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RETIREMENT SYSTEM
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PUBLIC EMPLOYEES RETIREMENT PROGRAMS - HISTORY ND PER{

This memorandum reviews the rationale for estab-
lishing @ ‘public employees (etirament plan, the
reasons for converting the plan from a defined contri-
bution plan-to 8 defined benefit plap, changes that
were mada in ihe defined contribution plan between
1966 and 1977, and benefit enhancements added 1o
the defined bensfit ptan since 1977, The memo-
randum is the result of & guiestion raised by a member
of the Employes Benelits Programs Commitiee at the
commitfee’s February 2, 1998, comsmitee meeting
conceming the cationale for changleg from a maney
purchase or defined contributicn plan 10 a defined
vanafit pien its 1977. o S

DEFINED CONTRIBUTION RETIREMENT
" PLAN4966.77

The 1965 Legistative A y a
defined contribution of mshey purchase plan for public
empioyees,  The Public Empldjees Relrement
System commenced on July 1, 1966. This system
was estabiished to provide a mamber wllr- 9 lymp sum

tetad

payment upon retirement,” - :

As noted it the Retirément ‘Portabiiy Study
submiited lo the Legistative Council's Employee Bene-
fits Progrsris Committee by the Public Employees
Retiramen} System and Office of Ianagement and
Budget, 3 general characteristic of a money purchase
plan is that the cosis of periicipsting empoyers and

Preparod by the Romih Dakota Leglsiative Council
wtaff for the Employee Benefits Programs

Commita®  cronor 1958 ECEIVE
o AYG 14 208

involuntanly for any reason except these, ihe
employee was enlitled to ihg totsl smployee contridu-
non, the vested portion of the employer account, and
eamings therson. The employes gelned 2 vesled
interest In the vesting fund based upon 3 vesling
schedule beginning with 20 percent plus 20 percent
credited eamings after three years of setvice with full
vesting pius 100 percent of credited earings afier 20
years of service, or 15 years of sarvice after 1975,
Within these paramelers, the member's accumulated
retirement moneys were payabls upon termination, If
the employes's sccount balance was significanty
large enough o provide a minimum of $100 per ronth
snnuity, the employse wes able 1o purchase an
annuity through @ vender who was undet coatract with
the retirement board, ' o

The Public Employess Retirement Sysiem was
created by 1965 Senate Bill No. 164. The blif provided
that the Act was designed to pravide for the gencral
welfare of stsie employees. and that the retirement
system was designed to provide for the payment of
benefils to siale employ or to thelr b Jark
thereby -enabling the employees to cate for them-
selves and thelr dependemis. ‘The bill also slated that
the retiremant plan would Improve state employrment,
reduce excessive personnel tumaover, and offer.career
smplayment 1o high-grade man and women,

At the Sepate Industry, Business &nd Labtor
e’ i hearing on the bill, the prime sponsor st

employees are fixed, though individual fits will
vary. Pursiiant to the plan sdopled by the Legisiative
y in 19635, individual retirement ac were

established to receive employer and employee contrl-

butions. A paticlpating full-ime employee contribuied
four percent of that persan's base satary and the
employer contributed four percent of the employee's
selary, Up to:a maximum of 3300, ' These moneys
were disttibuted into three funds—the employes coitrl-
bution werd into the employee fund, three dollars of
every four coltars the-emplayer contributed went inta 2
vesting fund, and the remaining ona dollar wertt to the
administrelive axpense and beneft fund. When an
emgployes lefl stale empioyment. for any reason, that
person was entitied to receive 100 percent of the
amount cantributed from that person’s salary plus
earnings on that amount In additien, the empioyee
could recaive up o 100 percent of the employer
conlibution in tha vesting fund, plus a gercentage of
the interess thereon, if ihe employee retired at age 65
after ary length of service, became permanently and
totally disabled at any age, or died at eny aga. If the
employee faft stale 2smpioyment voluntary or

ficd that the Jegislation would give public employees
an “cpporiunity to plen for thelr reirement and when
they do tetirz they wouid have a sufficient amount of
money lo live and be a part of their community and
reside in their homa and net have to go on welfare as
sc many of our older people de.* An agency director
noted that a tetirement plan would reduce personne!
tumover as slate employment *has been a training
ground for those peopie and they do not stay long in
our state and either go 1o an autlying state or join the
government gervice.”  Finafly, a representalive of &
private pension company noted that the plan would be
of “great advaniage 1o the state from a financial point
of view."

in testimoay before the House Labor Commitiee,
proponisats noted thzt the bill "awards employees for
their years of service,” “will gtiract and retain skified
employees,” "aract betier employses” “will heip
tetain them in the state,” “wil sld in recruiling teained
personnet,” “the individuai can contribete to the retire-
ment himseit,” and will provide “incentives so these
people will sty a lang tme.”




