfalls early. 
In our experience, having a formal mechanism to monitor economic trends and revenue performance at regular 

intervals is a key feature of stable financial performance. This is particularly true in the case of states, which we have 

observed tend to exhibit revenue declines during economic downturns because they rely on personal income tax, 

sales tax, corporate income tax, and other economically sensitive sources. We believe that evaluating historical 

performance of certain revenues is important to this analysis because each government will have different leading or 

lagging economic indicators that signal potential revenue variance issues based on their economic structure. The 

earlier revenue weakness is identified in the fiscal year, the more effective, in our view, the budget balancing 

response can be. We think it is important to monitor upside growth as well. In our opinion, a surge in revenues is 

important to understand as well to determine if the trend is an aberration or something that is likely to sustain and 

require a mid-year adjustment. 

3. Prioritized spending plans and established contingency plans for operating budgets. 

We have found that contingency planning is an ongoing exercise for most highly rated governments. We have 

observed that budgets tend to inflate in good times: governments may expand services, fund generous employee pay 

packages, and accelerate financing for quality-of-life projects that we believe would most likely not be considered in 

a slow growth or declining economic environment. In our analysis, we consider whether a government has 

contingency plans and options to address budget imbalance when it occurs. This would include an analysis of the 

following: 

• What part of the budget is discretionary; 

• What spending areas can be legally or practically reduced; 

• The time frame necessary to achieve reductions of various programs; 

• Where revenue flexibility exists; and 

• A course of action on the revenue side under various economic scenarios. 
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4 .  A formalized capital improvement plan in order to assess future infrastructure requirements. 

Historically, highly rated credits typically have had a long-term capital improvement program that comprehensively 

assesses the infrastructure requirements of the government and a plan to fund these requirements over a five or more 

years. We have found that having a realistic plan that is comprehensively developed and updated annually is a 

common characteristic of most highly rated local governments. We believe that developing these programs for state 

government is difficult because the scale of projects and the scope of responsibilities are very broad. Many have 

accomplished this task despite these obstacles, which we view as a positive credit factor. In our analysis, we also 

consider the extent to which a government has incorporated the impact of capital projects on the operating budget 

for the short- and long-term. We see governments as continuing to move into non-traditional projects, whether they 

are economic development (contributing infrastructure to a developer or industry) or quality of life (stadiums and 

parks, to cite a few) .  Based on what we have seen, these projects generally come with an upfront budget cost, but 

can have multiyear budget impacts. Projects can be sold as self-supporting, but in our view may potentially be a 

drain on taxing resources. 

5. Long-term planning for all liabilities of a government, including pension obligations, OPEB and other 
contingent obligations and comprehensive assessment of future budgetary risks. 

The nature of government services can create unexpected contingent obligations, or " off balance sheet " liabilities 

that could ultimately affect taxing resources. Unfunded pension liabilities have been disclosed in detail for years and 

we believe this disclosure has enhanced the transparency of funding obligations in both the current year, and future 

years. We believe that disclosure of this liability has also focused attention and planning on ways to improve 

funding levels over time. We believe that GASB Statement 45, which requires disclosure of liabilities associated with 

other post employment benefits (OPEB), should also highlight some significant future liabilities for many 

governments. Given the rate of growth in health insurance costs and current demographic trends, greater 

transparency in this area should allow for advance development of funding and management solutions, in our 

opinion. We believe that other areas of government operations and services have also resulted in budget pressure 

that may fall out of the traditional general fund focus. In our view, hospital and nursing home operations, as well as 

various other enterprise operations have caused funding challenges at the local level, even when there is no clear 

legal responsibility for the government to provide funding. At the state level, we believe that local government fiscal 

difficulties can increase and become a funding challenge for the state. 

6. A formal debt management policy in place to evaluate future debt profile. 
Over the past decade, we have seen many state and local governments develop debt management policies and debt 

affordability measures. The impact of these policies on a long-term credit rating will be dependent on our view of 

how the policies are established and used by the government, and the track record in adhering to the affordability 

parameters established in the policies. We believe the process enhances the capital budgeting and related policy 

decisions regarding debt issuance and amortization. 

7. A pay-as-you-go financing strategy as part of the operating and capital budget. 

In our opinion, pay-as-you-go financing can be a sound financing policy. Not only does it lower debt service costs, 

but also it provides operating budget flexibility when the economy or revenue growth slows. We see the use of 

pay-as-you-go financing as a more significant funding option when tax revenue growth is uncertain, given the fact 

that pay-as-you-go financing may provide additional budget flexibility in an uncertain revenue environment. 

Depending on the government's overall balance sheet profile, we believe that a better match can be achieved 

between non-recurring revenues and non-recurring expenditures if this type of financing is used. 
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8. A multiyear financial plan in place that considers the affordability of actions or plans before they are 
part of the annual budget. 

In our analysis, we consider whether this plan is comprehensive. During a sustained economic recovery, we see 

program enhancements and tax reductions as typical. We believe that pension funds that performed at record levels 

provide incentive to expand or enhance benefits. Elected officials will be ultimately responsible for the decisions 

necessary to restore out-year budget balance. We consider multiyear planning as an important part of this process. 

In our view, even when there is legal authority to raise taxes, there may not be a practical ability to do so because it 

is politically unpopular. Standard & Poor's realizes that the out-years of a multiyear plan are subject to significant 

change. They provide a model to evaluate how various budget initiatives affect out-year revenues, spending and 

reserve levels. These plans will often have out-year gaps projected, which we believe allows governments to work 

out, in advance, the optimal method of restoring fiscal balance. 

9. Effective management and information systems. 

In our analysis, we consider investing in systems that improve the efficiency and effectiveness of a government unit 

and enhance overall service delivery as a positive financial management tool. We believe that investment in financial 

management and information technology infrastructure has been significant during the past decade. To the extent 

that these changes improve financial reporting and monitoring capabilities, we view them as enhancing transparency 

and as a positive credit factor. 

1 0. A well-defined and coordinated economic development strategy. 

In our experience, economic development programs have expanded rapidly over the last 20 years. We believe that 

the question for many state and local governments now is not whether there should be a formal economic 

development program, but rather how significant a resource commitment should be dedicated to running these 

programs and offering incentives. These are government policy decisions involving cost benefit analysis that are 

generally outside the credit rating process. However, if these economic development programs and strategies create 

employment, enhance diversification, and generate solid income growth, they could have a positive effect on a 

government credit rating over the long-term. To the extent that there is a net revenue benefit to a government, it 

could also be a positive credit factor. We have seen economic development strategies increasingly become regional in 

nature, with a more coordinated approach between state and local governments. 

Related Criteria And Research 

• USPF Criteria: GO Debt, Oct. 1 2, 2006 

• USPF Criteria: Key General Obligation Ratio Credit Ranges - Analysis Vs. Reality, April 2, 2008 

• USPF Criteria: Financial Management Assessment, June 27, 2006 
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Criteria I Governments I Request for Comment: 
Methodology For U. S .  State Ratings 
Standard & Poor' s  Ratings Services is  proposing to update its methodology and assumptions for rating United States 

state governments. We are publishing this article to help market participants better understand our proposed 

approach to assigning state ratings. This methodology would replace portions of "U.S. Public Finance Criteria: GO 

Debt " published Oct. 12, 2006 and is related to " Principles Of Corporate And Government Ratings, • published 

June 26, 2007. 

Standard & Poor' s  publicly rates all 50 states based on our qualitative and quantitative analysis of a range of 

financial, economic, and institutional factors. We are proposing to separate the criteria for our review of states from 

the broader general obligation (GO) criteria article in order to provide greater clarity and detail in explaining our 

methodology and the quantitative and qualitative factors that influence state ratings. For this reason, and to enhance 

the comparability and transparency of our ratings, we are now requesting comment on the proposal described 

herein. 

In this article, " rating " refers to the rating assigned to GO debt of U.S.  states or the issuer credit rating if no GO 

debt is outstanding. The elements of  the proposal are found in  "Methodology, " below. 

SCOPE OF THE CRITERIA 

This criteria would apply to all U.S. state governments. 

PROPOSAL SUMMARY 

We are proposing to keep the same general analytic framework to rate U.S. states, which results from a combination 

of quantitative and a qualitative analysis around five main factors: 

• Government framework; 

• Financial management; 

• Economy; 

• Budgetary performance and flexibility; and 

• Debt and liability profile. 

We are also proposing to increase the transparency of our rating methodology through the following: 

• To calibrate more precisely each of the above five rating factors based on our view of quantitative and qualitative 

elements, in order to improve the comparability of our ratings globally; and 

• To explain in a transparent manner how the rating for each state is determined from the combination of the 

various rating factors. 
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SPECIFIC QUESTIONS FOR WHICH WE ARE SEEKING A RESPONSE 

• Do you agree with separating the GO criteria for U.S. states from the broader GO criteria article that we have 

historically published covering all levels of governments, in order to provide greater transparency? 

• Do you agree that the proposed rating factors and individual metrics focus on the key factors affecting state 

government creditworthiness? Can you comment on the advantages and disadvantages of this approach ? 

• Do you agree with scoring each individual metric in order to establish an overall score for each factor and 

translating that score to a rating? Do you agree that it results in a more transparent approach ? 

IMPACT ON OUTSTANDING RATINGS 

We do not expect any significant rating changes as a result of this criteria update. 

RESPONSE DEADLINE 

We encourage market participants to submit written comments on the proposal and the above questions by June 1 1 , 

2010  to CriteriaComments@standardandpoors.com. 

METHODOLOGY 

Overall Analytic Framework For U.S .  States 

Standard & Poor's assigns credit ratings to U.S. states based on our qualitative and quantitative analysis of a range 

of financial, economic, managerial, and institutional factors·. Our overall analytic framework would center around 

the following factors: 

• Government framework; 

• Financial management; 

• Economy; 

• Budgetary performance and flexibility; and 

• Debt and liability profile. 

Each of these factors would be assessed utilizing various credit metrics. The metrics are all scored on a scale from 1 

(the strongest) to 4 (the weakest). For each metric there may be several indicators evaluated to develop the metric 

score. In this case we would score each indicator individually on the same scale and average the scores to develop 

the score for the metric. The metrics for each factor would be averaged in order to develop a composite score for 

each factor. The scores for the five factors are combined and averaged to arrive at an overall score which is then 

translated to the rating as illustrated in Table 1 .  We will weight each of these factors equally when assessing the 

individual state credit rating. 
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The table below indicates the state rating level that would most likely be achieved based on the overall score 

assigned to each state, with one notch flexibility up or down. 

Table 1 

Rating levels And Scores 

Score Rating 

1 -1 .5 AAA 

1 .6-1 .8 AA+ 
1 .9-2 AA 
2.1 -2.2 AA-

2.3-2.4 At 
2.5-2.6 A 

2.7-3 A-

3 . 1 -4 BBB Category 
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Other factors impacting state ratings 
The following factors may impact or override the rating conclusions reached on the methodology outlined herein. 

Notching down factors. If one of the metrics carries a score that is substantially worse than the average or is 

assessed at '4 '  for the budgetary performance or debt and liabilities metrics, the rating could be one or two notches 

lower than the rating indicated in table 1 and the methodology outlined herein. A weak liquidity position or a high 

level of risk relating to derivatives/variable rate debt would be examples. 

Overriding factors. As mentioned above, we view U.S. states as generally having a strong commitment to their legal 

obligation to pay debt despite difficult or stressful economic cycles. Any change in this willingness to support debt 

would translate to a rating far below what is indicated. In addition, if we think liquidity deteriorates suddenly and 

access to the capital markets is questionable, a rating could also be more than a category below what is indicated in 

table 1 and the methodology outlined below. 

Impact of institutional framework on state ratings 

Under the U.S.  Constitution, state governments have broad powers to establish their own tax structures and 

expenditure responsibilities and therefore possess unique administrative and financial flexibility. State public finance 

systems are in our view mature and accounting standards are well-developed, contributing to a high level of 

transparency. States typically have balanced-budget requirements and well-developed revenue and expenditure 

monitoring policies and procedures. The priority of payment for debt service is generally defined and capital market 

access is also generally well-established. As noted above, we believe U.S. states generally have a strong commitment 

to their legal obligation to pay debt despite difficult economic cycles. U.S. states may not file for bankruptcy under 

the U.S. Bankruptcy Code. We believe that these factors contribute to a strong institutional framework and a strong 

debt repayment history for the sector. These unique characteristics, considered under our analytic methodology for 

rating states, generally contribute to a high credit profile for the sector, typically in the 'AA' category or higher. 

In differentiating state ratings above the 'AA' rating level or identifying circumstances in which ratings might be 

below the 'AA' category, our methodology would include a review of various quantitative and qualitative measures 

relating to management and government framework, financial performance and flexibility, economy, and debt and 

liability profile. Under the proposed methodology, our quantitative analysis of states would incorporate a review of 

a number of measures of financial and economic performance as well as debt and other liabilities. Our qualitative 

analysis would assess the government framework and how we think it affects state powers, the political 

environment, and management policies and practices. While many of the quantitative measures tend to be cyclical 

over time, we believe the qualitative aspects of the criteria allow for rating stability through economic cycles. 

Relationship to sovereign rating 

State ratings are not directly linked to the rating of the U.S. The rating on a state or local government can be higher 

than a sovereign rating (see " Methodology: Rating A Regional Or Local Government Higher Than Its Sovereign, " 

published Sept. 9, 2009) if, in our view, the individual credit characteristics remain stronger than those of the 

sovereign in a scenario of economic or political stress. Other factors that would be reviewed include what we 

consider to be a predictable institutional framework that limits the risk of negative sovereign intervention and the 

ability to mitigate negative intervention from the sovereign due to high financial flexibility and independent treasury 

management. 

Stress scenarios and calibration of state ratings 

To calibrate state ratings, Standard & Poor's uses the stress scenarios associated with each rating category level, as 

presented in Appendix IV of the criteria article " Understanding Standard & Poor's Rating Definitions, " published 

www.standardandpoors.com/ratingsdirect 5 



• 

Criteria I Governments I Request for Comment: Methodology For U.S. State Ratings 

June 3 ,  2009, (hereafter called the' " stress scenario article " ) . 

Given the institutional framework described above, we believe that a state should be able to attain at least a 'AA' 

rating level, because we expect it should be able to meet its financial obligations, even in a very severe stress 

scenario, in which GDP could decline up to 15%,  unemployment could go up to 20% and stock markets could 

decline up to 70 % as defined in the stress scenario article. 

We base our opinion on the fact that states have a broad range of options to mitigate the impact of a very severe 

economic crisis. These options include revenue adjustments, managing disbursements, and accessing reserves or 

other forms of liquidity when necessary in order to restore budgetary balance. In this context, we believe that a state 

with an above-average credit profile (generally representative of a wealthy and well-diversified economy, good 

management, good liquidity, and flexibility) should be able to withstand this level of stress and still meet its financial 

obligations. 

Government Framework 

We believe that the government framework in place for a state is an important factor in establishing a rating. Each 

state has a unique government structure and political environment that can affect its powers as defined by federal 

and state law and influence its fiscal position. The three metrics we use to assess government framework are: fiscal 

policy framework; system support (federal government); and intergovernmental funding framework (local 

government). 

Fiscal policy framework 
The framework within which a state taxes, spends, and issues debt influences a state's ability to manage through 

various economic stress scenarios in our opinion. When evaluating the fiscal policy framework of a state we analyze 

both constitutional and statutory provisions around the following: 

• Balanced budget requirement: In contrast to the federal government and many local governments, most U.S.  

states are required by statute or their constitution to propose or adopt a: balanced budget. Others are required to 

ensure balance during the fiscal year. In our opinion, this requirement tends to force budgetary discipline. 

Table 2 

Balanced BudgetRequirement . " , 

Score 

2 

3 

4 

Constitutional/statutory requirement for budget balance when introduced and adopted. The budget is required to stay in balance 
during the year. 

Budget must be balanced when introduced or when adopted but no legal requirement to maintain balance during the year. 

There is no requirement to propose or adopt a balanced budget but there is a track record of doing so. 

No balanced budget requirements exist. 

• Tax structure: Most states enjoy the flexibility to set and modify tax rates, deductions, exemptions, and collection 

dates. If this can be achieved without major constitutional, legal, or administrative difficulty, these discretionary 

powers can quickly and favorably influence a state 's fiscal condition. 
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Table 3 

::fax Structure _ ' 
' ·. ' ·· 

· ·  .; 
Score 

1 State has legal autonomy to raise taxes, revenues (rate and base); no constitutional constraint or extraordinary legislative threshold. 

2 There are some legal restrictions on adjusting certain taxes or revenues but not a l l  revenues. 

3 There are constraints (constitutional, high legislative threshold, voter approval) to adjusting taxes or revenues. 

4 There are multiple constraints including constitutional. statutory, and voter approval requirements relating to a l l  key revenue sources. 

• Disbursement autonomy: While states generally have broad service responsibilities, most enjoy considerable 

discretion in establishing funding levels for state assistance, shifting responsibilities to local government and 

establishing or changing disbursement dates for various programs. This affords a high level of control over 

budgets and cash flow which can positively affect fiscal standing. 

Table 4 

.Disbursement Autonomy . · 
· 

Score 

High degree of flexibil ity in adjusting disbursements; extends to nearly all program areas. 

2 Flexibil ity exists but may not be for a l l  program areas. 

3 Flexibil ity is constrained; contributes to budgetary inflexibil ity. 

4 Flexibility to adjust disbursements is extremely limited. 

• Voter initiatives: A state' s  autonomy can be limited and this can affect relative credit standing in our view. Where 

decisions about specific tax or revenue levels, spending allocations, and debt issuance are placed in the hands of 

the electorate, states have reduced flexibility to respond to changing economic or financial situations, in our 

opmwn. 

