NDPERS BOARD PLANNING MEETING
Agenda o BEREE

December 16, 2009 Time: 9:00 AM

I. Review of NDPERS Programs and Legislative Considerations
A. Group Insurance
B. Retirement Plans
C. Other

II. Pharmacy Benefit Manager RFP — Sparb (Board Action)

[ll. Group Insurance Consultant RFP — Sparb (Board Action)
IV.Segal Contract — Sparb (Board Action)
V. Fidelity Contract — Sparb (Board Action)

VI.Administrative Rules — Deb Knudsen (Board Action)

Lunch will begin at 11:30
Pictures will begin at noon

Any individual requiring an auxiliary aid or service must contact the NDPERS ADA
Coordinator at 328-3900, at least 5 business days before the scheduled meeting.




North Dakota Sparb Collins
Public Employees Retirement System Executive Director

400 East Broadway, Suite 505 e Box 1657 (701) 328-3900
Bismarck, North Dakota 58502-1657 1-800-803-7377

FAX: (701) 328-3920 ¢ EMAIL: NDPERS-info@nd.gov e www.nd.gov/ndpers

WMemorandum

TO: PERS Board

FROM: Sparb

DATE: December 9, 2009
SUBJECT: PERS Program Review

During this part of the meeting we will do our biennial review of the PERS programs.
Specifically we will focus on the challenges facing us in our retirement programs and the
health plan. As in the past, | will do a PowerPoint review of the issues which will be followed

by Board discussion.

We will be having lunch at the leadership center as we have done in the past. And, this year
individual and a group pictures will be taken of the Board.



North Dakota Sparb Collins

Public Employees Retirement System Executive Director
400 East Broadway, Suite 505 e Box 1657 (701) 328-3900
Bismarck, North Dakota 58502-1657 1-800-803-7377

FAX: (701) 328-3920 ¢ EMAIL: NDPERS-info@nd.gov e www.nd.gov/ndpers

WMemorandum

TO: PERS Board

FROM: Sparb

DATE: December 9, 2009
SUBJECT: Group Insurance Consultant

RFP’s for the group insurance consultant are due December 10". Staff is going to try and
get the proposals reviewed prior to the Board meeting. If we are able to complete our

assessment, we will present to you at the meeting for your consideration.
Proposals were sent to the firms in the consultant listing.

We received the questions on the RFP and provided the answers on December 4™
(attached).



North Dakota Sparb Collins

Public Employees Retirement System Executive Director
400 East Broadway, Suite 505 e Box 1657 (701) 328-3900
Bismarck, North Dakota 58502-1657 1-800-803-7377

FAX: (701) 328-3920 ¢ EMAIL: NDPERS-info@nd.gov e www.nd.gov/ndpers

WMemorandum

TO: PERS Board
FROM: Sparb

DATE: December 9, 2009
SUBJECT: Segal Contract

Attached please find for your approval the contract with Segal to do the 401(a) and 457 Bid.
This was awarded to Segal this fall after doing an RFP. The attached contract reflects our

decision to move back completion of the project by one year.

Aaron has reviewed the contract and approves it as to form. He will be at the meeting to

answer questions.

Board Action Requested

Approve the attached contract



SECTION VIl - AGREEMENT FOR SERVICES

Contractor’s proposal constitutes a formal offer to provide services to the North Dakota Public
Employees Retirement System (NDPERS). The terms of this Contract, the RFP and the proposal
shall constitute the consulting services agreement (“Agreement”).

Contractor (Segal Advisors) and NDPERS agree to the following:

1)

2)

3)

4)

5)

6)

7)

8)

9)

10)

SCOPE OF SERVICES: Contractor agrees to provide the above-accepted service(s) as
specified in the RFP and proposal. The terms and conditions of the RFP and the proposal
are hereby incorporated as part of the Contract.

TERM: The term of this contract shall commence on October 1, 2009 and continue
through July 30, 2011.

FEES: NDPERS shall only pay pursuant to the terms in the proposal and RFP.

BILLINGS: The Contractor shall receive payment from NDPERS upon the completion of
the services identified under this Agreement.

TERMINATION: Either party may terminate this agreement with respect to tasks yet to be
performed with thirty (30) days written notice mailed to the other party.

EMPLOYMENT STATUS: The Contractor acknowledges that any services performed in
connection with the Contractor’s duties and obligations, as created and provided for in this
agreement, are performed in the capacity of an independent contractor. At no time during
the performing of services as required by this contract will the Contractor be considered an
employee of the State of North Dakota.

