
19.0907.02000 FISCAL NOTE
Requested by Legislative Council

01/28/2019
Revised
Amendment to: Engrossed HB 1419

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
levels and appropriations anticipated under current law.

2017-2019 Biennium 2019-2021 Biennium 2021-2023 Biennium

General Fund Other Funds General Fund Other Funds General Fund Other Funds

Revenues $0 $0 $0 $0 $0 $0

Expenditures $0 $0 $0 $0 $0 $0

Appropriations $0 $0 $0 $0 $0 $0

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

2017-2019 Biennium 2019-2021 Biennium 2021-2023 Biennium

Counties $0 $0 $0

Cities $0 $0 $0

School Districts $0 $0 $0

Townships $0 $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 requires Legislative Management to consider conducting a study on the spectrum of public employee 
retirement options, including receipt of information from an unbiased, nonprofit third party regarding pension fund 
risk.

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 study required by this Bill would most likely require actuarial analyses of several options, each of which could 
cost between $10,000 and $15,000 depending on the complexity. The potential cost of the third party’s involvement 
is unknown.

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.

N/A

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 study required by this Bill would most likely require actuarial analyses of several options, each of which could 
cost between $10,000 and $15,000 depending on the complexity. The potential cost of the third party’s involvement 
is unknown.



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 or a part of the appropriation is included in the executive budget or relates to a continuing 
appropriation.

N/A

Name: Scott Miller

Agency: NDPERS

Telephone: 701-328-3901

Date Prepared: 01/30/2019



19.0907.02000 FISCAL NOTE
Requested by Legislative Council

01/28/2019

Amendment to: Engrossed HB 1419

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
levels and appropriations anticipated under current law.

2017-2019 Biennium 2019-2021 Biennium 2021-2023 Biennium

General Fund Other Funds General Fund Other Funds General Fund Other Funds

Revenues $0 $0 $0 $0 $0 $0

Expenditures $0 $0 $0 $0 $0 $0

Appropriations $0 $0 $0 $0 $0 $0

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

2017-2019 Biennium 2019-2021 Biennium 2021-2023 Biennium

Counties $0 $0 $0

Cities $0 $0 $0

School Districts $0 $0 $0

Townships $0 $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 requires Legislative Management to consider conducting a study on the spectrum of public employee 
retirement options, including receipt of information from an unbiased, nonprofit third party regarding pension fund 
risk.

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 study required by this Bill would most likely require actuarial analyses of several options, each of which could 
cost between $10,000 and $15,000 depending on the complexity. The potential cost of the third party’s involvement 
is unknown.

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.

N/A

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 study required by this Bill would most likely require actuarial analyses of several options, each of which could 
cost between $10,000 and $15,000 depending on the complexity. The potential cost of the third party’s involvement 
is unknown.



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 or a part of the appropriation is included in the executive budget or relates to a continuing 
appropriation.

N/A

Name: Scott Miller

Agency: NDPERS

Telephone: 701-328-3901

Date Prepared: 01/30/2019



2019-2021 NDPERS Retirement Main Plan

  

Department General Other Total

101 Office of the Governor $239,941.17 $0.00 $239,941.17

108 Office of the Secretary of State $272,083.05 $17,172.42 $289,255.47

110 Office of Management and Budget $1,177,785.56 $249,076.35 $1,426,861.92

112 Information Technology Department $650,587.93 $5,378,071.35 $6,028,659.28

117 Office of the State Auditor $615,319.92 $216,891.50 $832,211.42

120 Office of the State Treasurer $87,205.71 $0.00 $87,205.71

125 Office of the Attorney General $1,546,634.92 $516,143.72 $2,062,778.65

127 Office of the Sate Tax Commissioner $1,608,205.28 $0.00 $1,608,205.28

140 Office of Administrative Hearings $0.00 $83,145.34 $83,145.34

150 Legislative Assembly $0.00 $0.00 $0.00

160 Legislative Council $568,050.46 $0.00 $568,050.46

180 Judicial Branch $3,802,567.42 $89,369.81 $3,891,937.23

188 Legal Counsel of Indigents $481,977.06 $13,622.61 $495,599.67

190 Retirement and Investment Office $0.00 $330,620.87 $330,620.87

192 Public Employees Retirement System $0.00 $384,323.00 $384,323.00

201 Department of Public Instruction $381,550.21 $747,435.64 $1,128,985.85

215 ND University System $1,529,144.31 $738,941.43 $2,268,085.74

226 Department of Trust Lands $0.00 $367,974.75 $367,974.75

227 Bismarck State College $366,052.81 $486,108.98 $852,161.79

228 Lake Region State College $160,301.27 $184,192.38 $344,493.65

229 Willliston State College $108,068.69 $150,342.98 $258,411.67

230 University of North Dakota $1,884,098.58 $5,327,105.71 $7,211,204.29

232 UND Medical Center $3,056,844.46 $4,787,353.66 $7,844,198.12

235 North Dakota State University $1,358,419.23 $3,532,405.94 $4,890,825.17

238 ND State College of Science $506,520.22 $494,143.90 $1,000,664.12

239 Dickinson State University $244,548.38 $256,800.21 $501,348.60

240 Mayville State University $219,022.74 $331,994.47 $551,017.21

241 Minot State University $369,287.69 $449,303.16 $818,590.85

242 Valley City State University $203,557.87 $145,498.22 $349,056.08

243 Dakota College Bottineau $85,852.71 $70,955.13 $156,807.83

244 ND Forest Service $267,544.22 $0.00 $267,544.22

250 State Library $210,160.45 $25,931.78 $236,092.23

252 School for the Deaf $404,583.32 $23,518.04 $428,101.37

253 N.D. Vision Services $276,035.09 $10,279.51 $286,314.60

270 Dept of Career and Technical Ed $631,313.55 $0.98 $631,314.53

301 North Dakota Department of Health $1,134,558.14 $1,208,030.89 $2,342,589.03

303 Department of Environmental Quality $626,447.17 $1,213,614.37 $1,840,061.54

313 Veterans Home $958,441.88 $44,713.29 $1,003,155.17

316 Indian Affairs Commission $54,298.13 $0.00 $54,298.13

321 Department of Veterans Affairs $62,828.98 $13,055.11 $75,884.09

325 Department of Human Services $11,860,814.37 $9,450,695.23 $21,311,509.59

360 Protection and Advocacy Project $363,612.67 $0.00 $363,612.67

380 Job Service North Dakota $2,893.86 $1,583,143.48 $1,586,037.34

401 Office of the Insurance Commissioner $0.00 $525,341.83 $525,341.83

405 Industrial Commission $1,368,961.01 $86,555.46 $1,455,516.47

406 Office of the Labor Commissioner $156,301.28 $0.00 $156,301.28

408 Public Service Commission $363,513.51 $240,505.26 $604,018.78

412 Aeronautics Commission $0.00 $98,932.78 $98,932.78

413 Department of Financial Institutions $0.00 $464,597.31 $464,597.31

414 Office of the Securities Commissioner $140,967.05 $0.00 $140,967.05

471 Bank of North Dakota $0.00 $2,308,630.32 $2,308,630.32

473 North Dakota Housing Finance Agency $0.00 $540,823.44 $540,823.44

475 North Dakota Mill & Elevator Association $0.00 $2,523,928.64 $2,523,928.64

485 Workforce Safety & Insurance $0.00 $2,846,532.70 $2,846,532.70

504 Highway Patrol $511,732.92 $171,497.40 $683,230.31

530 Department of Corrections and Rehabilitation $8,960,434.21 $442,632.07 $9,403,066.28

540 Adjutant General $855,732.34 $1,308,005.38 $2,163,737.72

601 Department of Commerce $670,293.41 $183,489.95 $853,783.36

602 Department of Agriculture $407,749.91 $346,681.36 $754,431.27

627 Upper Great Plains Transportation Institute $64,709.57 $113,938.55 $178,648.12

628 Branch Research Centers $319,063.62 $120,228.30 $439,291.92

630 NDSU Extension Service $301,551.88 $264,544.69 $566,096.57

638 Northern Crops Institute $12,329.78 $5,192.14 $17,521.92

640 NDSU Main Research Center $344,886.77 $215,498.18 $560,384.94

649 Agronomy Seed Farm $0.00 $34,078.13 $34,078.13

670 Racing Commission $24,184.98 $2,029.49 $26,214.47  

701 State Historical Society $732,097.45 $60,607.42 $792,704.86

709 Council on the Arts $59,823.75 $0.98 $59,824.72

720 Game & Fish Department $0.00 $2,044,141.16 $2,044,141.16

750 Department of Parks & Recreation $673,574.41 $38,394.51 $711,968.91

770 State Water Commission $0.00 $1,205,004.12 $1,205,004.12

801 Department Of Transportation $0.00 $11,473,255.47 $11,473,255.47

 

State Total $54,345,067.33 $66,587,043.24 $120,932,110.57

19-21 Funding Adjustments

12.22%



19.0907.01000 FISCAL NOTE
Requested by Legislative Council

01/14/2019

Bill/Resolution No.: HB 1419

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
levels and appropriations anticipated under current law.

2017-2019 Biennium 2019-2021 Biennium 2021-2023 Biennium

General Fund Other Funds General Fund Other Funds General Fund Other Funds

Revenues $0 $0 $0 $0 $0 $0

Expenditures $0 $0 $54,345,067 $106,893,335 $54,345,067 $106,883,335

Appropriations $0 $0 $54,345,067 $106,853,335 $54,345,067 $106,853,335

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

2017-2019 Biennium 2019-2021 Biennium 2021-2023 Biennium

Counties $0 $45,385,499 $45,385,499

Cities $0 $27,625,574 $27,625,574

School Districts $0 $53,397,692 $53,397,692

Townships $0 $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 closes the defined benefit retirement plan in 2025; provides for an estimate of accumulated value transfer to 
the defined contribution plan; provides a $20M annual transfer from the strategic investment and improvements 
fund.

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 bill provides a $20M annual transfer from the strategic investment and improvements fund.
Funding includes 2 full-time temporary positions to provide transfer calculations for members and actuarial fees to 
run estimates. Retirement consultant GRS estimates a contribution increase of 12.22% is needed to fund the 
defined benefit retirement plan.

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.

N/A

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 bill provides a $20M annual transfer from the strategic investment and improvements fund.
Funding includes 2 full-time temporary positions to provide transfer calculations for members and actuarial fees to 
run estimates. Expenditures are $306,292 in 2019-2021 and $296,292 in 2021-2013. Retirement consultant GRS 
estimates a contribution increase of 12.22% is needed to fund the defined benefit retirement plan.



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 or a part of the appropriation is included in the executive budget or relates to a continuing 
appropriation.