Table 5 

Voter Initiatives 

Score 

1 Not a voter initiative state; sovereign powers are strong. 

2 State has some in itiative activity but it has not negatively affected operations or limited flexibil ity over time. 

3 State has an active initiative process which has affected state revenues and/or expenditures and flexibility has been diminished. 

4 Initiative process is highly active and has substantially impaired operations of government 

• Legal framework for debt: Legal guidelines and the specific security features relating to GO debt are analyzed. 

This review would include the nature of the repayment pledge, the priority of payment for debt service, 

amortization features that are imbedded in constitution or statute, and legal restrictions related to debt issuance. 

Table 6 

legal Framework (Debt) · 

Score 

2 

3 

4 

High degree of legal flexibility to issue debt for a range of purposes. There is a strong legal priority for payment of debt 

Some legal l imitation on debt issuance which has not been restrictive. There is a legal priority for debt but it is not a first dol lar 
priority. 

Very l imited legal ability to issue debt; lack of voter support or l imited access to a lternative debt structures. There is no established 
legal priority for debt 

Cannot issue debt, there is a lack of voter support. There is no priority of payment for debt seNice. 
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System support ( federal government) 
System support is an assessment of the predictability of the public finance system in a federal context, the match 

between revenue sources and their responsibilities, the degree of transparency and accountability, as well as the 

existence of a prudent fiscal policy framework. Included in this assessment is the predictability and stability of 

funding flows from the federal government to states (see " Methodology: Assessing The Institutional Framework For 

International Local And Regional Governments, " published July 30, 2009) .  

Intergovernmental funding framework (local government) 

How services and programs are provided across state and local governments and what the funding relationship has 

been over time are in our view important considerations because they influence revenues, spending and overall 

budget flexibility. 

Funding of local governments and school districts is a large part of each state 's budget. We review the legal 

requirements and historical patterns of state assistance. If a state has broad discretion in adjusting spending flows to 

local governments, it will have a high level of control over budgeting and cashflow. Conversely, limited legal 

capacity to adjust programs and spending levels or limited political willingness to do so translates into less 

autonomy. 

Table 7 

Intergovernmental Fundin.g Framework . . 

Score 

2 

3 

4 

Level of assistance to local governments is l imited or highly flexible from a legal standpoint or by historic patterns; strong 
abil ity to downstream reductions. 

Level of assistance to local governments is high;_flexibi lity (either lega l or practical) may be limited at times. 

Level of assistance is high and is not flexible from a legal or practical standpoint; abil ity to downstream budget issues is 
restrained. 

Very l imited flexibil ity exists. 

Financial Management 

The rigor of a government's financial management practices is an important factor in Standard & Poor's analysis of 

a government's creditworthiness. Managerial decisions, policies, and practices have a direct effect on a government's 

financial position and operations, debt burden, and other key credit factors. A government's ability to implement 

timely and sound financial and operational decisions in response to economic and fiscal demands is in our view a 

key factor in assessing credit quality. Both the financial policies and the framework for budget management are the 

key metrics to assessing financial management and are scored individually and averaged to develop an overall score 

for financial management. 

Financial Management Assessment 

Standard & Poor's analyzes the impact of financial management polices and practices through the use the Financial 

management Assessment (FMA). The FMA attempts to provide a transparent assessment of a government' s  financial 

practices and to highlight aspects of management that are common to most governments in a consistent manner (see 

" USPF Criteria: Financial Management Assessment " ,  June 27, 2006). Based on the current framework, a state is 

assigned a " strong " ,  "good " ,  " standard " or "vulnerable"  assessment. 
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Budget management framework 
While the FMA outlines policies in a range of areas including budget amendments, the framework for managing the 

budget (including legal framework as well as the policies in practice) is a factor in the high credit profile of U.S. 

states and we believe it is important in differentiating state credit ratings above or below the 'AA' rating level. 

In assessing the budget management framework, we review whether: 

• There is a formal schedule for providing revenue and spending forecast updates throughout the year; 

• There are frequent (two or more times) updates during the fiscal year, especially during weak economic periods; 

• Constitutional or statutory mechanisms are in place which force action on budget imbalance through the year; 

• Budget adjustments are implemented in a timely manner to restore balance, generally within 30 days of budget 

gap being identified; 

• There is a legal requirement to end the year in balance or a strong track record of doing so absent a legal 

requirement; 

• The executive branch/budget office has broad powers to adjust appropriations; 

• Legislative approval is required to restore balance but the response is timely (adjustments begin within about 30 
days of the gap being identified); 

• There is a well-established track record of making difficult and politically unpopular revenue and spending 

decisions in order to restore balance during the fiscal year; 

• Gap-closing solutions are generally focused on structural budget balance or do they typically rely on 

non-recurring revenue or spending actions; and 

• Deficits are not carried forward. 

A state that meets all but one or two of the above budget management items would likely receive the highest score 

for its budget management framework while a state that exhibits only one or two of the these characteristics would 

likely result in the lowest score. 

Table 8 

Budget Management"framework ' ' 

Score 

Framework is formalized, strong. and proactive; adjustments are timely, with emphasis on structural balance. 

2 Framework is good but process may be less defined and adjustments may be less timely. 

3 Monitoring is established but adjustments are not timely and response is uneven. 

4 Framework is weak which prohibits timely adjustment; deficits carry forward into the next fiscal year. 

Economy 

Economic factors are an important component of our credit review. We believe that economic fundamentals play an 

important role in revenue generation and also influence spending and infrastructure requirements for state 

governments. We evaluate a range of economic indicators and evaluate the match between a state 's economic profile 

and tax structure. Our economic review focuses on four metrics: demographic profile, economic structure including 

employment composition and regional economic opportunities, wealth and income indicators, and economic 

development and growth prospects. Each of these metrics is scored ( 1 -4) and averaged to assess the overall economic 

fundamentals of a state. Where there are multiple indicators for each metric, they are also scored ( 1  to 4) and 

averaged to develop the metric score. 
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Demographic profile 
We believe that the structure and growth characteristics of a state 's population base provide critical information 

about revenue-generating capability as well as the costs of providing services and infrastructure. It is also a factor in 

revenue distribution at the federal level. We analyze historic population trends for each state relative to national and 

regional trends. We also focus on projections for future growth or decline. The age profile of the population base 

and changes in it over time are also considerations due to the high proportion of state spending tied to education 

and social service programs. To assess this we review the age dependency ratio calculated by the U.S. Census 

Bureau. The key indicators of for demographic profile are: 

• Population growth trends; and 

• Age distribution of population. 

Table 9 

De,mographic 'Profile ·. . 

Indicators 

Score Population growth trends Age dependency ratio* 

Strong population growth relative to U.S. Relatively low dependent population (more than 5% below U.S. levels). 

2 Stable population trends; steady growth over time in line with 
U.S. 

Dependent population ratio in l ine with U.S. levels. 

3 Demographic trends are negative at periods. Dependent population is well above U.S. (0- t5%). 

4 Growth has declined for more than a decade. Dependent population has significant variance (more than 5%-1 0% from 
U.S.). 

• From the U.S. Census. 

Economic structure 

The composition, output, and diversity of the employment base plays a role in the link between a state's economy 

and its ability to generate revenues. A state 's economic structure can also influence the level of services it provides 

and can contribute to spending growth pressures. A review of the economic structure, growth trends, and how 

various indicators perform during economic cycles allows us to assess the relative stability or cyclicality of a state's 

economy. We also review changes in the structure of the economy over time to assess diversification trends and how 

this may affect future economic performance. The key indicators are: 

• Employment composition by sector and how it compares to the national distribution; 

• Employment, labor force, and unemployment trends; 

• Retail sales growth trends and key components of retail activity; and 

• Gross state product. 

Table 1 0  

'Economic Structure 

Score 

2 

3 

Unemployment 

Rate 2%+ below U.S. 

Rate within 2% +/- of 
U.S. 

Rate 2%+ above U .S. 

Indicators 

Employment composition/diversity of base 

Employment mix in line with U.S.; l imited concentration; performance 
tends to be less cyclical than U.S. 

Employment base exhibits some concentration that contributes to 
more cyclical performance than the U.S. economy as a whole. 

Employment base is concentrated; performance has been cyclical and 
weak relative to the U.S. over the past decade 

Standard & Poor's I RatingsDirect on the G lobal Credit Portal I May 1 1 , 201 0 

GSP* per 
capita 

>1 00% of 
U.S. 

>85% of 
U.S. 

>75% of 
U.S. 

GSP growth 

Growth consistently above 
U.S. 

Growth in line with U.S. 

G rowth below the U.S. 
periodically. 
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Table 1 0  

'Ecoiiomic structure (contl · · - · . 

· 

. . · · 

4 Rate 5% or more above Employment base has high level of concentration relative to U.S. 
U.S. distribution which has contributed to cyclical performance and weak 

trends over decades. 

• GSP · gross state product. 

<75% of 
U.S. 

Growth has consistently 
been below U.S. levels. 

We evaluate these indicators in the context of regional and national performance. In addition to the key indicators, 

we analyze the largest employers relative to current economic conditions to assess the potential for cyclicality and 

how those firms might affect future growth and development. We include regional patterns of employment in the 

review if an individual state benefits from proximity to other labor markets. 

Wealth and income indicators 
We consider wealth levels of a state as part of the economic review. How income compares to national levels and 

how growth rates have trended over time can provide useful information about ability to tax residents. While higher 

wealth and income levels often translate to a high ability to pay taxes, they can also translate to a higher level of 

revenue volatility for states as most rely on personal income tax revenue and capital gains performance. We also 

evaluate income generation by sector. A higher than average (relative to U.S.  distribution) contribution from certain 

sectors is important tO consider as it relates tO the ability to generate revenues and assess the potential for growth 

and the volatility of resources. Since state 's fund a range of social service programs geared toward low income 

residents, we also analyze the disparity in income in a state. An income distribution that lacks extremes on either 

end may contribute to greater revenue stability and less spending pressure so the absolute level of income may be 

less telling for states from a fiscal standpoint. The key indicators are: 

• Per capita personal income; 

• Per capita personal income growth rates; and 

• Income by sectOr relative to U.S. average. 

Table 1 1  

lncome_And Wealth .. 
· 

Score 

2 

3 

Indicators 

Per capita personal 
income rank Personal income growth rates 

> 1 DO% of U.S. Positive growth relative to U.S.; less 
cyclical. 

>85% of U.S. Steady growth but may be uneven relative 
to U.S. and more cyclical over time. 

75%-85% of U.S. Growth is evident at times but is 
consistently below U.S. 

Income by sector 

Income by sector in line with U.S.; l imited concentration; 
performance tends to be less cyclical than U.S. 

Income base exhibits some concentration that contributes to more 
cyclical performance than the U.S. economy as a whole. 

Income base is concentrated; performance has been cycl ical and 
weak relative to the U.S. at times. 

4 <75% of U.S. Performance below U.S. consistently and 
trends have been negative over economic 
cycles. 

Income base has high level of concentration relative to U.S. 
distribution which has contributed to cyclical performance and weak 
trends for at least a decade. 

Economic development/growth prospects 

In addition to historic economic trends, we consider each state's economic development initiatives and future growth 

prospects as they are likely to affect future revenue generating capacity. We have identified areas that we believe will 

drive future development. A state that displays a preponderance of attributes in a given section below will be 

assigned that score. We express our assessment of economic development prospects as follows: 
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Table 1 2  

Eponomic Growth Prospects · . . · 

Score 

The state's climate. location, resources, employment opportunities, affordabil ity, or tax structure are likely to support above-average 
demographic trends or significant private sector investment. Major urban centers are vibrant and continue to attract in-migration and 
investment. Key employers and higher education anchors are substantial and are catalysts to continuous investment over time. Key 
employment sectors are tied to areas that are expected to grow at an above-average pace. Infrastructure is in place to support growth 
and development. 

2 The state's cl imate. location. resources. employment opportunities. affordabil ity or tax structure should provide for growth in population 
and employment over time but growth across the state may be uneven. Some, but not all, of the urban centers are attracting investment 
and are major centers of job creation. Higher education anchors are not situated near major urban center or major employment centers. 
which could limit their effectiveness. Concentration of economic activity in certain sectors may limit overal l growth in the state as these 
industries have weak or below-average growth prospects. 

3 

4 

We expect the state to experience l imited growth or possibly decline for a range of reasons including reliance on sectors that are 
experiencing structural decline; affordability/tax structure present a competitive disadvantage. 

Growth prospects are not evident and there is little focus by the state on economic development initiatives. 

Budgetary Performance and Flexibility 

While states prepare audits each year on a generally accepted accounting principles (GAAP) basis, budget 

development, appropriations, budget monitoring, and reserves are all expressed on a budgetary basis, which is more 

closely aligned with a cash basis presentation. While budget-based financial information is a primary focus of our 

financial review because it is how state finances are managed on a day-to-day, we analyze the audited financial 

statements and variations between GAAP and budget-based financ;ial disclosure to gain a more complete 

understanding of a state ' s  financial condition. We assess six key metrics in order to evaluate budgetary performance 

and flexibility. These metrics are scored individually and averaged to develop an overall assessment of budgetary 

performance and flexibility. Where there are multiple indicators for each metric, they are also scored (1 to 4) and 

averaged to develop the metric score. 

Reserves 

State revenues are cyclical and generally respond swiftly to changing economic conditions. Looking at the history of 

revenue shortfalls for states, no budget reserve fund could be sized to completely address the potential for volatility 

in a severe recession or revenue downturn. It is our opinion, however, that states with well-funded reserves will have 

maximum flexibility to address shortfalls when they occur. 

Formal budget reserves. The history of state budget reserves is that they have been increased in times of economic 

growth and depleted in times of economic decline. Over the past two decades there has been a trend by states 

toward greater formalization of budget reserve policies. We believe that a clearly articulated policy and steady 

funding of reserves is important so the reserves can be used to manage through economic cycles. In addition to the 

level of funding, our review includes how the size of the reserve compares to historic revenue and spending volatility, 

and the track record of funding the reserve, including any replenishment mechanisms. 

Table 1 3  

Budget-Based ' Reserves�Relative To Revenue And Spending 
Above 8% 

2 4%-8% 

3 1 %-4% 

4 Below 1 %  

Note: Refers to reserve policy levels and not actual funding level as we observe that reserves are often depleted through economic cycles. 
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Other reserves. In addition to formal budget reserves, we review financial reserves and balances identified in funds 

outside of the state's main operating fund or general fund that may be available for budget purposes. 

Table 14 

Other Reserves · · 
· 

Score 

More than 2%; these reserves are available without legislative approval tor transfer. 

2 More than 2% but transfer/use requires legislative approval. 

3 Up to 2%; transfer may or may not require legislative approva l . 

4 No available reserves in other funds. 

Note: Other reserves might be a combination of other funds outside of the state's main operating fund (non-general fund). 

Liquidity 
Standard & Poor's believes that a state ' s  liquidity position is an important component of its overall credit profile. In 

analyzing liquidity, we review the following areas: 

Liquidity management policies/practices. Nearly all states have well-developed cash monitoring capabilities, 

including daily monitoring of balances, and well-developed forecasting tools that enable swift reaction to 

imbalances. We also consider the ability to adjust disbursements and collections. 

Cash flow predictability. The fluctuation in receipts and disbursements during the year and determining mismatches 

and how this changes from year to year. 

Internal cash flow generation capacity. States often have broad discretion to access liquidity from other than 

general funds. We examine whether all funds are commingled--which provides a high degree of flexibility--or 

whether legislative or executive authority is required to shift resources from other funds to cover key operating fund 

requirements. We also factor into our review of liquidity the level of reserves available for cash flow purposes across 

state government. 

External cash flow borrowing. We review borrowing cash flow purposes and how that has fluctuated over time. 

Table 15 

liquidity .Management And Position · 

Score 

Strong cash monitoring capabilities; broad authority to access liquidity from pooled funds which a l lows for highly predictable cash 
management, receipts and disbursements are aligned; broad authority to adjust disbursements; little or no reliance on external 
borrowing. 

2 Strong cash monitoring capabilities. access to pooled cash is ava i lable but may be l imited to certain funds; receipts and disbursements 
may not be tota lly aligned during the fiscal year; well-defined contingencies are in place to augment internal resources; external 
borrowing is conducted with ease and stable over time relative to the size of the budget; ability to manage disbursements may be l imited 
in some areas. 

3 

4 

Cash monitoring is comprehensive; access to internal liquidity is not sufficent to address timing or is restricted; recurring receipts and 
cash disbursements are not al igned and there may be variabil ity that leads to external borrowing requiring regular adjustments through 
the course of the budget year. internal estimation of cash flow needs difficult to predict 

Liqu id ity is weak and needs are volatile at times; state is meeting certain obl igations only by deeply delaying payment on other 
obl igations; ability to access pooled cash is l imited; external borrowing is common and not predictable in terms of size and frequency; 
borrowing expanding relative to the size of the budget and may cross fiscal years. 

Tax/revenue structure 

Levying taxes has been a key tool for states in managing through a range of economic cycles. We believe that a 

state' s  tax structure, including the range of taxes, the ability and willingness to adjust them, and how they align with 
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economic activity within its borders is an important credit factor. 

Diversity of revenue sources. We evaluate the range of taxes levied or revenues generated by each state and what the 

relative contributions are from each source. This includes a review of both the tax base and the rates to understand 

how they align with a state's economy and ultimately how they affect the volatility and predictability of revenues. 

Table 1 6  

Revenue Divers�tY Score · . . 
· · · · 

·. · . · · · · " . 

Score 

State has contributions from at least two major sources that generally contribute more than 1 5%-20% each. 

2 State relies on one key revenue source. generally providing more than 65% to fund operations but revenue a l igns with key economic 
strengths of the state. 

3 

4 

State relies on one key revenue source tor more than65% at revenues; key revenue source does not align closely to economic 
fundamentals. 

State relies on one revenue source to fund more than 90% of operations. 