SUBCONTRACTS: Subcontractors to the Contractor shall be considered agents of the
Contractor and agree to provide services as specified in the proposal and RFP.

ACCESS TO RECORDS: PERS agrees that all participation by its members and their
dependents in programs hereunder is confidential. The Contractor shall not disclose any
individual employee or dependent information to the covered agency or its' representatives
without the prior written consent of the employee or family member. The Contractor will
have exclusive control over the direction and guidance of the persons rendering services
under this agreement. The Contractor agrees to keep confidential all PERS information
obtained in the course of delivering services.

OWNERSHIP OF WORK PRODUCT: All work products of the Contractor, including but not
limited to, data, documents, drawings, estimates and actuarial calculations which are
provided to NDPERS under this agreement are the exclusive property of NDPERS.
Notwithstanding the foregoing, the Contractor shall retain the right, title and interest to its
pre-existing proprietary software, techniques, methodologies and report formats.

APPLICABLE LAW AND VENUE: This agreement shall be governed by and construed in
accordance with the laws of the State of North Dakota. Any action to enforce this contract
must be brought in the District Court of Burleigh County, North Dakota. Unless otherwise
prohibited by law from doing so, each party knowingly waives the right to a jury trial and




11)

12)

13)

agrees that any dispute arising out of this Agreement shall be heard and determined by a
judge without a jury.

MERGER AND MODIFICATION: This contract, the RFP and the proposal shall constitute
the entire agreement between the parties. In the event of any inconsistency or conflict
among the documents making up this agreement, the documents must control in this
order of precedence: First — the terms of this Contract, as may be amended and Second
- the state’s Request for Proposal and Third — Contractor’s Proposal. No waiver,
consent, modification or change of terms of this agreement shall bind either party unless in
writing and signed by both parties. Such waiver, consent, modification or change, if made,
shall be effective only in the specific instances and for the specific purpose given. There
are no understandings, agreements, or representations, oral or written, not specified herein
regarding this agreement.

INDEMNITY: Contractor agrees to defend, indemnify, and hold harmless the state of
North Dakota, its agencies, officers and employees (State), from and against claims
based on the vicarious liability of the State or its agents, but not against claims based on
the State’s contributory negligence, comparative and/or contributory negligence or fault,
sole negligence, or intentional misconduct. This obligation to defend, indemnify, and hold
harmless does not extend to professional liability claims arising from professional errors
and omissions. The legal defense provided by Contractor to the State under this
provision must be free of any conflicts of interest, even if retention of separate legal
counsel for the State is necessary. Contractor also agrees to defend, indemnify, and
hold the State harmless for all costs, expenses and reasonable attorneys' fees incurred if
the State prevails in an action against Contractor in establishing and litigating the
indemnification coverage provided herein. This obligation shall continue after the
termination of this agreement.

INSURANCE: Contractor shall secure and keep in force during the term of this
agreement, from insurance companies, government self-insurance pools or government
self-retention funds, authorized to do business in North Dakota, the following insurance
coverages:

1) Commercial general liability, including premises or operations, contractual, and
products or completed operations coverages (if applicable), with minimum liability
limits of $250,000 per person and $1,000,000 per occurrence.

2) Professional errors and omissions, with minimum liability limits of $1,000,000 per
occurrence and in the aggregate. Any renewal or replacement policies obtained by
Contactor shall contain a Full Prior Acts provision.

3) Automobile liability, including Owned, Hired and Non-Owned automobiles, with
minimum liability limits of $250,000 per person and $500,000 per occurrence.

4) Workers compensation coverage meeting all statutory requirements.

The insurance coverages listed above must meet the following additional requirements:

1) Any deductible or self-insured retention amount or other similar obligation under the
policies shall be the sole responsibility of the Contractor.

2) This insurance may be in policy or policies of insurance, primary and excess,
including the so-called umbrella or catastrophe form and must be placed with insurers
rated “A-" or better by A.M. Best Company, Inc., provided any excess policy follows
form for coverage. Less than an “A-" rating must be approved by the State. The
policies shall be in form and terms approved by the State.



14)

15)

3) The insurance required in this agreement, through a policy or endorsement, shall
include a provision that the policy and endorsements may not be canceled or modified
without endeavoring to provide thirty (30) days’ prior written notice to the undersigned
State representative.

