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2003 SENATE STANDING COMMITTEE MINUTES

BILL/RESOLUTION NO. SB 2048

Senaté Goverhment and Vetérans Affairs Committée

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

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

Minutés:

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

Sparbs Collfds, Publi¢ Empldyees Rétitbmient Systén to testify in favor of SB 2058,

(Thstitiony and additional information attached)

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

governmental unit,

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

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

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

inddstty in other ways?

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

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

Bill/Resolution Number SB 2058

N Hearing Date 01/16/03

Senator Krebshach : Is there any further testimony in favor of SB 2058,...Neutral ot in

Opposition...
SB 2058 Closed

Tape 1 Side A Meter # 3100

Senator Wardner : I make motion for an adoption of amendment

Senator Nelson : 2nd

6 Yes, 0 No, O Absent and not voting

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

A
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Senator Wardner : 2nd

6 Yes, 0 No, 0 Absent and not voting |

N Carrier; Senator Nelson
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N, FISCAL NOTE

Requested by Legistative Council
01/20/2003

Amendment to: SB 2058

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

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

g General [Other Funds| General |Other Funds| General |Qther Funds

Fund Fund Fund

Revenues

i Expenditures

‘ Appropriations

5 1B. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate pollitical subdivision.
{ 2001-2003 Biennium 2003-2005 Biennlum 2005-2007 Biennium

: School Schoo! School

Counties Cities Districsts | Counties Cities Districts | Counties Cities Districts

; 2, Narrative: /dentify the aspects of the measure which cause fiscal impact and include any comments relevant to
I your analysls. ‘

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

-

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

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

IName: Sparb Collins \gency: Public Employees Retirement System
IPhone Number: 328-3901 Date Prepared: 01/20/2003
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ﬁ FISCAL NOTE
, Requested by Legislative Council
01/02/2003

Bili/Resolution No.: SB 2058

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

funding levels and appropriations anticipated under curmrent law.

e 2001-2003 Biennium 2003-2005 Biennium 2005-2007 Blennlum

i General |Other Funds| General |[OtherFunds| General [Other Funds

i Fund Fund Fund

¥ Revenues

& Expenditures

‘ Appropriations

i 1B. County, city, and school district fiscal effect: /dentify the fiscal effect on the approprate political subdivision.
E 2001-2003 Blennlum 2003-2005 Biennium 2005-2007 Biennium
School School School
ﬁ Countles Cltles Districts | Countles Citles Districts | Counties Cities Districts
u

%{} 2. Marrative: Iidentify the aspects of the measure which cause fiscal Impact and Include any comments relevant to
Y your analysls.

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

TR S

b

3. State fiscal effect detall: For information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detall, when appropriate, for each revenue type and
fund affected and any amounts Included in the executive budget.

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

e

e T T

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

e

|4
}
: (Name: Sparb Collins lAgency: PERS
‘1 [Phone Number: 701-328-3901 |Dato Prepared: 01/06/2003
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30053.0301 Adopted by the Government and Veterans
Title.0400 Affairs Committee 0%
January 16, 2003 {16
[o4F

PROPOSED AMENDMENTS TO SENATE BILL NO. 2058

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

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

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

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

wouild have recelved but for the period of service or, if that amount Is not reasonably
ortain, the member's average rate of compensation during the twelve-month period
mmediately preceding the member's perlod of service or, if shorter, the perjod of

employment immediately preceding that period,"

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

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

Page 18, line 18, replace "on" with "ot”

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

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

employment immediately preceding that peried.”

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

Page 21, after line 3, insert:
*Any person If the board determines disclosure Is necessary for treatment,

operational, or payment purposes, including the completion of necessary
documents.”

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

cerlain, the member's average rate of compensation during the twelve-month period

Page No. 1 30053.0301
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| c e member's period of setvice o, if shorter, the period of
employment Immediately preceding that period,”

|/_\\
Page 25, line b, replace "54-52.2-03.2" with "54-52,2-03.3" {

Renumber accordingly |
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Date: 01/16/03
Roll Call Vote #: 1

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

Senate Government and Veteran Affairs Committee

Check here for Conference Committee

Legislative Council Amendment Number  30053.0301 Title :.0400

Action Taken DO PASS

Motion Made By  Senator Wardner Seconded By _Senator Nelson

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

Floor Assignment

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

n lnformatlon Systemé f&r microfilming and
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were f1lmed {n the regular course of business, The photographic process meets standards of

C(ANSI) for archival microfilm. NOTICE: 1f the fiimed Image above is less lepible than this Notice, it i due to the quality of the
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Date: 01/16/03
Roll Call Vote #: 2

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

Senate Government and Veteran Affairs Committee
Check here for Conference Committee
Legislative Council Amendment Number
Action Taken DO PASS as Amended
Motion Made By  Senator Brown Seconded By Senator Wardner
Senators Yes | No Senators Yes | No
Senator Karen Krebsbach, Chr., X Senator April Fairfield X
Senator Dick Dever, Vice Chr. X Senator Carolyn Nelson X
Senator Richard Brown X
Senator Rich Wardner X
Total (Yes) 6 No 0
Absent 0
Floor Assignment  Senator Nelson

If the vote is on an amendment, briefly indicate intent:
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REPORT OF STANDING COMMITTEE (410) Module No: SR-09-0712

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

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

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

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

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

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

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

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

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

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

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

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

——

Page 21, after line 3, Insert:

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

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

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

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

Renumber accordingly

(2) DESK, {3) COMM Page No. 1 8R:08-0712
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2003 HOUSE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO, SB 2058
House Government and Veterans Affairs Committee
O Conference Committee

Hearing Date 3-13-03

e e e s o e

Tape Number Side A Side B Meter #

1 X 36.1-end :

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

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

q present,

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

NY).