Revenue adjustment history. While the legal framework for levying taxes and adjusting the tax rate and base are 

measured as part of the government framework, the practical ability and willingness are assessed as part of the 

financial flexibil ity and performance. 

Table 17 

Revenue'Adjustment History · - · ·. · - . 
· · 

... ' • ' �. ' • - • , > 

Score 

Strong track record at revenue adjustments; adjustments are timely. 

2 There is a demonstrated track record revenue adjustments; response is generally less timely and may lag by a fiscal year. 

3 Revenue adjustments are made periodical ly but they are not timely and may lag structural imbalance by more than a year. 

4 Revenue adjustments are not implemented. 

Revenue forecasting process 

State revenues tend to be volatile during economic downturns because they rely on personal income tax, sales tax, 

corporate income tax, and other economically sensitive sources. In our view, these sources tend to react more swiftly 

to economic growth and decline and are more difficult to forecast than property tax revenues. As a result, the 

revenue forecasting process is part of the review for each state. Specifically, we review what economic sources and 

projections provide the foundation for the forecast and how the forecast compares to other economic projections, as 

well as those of the state's peers. We also evaluate the process in place to establish the forecast: is it a non-partisan, 

consensus-revenue estimating process or a forecast negotiated by the executive and legislative branches through the 

budget adoption process. Forecasts would be analyzed to determine if they align with the current economic 

environment and historic performance. 

Table 18 

Revenue Forecasting Process . 
Score 

There is a format. non-partisan. consensus revenue forecasting process that reviews forecast several times during fiscal year. 

2 There is a formal and detailed revenue forecast process; may be done by executive and legislative branch separately with an attempt to 
al ign the forecast in advance at budget approval based on economic considerations. 

3 

4 

Revenue forecast is detailed and comprehensive but final outcome may be "negotiated" and there is some level of political influence 
over outcome. 

There is no formal revenue forecasting process. 
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Service levels and e;xpenditures 
The range and level of services provided by each state varies significantly. We believe that expenditure composition 

and how this has changed over time is useful in assessing fiscal stability and flexibility. 

Legal framework. The legal framework for funding various service responsibilities is important to the extent that it 

creates or constrains budget flexibility. Spending for Medicaid is an example of a federally mandated program that 

is costly and usually difficult to adjust. Certain states provide a high level of services under the program, while 

others provide less. These differences will affect overall budget flexibility. Other services may have a constitutional 

or statutory basis of funding. Funding for K-12 education is a constitutional obligation for nearly all states. A state 

facing a legal challenge to its funding system will often have additional spending requirements, which could diminish 
flexibility. 

Discretionary vs. non-discretionary. When evaluating the range of services provided we analyze which are 

non-discretionary (mandates, statutory, constitutionally required, or contractual) and would be difficult to reduce 

versus those that are discretionary. 

Predictability. When evaluating state spending, we also review how predictable the expenses are: do they fluctuate 

with the economic environment (social service programs are an example), are they regularly tied to other statutory 

actions { stringent prison sentencing laws translating to higher prison costs), or influenced by other policies or factors 

specific to a state (debt vs. pay-as-you-go policies or collective bargaining agreements) .  In our opinion, services that 

are not predictable contribute to volatility. 

Table 1 9  

Service Levels/Expenditures · · , 

' . ' 

Score 

2 

3 

4 

Expenditures are predictable and do not vary significantly from budgeted expectations; high degree of flexibility to reduce 
services/expenditures in most program areas. This flexibil ity is measured in terms of the legal abil ity and the political 
willingness. 

Expenditures are generally predictable but may experience cyclical trends; abil ity to cut services and expenditures is good, but 
may not extend to all program areas from a practical or legal standpoint 

Expenditures tend to be cyclical and less predictable with variances relative to budget common in certain program areas; abi l ity 
to cut services/ expenditures is adequate but many program a reas are excluded from a practical or legal standpoint 

Expenditures are very cyclical and unpredictable and variances relative to the budget are common for many program areas; the 
state has exhibited a persistent reluctance or inabil ity to reduce expenditures and service levels. 

Structural budget performance 

We consider a state 's budget to be structurally balanced if current revenues match current operating expenditures. 

We believe that having a structurally balanced budget is an important measure of fiscal performance and we review 

a state ' s  performance in achieving this through economic cycles. We recognize that structural balance is difficult to 

maintain during economic downturns when revenue performance is weak, but we believe it is also difficult during 

periods of strong economic growth when excess revenue can lead to expansion of programs and services. Most state 

governments that do multi-year financial planning will almost always show out-year gaps regardless of the economic 

climate as scarce resources are balanced against virtually unlimited spending needs. Periods of imbalance are 

common for states but we believe that a track record of aligning recurring revenues and expenditures over time is an 

important element of fiscal performance. 
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Table 20 

Structural Budget Performance -

· · . · · · · -.: 
Score 

2 

3 

4 

Surpluses are regularly recorded in periods of positive economic growth; surpluses are used to fund reserves and other non recurring 
items. In periods of economic decline. focus on addressing budget imbalance includes structural solutions (generally more than 50%1 
rather than all one time measures. 

Balanced operating results are typically achieved during periods of positive economic growth; commitment to reserves and 
non-recurring program areas is not formalized and may not be consistent; in periods of decline. focus on budget balance may be more 
reliant on non-recurring measures (more than 50%) to restore balance. 

Balanced operating resu lts may be achieved in positive economic periods but there is limited commitment to reserves and non-recurring 
program areas (surpluses largely fund higher recurring spending). In periods of economic and revenue decline. focus on budget balance 
may be more reliant on non-recurring measures (more than 75%) to restore balance. 

There is limited focus on structural budget balance; deficits are regularly carried forvvard into future fiscal years and reserves are not 
funded in periods of positive economic growth. 

Debt And Liability Profile 

Debt and liability analysis remains a significant focus of Standard & Poor's overall credit evaluation of states. In 

particular, we are interested in debt service expense and how it might compete with funding of other long-term 

liabilities and operating costs for future tax streams and revenue sources. In general, serial bond issues are the most 

common form of financing which allows for predictable servicing costs. We evaluate four key metrics and for each 

metric we score key indicators. Each of these indicators is scored separately and then averaged to develop the overall 

score for the metric. 

Our review of a state 's debt profile includes an emphasis on debt management which is outlined in the FMA. States 

with high ratings tend to have formal and well-defined debt management policies, which typically include guidelines 

for issuing debt, affordability parameters, and policies for variable-rate debt and use of derivatives. 

Debt structure 

Standard & Poor's debt ratio calculations for states aggregate all tax-supported obligations, including GO bonds, 

appropriation obligations, and special-tax bonds such as sales, persona] income, and gas tax bonds. In general, our 

tax-supported debt calculation will not include debt that is issued for true enterprise or self-sustaining purposes, 

such as toll revenue bonds if revenues are sufficient to cover debt service costs (see " USPF Criteria: Debt Statement 

Analysis , "  Aug. 22, 2006) .  Once we have determined a net direct tax supported debt figure, we calculate various 

ratios. 

We do not include grant anticipation revenue (GARVEE) bonds in state debt calculations if they are payable solely 

from dedicated federal revenues. We will also exclude bonds secured by tobacco settlement revenues from state debt 

calculations if they conform to our stress scenarios for rating such debt and are payable exclusively from settlement 

revenues. There have not been a wide range of securitizations of assets or future revenues. We would evaluate each 

on a case-by-case basis to determine if it would be included as tax supported debt or a contingent liability. We 

exclude contingent obligations or moral obligation debt from the tax-supported debt calculation if there has been no 

state support required. As the use of public-private partnerships expands, there will be careful evaluation of the 

nature of a state's obligation under various long-term agreements in determining whether the obligation is 

considered part of a state's tax-supported debt burden or would be considered a contingent liability. 

Standard & Poor's I RatingsDirect on the Global  Credit Portal 1 May 1 1 ,  201 0  1 6  



' , 

Criteria I Governments I Request for Comment: Methodology For U.S. State Ratings 

Key debt ratios 
Standard & Poor's examines a variety of ratios to measure debt structure, including: 

Debt per capita. This ratio establishes comparative ranges based on the population that is served and pays for the 

debt. 

Table 21 

Tax�Supported Debt Per Capita . 
Low ( l )  Below $500 

Moderate (2) $500-$2.000 

Moderately high (3) $2.000-$3,500 

H igh (4) Above $3.500 

Debt as a percentage of personal income. We consider this ratio to be relevant because we believe the capacity to 

pay is a critical factor in debt analysis. 

Table 22 

J"ax-Su!Jported :oebt/Personal 'Income 
Low ( l )  Below 2% 

Moderate (2) 2%-4% 

Moderately high (3) 4%-7% 

High (4) Above 7% 

Debt service as a percentage of expenditures. We believe this ratio is an important indicator, and one that states 

have emphasized more than other measures to assess affordability. Debt service to operating revenue and debt 

service to operating expenditures usually track closely, although distortions in the first ratio can occur if 

nonrecurring revenues are factored into state revenue bases. 

Table 23 

Tax-Supported Debt Service As A %  of Generai ·Government Spending 
Low ( l )  Below 2% 

Moderate (2 )  2%-6% 

Moderately high (3) 6%-1 0% 

High (4) Above 1 0% 

Debt to state gross domestic product (GDP). We have not used this ratio widely in the past but anticipate reporting 

on it in the future. We use this measure widely for sovereign and non-U.S. public finance and we believe it should 

allow enhanced comparability for government ratings. 

Table 24 

Tax-Supported Debt As A %  Of State GDP 
Low ( l )  Below 2% 

Moderate (2) 2%-4% 

Moderately high (3) 4%-7% 

High (4) Above 7% 

Debt amortization. Serial amortization is a common feature for government debt issuance in the U.S.  Debt service 

relative to the size of the budget is in our view an important affordability measure but needs to be evaluated in the 

context of the overall debt amortization schedule. A low debt service carrying charge ratio could simply be a 
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function of a very slow 3 0-year amortization, which would be viewed differently from a 15-year schedule. The 

benchmark of 50% of principal repaid in 10 years is considered average. This indicator assumes serial debt 

amortization where rapid amortization can allow new debt to be issued without affecting debt burden measures. 

Table 25 

Debt ·Amortization (tO year) 
Very rapid ( 1 )  80%·100% 

Rapid (2) 60%·80% 

Average (3) 40%·60% 

Slow (4) Less than 40% 

Derivative and variable rate debt. As part of the overall debt profile we also review the use of derivatives, variable 

rate debt, bank bond exposure, liquidity calls, and acceleration provisions relating to variable rate debt. With 

respect to derivatives, we analyze the objectives in entering into these contracts (e.g., hedging, cost reduction), the 

type of risk they are designed to mitigate, the extent of their use, management's tolerance for risk, and the controls 

in place to monitor these instruments. We also evaluate the risk associated with the swap portfolio (see " USPF 

Criteria: Municipal Swaps, " June 27, 2007, and " USPF Criteria: Debt Derivative Profile Scores,"  March 27, 2006) 

and factor it into the overall analysis of debt structure. We also review policies relating to variable rate debt issuance 

and how the overall debt program is managed. If we assess a high level of risk (for example a DDP score of 4)  

related to any of these areas, i t  could potentially become a " notching down " factor in assessing the rating. 

Future debt 
Although a state's current debt burden is important, we believe it should be viewed in the context of future needs. 

This would include a review of the processes for authorizing debt, the types of capital and infrastructure a state is 

responsible for, and the timeframe for issuance. The legal authorization and practice of issuing debt for operating 

purposes and how this is amortized is also a factor in our review of a debt profile. We would also consider other 

long-term funding requirements and contingent liabilities in this measure including payments associated with 

litigation or other long-term liabilities that could alter the future debt or fixed cost burden. 

Table 26 

Future Debt 

Score 

Limited future debt planned; will generally be issuing what is amortized; issuance wi l l  adhere to affordabi l ity guidelines and debt indicators 
are not expected to move out of the current range. 

2 Debt issuance is expected to exceed amortization; issuance may not follow an affordabil ity guidelines; issuance could sl ightly elevate ratios 
but wil l remain in the current range. 

3 Significant additional debt is planned; indicators wi l l  likely elevate above current range; investment is for capital. infrastructure or strategic 
economic investment. 

4 Significant additional debt is planned. ratios wil l elevate above current ranges; debt issuance is centered on funding operations rather than 
capital. 

Many non-debt liabilities have created funding challenges for states. While these liabilities or obligations do not 

necessarily constitute debt, they represent spending requirements that states are obligated to fund or raise revenue 

for and which, politically or legally, they may have limited ability to scale back. Included in this category are 

unfunded pension liabilities, school building aid programs, other post employment benefit liabilities (OPEBs), 

natural disaster entities, unemployment compensation, and workers compensation funds. Many states have had to 

convert some of these soft liabilities to actual bond obligations or have had to devote a greater share of total budget 

resources to them. 

Standard & Poor's I RatingsDirect on the G lobal Credit Portal I May 1 1 ,  201 0  1 8  



• 

Criteria I Governments I Request for Comment: Methodology For U.S. State Ratings 

Pension liabilities 

We annually review state pension liabilities and trends related to funding progress. This analysis includes changes in 

assets and liabilities, funded ratios, and unfunded actuarial accrued liabilities. Pension asset valuations can change, 

as can the actuarial liabilities. A state ' s  commitment to funding the actuarial required contribution and how 

substantive and volatile these contributions are relative to the total budget are key credit considerations. While we 

measure pension liabilities along with debt indicators relative to population and income, these liabilities are not 

included in the debt ratios that we report on due to variation in how the liabilities are calculated. Specifically, there 

are a broad range of actuarial methods and assumptions allowed by the Governmental Accounting Standards Board 

(GASB) for governments in the U.S. and interest earnings assumptions differ by state. 

Table 27 

'Pension Funded Ratio (3-Year Average) 
Strong (1 ) 90% or above 

Above average (2) 80%·90% 

Below average (3) 60%-80% 

Weak (4) 60% or Below 

Table 28 

P�nsion Fun�ing Levels -. . . 
Strong ( 1 )  Consistently funds actuarial required contributions (ARC). 

Above average (2) Funds ARC in most years but occasionally contributes less. 

Below average (3) Has not funded ARC for 3 years. 

Weak (4) Has not funded ARC for more than 3 years. 

Other post employment benefits 
All states are now reporting OPEB liabilities pursuant to GASB Statement 45. Currently, OPEB expenditures are 

funded generally on a pay-as-you-go basis and GASB Statement 45 does not require funding of the liability. Under 

the statement, liabilities attributable to OPEB and the annual required contribution for employers are actuarially 

determined and reported. From a credit standpoint, OPEB liabilities and funding strategies will be evaluated 

similarly with the evaluation of pension obligations. This analysis will include a review of the historical and 

projected pay-go costs for OPEB and how that compares to the actuarial required contributions from a budgetary 

standpoint. The legal and practical flexibility that a state has to adjust the liabilities and the overall strategy to 

manage the cost of these benefits will affect future contribution rates and budgetary requirements. Similar to 

pensions, the annual fixed costs and potential for growth will be evaluated as part of an overall review of a state's 

debt and liability profile, but will not appear on the debt statement. 

Table 29 

OPEB Risk Assessment 
Low ( 1 )  

Moderate (2) 

Limited benefits provided or benefit consists of al lowing some participation in the health plan (cost paid entirely by the retiree. 
implicit subsidy recorded). high level of discretion to change benefits. pay-go costs are not significantly different from the actuarial 
required contribution. 

Moderate/average liabi lity relative to state peers. proactive management of the liabil ity. some flexibil ity to adjust benefit levels. 
contributions in excess of the annual pay-go amount have been made in order to accumulate assets to address the liabi l ity. 

Elevated (3) Above-average liabi lity relative to state peers. options to address the liabi lity are being considered but plans are not well-developed. 
there may be some flexibil ity to adjust benefits but changes have been limited. 

High (4) High l iabil ity relative to state peers. high level of benefits that are viewed as inflexible based on statute/constitution/contract tenms. 
a lack of management action to address the liability which will lead to accelerating pay-go contributions. 

www.standardandpoors.com/ratingsdirect 19  



Criteria I Governments I Request for Comment: Methodology For U.S. State Ratings 

Related Criteria And Research 
• Principles Of Corporate And Government Ratings, June 26, 2007. 

• USPF Criteria: GO Debt, Oct. 12, 2006 

• USPF Criteria: Financial Management Assessment, june 27, 2006 

• USPF Criteria: Debt Statement Analysis, Aug. 22, 2006 

• USPF Report Card: 2009 State Debt Review: Significant Challenges Lie Ahead, Dec. 1 6, 2009 

• Market Declines Will Shake Up U.S. State Pension Funding Stability, Feb. 26, 2009 

• U.S. States' OPEB Liabilities And Funding Strategies Vary Widely, june 3, 2009 
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1 3 . 0405. 03007 
Title. 

Prepared by the Legislative Counci l  staff for 
Representative Carlson 

April 20, 201 3 

PROPOSED AMENDMENTS TO ENGROSSED HOUSE BI LL NO. 1 452 

That the Senate recede from its amendments as printed on pages 1 302- 1 309 of the House 
Journal and pages 1 1 85- 1 1 92 of the Senate Journal and that Engrossed House Bi l l  No. 1 452 
be amended as follows: 

Page 1 ,  l ine 1 ,  after "reenact" insert "sections 39-03 . 1 -09 and 39-03. 1 - 1 0," 

Page 1 ,  l i ne 1 ,  replace the second "and" with a comma 

Page 1 ,  l i ne 1 ,  after "sections" insert "54-52-02.9, 54-52-05, 54-52-06, 54-52-06 . 1 , 54-52-06.2 ,  
54-52-06.3, and" 

Page 1 ,  l ine 2, after the first comma insert "subsection 6 of section 54-52.6-02, and sections" 

Page 1 ,  l ine 2, remove the second comma 

Page 1 ,  l ine 2, replace "54-52.6-1 5" with "54-52.6-09" 

Page 1 ,  l ine 2, after "to" insert " increased employer and employee contributions under the 
highway patro lmen's retirement plan and public employees retirement system and" 

Page 1 ,  l ine 3, remove "and to repeal section 54-52.6-03 of the" 

Page 1 ,  remove l ine 4 

Page 1 ,  l ine 5, replace "publ ic employees retirement system" with "to provide for a legislative 
management study; to provide an appropriation; to provide an effective date ; and to 
provide an expiration date" 

Page 1 ,  after l ine 6, insert: 

"SECTION 1 .  AMENDMENT. Section 39-03. 1 -09 of the North Dakota Century 
Code is amended and reenacted as follows: 

39-03. 1 -09.  Payments by contri butors - Em ployer payment of em ployee 
contri bution. 