4) The Contractor shall furnish a certificate of insurance to the undersigned State
representative prior to commencement of this agreement.

5) Failure to provide insurance as required in this agreement is a material breach of
contract entitling State to terminate this agreement immediately.

SEVERABILITY: If any term in this contract is declared by a court having jurisdiction to be
illegal or unenforceable, the validity of the remaining terms must not be affected, and, if
possible, the rights and obligations of the parties are to be construed and enforced as if the
contract did not contain that term.

MISCELLANEOUS - NDPERS agrees to provide, or instruct its staff accountants,

consultants, actuaries, trustees, investment advisors and managers, and legal counsel (the
“Other Professionals”) to provide the Contractor with any and all necessary and appropriate
information, including accounting reports and plan documents, as requested by the
Contractor from time to time.

NDPERS agrees and understands that in providing its services under the Agreement, the
Contractor will rely on the information provided by NDPERS and the Other Professionals.
The Contractor shall not be required to verify or audit any information so obtained and shall
not do so, unless it has agreed to do so under a supplementary written agreement.

The Contractor’s advice to NDPERS pursuant to this Agreement is limited to providing
data, analysis of such data, reports and recommendations. NDPERS retains absolute
discretion over, and responsibility for, deciding what, if any, action to take with respect to
any report or recommendation and for the implementation of any such decisions. The
Contractor will make its recommendations and prepare its reports based upon information
obtained by it from a wide variety of public and private sources, including, in the case of
investment managers, copies of their Form ADVs and periodic questionnaires, and
commercially marketed databases in which investment managers participate. Although the
information collected by the Contractor is believed to be reliable, the Contractor cannot
verify or guarantee the accuracy or validity of such information or the uniformity of the
manner in which such information was prepared. NDPERS understands that the prior
performance of an investment manager or a mutual fund is not necessarily indicative of
such investment manager or mutual fund’s future results.

If NDPERS requests that the Contractor provide assistance in the selection of an
investment manager, commingled investment fund or a mutual fund, the Contractor may
recommend investment managers or mutual funds which appear to be suitable for
NDPERS. The Contractor shall not be liable for the conduct or investment performance of
any investment manager, investment fund or mutual fund recommended by the Contractor
and selected by NDPERS.

The Contractor shall have only those responsibilities set forth in the Agreement and shalll
have no responsibility to manage NDPERS' assets or exercise any investment discretion
with respect to NDPERS'’ assets. In addition, the Contractor and its employees shall not be
responsible for rendering any legal advice to NDPERS or prepare for NDPERS any legal,



accounting or actuarial document.

NDPERS acknowledges that the Contractor’'s recommendations (i) are not binding on
NDPERS and (ii) should not serve as a primary basis for decisions with respect to the
investment and management of NDPERS’ assets.

The Contractor is registered with the Securities and Exchange Commission (“SEC”) and
files a disclosure statement (Form ADV) with the SEC. NDPERS acknowledges that not
less than forty-eight (48) hours prior to entering into this Agreement it has received copies
of Part Il of the ADV for the Contractor, as amended to date, or a separate brochure which
the Contractor represents contains the same information as is in such Part Il or should
NDPERS acknowledge receipt of the Form ADV Part Il at upon execution of this
Agreement, NDPERS had five (5) days to cancel the Agreement.

In response to NDPERS’ RFP, the Contractor has provided the NDPERS with a written
disclosure about its potential conflicts of interest, which includes information about any
material financial, referral or other relationships or arrangements (including any such
relationship or arrangement with investment managers or other service providers to
NDPERS) that create or may create a conflict of interest for the Contractor and also
describes the policies and procedures that the Contractor has in place to address these
potential conflicts of interest. NDPERS acknowledges that it has received confirmation that
there are no conflicts of interest from the Contractor as a response to NDPERS RFP
guestion regarding same. If during the term of this Agreement the Contractor selects or
recommends any investment manager or other service provider for NDPERS where there
exists a compensation or business relationship or arrangement between such investment
manager or service provider and the Contractor, the Contractor will disclose such
relationship and any conflicts that may be created. In any situation in which the interests of
NDPERS may be in material conflict with the interests of the Contractor or with those of
other clients of the Contractor, the Contractor will immediately inform NDPERS of these
conflicts.

The Contractor has adopted a written code of ethics and other policies and procedures
designed to avoid violations of the Advisers Act. A copy of these policies will be provided to
NDPERS upon request.