The bill provides a $20M annual transfer from the strategic investment and improvements fund.
Funding includes 2 full-time temporary positions to provide transfer calculations for members. Appropriations are 
$266,292 in 2019-2021 and $266,292 in 2021-2023. 
Retirement consultant GRS estimates a contribution increase of 12.22% is needed to fund the defined benefit 
retirement plan. Attached is the agency cost for the main system contribution increase. 

The provisions of this bill are not in the executive budget.

Name: Bryan Reinhardt

Agency: NDPERS

Telephone: 701-328-3919

Date Prepared: 01/20/2019



2019-2021 NDPERS Retirement Main Plan

  

Department General Other Total

101 Office of the Governor $239,941.17 $0.00 $239,941.17

108 Office of the Secretary of State $272,083.05 $17,172.42 $289,255.47

110 Office of Management and Budget $1,177,785.56 $249,076.35 $1,426,861.92

112 Information Technology Department $650,587.93 $5,378,071.35 $6,028,659.28

117 Office of the State Auditor $615,319.92 $216,891.50 $832,211.42

120 Office of the State Treasurer $87,205.71 $0.00 $87,205.71

125 Office of the Attorney General $1,546,634.92 $516,143.72 $2,062,778.65

127 Office of the Sate Tax Commissioner $1,608,205.28 $0.00 $1,608,205.28

140 Office of Administrative Hearings $0.00 $83,145.34 $83,145.34

150 Legislative Assembly $0.00 $0.00 $0.00

160 Legislative Council $568,050.46 $0.00 $568,050.46

180 Judicial Branch $3,802,567.42 $89,369.81 $3,891,937.23

188 Legal Counsel of Indigents $481,977.06 $13,622.61 $495,599.67

190 Retirement and Investment Office $0.00 $330,620.87 $330,620.87

192 Public Employees Retirement System $0.00 $384,323.00 $384,323.00

201 Department of Public Instruction $381,550.21 $747,435.64 $1,128,985.85

215 ND University System $1,529,144.31 $738,941.43 $2,268,085.74

226 Department of Trust Lands $0.00 $367,974.75 $367,974.75

227 Bismarck State College $366,052.81 $486,108.98 $852,161.79

228 Lake Region State College $160,301.27 $184,192.38 $344,493.65

229 Willliston State College $108,068.69 $150,342.98 $258,411.67

230 University of North Dakota $1,884,098.58 $5,327,105.71 $7,211,204.29

232 UND Medical Center $3,056,844.46 $4,787,353.66 $7,844,198.12

235 North Dakota State University $1,358,419.23 $3,532,405.94 $4,890,825.17

238 ND State College of Science $506,520.22 $494,143.90 $1,000,664.12

239 Dickinson State University $244,548.38 $256,800.21 $501,348.60

240 Mayville State University $219,022.74 $331,994.47 $551,017.21

241 Minot State University $369,287.69 $449,303.16 $818,590.85

242 Valley City State University $203,557.87 $145,498.22 $349,056.08

243 Dakota College Bottineau $85,852.71 $70,955.13 $156,807.83

244 ND Forest Service $267,544.22 $0.00 $267,544.22

250 State Library $210,160.45 $25,931.78 $236,092.23

252 School for the Deaf $404,583.32 $23,518.04 $428,101.37

253 N.D. Vision Services $276,035.09 $10,279.51 $286,314.60

270 Dept of Career and Technical Ed $631,313.55 $0.98 $631,314.53

301 North Dakota Department of Health $1,134,558.14 $1,208,030.89 $2,342,589.03

303 Department of Environmental Quality $626,447.17 $1,213,614.37 $1,840,061.54

313 Veterans Home $958,441.88 $44,713.29 $1,003,155.17

316 Indian Affairs Commission $54,298.13 $0.00 $54,298.13

321 Department of Veterans Affairs $62,828.98 $13,055.11 $75,884.09

325 Department of Human Services $11,860,814.37 $9,450,695.23 $21,311,509.59

360 Protection and Advocacy Project $363,612.67 $0.00 $363,612.67

380 Job Service North Dakota $2,893.86 $1,583,143.48 $1,586,037.34

401 Office of the Insurance Commissioner $0.00 $525,341.83 $525,341.83

405 Industrial Commission $1,368,961.01 $86,555.46 $1,455,516.47

406 Office of the Labor Commissioner $156,301.28 $0.00 $156,301.28

408 Public Service Commission $363,513.51 $240,505.26 $604,018.78

412 Aeronautics Commission $0.00 $98,932.78 $98,932.78

413 Department of Financial Institutions $0.00 $464,597.31 $464,597.31

414 Office of the Securities Commissioner $140,967.05 $0.00 $140,967.05

471 Bank of North Dakota $0.00 $2,308,630.32 $2,308,630.32

473 North Dakota Housing Finance Agency $0.00 $540,823.44 $540,823.44

475 North Dakota Mill & Elevator Association $0.00 $2,523,928.64 $2,523,928.64

485 Workforce Safety & Insurance $0.00 $2,846,532.70 $2,846,532.70

504 Highway Patrol $511,732.92 $171,497.40 $683,230.31

530 Department of Corrections and Rehabilitation $8,960,434.21 $442,632.07 $9,403,066.28

540 Adjutant General $855,732.34 $1,308,005.38 $2,163,737.72

601 Department of Commerce $670,293.41 $183,489.95 $853,783.36

602 Department of Agriculture $407,749.91 $346,681.36 $754,431.27

627 Upper Great Plains Transportation Institute $64,709.57 $113,938.55 $178,648.12

628 Branch Research Centers $319,063.62 $120,228.30 $439,291.92

630 NDSU Extension Service $301,551.88 $264,544.69 $566,096.57

638 Northern Crops Institute $12,329.78 $5,192.14 $17,521.92

640 NDSU Main Research Center $344,886.77 $215,498.18 $560,384.94

649 Agronomy Seed Farm $0.00 $34,078.13 $34,078.13

670 Racing Commission $24,184.98 $2,029.49 $26,214.47  

701 State Historical Society $732,097.45 $60,607.42 $792,704.86

709 Council on the Arts $59,823.75 $0.98 $59,824.72

720 Game & Fish Department $0.00 $2,044,141.16 $2,044,141.16

750 Department of Parks & Recreation $673,574.41 $38,394.51 $711,968.91

770 State Water Commission $0.00 $1,205,004.12 $1,205,004.12

801 Department Of Transportation $0.00 $11,473,255.47 $11,473,255.47

 

State Total $54,345,067.33 $66,587,043.24 $120,932,110.57

19-21 Funding Adjustments

12.22%



2019 HOUSE GOVERNMENT AND VETERANS AFFAIRS 
 

HB 1419 

  



2019 HOUSE STANDING COMMITTEE MINUTES 

Government and Veterans Affairs Committee 
Fort Union Room, State Capitol 

HB 1419 
1/24/2019 

31444 
 

☐ Subcommittee 

☐ Conference Committee 

 

      Committee Clerk Signature Carmen Hart   Typed by Elaine Stromme 

 

Explanation or reason for introduction of bill/resolution: 

 
Relating to transfers from the strategic investment and improvements fund and membership 
in the public employee defined contribution retirement plan; relating to closure of the public 
employee defined benefit retirement plan for state employees and participation in the defined 
contribution retirement plan; relating to the retirement fund one hundred percent trigger; to 
provide for a legislative management study; to provide for an estimate of accumulated value 
transfer; to provide an effective date; and to provide a contingent expiration date 
 

Minutes:                                                 Testimony : 1- 7 

 
Chairman Kasper opened the hearing on HB 1419. 
 
Vice Chair Steiner: End 3:12 (Testimony # 1) 
 
Representative Johnson: I would like to ask a question about vesting, typically private 
industry vesting is 7 years at100%. If a person transfers to a different company, they only get 
the percentage that they actually invested in not the full amount of their contribution. Are you 
going to let employees take 100% of their contributions with them?  
 
Vice Chair Steiner: The money they put in is what they take with them. Younger people are 
going through several jobs to encourage their talent to come to this state I was hoping that 
we could let them come and go, they could come for 3 years and then maybe in 3 years they 
could come back again. They could leave their money in and then come back and get it at 
some point if they decide they want options. We are trying to attract young people.  
 
Jennifer Clark, Legislative Council, appeared in a neutral position.  Helped in the drafting of 
this bill.  The intent was to have the defined benefit contribution closed in January of 2025.  
Up until 2025 the state employees would have two options. I think there is a drafting error in 
the term “eligible employee” On page 2 line 9. It would lead you to believe we are not closing 
that plan to political subs. Clearly there is two ways to read this and it needs to be changed.  
$40 million per biennium. On section one of your bill, Non biased study Removes existing 
triggers.  When reaches 100%. The Employee Benefits Committee will be meeting at 4:00 
today.  Forward that to you. 
 



House Government and Veterans Affairs Committee  
HB 1419 
1/24/19 
Page 2  
   

Rep. Schauer:  When is the retirement plan projected to reach 100%? 
 
Jennifer Clark: Today we are not on a trajectory to meet 100%. They have a legislative 
package in, and any one of those on their own would change the trajectory and would get us 
100% each at different times, if any combination or all of those were passed. It would get us 
there sooner.  
 
Representative Steiner: So explain the triggers again and how they sit today. 
 
Jennifer Clark; My understanding is that the trigger is set at 100% right now, so if we hit 
100% our employee and employer contributions decrease.  
 
Representative Steiner: How much for each side? Equally or they decrease or do they 
completely go away for the employee and they stay with the state or how does that work? 
 
Jennifer Clark: We don’t go to oral contribution we go to pre-increase. I know we have 
individuals here from PERS that will tell you those numbers.   
 
Chairman Kasper:  Opposition? 
 
Scott Miller, Executive Director of the North Dakota Public Employees Retirement System 
(NDPERS) appeared in opposition. (Testimony # 2) 15:21-18:11 
 
Vice Chair Steiner: We are separate from them? 
 
Mr. Miller: They are joining our plan.  
 
Chairman Kasper: Are all the employees that are not in the state of ND in this plan? Are we 
guaranteeing their benefits through the plan? Or do their individual contributions guarantee 
their benefits? Are their assets separate or are they all lumped together?    
 
Mr. Miller: They are all in one single trust. They are altogether.  
 
Chairman Kasper:  What city is in the plan? 
 
Mr. Miller:  Fargo 
the city of  
Chairman Kasper: If Fargo said they were going to leave the plan; how much money do 
they get? How do you calculate that?  
 
Mr. Miller: They have to give us 60 days’ notice, then we calculate what their exit liability will 
be. So that is a fairly expensive calculation, it would cost a lot of money for a study. 
 
Chairman Kasper: Explain the hybrid plan please. 
 