1 .  Every member, except as provided in section 39-03. 1 -07, shal l  contribute 
into the fund ten and th i rty-hundredths percent of the member's month ly 
salary, which sum must be deducted from the member's salary and 
credited to the member's account in the fund.  Member contributions 
increase by one percent of the member's monthly salary beginn ing with the 
month ly reporting period of January 201 2, with an additional increase of 
one percent, beginn ing with the monthly reporting period of January 201 3 ... 

and with an addit ional increase of one percent, beginn ing with the monthly 
reporting period of January 20 14 .  

2 .  The state of North Dakota , at its option, may pay the member contributions 
requ ired by subsection 1 for al l compensation earned after June 30, 1 983, 
and may pay the member contributions requ ired to purchase service cred it 
on a pretax basis pursuant to subsection 8 of section 39-03. 1 -08.2.  The 
amount paid must be paid by the state in l ieu of contributions by the 
member. A member may not receive the contributed amounts directly once 
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the employer has elected to pay the member contributions. If the state 
decides not to pay the contributions, the amount that would have been 
paid will continue to be deducted from compensation.  If contributions are 
paid by the state, they must be treated as employer contributions in 
determin ing tax treatment under this code and the federal I nternal 
Revenue Code. If contributions are paid by the state, they must not be 
included as gross income of the member in determin ing tax treatment 
under this code and the I nternal Revenue Code until they are distributed or 
made avai lable. The state shall pay these member contributions from the 
same source of funds used in paying compensation to the members. The 
state shall pay these contributions by effecting an equal cash reduction in  
the gross salary of  the employee or by an offset against future salary 
increases or by a combination of a reduction in g ross salary and offset 
against future salary increases. If member contributions are paid by the 
state, they m ust be treated for the purposes of this chapter in the same 
manner and to the same extent as member contributions made prior to the 
date the contributions were assumed by the state. The option g iven 
employers by this subsection must be exercised in accordance with rules 
adopted by the board. 

3. For compensation earned after August 1 ,  2009, al l employee contributions 
required under subsection 1 ,  and not otherwise paid under subsection 2, 
must be paid by the state in l ieu of contributions by the member. All 
contributions paid by the state under this subsection must be treated as 
employer contributions in  determ in ing tax treatment under this code and 
the federal I nternal Revenue Code. Contributions paid by the state under 
this subsection may not be included as gross income of the member in 
determining tax treatment under this code and the I nternal Revenue Code 
unti l the contributions are distributed or made avai lable. Contributions paid 
by the state in accordance with this subsection must be treated for the 
purposes of this chapter in the same manner and to the same extent as 
member contributions made before the date the contributions were 
assumed by the state. The state shal l pay these member contributions 
from the same source of funds used in  paying compensation to the 
members. The state shall pay these contributions by effecting an equal 
cash reduction in  the gross salary of the employee. The state shall 
continue making payments under this section unless otherwise specifically 
provided for under the agency's bienn ial appropriation or  by law. 

SECTION 2. AMENDMENT. Section 39-03. 1 - 1 0  of the North Dakota Century 
Code is amended and reenacted as follows: 

39-03. 1 -1 0. Contributions by the state. 

The state shall contribute to the fund a sum equal to sixteen and 
seventy-hundredths percent of the monthly salary or wage of a participating member. 
State contributions increase by one percent of the monthly salary or wage of a 
participating member beg inning with the monthly reporting period of January 201 2, and 
with an additional increase of o ne percent, beginn ing with the reporting period of 
January 20 1 3, and with an additional increase of one percent, beginning with the 
monthly reporting period of January 2014 .  I f  the member's contribution is paid by the 
state under subsection 2 of section 39-03. 1 -09,  the state shal l  contribute, in addition, 
an amount equal to the required member's contribution. The state shall pay the 
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associated employer contribution for those members who elect to exercise their rights 
under subsection 3 of section 39-03. 1 -1 0 . 1 . " 

Page 1 ,  after l ine 2 1 , insert: 

"SECTION 4. AMENDM ENT. Section 54-52-02 .9  of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-02.9. Participation by temporary employees. 

A temporary employee may elect, with in one hundred eighty days of beginn ing 
employment, to participate i n  the publ ic employees retirement system and receive 
credit for service after enrol lment. The temporary employee shal l  pay month ly to the 
fund an amount equal to eight and twelve-hundredths percent t imes the temporary 
employee's present monthly salary. The amount required to be paid by a temporary 
employee increases by two percent times the temporary employee's present monthly 
salary beg inning with the monthly reporting period of January 20 1 2 ,  and with an 
addit ional two percent i ncrease, beginning with the reporting period of January 201 3.�. 
and with an additional increase of two percent, beginn ing with the monthly reporting 
period of January 2014 .  The temporary employee shal l  also pay the required monthly 
contribution to the retiree health benefit fund establ ished under section 54-52. 1 -03.2.  
This contribution must be recorded as a member contribution pursuant to section 
54-52 . 1 -03 .2 .  An employer may not pay the temporary employee's contributions. A 
temporary employee may continue to participate as a temporary employee in the public 
employees retirement system unti l termination of employment or  reclassification of the 
temporary employee as a permanent employee. A temporary employee may not 
purchase any additional credit, including additional credit under section 54-52-1 7 .4 or 
past service u nder section 54-52-02.6 .  

SECTION 5. AM ENDMENT. Section 54-52-05 of  the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-05. Mem bership and assessments - Employer payment of employee 
contributions. 

1 .  Every el igible governmental un it employee concurr ing in  the plan must so 
state in writ ing and all future e l ig ible employees are participating members. 
An employee who was not enrol led in the retirement system when el ig ible 
to participate must be enrol led immediately upon notice of the employee's 
el ig ibi l ity, un less the employee waives in writing the employee's right to 
participate for the previous time of e l ig ib i l ity, to avoid contributing to the 
fund for past service. An employee who is e l ig ible for normal retirement 
who accepts a retirement benefit under this chapter and who subsequently 
becomes employed with a participati ng employer other than the employer 
with which the employee was employed at the time the employee retired 
under this chapter may, before reenrol l ing i n  the reti rement plan, elect to 
permanently wa ive future participation i n  the retirement plan and the 
retiree health program and maintain that employee's reti rement status. An 
employee making this election is not required to make any future employee 
contributions to the public employees reti rement system nor is the 
employee's employer required to make any further contributions on behalf 
of that em ployee. 

2. Each member must be assessed and requ i red to pay month ly four percent 
of the month ly salary or wage paid to the member, and such assessment 
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must be deducted and retained out of such salary in  equal monthly 
instal lments commencing with the first month of employment. Member 
contributions increase by one percent of the monthly salary or wage paid 
to the member beginn ing with the monthly reporting period of 
January 201 2 , and with an additional increase of one percent, beginning 
with the monthly reporting period of January 201 3, and with an additional 
increase of one percent, beginning with the monthly reporti ng period of 
January 2014. 

3. Each employer, at its option, may pay al l  or a portion of the employee 
contributions required by subsection 2 and sections 54-52-06. 1 ,  
54-52-06.2 ,  54-52-06.3 ,  and 54-52-06.4 or the employee contributions 
required to purchase service credit on a pretax basis pursuant to 
subsection 5 of section 54-52-1 7 .4. Employees may not receive the 
contributed amounts d i rectly once the employer has elected to pay the 
employee contributions. The amount paid must be paid by the employer in 
l ieu of contributions by the employee. If the state determines not to pay the 
contributions, the amount that would have been paid must continue to be 
deducted from the employee's compensation. If contributions are paid by 
the employer, they must be treated as employer contributions in  
determining tax treatment under this code and the federal I nternal 
Revenue Code. If contributions are paid by the employer, they may not be 
included as gross income of the employee in determining tax treatment 
under this code and the I nternal Revenue Code unti l  they a re distributed or 
made avai lable. The employer shall pay these employee contributions from 
the same source of funds used in paying compensation to the employee or 
from the levy authorized by subsection 5 of section 57-1 5-28 . 1 .  The 
employer shall pay these contributions by effecting an equal cash 
reduction in the gross salary of the employee or by an offset against future 
salary increases or by a contribution of a reduction in g ross salary and 
offset against future salary increases. If employee contributions are paid by 
the employer, they must be treated for the purposes of this chapter in the 
same manner and to the same extent as employee contributions made 
prior  to the date on which employee contributions were assumed by the 
employer. An employer exercising its option under this subsection shall 
report its choice to the board in writing .  

4 .  For  compensation earned after August 1 ,  2009, al l  employee contributions 
required under section 54-52-06. 1  and the job service North Dakota 
retirement plan,  and not otherwise paid under subsection 3, must be paid 
by the employer in l ieu of contributions by the member. Al l contributions 
paid by the employer under this subsection must be treated as employer 
contributions in determin ing tax treatment under this code and the Internal 
Revenue Code. Contributions paid by the employer under this subsection 
may not be included as gross income of the member in determin ing tax 
treatment under this code and the Internal Revenue Code unti l the 
contributions are distributed or made avai lable. Contributions paid by the 
employer in accordance with this subsection must be treated for the 
purposes of this chapter in the same manner and to the same extent as 
member contributions made before the date the contributions were 
assumed by the employer. The employer shal l  pay these member 
contributions from the same source of funds used in paying compensation 
to the employee . The employer shall pay these contributions by effecting 
an equal cash reduction in the gross salary of the employee. The employer 
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shall continue making payments under this section un less otherwise 
specifica l ly provided for under the agency's bienn ia l  appropriation or by 
amendment to law. 

SECTION 6. AMENDMENT. Section 54-52-06 of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-06. Em ployer's contribution to retirement plan.  

Each governmental un it shall contribute an amount equal to four and 
twelve-hundredths percent of the monthly salary or wage of a participating member. 
Governmental un it contributions increase by one percent of the monthly salary or wage 
of a participating member beginning with the monthly reporting period of January 201 2, 
and with an addit ional increase of one percent, beginn ing with the reporting period of 
January 20 1 3, and with an additional increase of one percent, beginning with the 
monthly reporting period of January 201 4 . For those members who elect to exercise 
thei r  rights under section 54-52-1 7 . 1 4 ,  the employing governmental un it , or in the case 
of a member not presently under covered employment the most recent employing 
governmental un it, shal l pay the associated employer contribut ion .  If the employee's 
contribution is paid by the governmental un it under subsection 3 of section 54-52-05, 
the employer un it shall contribute, in addit ion, an amount equal to the required 
employee's contribution. Each governmental unit shall pay the contribution month ly, or 
in the case of an election made pursuant to section 54-52- 1 7 . 1 4  a lump sum ,  into the 
retirement fund from its funds appropriated for payroll and salary or any other funds 
avai lable for these purposes. Any governmental unit fai l ing to pay the contributions 
month ly, or in the case of an election made pursuant to section 54-52-1 7 . 1 4  a lump 
sum, is subject to a civi l penalty of fifty dol lars and, as interest, one percent of the 
amount due for each month of delay or fraction thereof after the payment became due. 
In l ieu of assessing a civi l  penalty or one percent per month , or  both , interest at the 
actuaria l  rate of return may be assessed for each month the contributions are 
del inquent. If contributions are paid within  n inety days of the date they became due, 
penalty and interest to be paid on delinquent contributions may be waived . An 
employer is requ ired to submit contributions for any past el ig ible employee who was 
employed after Ju ly 1 ,  1 977, for which contributions were not made if the employee 
would have been el ig ible to become vested had the employee participated and if the 
employee elects to jo in the public employees retirement system .  Employer 
contributions may not be assessed for elig ible service that an employee has waived 
pursuant to subsection 1 of section 54-52-05. The board shal l  report to each session of 
the leg islative assembly the contributions necessary, as determ ined by the actuarial 
study, to maintain  the fund's actuarial soundness .  

SECTION 7.  AMENDM ENT. Section 54-52-06. 1  of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-06.1 . C ontribution by supreme and district cou rt judges - Em ployer 
contri bution. 

Each j udge of the supreme or district court who is a member of the publ ic 
employees retirement system must be assessed and required to pay month ly five 
percent of the judge's monthly salary. Member contributions increase by one percent of 
the judge's month ly salary beginn ing with the month ly reporting period of 
January 20 1 2 , and with an additional increase of one percent, beginn i ng with the 
reporting period of January 20 1 3, and with an additional increase of one percent, 
beginning with the month ly reporting period of January 2014 .  The assessment must be 
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deducted and retained out of the judge's salary in equal monthly instal lments . The state 
shall contribute an amount equal to fourteen and fifty-two one-hu ndredths percent of 
the monthly salary of a supreme or district court judge who is a participating member of 
the system, which matching contribution must be paid from its funds appropriated for 
sa lary, or from any other funds avai lable for such purposes . State contributions 
increase by one percent of the monthly salary of a supreme or d istrict court judge who 
is a participating member of the system beginning with the monthly reporting period of 
January 201 2 , and with an additional increase of one percent, beginn ing with the 
monthly reporting period of January 201 3, and with an additional increase of one 
percent, beginn ing with the monthly reporting period of January 2014 .  I f  the judge's 
contribution is paid by the state under subsection 3 of section 54-52-05,  the state shall 
contribute, in addition ,  an amount equal to the required judge's contribution .  

SECTION 8. AMENDMENT. Section 54-52-06.2 of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-06.2. C ontribution by national guard security officers or firefighters -
Employer contribution. 

Each national g uard security officer or  firefighter who is a member of the public 
employees retirement system is assessed and shall pay month ly four percent of the 
employee's monthly salary. Member contributions increase by one-half of one percent 
of the member's month ly salary beginning with the month ly reporting period of January 
20 14.  The assessment must be deducted and retained out of the employee's salary in 
eq ual month ly installments. The national g uard security officer's or firefighter's 
employer shall contribute an amount determined by the board to be actuarial ly requ i red 
to support the level of benefits specified in section 54-52-1 7 . The employer's 
contribution m ust be paid from funds appropriated for salary or from any other funds 
avai lable for such purposes. If the security officer's or firefighter's assessment is paid 
by the employer under subsection 3 of section 54-52-05, the employer shall contribute , 
in  addit ion, an amount equal to the required national guard security officer's or 
fi refighter's assessment. 

SECTION 9. AM ENDMENT. Section 54-52-06 .3 of the North Dakota Century 
C ode is amended and reenacted as follows: 

54-52-06.3. C ontribution by peace officers and correctional officers 
employed by pol itical subdivisions - Employer contribution. 

Each peace officer or correctional officer employed by a political subdivision 
that enters into an agreement with the reti rement board on beha lf of its peace officers 
and correctional officers separately from its other employees and who is a member of 
the public employees retirement system is assessed and shal l  pay monthly four 
percent of the employee's monthly salary. Peace officer or correctional officer 
contributions increase by one-half of one percent of the member's monthly salary 
beginning with the monthly reporting period of January 201 2 , and with an add itional 
increase of one-half of one percent, beginning with the monthly reporting period of 
January 201 3, and with an additional increase of one-half of one percent, beginning 
with the monthly reporting period of January 201 4. The assessment must be deducted 
and retained out of the employee's salary in equal month ly insta l lments . The peace 
officer's or correctional officer's employer shal l  contribute an amount determined by the 
board to be actuarial ly required to support the level of benefits specified in  section 
54-52-1 7 . If the peace officer's or correctional officer's assessment is paid by the 
employer under subsection 3 of section 54-52-05, the employer shall contribute, in 

Page No. 6 1 3 .0405.03007 



addit ion, an amount equal to the required peace officer's or correctional officer's 
assessment." 

Page 2 ,  l ine 1 2, replace "is h i red after July 30, 201 3" with "elects to participate in the retirement 
plan under this chapter" 

Page 3, after l ine 2, insert: 

"SECTION 1 1 .  AMENDMENT. Subsection 6 of section 54-52 .6-02 of the North 
Dakota Century Code is amended and reenacted as follows: 

6 .  A participating member who becomes a temporary employee may sti l l  
participate in the defined contribution reti rement plan upon fi l ing an 
election with the board with in one hundred eighty days of transferring to 
temporary employee status. The participating member may not become a 
member of the defined benefit plan as a temporary employee. The 
temporary employee electing to participate in the defined contribution 
reti rement plan shall pay monthly to the fund an amount equal to eight and 
twelve-hundredths percent times the temporary employee's present 
month ly salary. The amount required to be paid by a temporary employee 
increases by two percent times the temporary employee's present monthly 
salary beginning with the monthly reporting period of January 20 1 2 , and 
with an additional increase of two percent, beg inn ing with the monthly 
reporting period of January 201 3, and with an additional increase of two 
percent, beginning with the monthly report ing period of January 2014.  The 
temporary employee shal l  also pay the requ i red monthly contribution to the 
retiree health benefit fund establ ished under sect ion 54-52 . 1 -03.2.  This 
contribution must be recorded as a member contribution pursuant to 
section 54-52. 1 -03.2 .  An employer may not pay the temporary employee's 
contributions. A temporary employee may continue to participate as a 
temporary employee unti l  termination of employment or reclassification of 
the temporary employee as a permanent employee ."  