IN WITNESS WHEREOF, Contractor and NDPERS have executed this Agreement as of
the date first written above.

NORTH DAKOTA PUBLIC

EMPLOYEES RETIREMENT SYSTEM CONTRACTOR
By: By:
WITNESS: WITNESS:




North Dakota Sparb Collins

Public Employees Retirement System Executive Director
400 East Broadway, Suite 505 e Box 1657 (701) 328-3900
Bismarck, North Dakota 58502-1657 1-800-803-7377

FAX: (701) 328-3920 ¢ EMAIL: NDPERS-info@nd.gov e www.nd.gov/ndpers

WMemorandum

TO: PERS Board
FROM: Sparb

DATE: December 9, 2009
SUBJECT: Fidelity Contract

Attached are the contract extension amendments with Fidelity. Recently the Board
approved extending the contract with Fidelity for the 401(a) and 457 plans through June 30,
2011. The attached are the contract extensions to implement that decision and has been

reviewed and approved by Aaron. He will be at the meeting to answer questions.

Board Action Requested

Approve the attached contract extensions with Fidelity.



North Dakota Sparb Collins

Public Employees Retirement System Executive Director
400 East Broadway, Suite 505 e Box 1657 (701) 328-3900
Bismarck, North Dakota 58502-1657 1-800-803-7377

FAX: (701) 328-3920 ¢ EMAIL: NDPERS-info@nd.gov e www.nd.gov/ndpers

WMemorandum

TO: PERS Board

FROM: Deb Knudsen

DATE: December 9, 2009
SUBJECT: Administrative Rules Hearing

A hearing soliciting comments for the administrative rules proposed amendments, additions and
deletions was held on Tuesday, November 17 at 11:00 p.m. in the Peace Garden Room at the State
Capitol. There were no members of the public in attendance, only NDPERS staff attended. The
minutes from the hearing are attached as well as the proposed rules and small entity regulatory
analysis and impact statement. The comment period was held open until 5:00 p.m. on December 10,
2007. Staff did not receive any written comment on the rules, however, one telephone call that was
received is documented for the Board’s review. Pursuant to NDCC 28-32-11, an agency must fully
consider all oral and written submissions concerning the rules prior to adoption.

There has been no request for a regulatory analysis or a takings assessment received and the
proposed rules are not anticipated to have a cost impact on the regulated community. However, staff
has reviewed and discussed the questions provided by the Attorney General’s Office regarding small
entity impact analysis as well as economic impact. There were no significant findings to report. In
addition, as NDPERS was the sponsor of the legislation associated with the rule changes, no further
action for sponsor notification purposes was taken.

Staff is requesting the Board's approval to submit the enclosed rules to the Attorney General's Office for
review. Subject to obtaining the Attorney General's approval, staff will then submit the rules to
Legislative Council for final promulgation.

Board Action Requested: Approve proposed rules and authorize staff to submit required materials
to Attorney General’s office and Legislative Council.



Public Hearing Meeting Minutes
Wednesday, November 17, 2009

Peace Garden Room
State Capitol
11:00 A.M.

Staff Present: Ms. Deb Knudsen
Ms. Rebecca Fricke
Ms. Cindy Aaser

Others Present: None

Deb Knudsen called the meeting to order at 11:00 a.m. on Wednesday, November 17, 2009 in
the Peace Garden Room. The public hearing was called for the purpose of allowing all interested
individuals an opportunity to submit information concerning proposed additions, amendments,
and deletions to existing rules in the following chapters in the North Dakota Administrative
code: 71-01 General Administration 71-02 Public Employees Retirement System, 71-03 Uniform
Group Insurance Program, 71-05 Highway Patrol Retirement System, and 71-08 Defined
Contribution Retirement Plan.

Ms. Knudsen indicated that information gathered at the hearing will be transmitted to the Board
of the North Dakota Public Employees Retirement System (NDPERS) for its deliberation and
final decision.

The hearing was opened for comments. No comments were received.
Ms. Knudsen noted that the record will be held open for written comment until the close of

business on December 7, 2009. The hearing was closed at 12:01 p.m.

* One telephone inquiry was received after the hearing and within the written comment period.
It is also enclosed with the other materials submitted for the board’s consideration.