Mr. Miller: The hybrid plan; People that leave have 3 options, to take their money out, 
Leave it in there if they are vested and take a retirement benefit when they reach they reach 
the normal retirement age, or if they are at a retirement age they can take a retirement packet.  



House Government and Veterans Affairs Committee  
HB 1419 
1/24/19 
Page 3  
   

The benefit for participating in that is that there is more retirement savings and we also 
guarantee a 7.25 % interest rate for all the money that’s in the plan. employer contribution, 
so they take the employee contribution plus up to 4% of the employer contribution with a 
guaranteed interest rate.  
 
Rep. B. Koppelman: Where you pointed out on Page 2, Line 29 where it talked about an 
employee of the political subcommittee is not an eligible employee. Do the political subs 
continue to have an upside liability that they have to make up and fill the hole if they are going 
to participate in a plan like this?  
 
Mr. Miller: Right now we are about 72% funded. We are about 1.1 billion dollars short of the 
money that we would need to pay all of the liabilities that have occurred to this point. We are 
never projected to get to 100% funding. We would become insolvent by 2052 worst case 
2048. Without this bill be will become insolvent in 2106. 108 now in defined contribution plan 
continued on with (testimony # 2) (26:52-50:30) 
 
Rep. Louser:  The way the bill is written and going insolvent in 2018 is that taking into 
consideration the $20 million per year up to that point or are you saying it does not take into 
consideration the 40-year biennium?  
 
Mr. Miller: That includes receipt of 20 million dollars basically into the indefinite future since 
the 20 million doesn’t get shut off until we are 100% funded and we never become 100% 
funded we will continue taking that 20 million.  Continued on with (Testimony # 2) (51:12-
1:00) 
 
Vice Chair Steiner: What year do you use for your mortality tables?  
 
Mr. Miller: Right now it is the 2000 mortality tables that’s adjusted. Three years ago we did 
our last study and they felt that 2020 fit best with an adjustment. We also have a mortality 
improvement scale that is built into our mortality table. We have a new mortality table just for 
public employees, generally public employees live longer than anyone else.  
 
Rep. B. Koppelman:  What needs to be done with our current plan to avoid catastrophe 
short of a government bailout? 
 
Mr. Miller: It is very difficult to do this, we have three new funding proposals; retiree health 
credit for new employees, 2108 reduce multiplier down to 1.75%, The 4th year recovery 
funding program. If that bill would pass it would get us back to full recovery by 2057.  
 
Rep. Louser: How does that compare to TFFR? 
 
Lisa Feldner: So the employee their TFFR is 11.75%, and the employer under TFFR is 
12.75% is what they contribute.  
 
Chairman Kasper: So you are introducing a bill that will take care of this? 
 
Mr. Miller: Yes, that is correct.  
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Nick Archuleta, President of North Dakota United, appeared in opposition.  (Testimony # 3) 
1:09-1:12 
 
Joe Gaa: Dickinson City Auditor, appeared in opposition.  City just joined the PERS defined 
benefit plan. We have a workforce shortage. I made sure that we were switching over to the 
defined benefit plan before I took this job.  1:16 
 
Chairman Kasper:  Didn’t you know that our benefit plan was in the hole? 
 
Mr. Gaa:  I didn’t, but didn’t surprise me. 
 
Rep. B. Koppelman: Do you think the Local political subs would or are able to shell out their 
portion in liability in cash to address this shortfall or do you think another solution is going to 
be required?  
 
Mr. Gaa:  I would think other solutions are going to be required. I don’t believe, in Iowa, there 
were infusions of cash from the state. It was done a lot by changing policies in vesting 
contribution rates. It was policy and procedure differences rather than a large infusion of 
cash. 
 
Kevin Ternes: Minot City Assessor, appeared in opposition.  Refer to (Testimony # 4) by 
Tom Barry, Minot City Manager and Lisa Jundt, Minot Human Resources Director 1:20-1:22 
 
Jan Murtha: Dickinson City Attorney, appeared in opposition.  (Testimony # 5).  1:23-1:28  
 
Chairman Kasper: Did you know what you were getting into? 
 
Jan Murtha:  I knew. It is not unique across the country. 
 
Rep. B. Koppelman:  Would you be able to write those checks. 
 
Jan Murtha: No. That would be an increase in contributions. 
 
(Testimonies # 6 & 7 were handed in with no oral testimony.) 
 
Closed the hearing on HB1419 
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HB 1419 
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☐ Subcommittee 

☐ Conference Committee 

 

      Committee Clerk Signature:  Carmen Hart   Typed by: Elaine Stromme 

 

Explanation or reason for introduction of bill/resolution: 

 
Relating to transfers from the strategic investment and improvements fund and membership 
in the public employee defined contribution retirement plan; relating to closure of the public 
employee defined benefit retirement plan for state employees and participation in the defined 
contribution retirement plan; relating to the retirement fund one hundred percent trigger; to 
provide for a legislative management study; to provide for an estimate of accumulated value 
transfer; to provide an effective date; and to provide a contingent expiration date 
 

Minutes:                                                  

 
Chairman Kasper opened the hearing on HB 1419. 
 
Representative Steiner : Moved to adopt the Hog house amendment 
 
Representative Rohr: Seconded 
 
Voice Vote amendment passes 
 
Representative Rohr: Made the Motion to Do Pass as Amended 
 
Representative Steiner: Seconded 
 
A Roll Call Vote was taken; Yes -14   No – 0   Absent  - 0 
 
Do Pass as Amended Carries.  
 
Representative Steiner will carry HB1419  
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Adopted by the Government and Veterans 
Affairs Committee 

January 25, 2019 

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1419 

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to provide for a 
legislative management study considering the spectrum of public employee retirement 
options. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. LEGISLATIVE MANAGEMENT STUDY - PUBLIC EMPLOYEES 
RETIREMENT FUND. During the 2019-20 interim, the legislative management shall 
consider studying the spectrum of public employee retirement fund options, including a 
defined benefit plan, hybrid plan, and defined contribution plan. The study must include 
receipt of information from an unbiased, nonprofit third party regarding pension fund 
risk. The legislative management shall report its findings and recommendations, 
together with any legislation necessary to implement the recommendations, to the 
sixty-seventh legislative assembly." 

Renumber accordingly 

Page No. 1 19.0907.01001 
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Com Standing Committee Report 
January 28, 2019 8:05AM 

Module ID: h_stcomrep_ 16_004 
Carrier: Steiner 

Insert LC: 19.0907.01001 Title: 02000 

REPORT OF STANDING COMMITTEE 
HB 1419: Government and Veterans Affairs Committee (Rep. Kasper, Chairman) 

recommends AMENDMENTS AS FOLLOWS and when so amended, recommends 
DO PASS (14 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). HB 1419 was placed 
on the Sixth order on the calendar. 

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to provide for a 
legislative management study considering the spectrum of public employee 
retirement options. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. LEGISLATIVE MANAGEMENT STUDY - PUBLIC EMPLOYEES 
RETIREMENT FUND. During the 2019-20 interim, the legislative management shall 
consider studying the spectrum of public employee retirement fund options, including 
a defined benefit plan, hybrid plan, and defined contribution plan. The study must 
include receipt of information from an unbiased, nonprofit third party regarding 
pension fund risk. The legislative management shall report its findings and 
recommendations, together with any legislation necessary to implement the 
recommendations, to the sixty-seventh legislative assembly." 

Renumber accordingly 
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2019 SENATE STANDING COMMITTEE MINUTES 

Government and Veterans Affairs Committee 
Sheyenne River Room, State Capitol 

HB1419 
3/21/2019 
# 34129 

 

☐ Subcommittee 

☐ Conference Committee 

 

      Committee Clerk: Pam Dever 

 

Explanation or reason for introduction of bill/resolution: 

 
To provide for a legislative management study considering the spectrum of public employee 
retirement options.  
 

Minutes:                                                  Att # 1- Scott Miller 

 
Chairman Davison: Let’s open hearing for HB1419. Any here in support? Any agencies? 
 
Scott Miller. Ex. Director N.D. PERS:  I am here to provide neutral testimony. (see att #1) 
We are just here to help. (2.26) Any questions? 
 
Chairman Davison: Within any study, there is an overall fiscal note.  
 
Sen. Kristin Roers: Do you feel you are not able to do this without the study or have you 
adequately studies the options as part of your regular daily job? (3.30) 
 
Scott: It is not our mission to do a study of the different options. The original language of this 
bill would have closed the defined benefit plan for new hires and had everyone going to 
defined contribution plan. It is very expensive to do that. (4.50) 
 
Chairman Davison: Any opposition? Hearing is closed. (5.14) 
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Government and Veterans Affairs Committee 
Sheyenne River Room, State Capitol 

HB1419 
3/21/2019 
# 34132 

 

☐ Subcommittee 

☐ Conference Committee 

 

      Committee Clerk: Pam Dever 

 

Explanation or reason for introduction of bill/resolution: 

 
To provide for a legislative management study considering the spectrum of public employee 
retirement options. 
 

Minutes:                                                   

 
Chairman Davison: We hear this bill every year. We discuss and go into depth every 
session. I did a lot of work on this in 2015.  
 
Sen. Erin Oban: I move a DO NOT PASS.     Sen. Kristin Roers: I second. 
 
Chairman Davison: Discussion?  Call roll:  YES  --  6    NO  --  1     -0-absent 
The DO NOT PASS – passed.                      Chairman Davison will carry the bill. 
 
Done  
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Com Standing Committee Report 
March 21, 2019 3:51PM 

Module ID: s_stcomrep_50_016 
Carrier: Davison 

REPORT OF STANDING COMMITTEE 
HB 1419, as engrossed: Government and Veterans Affairs Committee (Sen. Davison, 

Chairman) recommends DO NOT PASS (6 YEAS, 1 NAYS, 0 ABSENT AND NOT 
VOTING). Engrossed HB 1419 was placed on the Fourteenth order on the calendar. 
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2019 TESTIMONY 

HB 1419 



GVA 

Chairman Jim Kasper 

Thank you Mr. Chairman Kasper. Members of the GVA committee. Vicky Steiner, District 37, Dickinson. 

House Bill 1419 deals with the Public Employees Retirement System or PERS. It exempts highway patrol, 

judges and other special groups including political subdivisions. 

The PERS plan has seen an a growing unfunded liability since 2003. 

As you may know, we have a Defined Benefit retirement plan for our PERS system. In our plan, we don't 

have enough money today to pay all our commitments to these employees. The fancy term for that is 

"unfunded liability" We don't have 100% of the money we need to meet our obligation. Some will say 

but we don't have to pay it all out today. That's true. We are hoping that the stock market will return at 

least 7.75% rate of return over the next 40 years on the investments and our PERS will be at 80% 

funded. We are underwater and we need to being addressing this issue. If we don't, the gap could grow 

into multi billions. I don't think our residents want us to drain the Legacy Fund in the future. 