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

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

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

pets at this point I don’t know that we would ever establish IRAs.
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Page 2

House Government and Veterans Affairs Committee
Bill/Resolution Number SB 2058

Hearing Date 3-13-03

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

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

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

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

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

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

Representative Siite: made a DO PASS motion.,

Representative Meier: SECOND the do pass motion,

Motion cartied.

Representative Tieman: will catry the bill to the floor.
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REPORT OF STANDING COMMITTEE (410 : 5388
March 21,2003 7:49a.m. #19 Module g:;ﬂ':r—sﬂcman
insertLC:. Title:.

T e et i e

77N
, REPORT OF STANDING COMMITTEE
sB 2068,ha|s engrosserd: Government anii Veterans Affairs Committee (Rep. M. Klein
30. rman) recommends DO PASS (14 YEAS, ONAYS, 0ABSENT AND NOT
TING). Engrossed SB 2058 was placed on the Fourteenth order on the calendar.
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. REPORT OF THE LEGISLATIVE COUNCIL'S
EMPLOYEE BENEFITS PROGRAMS COMMITTEE
SENATE BILL NO. 2058

onsor: Retirement Board

oposal: Changes the definition of governmental unit to exclude the Highway Patrol for members of the Highway
trolmen’s retireinent plan; changes the definition of retirement to include termination of participation in the
Irement plan and meeting the normal retirement date as well as termination of employment; aliows elected
lolals of participating counties, at thelr Individual option, to enroll in the defined benefit plan within the first six
anths of their term; allows non-state-appointed officlals of participating employers appointed on or after August 1,
99, who meet the participation requirements of NDCC Chapter 54-62 to enroll In the defined benefit plan effective
thin the first month of taking office; allows the PERS Board to accept trustee-to-trustee transfers as permitted by
ernal Revenue Code Seotions 403 and 457 from a Section 403 annuity or Section 457 deferred compensation
an for the purchase of permissive service credit or as repayment of a cashout from a governmental plan; allows
3 board to establish individual retirement accounts and individual retirement annuities to allow employees to make
luntary employee contributions; provides that for purposes of multiple plan membership, service credit in TFFR,
ghway Patroimen'’s retirement system, or TIAA-CREF may not exceed 12 months of credit per year; provides that
r purposes of determining benefits in multiple plan membership situations an employee may elect to have benefits
llculated using the average of the highest salary received by the member for any 36 months employed during the
st 120 months of employment in PERS or the average of the highest salary received by the member for any 36
insecutive months during the last 120 months of employment with any of the eligible employers with setvice credit
)t to exceed one month In any month when combined with the service credit earned In the alternate retirement
rstem; provides that employees who have dual membership rights may elect to begin participation in an alternate
an or continue participation in PERS; clarlfies that a member or a surviving spouse is entitled to receive retiree
aalth benefits beginning on the date retirement benefits are effective unless the nremium Is billed to the member's
nployer; and establishes standards for apportioning deferred compensation assets under qualified domestic

slations orders.

he committee amended the blll at the request of the Retirement Board to clarify that the purchase provision is
vailable to vested members Instead of members with five years of service and to change the reference to prior
arvice to other eligible service; to amend the bill as a result of a July 12, 2002, Attorney General's opinion stating
1at certain provisions of the retirement statutes are In conflict with the Uniformed Services Employment and
:eemployment Rights Act of 1994 to bring the retirement statutes into compliance with federal law; to allow
articlpating employers to purchase additional service credit on behalf of members under certain conditions; to
mend the confidentiality provisions of the retirement statutes to allow the Retirement Board to publish the names of
iembers the Retirement Board has been unable to contact; to provide that former perticipating members of the
efined contribution retirement plan who are receiving retirement benefits or the surviving spouse of a former
articlpating member who Is eligible to recelve or was receiving defined contribution retirement plan benefits is
ligible to receive retiree health benefits; to extend the time period within which a member of the defined
ontribution retirement plan may walve a refund of the member's vested account balance from 30 days after
armination to 120 days after termination; to allow employers of employees participating in the defined contribution
atirement plan to make contributions for the conversion of sick leave and for the equivalent of up to five years of
ervice credit unrelated to any other eligible service; and to add a provision to the deferred compensation
tthorization statute to require alternate payees to transfer to their own plan under a qualified domestic relations

wrder.

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

uling on the pretax purchase of service credit.