Record of telephone inquiry with Deb Knudsen, NDPERS staff member, for proposed rule changes dated
November 30, 2009

Kim Schwartz 701-227-3159

Ms. Schwartz had two questions for the NDPERS office and indicated she did not wish to submit a
written comment. Record of this conversation is being submitted per the advice of Aaron Webb,
NDPERS attorney.

Her first question was regarding the proposed changes to the “Normal Retirement” definition. She
wanted to know what the purpose of the change was and how it related to the “Rule of 85”. Ms.
Knudsen responded that the change in the administrative rule was for purposes of making language
consistent throughout the administrative rules and that the “Rule of 85” is not impacted, as it is
provided in statute.

Secondly, she indicated that she had heard from a retired member that he had received a letter from
NDPERS telling her his benefits would be reduced in the future due to market losses. Ms. Knudsen
responded that NDPERS had not sent a letter to retirees containing that type of information. However,
information regarding the losses in the stock market has been provided to various groups and it is
possible that the individual made assumptions related to that information. In addition, Ms. Knudsen
recapped Mr. Webb's research regarding potential benefit changes, indicating that Mr. Webb had
found that retiree benefits seemed to be permanent and not subject to future reductions. She
explained it was less clear for individuals that were not retired, but reiterated that court cases
supported sustaining retiree benefit amounts.

Ms. Schwartz indicated her questions had been answered to her satisfaction at this time.



Take notice that the North Dakota Public Employees Retirement System will hold a public
hearing to address proposed additions, amendments and deletions to existing rules in the
following chapters in the North Dakota Administrative Code: 71-01 General Administration 71-
02 Public Employees Retirement System, 71-03 Uniform Group Insurance Program, 71-05
Highway Patrol Retirement System, and 71-08 Defined Contribution Retirement Plan. The
purpose of the proposed revisions is to implement new statutory provisions and update existing
language. Proposed revisions are summarized below. The hearing will be held at 11:00 a.m.
on November 17, 2009 in the Peace Garden room at the State Capitol, 600 East Boulevard
Avenue, Bismarck, North Dakota. The hearing will continue until 12:00 p.m. or until no further
testimony is offered, whichever occurs last. The proposed rule changes are not expected to
have an impact on the regulated community in excess of $50,000. The proposed rules may be
viewed online at www.state.nd.us/ndpers or at the NDPERS office at the following location:

North Dakota Public Employees Retirement System
400 E Broadway, Suite 505

Box 1657

Bismarck, ND 58502

Written comments should be submitted to the above address and will be accepted from
November 17, 2009 through December 7, 2009. A copy of the proposed rules may be obtained
by accessing them on the PERS website at www.state.nd.us/ndpers or by calling the North
Dakota Public Employees Retirement System at 701-328-3900. If you plan to attend the public
hearing and will need special facilities or assistance relating to a disability, please contact the
Public Employees Retirement System at the above address or telephone number at least three
business days prior to the public hearing.

Summary of Proposed Rule Changes
71-01-02-03. Candidate eligibility. Adds members of the defined contribution, highway patrol
and job service retirement systems and clarifies that terminated employees may not serve as an
active elected member of the board.

71-01-02-09. Canvassing rules. Provides provisions for an invalid election, should one occur.

71-02-01-01(14). Definitions. Clarifies the definition for Normal Retirement Age as age 65 for
all plans except National Guard and Law Enforcement which is age 55.

71-02-03-02.2. (6) Payment. Sets minimum payment amount pertaining to payments for
service purchases and establishes maximum payment schedule of 10 years pursuant to board
agenda item II.D.

71-02-03-02.4. Crediting purchased or repurchased service. Revises provisions for crediting
service pursuant to board agenda item II.D.

71-02-03-07. Employer purchase of service credit or sick leave program. Clarifies deadline
for employer paid purchases of service in the main retirement system.

71-02-04-02. Special retirement options - Application. Establishes process and timeframe
for benefit change in the event the receiver has direct deposit.



71-02-04-03. Payment Date — Retirement benefits. Provides additional terminology for
description of retirement benefits.

71-02-04-04. Optional Benefits. Provides additional terminology for description of optional
retirement benefits and removes descriptive language for Level Social Security Option, Partial
Lump Sum Option and Deferred Normal Retirement Option. Removes requirement that benefit
payment be greater than $100 to select Level Social Security Option.

71-02-04-04.1. Benefit Modifications. Establishes benefit modifications specific to the Level
Social Security Option, Partial Lump Sum Option, Deferred Normal Retirement Option and
Graduated Benefit Option.