The hardship for our taxpayers is they are always responsible when the market falls. None of the 

responsibility is shared with our retirees. 

So, this bill recognizes we need to infuse cash but to do that, we need to get out of this type of 

retirement and go to a defined contribution plan. 

The governor's plan puts in $240 million, over 18 years and goes over 100% funding. We still have 100% 

risk on the taxpayer in his plan. That's not acceptable in my opinion. The risk is still on the taxpayer. 

I've been told that there has been some confusion between what the bills does, and how the PERS office 

interpreted the bill. 

The experts are here to describe the bill but I'll tell you what I asked for. 

I asked to remove the vesting requirement for new employees. Young people want portability. 

I asked to end the Defined Benefit program in 2024. 

I asked that the triggers at 90 or 95% funding be removed. I don't have the history but our staff does on 

the triggers. 

The fiscal note is daunting but hopefully we can study this at least if the bill doesn't survive. 

Thank you for your consideration of this concept. 



TESTIMONY OF SCOTT MILLER 

House Bill 1419 - Closure of the Hybrid/Defined 

Benefit Plan 

Good afternoon, my name is Scott Miller. I am the Executive Director of the North 

Dakota Public Employees Retirement System (NDPERS). I appear as the Board's 

representative today to provide testimony in opposition to House Bill 1419. 

House Bill 1419 closes the PERS Hybrid/Defined Benefit Plan (Hybrid Plan) to all new 

employees who begin employment after December 31, 2024. After that date, all new 

state employees must participate in the Defined Contribution (DC) plan. It gives current 

Hybrid Plan employees the opportunity to elect to transfer to the DC plan between July 

1, 2020 and December 30, 2024. The Bill requires NDPERS to provide those individuals 

with an estimate of the amount that would be available to transfer, and to make that 

transfer if elected. House Bill 1419 also provides for an annual $20 million transfer from 

the Strategic Investment and Improvements Fund (SIIF) to the PERS Hybrid Plan 

beginning January 1, 2020. 

Our review of House Bill 1419 resulted in a number of considerations, which I will 

address section by section below. 

Section 1 - SIIF Transfer. No questions. 

Section 2 - Defined Benefit Plan Definition Amendments. 

Page 2, line 9 begins the amendment to the definition of "eligible employee". Line 29 

provides that an "employee of a political subdivision" is not included in the definition of 

"eligible employee". As a result, we interpreted the Bill as closing the Hybrid Plan for 

both the State and Political Subdivisions, and that is how we had our actuary analyze 

the Bill. I have since learned that that was not the intent, and that the intent was to not 

change anything for Political Subdivisions. I have spoken with Legislative Council staff 

on possible amendments to reflect that intent, including adding them back into the 

definition of "eligible employee", and removing them from the list of ineligible 

employees. 

Section 3 - Newly elected and appointed state officials. No questions. 

Section 4 - Temporary employee membership. No questions. 

Section 5 - Defined Contribution Plan Definition Amendments. 

Page 1 of 7 
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Note that Political Subdivision employees are also ineligible to participate in the DC 

plan. (Page 6, line 26) 

Section 6 - Defined Contribution Plan Election. 

The amendments to section 54-52.6-02(1) provide an opportunity for Hybrid Plan 

members to elect to transfer to the DC plan. They have the opportunity to do so from 

July 1, 2020 through December 30, 2024. We question why that date is the 30th, and not 

the 31st - the 31st is also a weekday. 

New hires after July 1, 2020 would also have the opportunity to transfer during that 

period. However, for employees hired between July 1, 2019 and June 30, 2020, the 

soonest they could transfer to the DC Plan would be after July 1, 2020, unless they 

were otherwise eligible for the DC plan. 

There is also a semicolon on page 8, line 11, that we suggest removing. 

Allowing a four and a half year window for Hybrid Plan members to elect to transfer to 

the DC plan could have a number of implications. First, a member could request 

numerous transfer estimates, which could take up significant staff time. Note we have 

requested two full-time temporary positions to help us with the transfer calculations and 

other administrative work necessary for this bill. 

Second, an extended election period like this may result in eligible employees not taking 

action. Since they have so long to choose, they may put it off, and fail to do so by the 

deadline. 

Third, in previous elections, all the funds were transferred at one time. This extended 

election period appears to mean that funds would be transferred over the course of that 

period, but we are not sure what an appropriate timeframe would be. Your guidance 

would be helpful. 

On page 8, lines 20-24, the Bill removes the Board's authority to extend an individual's 

election period if the Board determines that they did not get notice or other necessary 

information. Given the large number of individuals to whom this bill would apply, it is 

possible there may be miscommunications. This amendment removes the Board's 

authority to correct any oversight. We would recommend allowing the Board the 

continued authority to do so. 

Section 7 - DC Plan Membership. 

Page 2 of 7 
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On page 12, line 12, we suggest replacing "public employees retirement system", which 

commonly refers to the Hybrid Plan, with "defined contribution retirement plan". 

Section 8 - Transfer of Fund Balances. 

Section 8 provides the method for determining the transfer amount as being the higher 

of the actuarial present value of the member's accrued benefit, or the actual employee 

and employer contributions plus interest. Determining the contribution plus interest 

amount method is a very time intensive effort since the information needed to determine 

compounded interest on the employer contributions is not stored in the NDPERS 

business system. Therefore, a manual calculation needs to be made for each member. 

In 1999 this calculation was done for about 600 members and we hired three temporary 

staff to assist. However, under this bill, the calculation would be for many times that 

number. We have added two full-time temporary positions to the fiscal note for this work 

effort. We anticipate that we would need these positions for the 19-21, 21-23 and 23-25 

biennium, due to the extended election period. The fiscal note also includes estimated 

costs for actuarial services to calculate the actuarial present value of the member's 

accrued benefit. 

Pursuant to the bill we would only be determining the transfer amount after an election 

is made. Therefore we would not be able to transfer funds to the DC plan until this 

analysis is completed, which could be after the election period, depending on when the 

elections are received, how many are received and staffing. Without additional staffing it 

is uncertain when this could be completed but it would certainly be more than 12-18 

months. This means that people who made the election to transfer would need to wait a 

long period of time for it to occur. We expect this would become an issue that would 

frustrate many members. Also, since there would be a long delay, and if the investment 

environment was positive, it could expose the plan/state to lawsuits for lost earnings. 

Further guidance and funding is needed for this section. 

Another issue with the transfer methodology is that every transfer by an employee who 

receives the full actuarial present value of their benefits will result in an actuarial loss to 

the system. Currently we are only 72% funded - that is, we only have assets to fund 

72% of the benefits promised. This transfer methodology requires the fund to transfer 

100% of the benefit - 28% more than is currently funded. That will cause a loss that the 

State and political subdivisions will have to make up. 

Another important note is that the forced liquidation of investment assets to fund these 

transfer amounts may decrease our returns and affect our asset allocation. 

Finally, page 12, line 28-29 provides that interest on the actuarial present value will be 

paid from January 1, 2001 until the date of transfer. This would not be accurate for 

calculation transfers under this bill and we would suggest that this date be removed. 

Page 3 of 7 
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Section 10 - Repeal. No questions. 

Section 11 - Legislative Management Study. 
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Legislative Management commissioned an independent study in 2014 to study the 

actuarial costs of closing the Hybrid Plan to new employees. That study did not analyze 

other retirement plan options, to my knowledge. 

We also performed a study before the 1999 session, which explored expanding 

portability within the Defined Benefit Plan. That study resulted in the Legislative 

Assembly adopting the Portability Enhancement Provision, or "PEP". PEP modified the 

Defined Benefit Plan into a Hybrid Plan by allowing members to vest in part of the 

employer contribution if they contributed to the 457 deferred compensation plan. 

That same session, the Legislative Assembly created the DC Plan, which we continue 

to operate today. 

Section 12 - Transfer Estimate. 

The stated period of between January 1, 2020 and June 30, 2021 is not consistent with 

the election period provided in Section 6, which extends to December 30, 2024. 

It is clear that PERS would only provide members an estimate of the actuarial value of 

the transfer amount. However, members would get the higher of the actuarial value or 

the contributions plus interest, as noted above. Pursuant to this section, we would not 

be providing members with information on what they would actually be getting, which 

will be frustrating to many. Based upon the two previous opportunities for employees to 

transfer into the DC plan, 61 % of the eligible members in 1999 had a transfer amount 

greater than the actuarial value, and in 2001 66% did. Consequently, many members 

will need to consider an election without knowing the exact value of what they could get. 

We expect some members may be dissatisfied without having a full disclosure and 

could subsequently argue they would have made a different decision if they had been 

fully informed. 

There is also a concern that for employees hired between July 2019 and December 

2024, the actuarial value estimate would not be a clear representation of what they 

would be eligible to transfer. This could be remedied in Section 8, page 13, lines 5 and 

6 by reinstating language that requires the transfer amount to be the actual 

contributions and interest for new hires. 
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Administrative Cost Considerations: 

The bill will have an impact on the administrative resources needed for both the Hybrid 

Plan and the DC Plan because it would add a relatively large number of new members 

to the DC Plan. Administrative expenses for the DC plan are primarily funded from an 

administrative fee that is charged against the participant's account balance and also 

from forfeitures. With the change in vesting schedule, we anticipate that the reduction 

of this funding source may require PERS to increase the administrative fee that is 

charged to the participants. 

Furthermore, PERS would be required to provide detailed calculations to Hybrid Plan 

members in order for them to transfer to the DC Plan. As noted earlier, this would 

involve significant time and expense to prepare for transferring members. Since this 

cost is going to be directly related to the number of members making the election and 

the methodology, it may be appropriate to add limited continuing appropriation authority 

for this effort. 

Actuarial Considerations: 

Closing a defined benefit plan is never a low-cost option. That becomes exacerbated 

when the plan is only 72% funded, as is the Hybrid Plan. We have $1.1 billion in 

unfunded liabilities. As you all know, those liabilities never just disappear - they need to 

be paid off in order to make all of the promised benefits. 

House Bill 1419, as written, does not retire those liabilities. In fact, House Bill 1419 

causes the Hybrid Plan to become insolvent, at the latest, in 2052. At that point we 

would begin using the other funds in our trust fund - those that belong to the Judges 

and public safety systems - to pay our benefits, but that would only last a few years. At 

that point we would become a pay-as-you-go system, and would be before you every 

biennium requesting hundreds of millions of dollars to pay the promised benefits. The 

graph below shows our situation. 
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The table below shows this in numerical format. 