Page 6, l ine 3, remove "At the t ime of hire the" 

Page 6, replace l ines 4 through 1 0  with "The board shall provide an opportun ity for el igible 
employees who are new members of the public employees reti rement system under 
chapter 54-52 to transfer to the defined contribution plan under th is chapter pursuant to 
the rules and pol icies adopted by the board ." 

Page 6 ,  l ine 1 1 ,  replace "an el igible employee to participate in" with "a member of the public 
employees retirement system under chapter 54-52 to transfer to" 

Page 6, l ine 1 2 , remove " In  the case of an el igible employee" 

Page 6, remove l ine 1 3  

Page 6 ,  l ine 14 ,  replace "eligible employee transferring" with "For an ind ividual who elects to 
transfer" 

Page 6, l ine 1 6 , remove "and" 

Page 6, l ine 22, remove "The board shall calcu late the actuaria l  present value of the 
individual's" 

Page 6 ,  remove l ines 23 and 24 
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Page 6, l i ne 25, remove "retirement age. "  

Page 7,  remove l ines 27 through 31  

Page 8,  replace l ines 1 through 8 with:  

"SECTION 1 3. AMENDMENT. Section 54-52.6-09 of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52.6-09. Contributions - Penalty. 

1 .  Each participating member shall contribute month ly four  percent of the 
month ly salary or wage paid to the participant, and this assessment must 
be deducted from the participant's salary in  equal month ly installments 
commencing with the first month of participation in the defined contribution 
retirement plan establ ished under this chapter. Participating member 
contributions increase by one percent of the monthly salary or wage paid 
to the participant beginning with the monthly reporting period of 
January 201 2, and with an additional increase of one percent, beginning 
with the reporting period of January 201 3. and with an additional increase 
of one percent, beginning with the monthly reporting period of January 
201 4. 

2 .  The employer shal l  contribute an  amount equal to four and 
twelve-hundredths percent of the monthly salary or wage of a participating 
member. Employer contributions increase by one percent of the monthly 
salary or wage of a participating member beginning with the monthly 
report ing period of January 20 1 2, and with an additional increase of one 
percent, beginn ing with the monthly reporting period of January 201 3, and 
with an additional increase of one percent, beginn ing with the monthly 
reporting period of January 201 4 .  I f  the employee's contribution i s  paid by 
the employer under subsection 3, the employer shall contribute, in 
addition , an amount equal to the requ ired employee's contribution. The 
employer shal l pay monthly such contribution into the participating 
member's account from its funds appropriated for payroll and salary or any 
other funds avai lable for such purposes. If the employer fai ls to pay the 
contributions monthly, it is subject to a civil penalty of fifty dol lars and , as 
i nterest, one percent of the amount due for each month of delay or fraction 
thereof after the payment became due. 

3 .  Each employer, at  its option, may pay the employee contributions required 
by this section for al l  compensation earned after December 31 , 1 999. The 
amount paid must be paid by the employer in l ieu of contributions by the 
employee. If the employer decides not to pay the contributions , the amount 
that would have been paid wi l l  continue to be deducted from the 
employee's compensation. If contributions are paid by the employer, they 
must be treated as employer contributions in determin ing tax treatment 
under this code and the federal Internal Revenue Code. Contributions paid 
by the employer may not be included as gross income of the employee in 
determin ing tax treatment under this code and the federal Internal 
Revenue Code unti l  they are distributed or made avai lable. The employer 
shal l  pay these employee contributions from the same source of funds 
used in paying compensation to the employee. The employer shall pay 
these contributions by effecting an equal cash reduction in the gross salary 
of the employee or by an offset against future salary increases or by a 
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combination of a reduction in gross salary and offset against future salary 
increases. Employee contributions paid by the em ployer must be treated 
for the purposes of this chapter in  the same manner and to the same 
extent as employee contributions made before the date on which 
employee contributions were assumed by the employer. An employer shall 
exercise its option under this subsection by reporti ng its choice to the 
board in writing. 

S ECTION 1 4. LEGISLATIVE MANAGEMENT STUDY - NORTH DAKOTA 
RETI REMENT PLANS. During the 201 3- 1 4  interim ,  the leg islative management shall 
consider studying the feasibi l ity and desirabil ity of existing and possible state 
reti rement plans. The study must include an analysis of both a defined benefit plan and 
a defined contribution plan with considerations and possible consequences for 
transitioning to a state defined contribution plan. The study may not be conducted by 
the employee benefits programs committee. The legislative management shal l report 
its findings and recommendations, together with any legislation needed to implement 
the recommendations, to the sixty-fourth legislative assembly. 

SECTION 1 5. APPROPRIATION. There is appropriated from special funds 
derived from public employees reti rement system income not otherwise appropriated , 
the sum of $22,000, or so much of the sum as may be necessary, to the public 
employees retirement system board for the purpose of implementing th is Act, for the 
bienn ium beginning Ju ly 1 ,  201 3, and ending J une 30, 201 5 .  

SECTION 1 6. EFFECTIVE DATE. Sections 3, 1 0, and 1 2  of this Act become 
effective on October 1 ,  201 3. 

SECTION 1 7. EXPI RATION DATE - S USPENSION. Sections 3, 1 0 , and 1 2  of 
th is Act are effective through J uly 31 , 201 7 , and after that date are ineffective. Section 
54-52 .6-03 is suspended from October 1 ,  201 3 , through Ju ly 3 1 , 201 7 . Section 
54-52.6-03, as it existed on September 30, 201 3 ,  becomes effective on August 1 ,  
201 7 . "  

Renumber accordingly 
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Sixty-third 
Legislative Assembly 
of North Dakota 

I ntroduced by 

FIRST E NGROSSMENT AftGtu� Vl'\fJ- ( 
ENGROSSED HOUSE BILL NO. 1 452 M -;}- t..f - I �  

Representatives Kasper, Belter, Carlson ,  Dosch , Grande, Keiser, Kle in ,  Ruby, Streyle 

Senators Grindberg, Hogue, Kle in 

1 A B ILL for an Act to amend and reenact sectio n s  39-03 . 1 -09 and 39-0 3 . 1 - 1 0 .  subsection 4 of 

2 section 54-52-01--aM� sections 54-52-0 ? . 9 .  5Ll-52-05 54-52-06 . 54-52-06 . 1 . 54-52-06 ?.  

3 54-52-06 . 3 .  and 54-52.6-0 1 ,  subsection 6 of section 54-52 .6-02. and section s  54-52 .6-02, and 

4 54 52.6 1554-52.6-09 of the North Dakota Century Code, relating to i ncreased emplover a n j  

5 employee contributions under the h iahway patrolmen's reti rement pla n  a n d  publ ic em olovees 

6 ret irement svstem and el ig ib i l ity to partic ipate in the defined contribution retirement plan; aA€1--te 

7 repeal scotian 54 52.6 03 of the North Dal<eta Century Code, relating to oaloulation of 
8 aooumulated fund balanoes under the publio employees retirement systemto provide- for 2 

9 •sa 1slative: m a naqer:1ent stu-=lv: to orovids a n  ao orooriation .  to provide an effective d ate: a n J  tc 

1 0  oro vids an expiration date . 

1 1  BE IT ENACTED BY THE LEGISLATIVE ASSEM BLY OF NORTH DAKOTA: 

1 2  SECTION 1 .  AM ENDMENT. Section 39-03 . 1 -09 of the North Dakota Century Code is 

1 3  amended and reenacted as follows: 

1 4  39-03.1 -09. Payments by contributors - Employer payment of employee contribution. 

1 5  1 .  Every member, except as provided in  section 39-03. 1 -07, shal l  contribute into the fund 

1 6  

1 7  

1 8  

1 9  

20 

2 1  

22 

ten and thirty-hundredths percent of the member's monthly salary, wh ich sum must be 

deducted from the member's salary and credited to the member's account in the fund.  

Member contributions increase by one percent of the member's monthly salary 

beginning with the month ly reporting period of January 20 1 2, eRG-with an additional 

increase of one percent, beginning with the monthly report ing period of January 201 3.,. 

and with an addit ional i ncrease of one percent. beginn ing with the monthly reporting 

period of January 2014. 

23 2.  The state of  North Dakota, at  its option,  may pay the member contributions required by 

24 subsection 1 for a l l  compensation earned after June 30,  1 983,  and may pay the 
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3 .  

member contributions required to purchase service credit on a pretax basis pursuant 

to subsection  8 of section 39-03 . 1 -08 .2 .  The amount paid m ust be paid by the state in 

l ieu of contributions by the member. A member may not receive the contributed 

amounts d irectly once the employer has elected to pay the member contributions. If 

the state decides not to pay the contrib utions, the amount that would have been paid 

wi l l  continue to be deducted from compensation .  If contributions are paid by the state, 

they m ust be treated as employer contributions in determin ing tax treatment u nder this 

code and the federal I nternal Revenue Code. If contrib utions are paid by the state, 

they must not be included as gross i ncome of the member in determin ing tax 

treatment u nder this code and the I nternal Revenue Code unti l  they are d istributed or 

made avai lab le .  The state shal l  pay these member contributions from the same source 
. . 

of funds used in paying compensation to the members .  The state shal l  pay these 

contributions by effecting an equal  cash reduction in  the gross salary of the employee 

or by an offset against future salary i ncreases or by a combination of a reduction in 

gross sa lary and offset against future salary increases. If member contributions are 

paid by the state, they must be treated for the purposes of this chapter in the same 

manner and to the same extent as member contributions made prior to the date the 

contributions were assumed by the state . The option g iven employers by this 

subsection m ust be exercised in accordance with rules adopted by the board . 

For compensation earned after August 1 ,  2009, a l l  employee contributions requ i red 

under subsection 1 ,  and not otherwise paid under subsection 2, must be paid by the 

state in l ieu of contributions by the member. All contributions paid by the state u nder 

this subsection  must be treated as employer contributions in determining tax treatment . -. ' ' 

under this code and the federa l  I nterna l  Revenue Code·. Contributions paid by the 
. . 

state under this subsection may not pe included as gross i nco
'
rrie of the member _i n  

determin ing ta� treatment under this code ·and the I nternal Revenue Code unti l the 

contributions are d istributed or made avai lable. Contributions paid by the state i n  

accordance with this subsection m ust be treated for the purposes of this chapter in  the ' .' 

same manner and to the same extent as member contributions made before the date 

the contributions were assumed by the state: The state shal l  pay these member 

contributions from the same source of funds ·used in  paying compensation to the 
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1 members. The state shal l  pay these contributions by effecting an equal  cash reduction 

2 in the g ross salary of the employee. The state sha l l  continue making payments under 

3 th is section un less otherwise specifical ly provided for under the agency's biennial  

4 appropriation or by law. 

5 SECTION 2. AM ENDMENT. Section 39-03. 1 - 1 0  of the North Dakota Century Code is 

6 amended and reenacted as fol lows: 

7 39-03.1 - 1 0. Contributions by the state. 

8 The state shal l  contribute to the fund a sum equal to sixteen and seventy-hundredths 

9 percent of the monthly salary o r  wage of a participating member. State contributions increase by 

1 0 one percent of the monthly salary o r  wage of a participating member beginning with the monthly 

1 1  reporting period of January 201 2, a nd with an additional increase of one percent, beginn ing with 

1 2  the reporting period of January 201 3, and with an additional increase of one percent. beginning 

1 3  with the monthly reporting period of Januarv 201 4. If the member's contribution is paid by the 

1 4  state under subsection 2 of sectio n  39-03. 1 -09; the state shal l  contrib ute, in  addition,  an amount 

1 5  equal to the requ i red membe r's contribution.  The state shal l  pay the associated employer 

1 6  contribution for those members who e lect to exercise their rights under subsection 3 of section 

1 7  39-03 . 1 -1 0. 1 .  

1 8  SECTION 3.  AMENDME NT. Subsection 4 of section 54-52-01 of the North Dakota Century 

1 9  Code is  amended and reenacted as fol lows: 

20 4. "E l ig ib le e m ployee" means al l  permanent employees who m eet a l l  of the el igib i l ity 

2 1  

22 

23 

24 

25 

26 

27 

28 

29 

30 

requ i re ments set by this chapter and who are eighteen years or more of age, and 

includes appointive and e lective officia ls under sections 54-52-02.5,  54-52-02 . 1 1 ,  and 

54-52-02 . 1 2 , and nonteaching employees of the superintendent of publ ic instruction,  

incl u d i ng the superintendent of publ ic  instruction , who elect to transfer from the 

teachers' fund for reti rement to the public employees retire ment system under section 

54-52-02 . 1 3 , and employees of the state board for career and technical education who 

elect to transfer from the teachers' fund for ret irement to the publ ic  employees 

retirement system under section 54-52-02 . 1 4 . El ig ible employee does not include 

nonclassified state em ployees who elect to become members of the reti rement plan 

estab l ished under chapter 54-52 .6 but does include employees of the judicial branch 
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1 and employees of the board of higher education and state institutions under the 

2 jurisdiction of the board. 

3 S ECTION 4. AM E N DMENT. Section 54-52-02 .9 of the North Dakota Century Code is 

4 amended and reenacted as fol lows: 

5 54-52-02.9. Participation by temporary employees. 

6 A temporary employee may elect, with in one hundred eighty days of beginn ing employment, 

7 to participate in the publ ic employees reti rement system and receive credit for service after 

8 enro l lment. The tem porary employee shal l .pay monthly to the fund an amount equal to eight 

9 and twelve-hundredths percent times the temporary employee's present monthly salary. The 

1 0 amount requ i red to be paid by a temporary employee increases by two percent times the 

1 1  temporary employee's present monthly salary beginning with the monthly reporting period of 

1 2  January 201 2, and with an additional two percent increase, beg inning with . the reporting period 

1 3  of January 201 3, and with an additional i ncrease of two perce n
.
t. beginn ing with the monthly 

1 4  reporting period of January 2014 .  The temporary employee sha l l  a lso pay the requ i red month ly 

1 5  contrib ution to the reti ree health benefit fund establ ished under section 54-52. 1 -03.2 .  This 

1 6  contrib ution must be recorded as a member contribution pursuant to section 54-52 . 1 -03.2. An 

1 7  employer may not pay the temporary employee's contributions .  A temporary employee may 

1 8  continue to participate as a temporary employee in  the publ ic employees reti rement system unti l  

1 9  termination of employment or reclassification of the temporary employee as a permanent 

20 employee. A temporary employee may not purchase any addit ional credit, i ncluding additional 

2 1  credit under section  54-52-1 7 .4 or past service under section 54-52-02.6.  

22 SECTION 5.  AM ENDMENT. Section 54-52-05 of the North Dakota Century Code is  

23 amended and reenacted as fol lows: 

24 54-52-05. Membership and assessments - Employer payment of employee 

25 contributions. 

26 1 .  Every e l ig ible governmental un it employee .concurri ng in  the plan must so state in · 

2 7  

2 8  

2 9  

30 

31 

writing a nd a l l  future e l ig ib le employees are participating members. An employee who 

was not enro l led in  the retirement system when el ig ib le to participate m ust be enro l led 

immediate ly  upon notice of the employee's e l ig ib i l ity, un less the employee waives i n  

'writing the employee's right to participate for the previous time of  e l ig ibi l ity, to avoid 

contri buting to the fund for past service. An employee who is e l ig ib le for normal 
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retirement who accepts a reti rement benefit under this chapter and who s u bsequently 

becomes employed with a participating employer other than the employer with which 

the employee was employed at the time the employee retired under th is  chapter may, 

before reenro l l ing in the retirement plan, elect to permanently waive future 

participation in the retirement plan and the retiree health program and maintain that 

employee's retirement status. An employee making this election is not requ i red to 

make any future employee contributions to the publ ic employees reti rement system 

nor is the employee's employer requ i red to make any further contributions on behalf of 

that employee. 

1 0  2 .  Each member must b e  assessed and required to pay month ly four  percent o f  the 

1 1  

1 2  

1 3  

1 4  

1 5  

1 6  

1 7  

monthly salary or wage paid to the member, and such assessment must be deducted 

and retained out of such salary in equal monthly insta l lments commencing with the 

first month .of employment. Member contributions increase by one percent of the 

monthly salary or wage paid to the member beginn ing with the monthly reporting 

period of January 201 2,  and with an additional increase of one percent, beginning with 

the monthly reporting period of January 201 3. and with an additional i ncrease of one 

percent. beginn ing with the monthly reporting period of January 201 4. 

1 8  3.  Each employer, at i ts option, may pay al l  or a portion of the employee contributions 

1 9  

20 

2 1  

22 

23 

24 

25 

26 

27 

28 

29 

30 

3 1  

requ i red by subsection 2 and sections 54-52-06 . 1 , 54-52-06.2,  54-52-06.3,  and 

54�52-06 .4 or the employee contributions req uired to ·p urchase service credit on  a 

pretax basis pursuant to subsection 5 of section 54-52-1 7 .4. Employees may not 

receive the contributed amounts d irectly once the employer has elected to pay the 

employee contributions. The amount paid must be paid by the employer in l ieu of 

contributions by the employee. If the state determines not to pay the contributions,  the 

amount that would have been paid must continue to be deducted from the employee's 

compensation.  If contributions are paid by the employer, they must be treated as 

employer contributions in determin ing tax treatment u nder this code and the federal 

Internal Revenue Code. I f  contri butions are paid by the employer, they may not be 

included as gross income of the employee in  determ in ing tax treatment under this 

code and the I nternal Revenue Code until they are d istributed or made avai lable.  The 

employer shal l  pay these employee contributions from the same source of funds used 
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in paying compensation to the employee or from the levy authorized by subsection  5 

of section 57- 1 5-28. 1 .  The employer shal l  pay these contributions by effecting a n  

equal cash reduction i n  the gross salary o f  the employee o r  b y  a n  offset against future 

sa lary i ncreases or by a contribution of a reduction in gross salary and offset against 

future salary increases. If employee contri butions are paid by the employer, they m u st 

be treated for the purposes of this chapter i �  the same manner and to the same extent 

as employee contributions made prior to the date on which employee contribution s  

were assumed b y  the employer. A n  employer exercising its option under this 

subsection shal l  report its choice to the board in  writing.  