71-02-04-07. Amount of early retirement benefit. Updates terminology to mirror terminology
in benefit processing administration.

71-02-04-10. (3) (4) Erroneous payment of Benefits — Overpayments. Modifies repayment
provisions for collecting overpayment of benefits.

71-02-05-07.1(1) One hundred percent joint survivor benefit. Provides updated terminology
for single life option.

71-02-05-09. Interest accrual on accumulated contributions for disabled annuitants.
Provides further information regarding interest accrual after receiving a disability pension.

71-02-06-01. Conditions for return. Provides clarification for contributions to be returned to
non-vested members upon termination if their account is less than $1000, in compliance with
federal requirements.

71-02-07-02. Return to service - Retired member. Revises provisions regarding benefit
calculation procedure for when retired members return to work.

71-02-11-04. Payment. Modifies process for crediting purchased eligible military service credit.

71-03-03-01. Enrollment. Updates language for consistency purposes in the group health
insurance plan.

71-03-04-01. Employer contribution. Adds language to clarify that employer contribution is
not payable if employee terminates prior to effective date of coverage in the group insurance
plan.

71-03-04-05. Premium for basic term life insurance. Removes language referring to political
subdivisions regarding the payment of full premium for life insurance.

71-03-05-05. Appeal process. Corrects terminology.

71-03-05-08. Erroneous payment of premiums — Underpayments. Removes language
pertaining to maximum repayment period.



71-03-06-01. Enrollment. Updates language for consistency purposes in the group heath
insurance plan. Also, removes language relating to eligibility of employees that are employed
with a political subdivision that does not offer a group health insurance plan.

71-03-06-02. Late Enrollment. Removes redundant language.

71-03-06-03. Open enrollment for certain qualifying events. Changes terminology from
“open” enroliment to “special” enrollment.

71-03-06-05. Continuation of health benefits for dependents. Removes redundant
language.

71-03-06-08. Employee contribution. Removes unnecessary language pertaining to payment
of employee contributions.

71-03-07-01. Employer contribution. Clarifies terms for payment of employer contribution.

71-03-07-02. Information to employee. Provides that the employer will provide pertinent
information to all employees regarding coverage rights, not just “eligible” employees.

71-03-07-03. Collecting employee contributions. Updates language to provide that the
employer may specify the method for collection of any employer premium contribution.

71-03-07-05. Premium for basic term life insurance. Updates language for consistency
purposes.

71-04-01-01. Definitions. Updates language regarding designating of beneficiaries in the 457
plan as well as clarifies terminology pertaining to the retirement board.

71-04-03-02. Effective date of deferrals. Updates language for consistency purposes.

71-04-03-05. Unforeseeable emergency. Eliminates the term “partial” regarding emergency
withdrawals.

71-04-03-06. Termination of participation. Updates language for consistency purposes.

71-04-04. Retirement board responsibilities. Updates chapter terminology referring to
retirement board for consistency purposes

71-04-04-04. Employer agreement. Updates language for consistency purposes

71-04-04-05. Payroll deduction authorization. Updates language for clarity and consistency
purposes

71-04-06. Provider responsibilities. Updates chapter terminology referring to retirement board
for consistency purposes

71-04-06-02. Administrative agreement. Updates language for clarity and consistency
purposes



71-04-06-09. Benefit payments. Updates language for clarity and consistency purposes.

71-04-06-12. Provider suspension - Employee account transfers. Updates language for
clarity and consistency purposes

71-05-02-05. Interest accrued on accumulated contributions for disabled annuitants.
Provides further information regarding interest accrual after receiving a disability pension.

71-05-04-04. Payment. Provides for minimum payment provisions for service purchases in the
highway patrol retirement system and establishes maximum payment schedule of 10 years
pursuant to board agenda item II.D.

71-05-04-06. Crediting purchased or repurchased service. Revises provisions for crediting
service in the highway patrol retirement fund.

71-05-04-09. Employer purchase of service credit or sick leave program Clarifies payment
deadline for employer paid purchases of service in the highway patrol retirement system.

71-05-05-02. Special retirement options - application. Establishes process and timeframe for
benefit change in the event the receiver has direct deposit in the highway patrol fund.

71-05-05-04. Optional benefits. Removes descriptive language for Partial Lump sum option
and deferred normal retirement option in the highway patrol fund.