Investment Percent of Current Year Assets Main System Funded Ratio Main System Total Actuarial Rate 

� Return Active State are i n  Year in Year 

Scenario Assumption/ Members Depleted 

Discount Rate Transferring to the for Main 2018 2028 2038 2048 2018 2028 2038 2048 

(Liabilities) Defined Svstem 
Baseline · Julv 1, 2018 Valuation 7.75% NA 2 106 71 .64% 75 .96% 75 .83% 74.24% 18.25% 17.86% 18.41% 19.38% 

House Bi l l  1419 • Scenario la 5 . 50% 0% 2048 54.80% 49 .10% 32 . 55% 0.00% 30.59% 37.93% 61.66% 1 35 .51% 

House Bi l l  1419 • Scenario lb 5. 50% 10% 2048 54.80% 48.56% 32 . 13% 0.00% 30.59% 37 .94% 61.34% 133 .34% 

House Bill 1419 • Scenario le 5 . 50% 30% 2048 54.80% 47 .24% 30.89% 0.00% 30.59% 38. 1 1% 60.99% 129 .80% 

House Bill 1419 • Scenario 2a 6. 50% 0% 2052 62.01% 6 1 . 1 3% 48.95% 18 .60% 24.54% 29. 10% 46.75% 106.47% 

House Bi l l  1419 • Scenario 2b 6. 50% 10% 2052 62.01% 60.64% 48. 58% 18.70% 24.54% 29. 1 2% 46.50% 104.66% 

House Bil l  1419 • Scenario 2c 6. 50% 30% 2052 62.01% 59.42% 47.39% 18.12% 24.54% 29.32% 46.35% 102 .06% 

North Dakota Century Code section 54-52-17.1 requires us to determine the total cost 

of these changes. Our actuary has calculated that the ongoing increase in the required 

contributions is approximately 12.22% of pay, or an increase in the employer 

contribution from 7.12% to 19. 34%. That is the amount that is reflected in the fiscal 

note. 

This large increase is primarily due to two things: (1) closing the Hybrid Plan will require 

us to gradually de-risk the asset allocation, which is reflected in the different investment 

return assumptions you see in the above table ; and (2) eliminating future contributions 

for new employees. Even with the $20 million S I IF transfer every year, these two issues 

send the Hybrid Plan down a very steep trajectory toward insolvency. Increasing 

contributions by 12 .22% is necessary to prevent that from happening. 

Page 6 of 7 



µ ,B I J./ 1 Dt fJ .  7 
I - ;:; J../-4 'r 

The various scenarios provided in the above tables are a reflection of our uncertainty 

regarding how many current Hybrid Plan members will transfer to the DC plan, and what 

our average assumed rate of return will be for the remaining life of the Hybrid Plan. 

Because of those uncertainties, we had our actuary model three different election rates 

- 0%, 10%, and 30% - and two different assumed rates of return - 5.5% and 6.5%. 

That is how the scenarios 1 a, 1 b, 1 c, 2a, 2b, and 2c were created. 

And please note that all of the actuarial information is based on an analysis of HB 1419 

that closed the Hybrid Plan for both the State and political subdivision employees. If this 

bill is amended to not close the plan for political subdivision employees, we would need 

to have a new analysis. 

In summary, HB 1419, as written, would cause the Hybrid Plan to become insolvent at 

the latest in 2052. We would need a statutory amendment increasing the employer 

contribution up to 19. 34% in order to avoid that situation. The damage to the Hybrid 

Plan is the reason the Board has directed me to testify in opposition to HB 1419. 

Mr. Chairman, that concludes my testimony. 
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NORTH DAKOTA 

U N I T E D  

Great Public Schools Great Public Service 

Testimony Before the House Government and Veteran Affairs Committee 
HB 1419 

Thursday, January 24, 2019 

Chairman Kasper, members of the Committee. For the record, my name is Nick Archuleta 

and I am the president of North Dakota United. On behalf of our 1 1, 500  members, I rise 

today to urge a DO NOT PASS recommendation for HB 1419 .  

Mr. Chairman, we know that salaries for state employees have historically lagged those in 

the private sector by between 3 .5% (small to medium employers) and 1 1 . 5% (large 

employers) . In addition, many state agencies have, in recent years, reduced their budgets 

by reducing their workforce and by leaving vacant positions unfilled. The results have 

been that there are fewer state employees doing more work with less help.  It is no wonder, 

then, that state employees are feeling more frustrated now than at any time in recent 

memory. 

The one area that state employees could count on to be competitive with the private sector 

was in the area of benefits. HB 1419 serves to eliminate the Defined Benefit (DB) 

retirement plan for state employees and shift to a Defined Contribution Plan.  In addition, 

more than three hundred pol itical subdivisions would lose access to any established 

retirement plan because the DC plan does not allow political subdivision employees to 

participate. 

Research compiled by the National Retired Teachers Association finds that: 

� Establ ishing a DC plan for new hires does nothing to reduce existing unfunded 

liabilities. The federal government, which 25 years ago froze its DB  plan, sti l l  faces 

massive unfunded liabil ities; 

� When DB plans-which have a mixture of early, mid, and late career members-are 

starved of new members and their contributions to the plan, active member 

ND UNITED + 301 North 4th Street + Bismarck, ND  58501  + 701 -223-0450 + ndunited.org 
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contributions will decline thus increasing liability or requiring much higher active 

member and employer contributions; 

� In general, 401 (k) accounts generate lower investment returns that DB pensions 

which benefit from professional management, diversity of investments, and their 

abil ity to invest over a longer time horizon. 

The American Association of Retired Persons have studied ND PERS and have concluded 

that: 

� D B  pensions  h e l p  to recru it a nd  reta i n  effect ive and  exper ienced pub l i c  emp loyees who 

d e l iver t he  vita l  p ub l i c  services that North  Dakotans deserve and  expect; 

� Spending by retired public employees from their pension checks support our 

economy. This spending supports : 

o $401 .4M in economic output 

o 2 ,767 jobs 

o $67 .7M in federal, state, and local tax revenues based on benefits and 

spending in ND .  

Chairman Kasper and members of the Committee, as  mentioned above, benefits like the 

PERS DB  plan serve as important tools to recruit and retain highly competent and 

hardworking public employees. Any legislation that diminishes benefits for current or 

future public employees also diminishes the likelihood that the best and the brightest will 

choose public service as a career. And that is  unfortunate because North Dakota's citizens 

deserve the very best. 

For that reason, Mr. Chairman and members of the Committee, I urge you to return a DO 

NOT PASS recommendation for HB  1419 .  

• 
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North Dakota House of Rep resentatives 

Government and  Vete rans Affa i rs Committee 

Cha i rman J im Kasper 

By:  Tom Ba rry 

City M a n ager, City of M i not 

tom . b a rry@mi notnd . o rg 

701-857-4750 

L isa J u ndt 

H u m a n  Resou rces D i recto r, C ity of M i not 

l i s a .ju n dt@mi notnd .o rg 

701-857-4753 

HB 1419 

Cha i rman  Kaspe r  a n d  mem bers of the House  Gove rn ment a n d  Veterans  Affa i rs Com m ittee 

t h a n k  you fo r a l l owi ng me to p rovi d e  testi mony today on b eh a lf of Tom Ba rry and Li s a  

J u n dt, t he  City M a nager a nd  Human Resou rces D i recto r, respect ive ly, conce rn i ng  HB  1419 .  

I n  2014 the  M i n ot City Cou nci l voted to c lo se  the ex ist i ng  d efi ned  ben efit pens ion p l an  i n  

favor o f  offe r i ng  a d efi ned contr i but ion  p l a n  t o  futu re emp l oyees .  T h i s  d ec i s ion was made  

n ot o n ly fo r fi n a nc i a l  reasons, b u t  with the  premise  o f  offe r i ng  a mo re convent iona l  

ret i r ement  p l a n  s im i l a r  to  that of the  p rivate secto r . By do i ng  t h i s, the  City fe lt i t  wou l d  be  

ab l e  to i m p rove the  att ract ion a n d  retent ion of  potent i a l  emp l oyees .  Tha t  was  not t he  ca se  . 

I n  th e pa st severa l yea rs, with emp l oyees h i red u n de r  a d efi n ed contri b ut ion ret i rement 

p l a n , t he  C i ty of M i not has  cont i n u ed to see s ign ifi cant  t u r nove r .  Although o u r  o rga n izat ion 

has  st rugg led  with  h igh tu rnover fo r severa l  yea rs due to ext reme ly  low City and State 

u n emp loyment rates (2 .4% and 2 . 6% respect ive ly) ,  a n d  d iffi cu lt recru i tment cond it ions  

re l at ive to the  econom ic  u pturn of the  o i l  i n d u st ry ea r l i e r  t h i s  decade, t u rnover had  

essent i a l ly affected l ess cr it ica l pos it i on s  i n  t he  o rga n i z at io n .  Th i s  h owever, h as not been  

t h e  ca se  i n  the  l a st cou p l e  of  yea rs, where t u rnove r h a s  been  especi a l l y  tough  on ou r  fi rst 

responde rs a n d  cr it i ca l staff, to t he  d etr i ment of ope rat io n a l  effect iven ess a n d  emp loyee 

a n d  p ub l i c  safety. 

At t he  begi n n i n g  of 2018 the H u m a n  Resou rces Depa rtment con d u cted a longevity 

assessment  of t he  po l ice a nd  fi re d ep a rtments as  we l l  as t he  Engi n eer i ng  Depa rtment .  Th at 

assessment  revea l ed  ve ry d i stu rb i ng  resu lts with rega rd to l ongevity a n d  expe ri ence l eve l s  

i n  e a c h  o f  t ho se  depa rtments. T he  longevity /exper i e n ce a ssessment i n d icated the 

fo l l owi ng :  

• Po l i ce Depa rtm ent - 35 of 8 1  sworn offi ce rs, o r  43 . 2% of t he  overa l l  po l ice fo rce, h a d  

5 yea rs or  l ess exper ience .  

• F i re Depa rtm ent - 34 of 60 fi re contro l  pe rso n ne l ,  o r  56 .7% of t he  contro l  fo rce, h a d  

5 yea rs o r  l ess exper ience .  