Actuarial Analysis: The consulting actuary reported that the actuarlal impact of the proposal, as amended, Is
ninimal.

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

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

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

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

defined contribution plans.
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MAIN SYSTEM

Sections 2 through 15 and 22 relate to the Main Retirement System.
Section 2 is changes in some of the definitions. These changes relate to
standardizing the definition of an eligible employee so it is the same for
retirement and group Insurance by clarifying the minimum time of
employment for eligibllity during a specific year from 5 months to 20 weeks,
and defining that HP retirement plan members are not part of this system.
The change in Section 3 relates to multiple plan membership requirements
that are addressed in more detail in Section 9.

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

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

employees,

Section 8 of the bill implements several changes that were recently
authorized at the federal level. Specifically, it authorizes employees to
rollover funds from 457 and 403(b) plans, do trustee to trustee transfers of
funds from the 457 plan, and authorizes PERS to establish IRA’s.
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Section 9 changes the multiple plan membership procedures and is one of
the primary initiatives in this bill. Multiple plan membership Is how we
coordinate our benefits with other state systems such as TFFR, HP and
TIAA/CREF. This provision was originally enacted to provide portabillity to
members of the state’s retirement plans as employees went from one type
of public employment to another. To accomplish this, present law provides
that a multiple plan member must be assigned entirely to one system or
another. We must use the final average salary from the last system of
participation to calculate the benefit. Two problems have arisen relating to
this existing provision. The first problem is administrative and concerns the
difficulty in identifying the individuals who come under this provision, the
difficulty participating employers have in understanding this provision, and
the difficulty members have understanding the assignment process to one
system or another in cases of service credit under both plans. The result is
that when these situations are discovered, administrative transactions have
had to be altered and in some cases the resulting change has adversely
affected the membetr's expectation. The second problem area has been
with using the final average salary from the last system to calculate benefits
in all systems. While this provides portability between systems and is
extremely beneficial to most members, for a few individuals this can resuit
in a dramatic and inequitable drop in benefits. Therefore, the purpose of
these changes is to address these two problems, and thereby, make it
easler to administer for our participating employers and make it clearer and
more equitable for all our members. First, the proposed new method would
not require that a member be assighed entirely to one system or another.
Instead the member would be allowed to participate in both systems and
the employer would report contributions to both systems based upon the
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member's employment. . Second, the employee will have the option at
retirement to choose between two calculation methods and could select the
one that best meets their needs while still malintaining the multiple
membership provisions. The first method would be to have their retirement
benefit calculated using all years of service and the final average salary in |
the PERS system. The second method would be to use the final average |
salary from the last 120 months of employment to calculate the benefit for
all retirement plans. However, under this last method, overlapping months
of service would be combined in determining the final average salary.
Eligibility would be based upon combined years of service for both
methods. This change will maintain the multiple membership aspects for
state retirement plans, be clearer for the member, and also for the |
employer. Lastly, this section will allow existing multiple plan members to

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

or the new law. :

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

service from PERS employers

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

being updated with this section.

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

Section 14 proposes some changes in our confidentiality provisions. First,
we are requesting the authority to share information with a member's
beneficiaries in settling an estate and secondly the ability to seek
information from the general public on locating lost members. In this
section we are also requesting an amendment to clarify administrative
exchanges of information for administrative purposes and for HIPPA. This
change is on page 21 after line 3 in the attached.

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

RETIREE HEALTH PROGRAM
Section 16 relates to the retiree health program. This change coordinates

the effective date for members to receive the retiree health credit with the
effective date of retirement payment.
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[

DEFINED CONTRIBUTION PLAN J

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

Madame Chair, members of the committee, PERS would appreciate your f
support of the SB 2058 and the proposed amendments. This completes I
my testimony
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member of the defined contribution plan who is receiving

This change provides that the surviving spouse of a
benefits from the PERS DC plan will be eligible to rece
the retiree health credit in the same manner as a
spouse of the PERS hybrid plan.

Section 16 changes
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TESTIMONY
OF
SPARB COLLINS
ON ENGROSSED SENATE BILL 2058

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

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

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

defined contribution plans.
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MAIN SYSTEM

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

that are addressed in more detaill in Section 9.

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

procedures the agency presently follows.

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

employees.

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

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

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

or the new law.
((,\ o o

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

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

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

Section 14 proposes some changes in our confidentiality provisions. First,
we are requesting the authority to share information with a member's
beneficlaries in settling an estate. Second, we are asking for the ability to

seek information from the general pt;&éc on looatir}a‘lost members. Lastly
we are offering language that is HIP co»r'\DpHant or our disability program
in case It is covered and clarifies administrative exchanges of information

for administrative purposes.

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

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

effactive date of retirement payment.

DEFINED CONTRIBUTION PLAN

Sections 18, 19, and 21 relate to the defined contribution plan. Section 18
authorizes an employer to make additional contributions to the plan for an
employee. This provision is added since it is Intended to be the same type
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~ of benefit that is being requested in the Main System. Section 19 is to add

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

Mr. Chairman, members of the committee, PERS would appreciate your
support of the SB 2058. This completes my testimony
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