o 1966 to 1977 — NDPERS was

RETIREMENT SYSTEM first established as a Defined
contribution plan
NDPERS was * 1975 — Legislature adopted a

created by the resolution to study PERS for
_y . the purpose of changing to a
1965 Legislative defined benefit plan

Assembly. The e 1977 — PERS was changed to
public a defined benefit plan

| e 1999 — optional defined
Employees contribution plan for non-

Retirement classified state employees
System and DB plan was changed to
commenced on a Hybrid design

July 1, 1966
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NDPERS Active Retirement Members

September 2011
DIVIDE BURKE RENVILLE ~ BOTTINEAU ROLETTE[TOWNER CAVALIER
79 74
218 344 51 66
WILLIAMS ' l | T
MOUNTRAIL | McHENRY | PIERCE RAMSEY
702 WARD SON]
224 162 110 | BEN
. 1,280
98
McKENZIE ‘
McLEAN sHeriDAN WELLS EDDY
184 DUNN | 285 46 119 66 GRIGGS|STEELE| TRAILL
FOSTER
MERCER :
107 | 99 53 22
182
GOLDENBILLINGS S BURLEIGH KIDDER| STUTSMAN SARNES | CASS
VALLE
25 50 35
47 STARK MORTON &271 1172 339 2,820
599 ____1__—_#092
SLOPE HETTINGER| GRANT EMMONS| LOGAN LAMOURE RANSOM
8 68 50 : 208
50 . _ 119
BOWMAN ADAMS| | McINTOSH DICKEY SARGENT
89 37 50 121 ' 66

Qut-of-State — 1,064
Total - 21,043







NDPERS Main System Retirees

September 2011
DIVIDE BURKE RENVILLE .BOTTINEAU ROLETTE[TOWNER CAVALIER PEMBINA
32 . 18 86 58 . 26 80
MOUNTRAIL McHENRY | PIERCE RAMSEY | WALSH
WARD 271
60 42 31| BENSON 166
407
: 25 NELSON| GRAND
, . FORKS
' 46 501
McLEAN sweroay WELLS | EDDY L
DUNN 89 10 33 GRIGGS|STEELE| TRAILL
FOSTER
30 MERCER 18 27 20 62
50
OLDEN BURLEIGH KIDDER| STUTSMAN
LDENBILLINGS OLIVER u H BARNES CASS
VALLE 6 p s
1,405 389
8 STARK MORTON 96 730
225 277
GRANT EMMONS| LOGAN LAMOURE RANSOM RICHLAN
21 34 71 .
18 55 122
BOWMAN ADAM SIouX McINTOSH | DICKEY SARGENT
51 14 9 16 47 10

Out-of-State - 939
Total — 6,960
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NDPERS Retirees

Annual Benefits 2011

DIVIDE BURKE  |genviid  BOTTINEAU ROLETTETOWNER CAVALIER | PEMBINA
$213,931 197,396 .
| $36,322 $801,150 $564,534 $83.11 $307,268 $904,816
WILLIAMS ' :
MOUNTRAIL RAMSEY | WALSH
WARD
$2,027,684 BENSON $2,832,811
$721.803 $1,932,181
’ $5,201,407 NELSON| GRAND
FORKS
McKENZIE :
¢ $413,073| $6,502,027
McLEAN SHERIDA WELLS EDDY
’ $54,881| $322,244 [FOSTER N
MERCER 4\
$130,929 | o
$383,624 A9 $1123,281 $630,61
GOLDE ’ BURLEIGH KIDDER| STUTSMAN
CoLDE BILLINGS |  $268 615 OLIVER "‘ BARNES | CASS
14111,591 $22,836
N
o STARK MORTON $25,189,250| $32,889 | $4,459,455 $1,129,91
5\9 $8,527,104
52,792,742 $3.865,197
| sLopPE HETTINGER| GRANT EMMONS | LOGAN LANMOURE RANSOM
$37,691 $249 644 $180,982 | $229,736 $427,000| ¢,
BOWMAN ADAM 5191,659 SIOUX | 268,332 e e T DICKEY SARGENT
$190,082 $158,288 $84,571 $160,702 $384,589 $89,151
Out-of-State - $10,415,064

Total - $87,724,967






NDPERS Main System Investmeht Returns

Market
B Market
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Stock Market Returns by Calendar Year