• Eng i nee ri n g  Department - 5 o f  9 staff membe rs h ad  a pp roxi m ate ly 1 y e a r  of 

expe r i ence  or l ess . 
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Th i s  i nform at ion was p resented to the  M i not City Co unc i l  d u ri ng  a workshop  a d d ress i ng  

workfo rce i s sues  i n  Ap r i l  o f  2018 .  At that  t ime, a dd it ion a l  i n format ion  was a l so p rovi d ed i n  

t h e  fo rm of emp loyee comments comp i l ed  fro m exit i nte rvi ews, emp loyee eva l u at ions  a n d  

a n  emp loyee sat i sfact ion  s u rvey. A m ajo rity of the  e m p loyee com m e nts c ited the  l a ck  of a 

com pa r ab l e  defi ned  benefit p l a n  a s  the  ma i n  reason fo r u nsuccessfu l recru i tment effo rts 

a n d  cont i n u ed retent i on  i ssues .  Based on the  p resented i nfo rmat ion ,  t he  M i n ot City 

Co u nc i l  asked that resea rch be done  to rest ructu re m a ny ben efits i n c l u d i n g  the  ret i re m e nt 

ben efit, wh i ch they agreed shou l d  be st ructu red l i ke a mo re convent io n a l  gove rnm ent 

pen s ion . The  City of M i not had  t he  opt ion a s  a po l it i ca l s u bd ivi s i on  to p a rt ic i pate i n  the 

N orth Da kota Pub l i c  Emp loyees Reti rem ent System ( N DPERS)  d efi n ed benefit ( DB ) p l a n .  As 

such ,  the City Counc i l  deci d ed it was t he  most l og ica l a n d  p rud ent reti rement  p l a n  to m ove 

to .  So the C i ty bega n p a rt i c ipat ion in  t he  N D P E RS-D B  p l a n  a s  of J a n u a ry 1, 2019 .  

P rovi s i ons  i n  H B  1419, wh ich  e l i m i n ate t he  defi n ed  ben efit opt i on of  t he  p l an ,  wi l l  impede  

M i n ot's effo rts t o  stab i l i ze recru i tment a nd  retent ion  fo r fi rst responde rs a n d  cr it i c a l  

pos i t i ons  at a t ime  when our  orga n i zat io n  i s  a l ready  de a l i n g  w i th  h igh  tu rnover and  l im ited  

exper ience l eve l s  i n  the  depa rtm ents .  Th i s  com prom ises  t he  effo rts of these  essent i a l  

d e p a rtm ents to  effect ive ly a nd  s afe ly pe rfo rm the i r d ut i e s .  

E l im i n at ion  of  the  d efi n ed benefit opt ion  i n  HB  1419 i s  a l so h a rmfu l to t he  State and  oth e r  

N o rth Da kota government ent it ies  w h o  a re com pet i ng  fo r t a l e nt d u r i ng  a statewi d e  

workfo rce s ho rtage .  The refore, i t  i s  i m port a nt t o  fi n d  ways fo r p u b l i c  secto r emp loyers t o  

att ract emp loyees from o u t  o f  state agenc i es, t o  fi l l  cr i t i ca l pos it i o n s  ( i . e .  po l i ce, fi re, 

eng i nee ri n g  etc . )  P ub l i c  Em p loyee d efi n ed  ben efit pens i ons  a re t he  sta n d a rd reti rement 

m echan i sm  fo r most governmenta l agenc i es, a n d  m ost State pens i ons  give t he  opt ion  to 

tra n sfe r se rv ice cred it from othe r  p ub l i c  sector  e m p loym ent p l a ns .  Th i s  i s  an i m po rt a nt 

recru i tment  too l  i n  attract i ng  out of a rea/state t a l e nt .  M o reove r, a l l  of o u r  n e igh bor i ng  

states a nd  t he  vast m ajority of  states ac ross t he  n at ion  offe r a pub l i c  sector d efi n ed ben efit 

ret i rement p l a n  fo r p ub l i c  emp loyees .  By e l i m i n at i ng  t he  d efi n ed ben efit com ponent  of t h e  

N DPERS P l a n , the  State o f  No rth Da kota wou l d  p l a ce i tse l f  i n  a who l ly u n compet it ive m a rket 

fo r pub l i c  sector emp loyees, fu rt he r  exacerbat i n g  t he  recru i tment c h a l l e nges fo r the  State 

a n d  its cou nt i es, c it i es, townsh i p s, d i st r i cts, a n d  ed u cat i o n a l  i n st i tut i ons .  

M i n ot p rovi des  i m portant a nd  essent i a l  se rv ices to  i t s  c i t i z ens  espec i a l ly w i th  rega rd to the  

po l i ce  a nd  fi re depa rtm ents .  We be l i eve HB  1419  wi l l  fu rt he r  h i n d e r  e m p loym ent effo rts 

fo r t h e  City of M i not a nd  the State of No rth Da kota e q u a l l y  by erod i n g  compa rab l e  a n d  

expected p u b l i c  sector reti rement ben efits .  T h e  attem pt b y  t he  State t o  red u ce its 

u nfu n ded  l i a b i l i ty in the pens ion  fu n d  by mov ing  to a d efi n ed  contr i but ion  p l a n  i s  a m i sta ke 

t he  City of M i n ot made  and  l ea rned  fro m .  We i m p l o re you to l e a rn from o u r  past d ec i s i o n  

a n d  u rge you  t o  give H B  1419 a "Do  N ot Pass" reco m m e nd at io n .  Th a n k  you  fo r you r  t i m e  

a n d  con s i de rat ion i n  th i s  matter  . 
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No rth Dakota House Govern ment  a n d  Veterans  Affa i rs Com m ittee 

R E :  Test imony in oppos it ion to H B  1419 

J a n u a ry 24, 2019 

Dear Cha i rman  Kasper, 

P l ease accept th i s  l etter p resent i n g  test imony i n  oppos i t ion to H B  1419 on beha lf 

of the  City of D ick inso n .  As you a re awa re many  po l it i ca l  s u bd ivi s i ons, i n cl u d i ng  

t he  City o f  D ick i n son, h ave jo i ned  the  N D PERS Defi ned  Benefit Hybr id  Ret i rement 

P l a n .  As cu rrent ly written H B  1419 negat ively impacts t he  reti rement  secu rity 

fo r these pub l ic emp loyees .  

Sect ion 2 of  HB  1419 mod ifi e s  54-52-01 (4 ) ( b ) ( 3 )  to  exc l u d e  po l i t i ca l s ubd ivis i on  

emp loyees as e l ig i b l e  emp l oyees for p u rposes of  pa rt i c i pat ion  i n  t he  d efi ned  

benefit hybr id ret i rement p l a n .  Sect ion 13 makes th i s  ch a n ge effect ive on 

J a n u a ry 1, 2025 .  

Cu rrent ly the second ret i rement p l an  offered to state emp l oyees, wh ich i s  a 

d efi n ed  contr i but ion ret i rement p l a n  man aged by N DP ERS, i s  not open  to 

p a rt ic i pat ion by emp loyees of po l it ica l s ubd ivi s ions .  Sect ion  5 of H B  1419 

mod ify ing 54-52 .6-01 (3 ) ( b )  states t h at po l it ica l s ubd iv i s ion  emp loyees w i l l  a l so 

not be e l ig ib le  to part i c i pate in the  d efi n ed contr ibut ion p l a n .  

I f  H B  1419 were t o  go i nto effect a s  wr itten ,  a l l  po l it i ca l s u bd iv i s ions  cu rrent ly 

e n ro l l ed i n  N D PERS and w i sh i n g  to p rovi d e  ret i rement benefits to emp loyees 

wou l d  need to create t he i r  own ret i rement p l a ns, as po l i t i ca l s u bd iv i s ion 

emp loyees wou l d  no longer  be  e l i gi b l e  to p a rt i c ipate i n  N DPERS reti rement 

p rograms .  

Even if however, po l i t ica l s u bd iv i s ion emp loyees were g iven the  opt ion  to 

p a rt i c ipate i n  the NDPERS d efi n ed contr i but ion p l a n ,  the  C ity st i l l  opposes be i ng  

p roh i b ited from part i c i pa t i ng  i n  a n d  c los i ng  the  defi n ed benefit hyb r i d  p l a n .  The 

City chose to jo i n  the N DP E RS d efi ned  benefit hybr id reti rement p l a n  because it 

va l u ed  the p l a n  as both a too l  fo r recru i tment a nd  rete nt io n .  To lose this opt i on  

wou l d  n egatively impact t h e  City' s effo rts i n  th i s  a rea as  we strugg le to  fi l l  

pos i t ions a n d  compete with p rivate i n d u stry. 
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F i n a l ly, we w ish  to ma ke the  Com m ittee  awa re that  th i s  legi s l at i on ,  as written ,  

wou l d  imp a i r  t he  ob l igat ion s  of t h e  contract e ntered i nto between the  City and 

NDPERS .  I n  order  to j o i n  NDP ERS, po l i t i c a l  s ubd ivi s i on s  and  NDPERS enter i nto a 

contract wh ich  among  its te rms p revents t he  po l it i ca l s ubd iv i s ion from 

estab l i s h i n g  othe r  ret i rement p l a n s  afte r  jo i n i ng  a n d  requ i res that a l l  new 

e m p loyees of po l i t i ca l  subd iv i s i on s  jo in  ND PERS .  If en acted, HB 1419 wou ld  

i m p a i r  o r  n egate t h ese contract u a l  ob l i gat ions .  

Tha n k  you fo r you r  t ime and con s iderat ion of th i s  m atte r .  

di!# 
Jan i lyn if Murtha 

City Attorney 

City of D ick inson 

(701)-456-7028 
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T H E  H EART LAN D I N S T I T U T E  
F R E E D OM R I S I N G  

Testimony before the North Dakota House Government and Veteran Affairs Committee 
Bette Grande, Research Fellow 

The Heartland Institute 
January 24, 2019 

Chairman Kasper, and members of the Committee, thank you for taking the time today to discuss 
the issue of pension reform. The Heartland Institute is a 34-year-old independent, national, 
nonprofit organization whose mission is to discover, develop, and promote free-market solutions 
to social and economic problems. Heartland is headquartered in Illinois and focuses on providing 
national, state, and local elected officials with reliable and timely research and analyses on 
important policy issues. Heartland would like to submit the following testimony. 

The Public Employees Retirement System (PERS) Plan has seen a growing unfunded liability 
since 2003 . 

In 20 1 2  the PERS Plan had a funded ratio of 64 .7% and an Unfunded Liability of $862 million. 

Based on the 20 1 8  actuarial report for the PERS Plan the funded ratio was 7 1 .6%, which seems 
like an improvement, but the Unfunded Liability in dollar terms was just under $ 1 . 1  Billion. 

The Taxpayers, who are ultimately responsible for paying the PERS Plan obligations are less 
concerned with the Funded Ratio percentage than they are with the $ 1 . 1  Billion (and growing) 
Unfunded Liability. 

In 20 1 2, the Legislature increased the combined Employer/Employee contribution rate by 2%. 
An additional 2% increase was made in 20 1 3  and another 2% increase in 20 1 4 .  Even with these 
increases in Plan contributions the Unfunded Liability has grown by over 27% since 20 1 2 . 

Currently the statutory contribution rates for the PERs Plan are 7 . 1 2% for the Employer and 7% 
for the Employee for a total of 1 4 . 1 2% of each employee ' s  compensation. It should be added that 
the State pays 4% of the employee share . 