1 0  4.  For  compensation earned after August 1 ,  2009, al l  employee contributions requ i red 

1 1  u nder section 54-52-06. 1  and the job ·service North Dakota retirement p lan ,  and not 

1 2  otherwise paid under subsection  3, must be paid by the employer in  l ieu of 

1 3  contributions by the member. Al l  contributions paid by the employer under this 

1 4  subsection must be treated as employer contri butio.ns in  determining tax treatment 

1 5  u nder this code and the I nternal Revenue Code. Contributions paid by the employer 

1 6  u nder this subsection may not be i ncluded as gross income of the member i n  

1 7  determ in ing tax treatment under this code and the I nternal Revenue Code unti l the 

1 8  contributions are d istributed or made avai lable.  Contributions paid by the employer i n  

1 9  accordance with this subsection  must be treateq for the purposes of th is chapter i n  the 

20  same manner and  to  the same extent as member contributions made before the date 

2 1  the contributions were assumed by the employer. The employer shal l  pay these 

22 member contributions from the same source of funds used i n  paying compensation to 

23 the employee. The employer shal l pay these contributions by effecting an  equal cash 
,, ,. 

24 _reduction in  the g ross salary of the employee .  The employer shall continue making 
' . '' . . . . . ,.. ' 

2 5  payments under this section un less ·otherwise specifically prov.ided for u nder the 

26 
'
agency's bienniai  appropriation or  by amendment to law. : 

. 

2 7  SECTION 6 .  AM ENDMENT. Section 54-52-06 of. the North Dak9ta Century Code is 

28 amended and reenacted as fo l lows: 

29 5�-52-06. Employer's contribution to retirement plan. 

30 Each governmental un it sha l l  contri bute an  amount equal to four  and twelve-hundredths 

3 1  percent of the monthly sa lary or wage of a partic ipating member. Governmental un it 
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1 contributions increase by one percent of the monthly salary or wage of a participat ing member 

2 beg inning with the monthly reporting period of January 201 2, and with an additional increase of 

3 one percent, beg inn ing with the reporting period of January 201 3, and with an additional 

4 i ncrease of one percent. beginning with the monthly reporting period of January 201 4. For those 

5 members who e lect to exercise their rights under section 54-52-1 7 . 1 4, the employing 

6 governmental u nit ,  or in  the case of a member not presently under covered employment the 

7 most recent employing governmental un it, shal l  pay the associated employer contribution .  If the 

8 employee's contribution is paid by the governmental un it under subsection 3 of section 

9 54-52-05, the employer un it shal l  contribute, in addition , an amount equal to the requ i red 

1 0  employee's contribution .  Each governmental un it shal l  pay the contribution monthly, or  i n  the 

1 1  case of an e lection  made pursuant to section 54-52-1 7 . 1 4  a lump sum, into the ret irement fund 

1 2  from its funds appropriated for payrol l  and salary or any other funds avai lable for these 

1 3  purposes. Any governmental un it fai l ing to pay the contributions monthly, or in the case of an 

1 4  election made pursuant to section 54-52-1 7. 1 4  a lump sum,  i s  subject to a civi l penalty of fifty 

1 5  dol lars and, as interest, one percent of the amount due for each month of delay or fraction  

1 6  thereof after the payment became due. I n  l ieu of assessing a civi l penalty or one percent per 

1 7  month , or both, interest at the actuarial rate of return may be assessed for each month the 

1 8  contributions are del inquent. If contributions are paid with in n inety days of the date they became 

1 9  due,  penalty and i nterest to be paid on del inq uent contributions may be waived. An employer is  

20 requ i red to submit contributions for any past el ig ible employee who was employed after J u ly 1 ,  

2 1  1 977, for which contributions were not made if the employee would have been el ig ib le to 

22 become vested had the employee participated and if the employee elects to join the pub l ic  

23 employees retirement system. Employer contributions may not be assessed for e l ig ib le service 

24 that an employee has waived pursuant to subsection 1 of section 54-52-05. The board sha l l  

25 report to each session of the legislative assembly the contributions necessary, as determined by 

26 the actuarial study, to maintain  the fund's actuarial soundness. 

27 SECTION 7 .  AMENDM ENT. Section 54-52-06. 1  of the North Dakota Century Code is 

28 amended and reenacted as follows: 

Page No. 7 1 3 . 0405 . 03007 



Sixty-third 
Legis lative Assem bly 

1 54-52-06.1 . Contri bution by supreme and district court judges - Employer 

2 contribution. 

3 Each judge of the supreme or d istrict court who is a member of the publ ic employees 

4 retirement system must be assessed and required to pay monthly five percent of the judge's 

5 month ly salary. Member contributions increase by one percent of the judge's monthly salary 

6 beginn ing with the monthly reporting period of January 201 2, and with an add itional increase of 

7 one percent, beginn ing with the reporting period of January 201 3. and with an additional 

8 increase of one percent. beginning with the monthly reporting period of Jan uary 201 4. The 

9 assessment m ust be deducted and retained out of the judge's salary in  equal monthly 

1 0 insta l lments. The state shal l  contribute an amount equal to fourteen and fifty-two 

1 1  one-hundredths percent of the monthly salary of a supreme or d istrict court judge who is  a 

1 2  participating member of the system , which match ing contrib ution must be paid from its funds 

1 3  appropriated for salary, or  from any other funds ava i lable for such purposes. State contributions 

1 4  increase by one percent of the monthly salary of a supreme or district court j udge who is a 

1 5  participating member of the system beginning with the monthly reporting period of 

1 6  January 201 2, and  with an additional increase of one percent, beginning with the monthly 

1 7  reporting period of January 201 3. and with an additional i ncrease of one percent, beginn ing with 

1 8  the monthly reporting period of January 201 4. If the judge's contribution is paid by the state 

1 9  under subsection 3 of section 54-52-05, the state shal l  contribute , in addit ion, an amount equal 

20 to the requ i red judge's contribution. 

2 1  SECTION 8.  AMENDME NT. Section 54-52-06.2 of the North Dakota Century Code is 

22 amended and reenacted as follows: 

23 54-52-06.2. Contri bution by national guard security officers or firefighters - Employer 

24 contribution.  

25 Each national g uard security officer or firefighter who is  a member of the publ ic employees 

26 retirement system is assessed and shal l  pay
' 
month ly four  percent of the employee's monthly 

27  salary. Member contributions i ncrease by one-half of one percent of the member's monthly 

28 salary beginning with the monthly reporting period of January 201 4. The assessment m ust be 

29 deducted and reta ined out of the employee's salary in  equal  monthly instal lments . The national 

30 guard security officer's or firefighter's employer shal l  contribute an amount determined by the 

31  board to be actuarial ly required to support the level of  benefits specified in section 54-52-1 7 . 
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1 The employer's contribution must be paid from funds appropriated for salary or from any other 

2 funds avai lable for such purposes. If the security officer's or firefighter's assessment is  paid by 

3 the employer under subsection 3 of section 54-52-05, the employer shal l  contribute, in  addition ,  

4 an amount equal to the required national guard security officer's or firefighter's assessment. 

5 SECTION 9. AM ENDM ENT. Section 54-52-06 .3 of the North Dakota Century Code is 

6 amended and reenacted as fol lows: 

7 54-52-06.3. Contri bution by peace officers and correctional officers employed by 

8 pol itical subdivisions - Employer contribution. 

9 Each peace officer or correctional officer employed by a political subdivision that enters into 

1 0 an agreement with the retirement board on behalf of its peace officers and correctional officers 

1 1  separate ly from its other employees and who is a member of the publ ic employees reti rement 

1 2  system is assessed and shall pay monthly four percent of the employee's monthly salary. Peace 

1 3  officer or correctional officer contributions increase by one-half of one percent of the member's 

1 4  monthly salary beginning with the monthly reporting period of January 201 2 ,  and with an 

1 5  additiona l i ncrease of one-half of one percent, beg inn ing with the monthly reporting period of 

1 6  January 201 3. and with an additional  i ncrease of one-half of one percent. beqi nn ina with the 

1 7  monthly reporting period of January 20 1 4. The assessment must be deducted and reta ined out 

1 8  of the employee's salary in equal month ly instal lments. The peace officer's or correctional 

1 9  officer's employer shal l  contribute an amount determined by the board to be actuarial ly requ i red 

20 to support the level of benefits specified in section 54-52-1 7 .  If the peace officer's or correctional 

2 1  officer's assessment i s  paid by the employer under subsection 3 of section 54-52-05, the 

22 employer shal l contribute, in  addition ,  an  amount equal to the requ i red peace officer's or 

23 correctional  officer's assessment. 

24 SECTION 1 0. AM ENDM ENT. Section 54-52 .6-01 of the North Dakota Century Code is 

25 amended and reenacted as fol lows: 

26 54-52.6-0 1 . Defin ition of terms. 

27 As used in this chapter, unless the context otherwise requ i res: 

28 1 .  "Board" means the publ ic employees reti rement system board .  

29 2 .  "Deferred member" means a person who elected to  receive deferred vested reti rement 

30 benefits under chapter 54-52. 
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1 3 .  "El ig ib le employee" means a permanent state employee, except an employee of the 

2 

3 

4 

5 

6 

7 

8 

judicial branoh or an employee of the board of higher education and state institutions 

under the jurisdiction of the board, who is eighteen years or more of age and vvho is in 

a position not classified by North Dai<ota human resouroe management services. If a 

participating member loses permanent employee status and becomes a temporary 

employee, the member may still participate in the defined contribution retirement plan 

who is hired after July 30. 2013elects to participate in  the ret irement plan under th is 

chapter. 

9 4 .  "Employee" means any person employed by the state , whose compensation is paid 

1 0  

1 1  

out of state funds, or funds controlled or administered by the state or paid by the 

federal govern ment through any of its executive or administrative offic ials.  

1 2  5 .  "Employer" means the state of North Dakota. 

1 3  6 .  "Participating member" means a n  el ig ib le employee who elects to participate i n  the 

1 4  defined contribution ret irement plan establ ished under this chapter. 

1 5  7 .  "Permanent employee" means a state employee whose services are not l im ited in 

1 6  

1 7  

duration and who is fi l l i ng an approved and regu la rly funded position and is employed 

twenty hours or more per week and at least five months each year. 

1 8  8 .  "Wages" and "sa laries" means earn ings in el ig ib le employment u nder th is  chapter 

1 9  reported as salary on a federal income tax withhold ing statement p lus any sa lary 

20 reduction or sa lary deferral amounts under 26 U .S .C .  1 25 ,  401 (k) ,  403(b) ,  41 4(h) ,  or 

2 1  457. "Salary" does not include fringe benefits such as payments for unused s ick leave ,  

22 personal leave, vacation leave paid in  a lump sum,  overt ime, housing a l lowances, 

23 transportation expenses, early retirement, incentive pay, severance pay, med ical 

24 insurance, workforce safety and insurance benefits , d isabi l ity insurance premiums or 

25 benefits, or salary received by a member in l ieu  of  previously employer-provided fringe 

26 benefits under an agreement between an employee and a participating employer. 

2 7  Bonuses may b e  considered a s  salary under this section if reported and annual ized 

28 pursuant to ru les adopted by the board . 

29 SECTION 1 1 .  AM E N DMENT. Subsection 6 of section 54-52.6-02 of the North Dakota 

30 Century Code is amended and reenacted as fol lows: 
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1 6 .  A participating member who becomes a temporary employee may sti l l  participate i n  

2 the defined contribution reti rement plan upon fi l ing an election with the board within 

3 one hundred eighty days of transferring to temporary employee status. The 

4 participating member may not become a member of the defined benefit plan as a 

5 tem porary employee. The temporary employee electing to participate in the defined 

6 contribution retirement plan shal l  pay monthly to the fund a n  amount equal to e ight 

7 and twelve-hundredths percent times the temporary employee's present monthly 

8 salary. The amount requ i red to be paid by a temporary employee increases by two 

9 percent times the temporary employee's present month ly salary beginning with the 

1 0  monthly reporting period of January 20 1 2, and with an additional increase of two 

1 1  percent, beginning with the monthly reporting period of January 201 31 and with an 

1 2  additional increase of two percent. beginn ing with the monthly reporting period of 

1 3  January 20 1 4. The temporary employee shal l  a lso pay the requ i red monthly 

1 4  contribution to the retiree health benefit fund estab l ished under section 54-52 . 1 -03 .2 .  

1 5  This contribution must be recorded as a member contribution pursuant to section 

1 6  54-52 . 1 -03.2.  An employer may not pay the temporary employee's contributions. A 

1 7  temporary employee may continue to participate as a temporary employee u nti l 

1 8  termination of employment or reclassification of the temporary employee as a 

1 9  permanent employee. 

20 SECTION 12. AMENDMENT. Section 54-52.6-02 of the North Dakota Century Code is 

2 1  amended and reenacted a s  fol lows: 

22 54-52.6-02. E lection. 

23 1 .  The board shall provide an opportunity for each eligible employee •nho is a member of 

24 

25 

26 

27 

28 

29 

30 

31 

the public employees retirement system on September 30, 2001 , and '.vho has not 
made a \Vritten election under this section to transfer to the defined contribution 

retirement plan before October 1 I 2001 I to elect in writing to terminate membership in 
the public employees retirement system and elect to become a participating member 

under this chapter. Except as provided in section 54 52.6 031 an election made by an 

eligible employee under this section is irrevocable. The board shall accept written 

elections under this section from eligible employees during the period beginning on 

July 1 ,  1999, and ending 12:01 a.m. December 14, 2001 . An eligible employee ·.vho 
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2-:-

does not make a written election or •.vho does not file the election during the period 

specified in this section continues to be a member of the public employees retirement 

system. /\n eligible employee who makes and files a written election under this section 

ceases to be a member of the public employees retirement system effective twelve 

midnight December 31, 2001; becomes a participating member in the defined 

contribution retirement plan under this chapter effective 12:01 a.m. January 1 ,  2002; 
and •.vaives all of that person's rights to a pension, annuity, retirement allowance, 

insurance benefit, or any other benefit under the public employees retirement system 

effective December 31 ,  2001. This section does not affect a person's right to health 

benefits or retiree health benefits under chapter 54 52.1 .  An eligible employee '<Nho is 

first employed and entered upon the payroll of that person's employer after 

September 30, 2001, may make an election to participate in the defined contribution 

retirement plan established under this chapter at any time during the first six months 

after the date of employment. If the board, in its sole discretion, determines that the 

employee \vas not adequately notified of the employee's option to participate in the 

defined contribution retirement plan, the board may provide the employee a 

reasonable time within which to make that election, which may m<tend beyond the 

original six month decision window. 

If an individual 'Nho is a deferred member of the public employees retirement system 

on September 30, 2001, is reemployed and by virtue of that employment is again 

eligible for membership in the public employees retirement system under chapter 

54 52, the individual may elect in writing to remain a member of the public employees 

retirement system or if eligible to participate in the defined contribution retirement plan 

established under this chapter to terminate membership in the public employees 

retirement system and become a participating member in the defined contribution 

retirement plan established under this chapter. An election made by a deferred 

member under this section is irrevocable. The board shall accept written elections 

under this section from a deferred member during the period beginning on the date of 
the individual's reemployment and ending upon the expiration of six months after the 

date of that reemployment. If the board, in its sole discretion, determines that the 

employee •.vas not adequately notified of the employee's option to participate in the 
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� 

defined contribution retirement plan, the board may provide the employee a 

reasonable time 'Nithin which to make that election, which may extend beyond the 

original six month decision 1.vindow. 1\ deferred member who mal'\es and files a ·.vritten 

election to remain a member of the public employees retirement system retains all 

rights and is subject to all conditions as a member of that retirement system. /\ 

deferred member who does not make a written election or who does not file the 

election during the period specified in this section continues to be a member of the 

public employees retirement system. /\deferred member 1Nho makes and files a 

written election to terminate membership in the public employees retirement system 

ceases to be a member of the public employees retirement system effective on the 

last day of the payroll period that includes the date of the election; becomes a 

participating member in the defined contribution retirement plan under this chapter 

effective the first day of the payroll immediately following the date of the election; and 

waives all of that person's rights to a pension, an annuity, a retirement allo\vance, 

insurance benefit, or any other benefit under the public employees retirement system 

effective the last day of the payroll that includes the date of the election. This section 

does not affect any right to health benefits or retiree health benefits to which the 

deferred member may otherwise be entitled. 

/\n eligible employee who elects to participate in the retirement plan established under 

this chapter must remain a participant even if that employee returns to the classified 

service or becomes employed by a political subdivision that participates in the public 

employees retirement system. The contribution amount must be as provided in this 

chapter, regardless of the position in •..vhich the employee is employed. 

Notwithstanding the irrevocability provisions of this chapter, if a member who elects to 

participate in the retirement plan established under this chapter becomes a supreme 

or district court judge, becomes a member of the high·.vay patrol, becomes employed 

in a position subject to teachers' fund for retirement membership, or becomes an 

employee of the board of higher education or state institution under the jurisdiction of 

the board who is eligible to participate in an alternative retirement program established 

under subsection 6 of section 15 10 17, the member's status as a member of the 

defined contribution retirement plan is suspended, and the member becomes a new 
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4.-

member of the retirement plan for ·.vhich that member's new position is eligible. The 

member's account balance remains in the defined contribution retirement plan, but no 

nevo' contributions may be made to that account. The member's service credit and 

salary history that were forfeited as a result of the member's transfer to the defined 

contribution retirement plan remain forfeited, and service credit accumulation in the 

ne·.v retirement plan begins from the first day of employment in the new position. If the 

member later returns to employment that is eligible for the defined contribution plan, 

the member's suspension must be terminated, the member again becomes a member 

of the defined contribution retirement plan, and the member's account resumes 

accepting contributions. /\t the member's option, and pursuant to rules adopted by the 

board, the member may transfer any available balance as determined by the 

provisions of the alternate retirement plan into the member's account under this 

chapter. 

