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September 19, 2012
Via E-mail

Senator Dick Dever, Chairman
Employee Benefits Programs Committee
c/o Jeff Nelson

ND Legislative Council

State Capitol

600 East Boulevard

Bismarck, ND 58505-0360

Re:  Technical Comments on Draft Bill 43
Dear Senator Dever:

The following presents our analysis of the proposed changes found in Draft Bill 43 (Bill Draft
13.0043.02000) that would modify the expiration of the increase in required contributions for
both employers and members of the Teachers’ Fund for Retirement (TFFR).

Summary

The contribution rates, percentage per annum of'the teacher’s salary, required for employers
and TFFR members are shown below: -

Period Employer | Member |  Total

Current through June 30, 2012 8.75% 7.75% 16.50%
July 1, 2012 through June 30,2014 |  10.75% 9.75% 20.50%
Beginning July 1, 2014 12.75% 11.75% 24.50%

As under present law, the higher contributions are not intended to be permanent. Both employer
and member rates would revert to 7.75% on the July 1** following the first valuation showing
that the funded ratio, as measured by the ratio of the actuarial value of assets to the actuarial
accrued liability, equals or exceeds 90%. The proposed legislation would increase this trigger
funded ratio for contribution reversion from 90% to 100%.
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Actuarial Analysis

Based on the actuarial analysis, this bill would not have an actuarial impact on the TFFR’s
liability immediately. It would increase the funded status of the plan starting in 2033 by
deferring thé contribution reversion to 7.75% from 2032 until 2038. Exhibits I, I and ITI show
30-year projections of funded status, employer contribution rate, and member contribution rate.
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Exhibit I

Projection of Funded Status
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Exhibit I1

Projection of Employer Contribution Rate
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Exhibit III

Projection of Employee Contribution Rate
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