How does a Defined Benefit Retirement Plan work? 

Defined Benefit (DB) Plans are complicated. The retirement benefit due to a retiree is 
determined by formula based, in part, on the employee ' s  average compensation in the years prior 
to retirement. A new employee, age 25 ,  may not retire for forty years and estimating that 
employee ' s  retirement benefit over a 20 year or so retirement in difficult at best. 

DB Plans utilize actuaries to estimate the Plan' s ultimate liability to the participating employees 
and the Plan contributions required to meet those future obligations . 



Actuaries also estimate the Plan investment returns and for the PERS Plan the annual assumed 
rate of return on Plan investments is 7 .75%. Actual investment returns above that assumed rate 
increase the Plan' s Funded Ratio and returns below that assumed rate of return decrease the 
Plan's  Funder Ratio . 

There are also many misconceptions about DB Plans . With the current (June 30, 20 1 8) Unfunded 
Liability of nearly $ 1 . 1  billion, many assume that if it were possible to inject $ 1 . 1  billion into the 
Plan that the problem would be solved. But, sadly, that is not the case. It is important to 
understand that the $ 1 .  1 billion figure is the Present Value of the future calculated Plan liability. 
That $ 1 .  1 billion added to the Plan would need to increase by 7 .75% a year, every year, for the 
actuarial period to cover the Plan liability. 

It is also important to understand that each DB Plan has a "Normal Rate" of contribution. 
Actuaries will tell you that the Normal Rate of Contribution is the % of each employee ' s  
compensation that (invested at 7 .75%/year) will be  sufficient to fully pay that employee' s  
retirement benefit through retirement. For the PERs Plan, the Normal rate of contribution is 
about 1 1  %. So, by definition according to the actuaries, any Plan Contribution over the Normal 
Rate is only done to reduce the Plan' s Unfunded Liability. 

The current combined Employer/Employee Contribution is 1 4 . 1 2%, which is 3% higher than the 
Normal Rate . For 20 1 8 , this additional 3% contribution amounted to $3 1 million based on 20 1 8  
covered compensation. Yet, the Unfunded Liability increased from the 20 1 7  level . 

The recommendation from the actuaries is to increase the combined employer/employee 
contribution to at least 1 6 .69%, but their analysis shows that the contribution rate will need to be 
increased to over 1 8% to begin reducing the Unfunded Liability. And that is assuming an 
investment rate of return of 7 .75% a year, every year. 

So, what to do? 
A large, one-time, deposit into the PERS Plan is like putting all your chips on red. A bad year or 
two in the stock market and the impact of any large deposit on the Unfunded Liability will be 
minimal . 

The proj ected Plan liabilities will be paid out to retirees over generations, adding funding on an 
annual basis is the more prudent approach. 

But, to truly address the issues posed by the PERS Plan, fundamental reform is required. 

The experience with the PERS Plan over the past 1 5  years shows a pattern that cannot be 
ignored. The State continues to make promises to its Employees that the State cannot pay. The 
taxpayer, who is ultimately responsible to make good on these promises deserves consideration. 

For more information about The Heartland Institute' s  work, please visit our website at 
www.heartland.org, or contact Bette Grande by phone at 701/388-7451 or by email at 
bette(mbettegrande.com 
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Chairman  Kasper a nd members of the Government Affai rs Committee, the City of Fa rgo wou ld l ike to 

express ou r  thanks for the opportunity to testify on HB  1419 . 

The City of Fa rgo addressed our  defined benefit pension fund ing issues in 2011 - 2012 with a 

comprehensive study that inc l uded City Commissioners, Pension Boards, Pension members, our  

i nvestment advisors, and our actuaries. Th is  study i nc luded th ree separately admin istered defined 

benefit pension funds. The purpose of our study was to look at our pension funded status a nd to come 

up with a long-term fina ncia l plan that wou ld put us back into a sol id funded status over a twenty-year 

t ime period . 

We looked at a conversion to a defined contribution p lan but determ ined that such a move was not i n  

the  best inte rest of the City o r  of  our City Employees. We increased our % of  payrol l  contr ibution for 

both emp loyees and  the C ity so that our l i ab i l it ies were funded with in a twenty-yea r  period . Fa rgo was 

an  early adopter of a susta inab le funding pol icy that is based u pon  strong actua ria l pr inc ip les .  This is 

critica l ly important because we lea rned that our fixed fund ing % in our pension ord inances were not 

a l igned with actuar ia l  pr incip les . As a resu lt  of this fixed fund ing contribution method we fa i led to fund 

the amount needed to keep up with the r ise in  our pension l i ab i l it ies . 

We closed en ro l lment in our City Pension fund and moved new emp loyees i nto NDPERS on a voluntary 

basis as determined by ou r  employees that chose to jo i n  NDPERS. Our 2012 pension fund i ng strategy is 

moving us  stead i ly forward without any harsh consequences to ou r  employees . 
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Review of NDPERS Funding Strategy: 

NDPERS produces a Comprehensive Annua l  F ina ncia l Report that describes the State's current fund ing 

strategy for NDPERS main system .  A fixed fund ing % of payro l l  is presently used to establ ish how m uch 

money goes into the fund .  The report shows a ch ron ic underfund ing of contribut ions for  many yea rs as  

compared to  what actua ries are recommend ing. Past efforts to  increase contribution leve ls have fa i led 

in  the legislative process. There is a summary tab le in  th is report that shows that emp loyer 

contributions which a re currently at 7 . 12% shou ld be 1 1.25% to meet funding requ i rements. This i s  a 

sign ificant d isconnect that needs a higher prioritization by the Legis lature. 

Additional Funding and Other Significant Changes Included in HB 1419: 

Section 1 transfers funds from the strategic i nvestment and improvement fund to the publ ic emp loyee 

retirement system in  the amount of $20 m i l l ion per year  whi le Section 14 of this bi l l requ i res that the 

add itiona l  $20 m i l l io n  per year  be ma inta ined u nt i l  the publ ic emp loyee reti rement system has assets 

equa l  to its accrued l iab i l ities. 

Both of these section have a positive impact on the NDPERS, however, Section 2 of the b i l l  e l im inates 

pa rticipation by po l itica l subdivisions in ND PERS. There are 350 po l it ica l subdiv isions across the State 

that a re currently members of NDPERS, so in essence this removes defined benefit pensions for 

thousands of future government workers. This proposa l wi l l  d isrupt pol itica l subd ivis ion's reti rement 

benefit systems a nd ca use a long-term degradat ion of the i r  u lt imate ret irement benefits . We a l ready 

have a workforce shortage in our State . This change wi l l  make matters worse. 

Government workers a re wi l l i ng to forfeit corporate pay leve ls for a strong benefit package to i nc lude a 

defi ned pension benefit system .  Removing this type of pension wi l l  have a sign ificant impact o r  

workforce qua l ity and  workforce ava i lab i l ity . 
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I ronica l ly, Section 11  establ ishes a legislat ive management study of publ ic employee retirement options  . 

The study is to provide information from non  b iased, non-profit th i rd parties regard ing pens ion fund  

risks. Al l  other sections of HB 1419 are putting the ca rt before the horse. Pens ion fund ing a nd 

deployment of ret irement benefits a re h igh ly technica l and often t imes d ifficult to understa nd .  The 

study shou ld not on ly focus on risk but a lso fund ing adequacy so that benefits can be properly 

susta ined .  

An educationa l  effort of  a l l  stakeholders should be required pr io r  to a ltering the existing N DPERS p la n 

design .  

The City of  Fargo i s  in strong opposition of  HB 1419 because we recently moved into NDPERS and 

would not favor becoming ineligible to participate. We recommend a DO NOT PASS Committee vote. 

Thank  you for the opportun ity to testify . 
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Ret ,rement 
Consulting 

December 3, 2013 

Board Mem� 
North Dakot.1 Public Emplo� RetRment System 
Bismard, � Oltkota 

MemMn of the Board: 

At your requ st, M haw performed an ac.tuari•I valuation wnkh Includes actuarial valuation ri!sults for 
funding pull)OWS and separate a uarl� valuiJtlon results for �ounti� purposes for the North Dakota 
Public EmployeM Retirement System (-NoPeRS·) ilS of July 1, 2018. The purpose of the fundin« 
actuarial valuation, which Is performed annually, is to determine the fundina sutus and Ktuarlal 
ffllploycr contribution rate for NOPE RS. The actuarial valuation was perfunned at the request of the 
Board and is Intended for use by the Bo.lrd and NOPE RS and those des,gnated by the Board and 
NDPERS. This report may be provided to 1Ji1t't:le$ other than the Board and NDPERS only in its Mtlrety 
and only with the permission of the Board and NOPE({$. GRS Is not responsible for rellan� upon this 
valuation for any other purpose, or by any other party. 

Actuarill As341!119tlons md Methods 

The actuarial valuation report wn p(epared using actuarial 1ssumptions adopted by the Board as 
authorized under North Dakota A.dminlstrati-.-e Code Section 71-02. ,411 actuarial assumptions used in 
this report are reasonable for thf: purposes of this acu ..aarial valuation. There were no changes in actu rial 
assumptions smce the previo1.11 ac;tuarial vafuauon as of July 1, 201 7. 

Begtnnlne with the actuarial valuation as of July 1. 2017, the Board adopted chan&H to the e<oMmlc 
actuarial assumpttont (excludlne the salary increase ass001ptlon} and asset valuation method . The 
1ctuarial assumptions were ba1-ed on a review of the economic actuarial a�sumptlons performed t,v 
GRS. 

AH other actuarial �sumpt,ons used in the actuarial valuation a.s of July 1, 2018, were based on an 
!!Xperience f'eYiew for the f,ve year period endtng July 1, 2014, whid\ was i>erlormed by the pnor 
1ctua1"Y, and Wen! first adoptl!d for use oommenclng with the July 1, 2015, actuarial valuation. 

The ;actuarial l!mployer contribution rate rs calcul ted using a 2�year open per iod, le-.1!1 percentage of 
payroll amort1zat1on method The remalnin& amort121tion period will be reset to 20 years in each futu� 
actuarial valuiltion. We believe that calculat ing the actuarial contrlbut!on rate tJSl"i a sllghtly lon�r 
period would also be reasOflabH!. 

The Jctuarlal assumptions and methods used, inchxiine the economic c1rid dem graphic a�mptlons, 
the actu,1r�f cost method and the a55et vall.J<ltion method, meet the Actuartal Standards of Pra uce 
Issued by the Actuolnal Standard$ Board for the funding of publlc sector pension plans and M'lt set by the 
Bo.lrd. Alsumptlons and methods required under GAS8 Sattmeot Nos. 67 and 68 w�e u�ed ,n the 
pnwi,ration of the accountina d,sdo�ures and tehedu�s required by GA58 Statement Nos. 67 and 68 . 
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Paae 2 

Benefit Provklons 

Th4!ne were no chang� In benefit prow.ions Since the prev,ous actuarial valuation as of July l, 2017. 