After consultation with its actuary, the board shall determine the method by which a 

participating member or deferred member may make a v.•ritten election under this 

section. If the participating member or deferred member is married at the time of the 

election, the election is not effective unless the election is signed by the individual's 

spouse. However, the board may 'ovaive this requirement if the spouse's signature 

cannot be obtained because of extenuating circumstances.At the time of hire the 

board shall provide an opportunity for an eligible employee to elect to participate in the 

defined contribution retirement plan under this chapter in lieu of the public employees 

retirement svstem under chapter 54 52, pursuant to rules adopted by the board. /\ new 

hire may exercise this election anytime from the time of hire until the expiration of thirty 

davs following the completion of a probationary period. If an eligible employee's terms 

of employment do not provide for a probationary period, that eligible employee has 

thirty days following the first day of emplovment within which to exercise this 

election. The board sha l l  provide an  opportuni ty for e l iq ib le employees who a re new 

members of the publ ic employees retirement system under chapter 54-52 to transfer 

to the defined contribution  plan under th is chapter pursuant to the rules and pol icies 

adopted by the board .  An e lection made by an eligible employee to participate ina 

member of the publ ic employees reti rement system u nder chapter 54-52 to transfer to 
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the defined contribution retirement plan under this chapter is i rrevocable .  In the case 

of an eligible employee who mal�es an eleotion after the date of hire. the election will 

have the effeot of that eligible employee transferring:-o� ar. mdividua '  vvnc els::ts to 

transfer membership from the publ ic employees ret irement system under chapter 

54-52 to the defined contribution retirement plan under this chapter.-aM the board 

shal l  transfer a lump sum amount from the publ ic employees ret irement system fund to 

the participating member's account in the defined contri bution ret i rement plan  under 

this chapter. However. if the ind ividual terminates employment prior to receiving the 

lump sum transfer under this section, the election made is ineffective and the 

indiv idual remains a member of the publ ic employees retirement system under chapter 

54-52 and retains al l  the rights and privi leges under that chapter. The board shall 
calculate the actuarial present value of the individual's aooumulated benefit obligation 
under the public employees retirement system based on the assumption that the 

individual VJill retire under the earliest applicable normal retirement age. This section 

does not affect an i nd ividual's right to health benefits or  retiree health benefits under 

chapter 54-52. 1 .  

1 7  &:-£_ If the board receives notification from the internal revenue service that this section or 

1 8  

1 9  

20 

2 1  

any portion of this section wi l l  cause the publ ic employees retirement system o r  the 

retirement plan estab l ished under this chapter to be d isqual ified for tax purposes 

under the Internal Revenue Code,  then the portion that wi l l  cause the d isqual ification 

does not apply. 

22 B-:-.;1 A participating member who becomes a temporary employee may sti l l  part ic ipate in 

23 

24 

25 

26 

27  

28 

29 

30 

3 1  

the defined contribution ret irement plan upon fi l i ng a n  election with the board within 

one hundred eighty days of transferring to temporary employee status .  The 

participating member may not become a member of the defi ned benefit plan as a 

temporary employee. The temporary employee electing to participate in the defined 

contribution retirement p lan sha l l  pay monthly to the fund an amount equal  to eight 

and twelve-hundredths percent t imes the temporary employee's present month ly 

salary. The amount requ i red to be paid by a temporary employee increases by two 

percent times the temporary employee's present monthly salary beg inn ing with the 

monthly report ing period of January 20 1 2 , and with an additiona l  i ncrease of two 
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4 
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6 

7 

percent, beg inn ing with the reporting period of January 201 3 .  The temporary 

employee shal l  also pay the requ i red monthly contribution to the retiree health benefit 

fund establ ished under section 54-52. 1 -03.2.  This contribution must be recorded as a 

member contribution pursuant to section 54-52. 1 -03 .2 .  An employer may not pay the 

temporary employee's contributions. A temporary employee may continue to 

participate as a temporary employee unti l  termination of employment or 

reclassification of the temporary employee as a permanent employee .  

8 �4. A former participating member who has accepted a retirement d istribution pursuant to 

9 section 54-52.6-1 3 and who subsequently becomes employed by an  entity d ifferent 

1 0  from the employer with which the member was employed at the time the member 

1 1  reti red but which does participate in  any state-sponsored reti rement p lan may, before 

1 2  reenrol l ing in  the defined contribution retirement plan, elect to permanently waive 

1 3  future participation in  the defined contribution reti rement plan , whatever p lan in  which 

1 4  the new employing entity partic ipates, and the retiree health program and maintain  

1 5  that member's retirement status .  Ne ither the member nor the employer a re requ i red to 

1 6  make any future reti rement contributions on behalf of that employee. 

1 7  SECTION 14. AMENDMENT. Section 54 52.6 15 of the North Dakota Century Code is 

1 8  amended and reenacted as follmvs: 

1 9  54 52.6 15. Board to provide information. 
20 -+he board shall provide information to nevJ hires and employees who are e� 

2 1  become participating members under this chapter. The information must include at a minimum 

22 the employee's current account balance, the assumption of investment risk under a defined 

2 3  contribution retirement plan, administrative and investment costs, coordination of benefits 

24 information, and a comparison of projected retirement benefits under the publio employees 

2 5  retirement system under ohapter 54 52 and tho retirement plan established under this chapter. 

26 Netwithstanding any other prevision of law, the board is not liable for any eleotion or investment 

27 Ef:eoision made by an employee based upon information provided to an employee under this 

28 chapter. 

29 SECTION 15.  REPEAL Section 54 52.6 03 of the North Dakota Century Code is repealed. 
. . . . , .  

30 .· SECTION 13. AMENDMENT. Section 54�52.6-09 of the North Dakota Century Code is  

3 1  amended a n d  reenacted a s  fol lows: 

Page No. 1 6  1 3 . 0405.03007 



Sixty-third 
Legislative Assembly 

1 54-52.6-09. Contributions - Penalty. 

2 1 .  Each participating member shal l  contribute monthly four  percent of the monthly salary 

3 

4 

5 

6 

7 

8 

9 

1 0  

or wage paid to the participant, and this assessment must be deducted from the 

participant's salary in  equal monthly i nsta l lments commencing with the first month of 

participation in  the defined contribution reti rement plan established u nder this chapter. 

Participating member contributions increase by one percent of the monthly  salary or 

wage paid to the participant beginn ing with the month ly reporting period of 

January 201 2 , and with an additional i ncrease of one percent, beg inn ing with the 

reporting period of January 20 1 3, and with an additional increase of one percent, 

begin ni ng with the monthly reporting period of January 20 1 4. 

1 1  2.  The employer shal l  contribute an amount equal to four  and twelve-hundredths percent 

1 2  

1 3  

1 4  

1 5  

1 6  

1 7  

1 8  

1 9  

20 

2 1  

22 

23 

24 

of the month ly salary or wage of a participating member. Employer contributions 

increase by one percent of  the monthly  salary or wage of  a participating member 

beg i nn ing with the month ly reporting period of January 201 2, and with an  addit ional 

increase of one percent, beg inn ing with the monthly reporting period of January 201 3� 

and with a n  additional i ncrease of one percent, beginn ing with the monthly reporting 

period of January 201 4. If the employee's contribution is paid by the employer under 

subsection 3, the employer shal l  contribute, i n  addition ,  an  amou nt equal  to the 

requ ired employee's contribution.  The employer shal l  pay monthly such contribution 

into the participating  member's account from its funds appropriated for payrol l  and 

sa lary or any other funds avai lable for such purposes .  If  the employer fai ls  to pay the 

contributions monthly, it is subject to a civi l penalty of fifty do l lars and,  as i nterest, one 

percent of the amount due for each month of delay or fraction thereof after the 

payment became d ue. 

25 3. Each employer, at its option ,  may pay the employee contributions requ i red by this 

26 

27 

28 

29 

30 

31 

section  for a l l  compensation earned after December 3 1 , 1 999. The amount paid must 

be paid by the employer i n  l ieu of contributions by the employee. If the employer 

decides not to pay the contributions, the amount that wou ld have been paid wi l l  

conti nue to be deducted from the employee's compensation .  If contrib ut ions are paid 

by the employer, they must be treated as employer contributions in determin ing tax 

treatment under th is code and the federal Internal Revenue Code. Contributions paid 
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by the employer may not be included as gross income of the employee in determ in ing 

tax treatment under this code and the federal Internal Revenue Code unti l they are 

d istributed or  made avai lable. The employer shal l  pay these employee contributions 

from the same source of funds used in  paying compensation to the employee. The 

employer shal l  pay these contributions by effecting an  equal  cash reduction in  the 

gross salary of the employee or by an offset against future salary increases or by a 

combination of a reduction in gross salary and offset against future salary increases. 

Employee contributions paid by the employer must be treated for the purposes of this 

chapter in  the same manner and to the same extent as employee contributions made 

before the date on which employee contributions were assumed by the employer. An 

employer shall exercise its option under this subsection by reporting its choice to the 
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April 23, 201 3 

PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1 452 

That the Senate recede from its amendments as printed on pages 1 302-1 309 of the House 
Journal and pages 1 1 85-1 1 92 of the Senate Journal and that Engrossed House Bil l No. 1 452 
be amended as fol lows: 

Page 1 ,  l i ne 1 ,  after "to" insert "create a new section to chapter 39-03. 1 and a new section to 
chapter 54-52 of the North Dakota Century Code, relat ing to expiration of the increase 
in highway patrolmen's retirement plan and publ ic employees retirement system 
member and employer contributions , "  

Page 1 ,  l ine 1 ,  after "reenact" i nsert "sections 39-03. 1 -09 and 39-03 . 1 - 1  0 ,"  

Page 1 ,  l ine 1 ,  replace the second "and" with a comma 

Page 1 ,  l ine 1 ,  after "sections" insert "54-52-02.9 ,  54-52-05, 54-52-06 , 54-52-06 . 1 ,  54-52-06.2 ,  
54-52-06. 3 ,  and" 

Page 1 ,  l ine 2, after the fir:st comma insert "subsection 6 of section 54-52 .6-02, and sections" 

Page 1 ,  l ine 2, remove the second comma 

Page 1 ,  l ine 2,  replace "54-52. 6-1 5" with "54-52.6-09" 

Page 1 ,  l ine 2, after "to" insert "increased employer and employee contributions under the 
highway patrolmen's retirement plan and publ ic employees retirement system and" 

Page 1 ,  l ine 3, remove "and to repeal section 54-52.6-03 of the" 

Page 1 ,  remove l ine 4 

Page 1 ,  l ine 5, replace "pub l ic  employees ret irement system" with "to provide for a legislative 
management study; to provide an appropriation; to provide an effective date ; and to 
provide an expiration date" 

Page 1 ,  after l ine 6, i nsert: 

"SECTIO N  1 .  AMENDMENT. Section 39-03. 1 -09 of the North Dakota Century 
Code is amended and reenacted as fo l lows: 

39-03.1 -09. Payments by contri butors - Em ployer payment of employee 
contribution. 

1 .  Every member, except as provided in section 39-03. 1 -07 , shal l  contribute 
into the fund ten and th irty-hundredths percent of the member's month ly 
sa lary, wh ich sum must be deducted from the member's salary and 
credited to the member's account i n  the fund .  Member contributions 
increase by one percent of the member's monthly sa lary beginning with the 
monthly reporting period of January 201 2 , with an additional i ncrease of 
one percent, beg inn ing with the monthly reporting period of January 20 1 3� 
and with an additional i ncrease of one percent, beginn ing with the month ly 
report ing period of January 2014 .  
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2.  The state of North Dakota, at  its option ,  m ay pay the member contributions 
required by subsection 1 for all compensation earned after June 30, 1 983, 
and may pay the member contributions required to purchase service credit 
on a pretax basis pursuant to subsection 8 of section 39-03. 1 -08 .2 .  The 
amount paid m ust be paid by the state in l ieu of contributions by the 
member. A member may not receive the contributed amounts d irectly once 
the employer has elected to pay the member contributions.  If the state 
decides not to pay the contributions, the amount that would have been 
paid wi l l  continue to be deducted from compensation.  If contributions are 
paid by the state, they must be treated as employer contributions in 
determin ing tax treatment under this code and the federal I nternal 
Revenue Code. If  contributions are paid by the state, they must not be 
included as gross income of the member in determin ing tax treatment 
under this code and the Internal Revenue Code unti l they are distributed or 
made avai lable. The state shal l  pay these member contributions from the 
same source of funds used in paying compensation to the members. The 
state shal l  pay these contributions by effecting an equal cash reduction in 
the gross salary of the employee or by an offset against future salary 
increases or by a combination of a reduction in gross salary and offset 
against future salary increases. If member contributions are paid by the 
state, they must be treated for the purposes of this chapter in the same 
manner and to the same extent as member contributions made prior to the 
date the contributions were assumed by the state. The option g iven 
employers by this subsection must be exercised in accordance with rules 
adopted by the board . 

3.  For compensation earned after August 1 ,  2009 , a l l  employee contributions 
requ i red under subsection 1 ,  and not otherwise paid under subsection 2, 
m ust be paid by the state in l ieu of contributions by the member. All 
contributions paid by the state under this subsection m ust be treated as 
employer contributions in determin ing tax treatment u nder this code and 
the federal Internal Revenue Code. Contributions paid by the state under 
this subsection may not be included as gross income of the member in  
determin ing tax treatment under th is code and the I nterna l  Revenue Code 
u nt i l  the contributions are distributed or made ava i lable. Contributions paid 
by the state in accordance with this subsection must be treated for the 
purposes of this chapter in the same manner and to the same extent as 
member contributions made before the date the contributions were 
assumed by the state . The state shal l  pay these member contributions 
from the same source of funds used in paying compensation to the 
members. The state shal l pay these contributions by effecting an equal 
cash reduction in the gross salary of the employee. The state shal l  
cont inue making payments u nder this section un less otherwise specifically 
provided for under the agency's biennial appropriation or by law. 

SECTION 2. AM ENDMENT. Section 39-03. 1 -1 0  of the North Dakota Century 
Code is a mended and reenacted as fol lows: 

39-03.1 -1 0. Contributions by the state. 

The state shal l  contribute to the fund a sum equal to sixteen and 
seventy-hundredths percent of the month ly salary or wage of a participating member. 
State contributions increase by one percent of the monthly sa lary or wage of a 
participating member beginn ing with the monthly reporting period of January 201 2 , and 
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with an additional increase of one percent, beg inn ing with the reporting period of 
January 201 3, and with an additional increase of one percent, beginn ing with the 
monthly reporting period of January 2014 .  If the member's contribution is paid by the 
state under subsection 2 of section 39-03. 1 -09, the state shal l  contribute, in addition, 
an amount equal  to the requ i red member's contribution. The state shall pay the 
associated employer contribution for those members who elect to exercise their rights 
under subsection 3 of section 39-03. 1 -1 0. 1 .  

SECTION 3. A new section to chapter 39-03. 1 of the North Dakota Century 
Code is created and enacted as follows : 

Reduction in  member and employer contributions. 

The requi red increase in the amount of member and employer contributions 
under sections 1 and 2 of this Act must be reduced to the rate in effect on the effective 
date of this Act effective on the Ju ly first that fol lows the fi rst valuation of the highway 
patrolmen's retirement plan showing a ratio of the actuarial value of assets to the 
actuarial accrued l iabi l ity of the h ighway patro lmen's retirement plan that is equal to or 
greater than one h undred percent." 

Page 1 ,  after l ine 2 1 , insert: 

"SECTION 5. AMENDMENT. Section 54-52-02.9 of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-02.9. Participation by tempora ry employees. 

A temporary employee may elect, with in one hundred eighty days of beginning 
employment, to participate i n  the publ ic employees retirement system and receive 
credit for service after enrol lment. The temporary employee shal l  pay monthly to the 
fund an amount equal to eight and twelve-hu ndredths percent t imes the temporary 
employee's present monthly salary. The amount requ i red to be paid by a temporary 
employee increases by two percent t imes the temporary employee's present monthly 
salary beg inn ing with the monthly reporting period of January 20 1 2, and with an 
additional two percent increase, beg inn ing with the reporting period of January 20 1 3i 
and with an addit ional i ncrease of two percent, beginn ing with the monthly reporting 
period of January 201 4 . The temporary employee shal l  also pay the requ i red monthly 
contribution to the retiree health benefit fund establ ished under section 54-52. 1 -03.2. 
Th is  contribution m ust be recorded as a member contribution pursuant to section 
54-52. 1 -03.2.  An employer may not pay the temporary employee's contributions. A 
temporary employee may continue to participate as a temporary employee in the public 
employees retirement system unti l  termination of employment or reclassification of the 
temporary employee as a permanent employee. A temporary employee may not 
purchase any addit ional credit, including addit ional credit under section 54-52-1 7.4 or 
past service under section 54-52-02.6.  

SECTION 6.  AM ENDMENT. Section 54-52-05 of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-05. Membership and assessments - Employer payment of employee 
contri butions. 

1 .  Every e l ig ib le governmental un it employee concurr ing in  the plan m ust so 
state in writ ing and al l  future el ig ible employees are participating members . 
An employee who was not enrol led in the retirement system when el ig ible 

Page No. 3 1 3 .0405.03008 



to participate must be enrol led immediately upon notice of the employee's 
e l ig ib i l ity, un less the employee waives in writing the employee's right to 
participate for the previous time of el ig ibi l ity, to avoid contributing to the 
fund for past service. An employee who is e l ig ible for normal ret irement 
who accepts a reti rement benefit under this chapter and who subsequently 
becomes employed with a participating employer other than the employer 
with which the employee was employed at the time the employee retired 
under this chapter may, before reenrol l ing i n  the retirement plan,  e lect to 
permanently waive future participation i n  the retirement plan and the 
reti ree health program and maintain that employee's retirement status. An 
employee making this election is not required to make any future employee 
contributions to the publ ic employees retirement system nor is the 
employee's employer requ i red to make any further contributions on behalf 
of that employee. 