2011 Performance Perspective —
History of the U.S. Stock Market
224 Years of Returns

1832 1884 1835 D44

1914 1802 167" 1043
1913 1880 1572 1938
010 1885 4871 1025
1800 1882, 1888 1624
7 1epd tess 1022
1§83 &5 1861 1919
1877 6.'1574 1855 1918
873+ 1570 1845 1001 1997
2004 1800 1857 1844 1808 1095
1973 :’ésg 1866 1040 1807 1001
1067 » 1853 1884 1835 1885 1080
mg#' 1838 1851 1826 1880 1085
1920 1837 184D 1824 1880 1980
LI003 1831 1848 1823 1BAE 1475
1963 1823 1847 1821 1634 1045
1884 1825 1843 1820 1830 1938
1876 1818 5833 1818 1897 1928
1858 1812 1827 1813 1800 1027
1842 4811 1826 18D3 1800 1815 1058 1654
1841 1797 1822 1803 1790 1004 1035 1§a3
1830 © 1706 1816 1802 1708 1862 j004 1882
1835 1705 1815 1703 1704 1850 1870 1E0B 1843
1810 €702 1P05 1701 1700 1832 1883 1RO4 1814

60% 40% 0% 20% 0% 0% 10% 2% 0% 40% 50% O0% 0% 8D%

l ) .
Callan | Knowledge. Experience. Integrity. _ 2012 Capital Market Projections



NDPERS Main System Investment Returns

B Actuarial B Market
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RETIREMENT SYSTEM
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Retire

Main System
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'RETIREMENT - MAIN - 2011

Public Employees Retirement Plan
Chapter 54-52, NDCC

Employer Contribution:
Employee Contribution:

Total Retirement Contributions:

Vesting in Disability Benefit:
Vesting in Retirement Benefit:
Normal Retirement:

Benefit: FAS*.02*YOS

4.12%

 4.00%

8.12%

180 days
36 months
Age 65 or Rule of 85

20



NDPERS Pensions In Force
Monthly Benefit - July 1, 2011

<$200 $200- $400- $800- $1400- $2400+
$399 $799 $1399 $2399

Main System, Judges, Guard, and Law Enforcement Plans

21



Ade

Hybrid Plan/Defined Benefit Plans
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Our Challenge

To reverse the funding trend
To stabilize the funds "

To establish a positive trend going forward

24



Jan 2012 Jan 2013 Jan 2014 Jan 2015

2% 2% 2% 2%
2%
4%
6%

8%

18/24 6/24 0/18 0/6

Months increase effective for 2011-2013/ Months effective for 2013-2015

2015 and beyond 100% effective










18 states increased
pension confribution
requirements ...

& for all current state
employees who fall
under a statewide

- retirement plan

g

25 for some current
state employees

12 states reduced the
automatic cost-of-living
adjustment on benefits . ..

for those already
retired, and for alf
current employees
. who fall under a
statewide - -
retirement plan

o |
LI

for some current
state employees
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Jan 2012 Jan 2013 Jan 2014 Jan 2015
2% 2% 2% 2%

2%

4%

6%
Considered next
session

8%

18/24 6/24 0/18 0/6

Months increase effective for 2011-2013/ Months effective for 2013-2015

2015 and beyond 100% effective
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2011 Investment Return

e

1%
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60%

10
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Our Challenge

_To stabilize the

funds
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North Dakota PERS - Main System

Projected Funded Ratio — Actuarial Value of Assets to Actuarial Accrued Liability

Actuarial Value of Assets to the Actuarial Accrued Liability
Increase Contribution Rate an Additional 2.00% in 2014 and 2015
(Market Return After FYE 2012 Always 8.0%)

100% 8%

90%

80%

70% - 2011112

Investment Return
o 60%
©
% 50%

3
S 40% —0%
L

30%

20%

10%

0% LI 1 T 1 T
2011 2016 ' 2021 2026 2031 2036

Valuation Date (7/1)



-Our Challenge

To reverse the funding trend
To stabilize the funds

To establish a plositive trend going forward
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AN

PERS Defined Contribution Plan
“HALLENGE
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» DEFINED CONTRIBUTION PLAN

playocs Rzizrmwrl Svste

PERS Defined
Contribution
Plan

AN

3

AP 3 )
MORTH DAKOTA PUBLIC EMPLOYEES RETIREMENT SYSTEM

EFFECTIVE AUGYST 1, 2011 TO JULY 31, 2013
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Our Challenge

To reverse the funding trend
To stabilize the funds

To establish a positive position going forward
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Our Challenge

To reverse the funding trend
To stabilize the funds

To establish a positive position going
forward
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Jan 2012 Jan 2013 Jan 2014 Jan 2015

2% 2% 2% | 2%

2%

4%

6% _
Considered next

8% ]
session

18/24 6/24 0/18 - 0/6

Months increase effective for 2011-2013/ Months effective for 2013-2015

2015 and beyond 100% effective
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4

$ 9,316,036

proyer :
e e

9,316,036 | $18,632,071 | $ 18,632,071
S 132,243 132,243 264,487. S 264,487
$ 170,395 170,395 340,791 | S 340,791
S 373,890 373,890 747,781 | S 747,781

Total

General Fund

48




THANK YOU