Participant Oat.I 

A total of 23,483 J� members (lndud,ng the Main System, Judges and Public SJfriy} wc:re Included In 
the actuanal Villuation as of July 1, 2018. Betwttn the 2017 � 2018 actuart.11 valuations, the number of 
actlllt- emplO\'t!t!S 1ncr�d by 240 members, or 1.0 percent. The ;aver ge aMU1f actuarlil valuation pay 
Increased by 0.1 �cent, from $45,750 to $45,819 between the 2017 al\d 2018 actuarial valuations. There 
were 6,532 � members who Mn! eligible for ret.-ement (normal, early or Rule of 8S) iH of July 1. 2018. 

The number of bern!flt recipients increased from 11,103 to 11,704, or 5.4 percent, since the last actwm I 
valuation. The ave-rage monthly benefit Increased by S.O percent. from $1,181 to $1,240. Ounna e year 
ending Jufy 1. 2018, there were 977 members awarded a benefit. 

There were 5,998 nactive member1 as of July 1, 2018, who were vested and elected to l'1!0elve a oe-ferred 
benefit The average, monthly �red benefit b $496. Theft wt-re 6,1..88 inactive memben as of Jufy 1, 
2018, who were not vffied or elected to receive a refund of contributions. 

�rial Valuation Assets 

On a mar et value basis, NDPatS nsets � an irivestment return al approx,mately 9.1.S pera!nt (net of 
ln\•estment e pe=). On an actuarial value of ;asset basis, NOPE RS assets had an investment return of 
approximately 9.22 percent on an actuarial val� of a�ts basis, which compares to the pnor year assumed 
me of return of 7.75 �nt 

The actuanal Vllue of ,me 1$ wrrently 96.6 percent of the market value of as�. There i, $101.3. 1,547 
in net as.set pins currently being deferred that will bE phased into the actuarial value of assets owr the 
next fo\6 years 

Statutorv end Actu.lrlal Employer Contributions 

The actuarl.1lly determined contribution rate Is cafcul;ited as the normal co.st contribution (to fund benefit$ 
aa:ruing durina the year) plus a contribution m amortize the unfunded bab1ity. The unfunded l11blllty 
oontrlbution rate ls alruLlted usifll a 20. year open period, level percent.J t of p yroll amort1ntion 
method. The mnainlre amorlt.!atlon period will be feet to 20 yeifl in e.1ch Mu� ilctuarfal wklation. If 
t>mploy,!rs contributed the Ktuar!al contrfbut,on rate, the contribution rate would be e-.pected to gradually 
dttrease uslfll a 20-year open amortization period as the funded rat10 gradualtv increased. An �n 
amortization penod Is expected to gradually Improve the funded ratio However. the funded rat,o IS not 
e,qiected tQ f'ffCh 100 percent undM this method (assumms no actuarial pins or losses) beca!M the 
remaining unfunded ltab,1rty ;rt t!.lch future valuation date is re-amortiled OYC!I' a new 20 year penod . 
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The contrlbutioru that a11i made by employers are ba54!d on fi ed contribution rates that are s.t!t by statute 
(and not based on e actuanally determined rate) .  The statutory contribution mes ;md the actiArtal 
contribution es a11i as follows, 

Main System 

Judps 
Public Safety with prior M,in System mvla! 

Publte Safety without prior Main System servie2 

Tot,I PERS {Comblr,ed) 
� 

l!mplo)'ff Contribution Rates aJ a "  of 

Projected Annual Compens.ation for 

Flsal Yur Endlnl June JO, 2019 

Rate Actuarial Rate 

7.12" 11.25" 

1 7.52" 2..03" 

9.81% J,64'J' 

7.93" 6. 209' 

7.2� 11.04" 

The portion of the statutory contribution that is applied toward the unrunded leblllty is the st tutory 
contnbutt0n rite minus the employer normal cost rate The unfunded liability contribution ni� from the 
statutory contnbullon Is slgmflCiJnlly lower than the rate cakufab!d usl� the 20-year level perc�tage of 
p.,yroll amorttZatJon penod. The unfunded lt.ibifity contribution nite from the statutory contribution for the 
Main System rate Is not hJch enough to amortize the unfunded Hab,hty over any penod of time. 

S<!cause the statutory employer me Is higher than the actuMial employer rate (based 0/1 a 20-vear 

amortm1tion period) for the Judges and Public Safety SysUms, the statutory employer rate amortl:tes the 
unfunded llablhty 0111er , period shorter tNn 20 years. 

We recommend an Increase to the statutory cont11bu on rate such that the unfunded hablllty Is .tmort,zed 
over a per,od of no longer than 30 years. Ba� on the current Ktuarial valuabOn and the curl'1!flt actU.lnill 
,,ssumptions and method$ .ind benefit pr ·s:ons. the current t� statutory contnbutlon r.ite of 14.U 
percent (tot.ll employer and employee contributfoos) for the Main System Is oat e pected to ever amortize 
the unfunded riabt!lty. The Milin System funded ratio Is proJected to ultimately decre.i� from the currt'l1t 

funded ratio of about n percent. We recommend an incre� to the Main System toul �tatutorv 
contnbution rilte (to � lust 16.69 pe<cent) such that the unfunded habtllty is am ,zed over a period of no 
longer than 30 years and the Main SV5tem funded ratlo wdf increMe tow.,rd 100 percent. 

The actuarial valu.-ition was based upon information furnished by the NOffRS Staff, concerning benefi 
provided by the orth Dakota Pubic Emplayees Retirement System, ftn:inc I ttans.1Cbons, plan pro ·sions 
and census data for actrve members, t!!ffllllllted membets, retirees and beneficiaries as of July 1, 2018. We 
checked for internal and year-to-year consistency, but did not audit the data. We are not responsible for 
the accuro1cy or comJ*!(eness of the information provided by the NOPERS Staff . 
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The trend data In the Finand.ll Section and the schedules and other data In this Section are prepared by 
HDf>ERS Soff wrth our input. Data prlof to frscal year 2016 was prepared by NDPERS Staff and the pnor 
actuary. Sp«!( ically these exhibits are: 

• Actuarial Assumptions and um Method 
• Changes in Actuu1al Assumptions and COSt Method 
• Ac ve Member \laluauon Data 
• Retirees and Beneficill'iH Added to and Removed from the Roll$ 
• Solvency Tffl 
• Analysis of Financial Experience 
• Schedule of Retired Members by Type of Bene ,t 
• Schedule of Average Monthly Benefit Paym4!nts 

Account! .. Schedules under GASI Statement Nol. 67 and A 

The total pension llabilitv (actuarial accrued llabdity) Is based on a measurement date of Julv 1, 2018, using 
the Entry Age Normal actuarial cost method A single discount rm of 6.32 pertfflt was used to muwre 
the total pension liability. � Silll!le discount ra1I! was based on the expected rate of return on pens,on 
plan investments of 7.75 percent and the mun1c1p,:il bond rate of 3.62 perc.errt. All other assumptions ,md 
methods us,ed in the funding actuarial valua on for calculation al the act1Jilf1al ICCl'Ued h.iblhbes as of Jury 1 ,  
2018, were used In ttM! GASS 67/68 actuarial valuation for ClllculatJon of the total pen$10n habllity for fiscal 
vur ending June 30, 2018 . 

The net pension liabifttv is measured as the total penS10n llabiity, less the amount of the pension plan's 
fldUO<lry net position (market value of assets) ii$ of June 30, 2018. 

Certlflatlon 

To the best of our knowledge the information conuiined in this report is accurate 1nd f.tirly pre$Cl'ltS the 
actuamil posltion of the North Dakota Public Employees Rnirement System as of the actuarial v11 luation 
date. Atl calculattons have been made in CM1formity with geoerally aa:epted actuarial priociples and 
practices. and with the Actuarial Standards of Practice Issued by the Actuartal Standards 8oard. unce J. 
Weiss and Amy W1lllams a� Members of the Amerlc n Academy of Actuaries and meet the Qualification 
Standards of the Amerlan Academy of Actuaries to render t� actuarial opinion here,n. 

Future actuarial measurements may differ slrnifkantly from the current measurements pre�nted In 
this report due to such factors as the follow,nc: plan experi4!nce differln1 from that anticipated by the 
economic or demOl!raphtc assumptlons; chances In economic or demograph,c assumptions; increase$ or 
decrea ses expected as part of the natural operation of the methodology used fo, these measurements 
(such as the end of an amortization period or additional cost or contribution requirements based on the 
plan's funded status!; and changes in pfan l)fovlslons or appllcable law. Due to the limited scope of the 
actuary's assignment. the a<luary did not perform an aoalysb of the potent , I range of such future 
measurements in this report . 
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This rePort ihou!d not be relfl!d on for any purpo!>e other than the purp�e stated. 

The signing actu ries are lnoep(Hldent of the plan sponsor. 

Respectfully submitted, 

Gabriel, Roeder, Smith & Comp.11ny 

Lance J. Weiss. EA, M.A.A.A., f.C.A. 

Senior Consultant .md TeMn Leader 

AW:nn 

Amy WUllams, A.SA, M. AA.A. ,  F .c.A. 

Consultant 

. .  
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TESTIMONY OF SCOTT MILLER 

Engrossed House Bill 1419 - Legislative Management 

Study of Public Em ployee Retirement Options 

Good afternoon ,  my name is Scott M i l ler .  I am the Executive D i rector of the North 
Dakota Pub l ic Emp loyees Ret i rement System (NDPERS) .  I appear  as the Board ' s  
rep resentative today to  provide neutra l testimony rega rd i ng Eng rossed House B i l l  1 4 1 9 .  

House B i l l  1 4 1 9 requ i res that Leg is lative Management cons ider  study ing the spectrum 
of pub l i c  emp loyee ret i rement fu nd opt ions ,  i nc l ud i ng  defi ned benefit p l ans ,  hybr id 
p lans ,  and defined contr ibut ion p lans .  We have no posit ion on  the p roposed study ,  but 
we wou ld certa i n ly offer any he lp o r  i nformat ion we cou ld p rovide  as th is  study 
p rog resses . As you can see from the fisca l note , we estimate a cost of between $ 1 0 , 000 
and $ 1 5 , 000 per stud ied option ,  depend ing  on  the comp lexity .  As an  examp le ,  HB 1 4 1 9 
as or ig i na l ly d rafted cost over $ 1 7 , 000 for ou r  actua ry to ana lyze . We do not know what 
the th i rd pa rty m ig ht charge for the i r  r isk study .  

• M r. Cha i rman ,  that conc ludes my test imony . 

• 
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