2. Each member must be assessed and req uired to pay monthly four  percent 
of the monthly salary or wage paid to the member, and such assessment 
must be deducted and retained out of such salary in equal monthly 
insta l lments commencing with the first month of employment. Member 
contributions increase by one percent of the monthly salary or wage paid 
to the member beginn ing with the month ly reporting period of 
January 20 1 2 , and with an add itional increase of one percent, beg inning 
with the monthly report ing period of January 20 1 3, and with an additional 
i ncrease of one percent, beginn ing with the monthly reporting period of 
January 2014 .  

3 .  Each employer, at  its opt ion,  may pay al l  or a portion of the employee 
contributions requ i red by subsection 2 and sections 54-52-06. 1 ,  
54-52-06.2,  54-52-06 .3 ,  and 54-52-06.4 or the employee contributions 
requ i red to purchase service credit on a pretax basis pursuant to 
subsection 5 of section 54-52-1 7.4.  Employees may not receive the 
contributed amounts d irectly once the employer has elected to pay the 
employee contributions. The amount paid must be paid by the employer in  
l ieu  of contributions by the employee. If the state determines not to pay the 
contributions, the amount that wou ld have been paid must contin ue to be 
ded u cted from the employee's compensation .  If contributions are paid by 
the e mployer, they must be treated as employer contributions in  
determin ing tax treatment u nder this code and the federal I nterna l  
Revenue Code. If  contributions are paid by the employer, they may not be 
i nc luded as gross i ncome of the employee i n  determin ing tax treatment 
u nder this code and the I nternal Revenue Code u nti l  they are distributed or 
made avai lable. The employer shal l  pay these employee contributions from 
the same source of funds used in  paying com pensation to the employee or 
from the levy authorized by subsection 5 of section 57-1 5-28 . 1 .  The 
employer shal l  pay these contributions by effecting an equal cash 
redu ction in the gross salary of the employee or by an offset against future 
salary increases or by a contribution of a red uction in gross salary and 
offset against future salary increases. If employee contributions are paid by 
the employer, they must be treated for the purposes of this chapter in  the 
same manner and to the same extent as employee contributions made 
prior to the date on which employee contributions were assumed by the 
employer. An employer exercising its option under this subsection shall 
report its choice to the board in  writ ing. 
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4. For compensation earned after August 1 ,  2009, al l  employee contributions 
required under section 54-52-06. 1 and the job seNice North Dakota 
reti rement plan ,  and not otherwise paid under subsection 3, m ust be paid 
by the employer in lieu of contributions by the member. All contributions 
paid by the employer under this subsection must be treated as employer 
contributions i n  determin ing tax treatment under this code and the I nternal 
Revenue Code. Contributions paid by the employer u nder this subsection 
may not be included as gross income of the member in determining tax 
treatment under this code and the I nternal Revenue Code unti l  the 
contributions are d istributed or made avai lable. Contributions paid by the 
employer in accordance with this subsection must be treated for the 
purposes of this chapter in the same manner and to the same extent as 
member contributions made before the date the contributions were 
assumed by the employer. The employer shal l  pay these member 
contributions from the same source of funds used in paying compensation 
to the employee. The employer shal l  pay these contributions by effecting 
an equal cash reduction in the gross salary of the employee. The employer 
shal l  cont inue making payments under this section un less otherwise 
specifically provided for u nder the agency's bienn ia l  appropriation or by 
amendment to law. 

SECTION 7. AMEN DMENT. Section 54-52-06 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

54-52-06. Employer's contribution to retirement plan .  

Each governmental un it shal l  contribute an amount equal to  four and 
twelve-hundredths percent of the monthly salary or wage of a part ici pating member. 
Governmental unit contributions increase by one percent of the monthly salary or wage 
of a participating member beginn ing with the monthly reporting period of January 201 2 , 
and with an additiona l  i ncrease of one percent, beginn ing with the reporti ng period of 
January 201 3, and with an additional i ncrease of one percent, beginn ing with the 
monthly reporting period of January 201 4 .  For those members who elect to exercise 
their rights under section 54-52-1 7. 1 4 , the employing governmental unit, or in the case 
of a member not presently under covered employment the most recent employing 
governmental unit ,  shal l  pay the associated employer contribution . If the employee's 
contribution is paid by the governmental un it under subsection 3 of section 54-52-05, 
the employer un it shal l  contribute , in addit ion, an amount equa l  to the requ ired 
employee's contribution . Each governmental un it shal l  pay the contribution monthly, or 
in the case of an election made pursuant to section 54-52-1 7 . 1 4  a l u mp sum, i nto the 
reti rement fund from its funds appropriated for payroll and salary or any other funds 
avai lable for these purposes. Any governmental un it fai l ing to pay the contributions 
month ly, or in  the case of an election made pursuant to section 54-52-1 7 . 1 4  a lump 
sum ,  is  subject to a civ i l  penalty of fifty dol lars and,  as interest, one percent of the 
amount due for each month of delay or fraction thereof after the payment became due. 
In l ieu of assessing a civi l penalty or one percent per month , or both , interest at the 
actuarial rate of return may be assessed for each month the contributions are 
del inquent . If contributions are paid with i n  n inety days of the date they became due, 
penalty and i nterest to be paid on del inquent contributions may be waived. An 
employer is requ i red to submit contributions for any past el ig ible employee who was 
employed after Ju ly 1 ,  1 977,  for which contributions were not made if the employee 
would have been el ig ible to become vested had the employee participated and if the 
employee elects to jo in the public employees reti rement system .  Employer 
contributions may not be assessed for el ig ible seNice that an employee has waived 
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pursuant to subsection 1 of section 54-52-05. The board shal l  report to each session of 
the legislative assembly the contributions necessary, as determined by the actuarial 
study, to maintain the fund's actuaria l  soundness. 

SECTION 8. AMENDMENT. Section 54-52-06. 1  of the North Dakota Century 
Code is amended and reenacted as follows: 

54-52-06. 1 .  Contribution by supreme and d istrict cou rt judges - Employer 
contribution. 

Each judge of the supreme or district court who is a member of the publ ic 
employees ret irement system must be assessed and required to pay monthly five 
percent of the judge's monthly salary. Member contributions inc rease by one percent of 
the judge's monthly salary beginn ing with the monthly reporting period of 
Ja nuary 201 2 , and with an additional  i ncrease of one percent, beg inn ing with the 
reporting period of January 201 3, and with an additional increase of one percent, 
beginn ing with the month ly reporting period of January 201 4 .  The assessment must be 
deducted and reta ined out of the judge's salary in equal monthly i nstal lments . The state 
shal l  contribute an amount equal to fourteen and fifty-two one-h u ndredths percent of 
the monthly salary of a supreme or d istrict court judge who is a participating member of 
the system,  which matching contribution must be paid from its funds appropriated for 
salary, or from any other funds avai lable for such purposes . State contributions 
i ncrease by one percent of the monthly salary of a supreme or d istrict court judge who 
is  a partic ipat ing member of the system beg inning with the monthly reporting period of 
January 201 2 , and with an additiona l  i ncrease of one percent, beg inn ing with the 
m onthly reporting period of January 20 1 3, and with an add itiona l  i ncrease of one 
percent, beginn ing with the monthly reporting period of January 2014 .  I f  the judge's 
contribution is paid by the state under subsection 3 of section 54-52-05, the state shal l  
contribute, i n  addition,  an  amount equal to the required judge's contribution . 

SECTION 9. AMENDM ENT. Section 54-52-06.2 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

54-52-06.2. Contribution by national guard security officers or firefighters -
E m ployer contribution .  

Each national guard security officer or fi refighter who is a member of the publ ic 
employees retirement system is assessed and shal l  pay monthly four  percent of the 
employee's monthly salary. Member contributions i ncrease by one-half of one percent 
of the member's month ly salary beginn ing with the monthly reporting period of January 
20 1 4 .  The assessment must be deducted a n d  retained out of the employee's salary in  
equa l  monthly i nstal lments. The national  guard security officer's or firefighter's 
employer shal l  contribute an amount determined by the board to be actuarial ly required 
to support the level of benefits specified in section 54-52-1 7 . The employer's 
contribution must be paid from funds appropriated for salary or from any other funds 
available for such purposes. If the security officer's or fi refighter's assessment is paid 
by the employer under subsection 3 of section 54-52-05, the employer shal l  contribute, 
in addition ,  an amount equal  to the requ i red national guard security officer's or 
firefighter's assessment. 

SECTION 1 0. A M E N DMENT. Section 54-52-06 .3  of the North Dakota Century 
Code is amended and reenacted as fol lows: 
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54-52-06.3. Contribution by peace officers and correctional officers 
employed by pol itical subdivisions - Employer contribution. 

Each peace officer or correctional officer employed by a pol it ical subd ivision 
that enters i nto an agreement with the retirement board on behalf of its peace officers 
and correctional  officers separately from its other employees and who is a member of 
the publ ic  employees retirement system is assessed and shal l  pay monthly four 
percent of the employee's monthly salary. Peace officer or correctional officer 
contributions i ncrease by one-half of one percent of the member's monthly salary 
beginn ing with the monthly reporting period of January 201 2 , and with an additional 
increase of one-half of one percent, beginn ing with the monthly reporting period of 
January 201 3, and with an additional increase of one-half of one percent, beginn ing 
with the monthly reporting period of January 201 4. The assessment must be deducted 
and reta ined out of the employee's salary i n  equal monthly i nstal lments . The peace 
officer's or correctional officer's employer shall contribute an amount determined by the 
board to be actuarial ly requ i red to support the level of benefits specified i n  section 
54-52- 1 7 . If the peace officer's or correctional officer's assessment is paid by the 
employer under subsection 3 of section 54-52-05, the employer shal l contribute, in  
addition ,  an amount equal to the required peace officer's or  correctional officer's 
assessment.  

SECTION 1 1 .  A new section to chapter 54-52 of the North Dakota Century 
Code is created and enacted as fol lows: 

Reduction in member and employer contributions. 

The requi red i ncrease in the amount of member and employer contributions 
under sections 5, 6, 7, 8, 9, 1 0, 1 3, and 1 5  of this Act must be reduced to the rate in  
effect on the effective date of  this Act effective on the Ju ly first that fol lows the first 
valuation of the publ ic employees reti rement system main system showing a ratio of 
the actuarial value of assets to the actuarial accrued l iabi l ity of the publ ic employees 
retirement system main system that is equal to or greater than one hundred percent. " 

Page 2, l i ne 1 2 , replace "is h i red after J uly 30, 201 3" with "elects to part icipate i n  the retirement 
plan under this chapter" 

Page 3, after l i ne 2, insert: 

"SECTION 1 3. AMENDMENT. Subsection 6 of section 54-52.6-02 of the North 
Dakota Century Code is amended and reenacted as fol lows : 

6. A partic ipati ng member who becomes a temporary employee may sti l l  
participate in  the defined contribution retirement plan upon fi l ing an 
election with the board within one hundred eighty days of transferring to 
tem porary employee status. The participating member may not become a 
member of the defined benefit plan as a temporary employee. The 
tem porary employee electing to participate in  the defined contribution 
reti rement plan shall pay monthly to the fund an amount equal to eight and 
twelve-hundredths percent times the temporary employee's present 
monthly salary. The amount requ ired to be paid by a temporary employee 
increases by two percent times the temporary employee's present month ly 
salary beginn ing with the month ly reporting period of January 20 1 2 , and 
with an additional i ncrease of two percent, beg inning with the monthly 
reporting period of January 201 3, and with an additional  increase of two 
percent, beginn ing with the month ly reporting period of January 20 14. The 
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temporary employee shal l  also pay the requ i red monthly contribution to the 
retiree health benefit fund establ ished under section 54-52 . 1 -03.2 .  This 
contribution must be recorded as a member contribution pursuant to 
section 54-52 . 1 -03.2 .  An employer may not pay the temporary employee's 
contributions. A temporary employee may continue to partic i pate as a 
temporary employee unti l  termination of employment or reclassification of 
the temporary employee as a permanent employee." 

Page 6, l ine 3, remove "At the time of h i re the" 

Page 6, replace l i nes 4 through 1 0  with "The board shall provide an opportunity for el igible 
employees who are new members of the public employees retirement system under 
chapter 54-52 to transfer to the defined contribution plan under this chapter pursuant to 
the rules and pol icies adopted by the board . "  

Page 6 ,  l ine 1 1 ,  rep lace "an e l igible employee to participate in" with "a member of the public 
employees retirement system under chapter 54-52 to transfer to" 

Page 6, l ine 1 2 , remove " In  the case of an el igible employee" 

Page 6, remove l ine 1 3  

Page 6, l ine 1 4 , replace "el igible employee transferring" with "For an ind ividual who elects to 
transfer" 

Page 6, l ine 1 6, remove "and" 

Page 6, l ine 22, remove "The board shal l  calculate the actuarial present value of the 
i nd ividua l's" 

Page 6, remove l ines 23 and 24 

Page 6, l ine 25, remove "retirement age. "  

Page 7 ,  remove l i nes  27 through 3 1  

Page 8 ,  replace l i nes 1 through 8 with: 

"SECTION 1 5. AMENDMENT. Section 54-52 .6-09 of the North Dakota Century 
Code is amended and reenacted as fol lows: 

54-52.6-09. Contri butions - Penalty. 

1 .  Each participating member shal l  contribute monthly four  percent of the 
monthly salary or wage paid to the participant, and this assessment must 
be deducted from the participant's salary in equal monthly i nsta l lments 
commencing with the first month of participation in the defined contribution 
retirement plan establ ished under this chapter. Participating member 
contributions increase by one percent of the monthly salary or wage paid 
to the partic ipant beginn ing with the monthly reporting period of 
January 201 2 , and with an additional increase of one percent, beginning 
with the reporting period of January 20 1 3, and with an addit ional increase 
of one percent. beginn ing with the month ly reporting period of January 
201 4 .  

2 .  The employer sha l l  contribute an amount equal to four and 
twelve-hundredths percent of the monthly salary or wage of a partici pating 
member. Employer contributions increase by one percent of the month ly 
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salary or wage of a participating member beginn ing with the monthly 
reporting period of January 201 2 , and with an additional increase of one 
percent, beg inning with the monthly reporting period of January 201 3, and 
with an additional increase of one percent, beginn ing with the month ly 
reporting period of January 201 4. If the employee's contribution is paid by 
the employer under subsection 3, the employer shall contribute, in 
addition, an amount equal to the requ i red employee's contribut ion.  The 
employer shal l  pay monthly such contribution i nto the participating 
member's account from its funds appropriated for payroll and salary or any 
other funds avai lable for such purposes. If the employer fai ls to pay the 
contributions monthly, it is subject to a civil penalty of fifty dol lars and, as 
i nterest, one percent of the amount due for each m onth of delay or fraction 
thereof after the payment became due. 

3 .  Each employer, at  its option , may pay the employee contributions requ ired 
by this section for a l l  compensation earned after December 3 1 , 1 999. The 
amount paid m ust be paid by the employer in l ieu of contributions by the 
employee. If the employer decides not to pay the contributions, the amount 
that would have been paid wi l l  contin ue to be deducted from the 
employee's compensation. If contributions are paid by the employer, they 
must be treated as employer contributions in determin ing tax treatment 
u nder this code and the federal I nternal Revenue Code. Contributions paid 
by the employer may not be included as gross i ncome of the employee in 
determin ing tax treatment under th is code and the federal I nternal 
Revenue Code until they are distributed or made avai lable.  The employer 
shal l  pay these employee contributions from the same source of funds 
used in  paying compensation to the employee. The employer shal l  pay 
these contributions by effecting an equal cash redu ction i n  the gross salary 
of the employee or by an offset against future salary increases or by a 
combination of a reduction in gross salary and offset against future salary 
increases. Employee contributions paid by the employer must be treated 
for the purposes of th is chapter in the same manner and to the same 
extent as employee contributions made before the date on which 
employee contributions were assumed by the employer. An employer shal l  
exercise its option under this subsection by reporti ng its choice to the 
board in writing .  

SECTION 1 6. LEGISLATIVE MANAGEM ENT STUDY - NORTH DAKOTA 
RETI R E M ENT PLANS. During the 201 3-1 4  interi m ,  the leg islative management shal l  
consider studying the feasibi l ity and desirabil ity of existing and possible state 
retirement p lans.  The study must include an analysis of both a defined benefit plan and 
a defined contribution plan with considerations and possible con sequences for 
transition ing to a state defined contribution plan . The study may not be conducted by 
the employee benefits programs committee. The legislative management shal l  report 
its findi ngs and recommendations, together with any legislation needed to implement 
the recom mendations, to the sixty-fourth legislative assembly. 

SECTION 1 7. APPROPRIATION. There is appropriated from special funds 
derived from publ ic employees retirement system income not otherwise appropriated, 
the sum of $22, 000, or so m uch of the sum as may be necessary, to the publ ic 
employees retirement system board for the purpose of implementing this Act, for the 
bienn ium beg inn ing J u ly 1 ,  20 1 3 , and ending J une 30, 20 1 5 . 
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SECTION 1 8. EFFECTIVE DATE. Sections 4, 1 2 , and 1 4  of this Act become 
effective on October 1 ,  201 3. 

SECTION 1 9. EXPIRATION DATE - SUSPENSION. Sections 4, 1 2 , and 14 of 
th is Act are effective through Ju ly 31 , 201 7, and after that date are ineffective. Section 
54-52.6-03 is suspended from October 1 ,  201 3 ,  through Ju ly  31 , 201 7 . Section 
54-52.6-03, as it existed on September 30, 201 3 , becomes effective on August 1 ,  
201 7."  

Renumber accordingly 
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