71-05-05-04.1 Benefit Modifications. Establishes the benefit modifications specific to the
Partial Lump Sum option, Deferred normal retirement option and graduated benefit option.

71-05-05-07. Amount of early retirement benefit. Updates terminology to mirror terminology
in benefit processing administration.

71-05-05-10. Erroneous payment of benefits — Overpayments. Provides additional guidance
in the course of correcting overpayment of benefits in the highway patrol fund.

71-05-06-01. Return of contributions - Conditions for return. Provides clarification for
contributions to be returned to non-vested members upon termination from the highway patrol
fund if their account balance is less than $1,000, in compliance with federal requirements.

71-05-07-01. Return to Service. Revises provisions regarding benefit calculation procedure
for when retired members return to work in the highway patrol fund.

71-06-01-02. Calculation of retiree health insurance credit. Revises references to century
code due to previous changes made.

71-08-06-04. Cost. Modifies process for crediting of purchased eligible military service and
clarifies that most recent employer will be billed.

71-08-07-01. Additional employer contributions. Clarifies deadline for employer paid
purchases of service in the main retirement system in the defined contribution system.



SMALL ENTITY REGULATORY ANALYSIS

1. Was establishment of less stringent compliance or reporting requirements for small
entities considered? NDPERS has limited reporting requirements that relate to benefit
contributions and benefit accruals. These are standard for all employers. To what result?
Reporting requirements must be applied consistently to ensure a uniform benefit is provided.

2. Was establishment of less stringent schedules or deadlines for compliance or reporting
requirements considered for small entities? As discussed above, uniform requirements are
necessary to maintain continuity of benefits.

To what result? Continuity of benefits is sustained.

3. Was consolidation or simplification of compliance or reporting requirements for small
entities considered? Please see responses above.
To what result?

4. Were performance standards established for small entities for replacement design or
operational standards required in the proposed rule? Our rules do not provide for performance
standards or replacement design for either large or small employer entities.

To what result? N/A

5. Was exemption of small entities from all or any part of the requirements in the proposed
rule considered? No, again uniformity is necessary for continuity of benefits.
To what result? Continuity of benefits is sustained.

Completed by NDPERS staff 9/8/2009



Deb,

This email is in response to questions you submitted regarding the administrative rules process. You requested
that | review what would need to accompany the rules. Upon reviewing the rules and the Administrative Rules
Manual, it is my opinion that NDPERS would need to file a Small Entity Regulatory Analysis, but would not need to
complete a Regulatory Analysis, Takings Assessment or a Small Entity Economic Impact Statement.

Regulatory Analysis — only needs to be completed if within 20 days after the last published notice of the
proposed rule hearing, a written request for an analysis is filed by the Governor or a member of the
Legislative Assembly or if the proposed rule is expected to have an impact on the regulated community in
excess of $50,000.

Takings Assessment — only needs to be completed if the proposed rule may limit the use of private real
property.

Small Entity Economic Impact Statement — Must be completed if the proposed rule may have an adverse
economic impact on small entities. (upon reviewing the rules, | do not see any adverse financial impacts
that will be visited on small entities as a result of these rule changes, in fact, it appears that a few of the

proposed PERS rules could have a positive economic impact on these entities.)

If you need anything else, just let me know.

Aaron K. Webb

Assistant Attorney General
State Capitol

600 E. Blvd. Ave. Dept 125
Bismarck, ND 58505-0040
701 328 3148

701 328 2226 fax
awebb@nd.gov



Section 71-01-02-03 is amended as follows:

71-01-02-03. Candidate eligibility.

1. Any active participating member employee, members of the defined

contribution retirement plan, the highway patrol retirement system and the job

service retirement plan are eligible to serve as an elected member of the

board in accordance with subsection 4 of North Dakota Century Code
section 54-52-03, may become a candidate for election to the board.
A department or political subdivision may not be represented by more

than one elected member. Employees who have terminated their

employment for whatever reason are not eligible to serve as an active elected

member of the board.

2. Any person, as of April fifteenth of the election year, who has accepted
a retirement allowance or who is eligible to receive deferred vested
retirement benefits, may become a candidate for the retiree member
to the board.

History: Effective April 1, 1992; amended effective July 1, 1994; July 1, 2000;
April 1, 2008, , 2010

General Authority: NDCC 54-52-04, 54-52-17(5)

Law Implemented: NDCC 54-52-03

A new subsection 8 is added to Section 71-01-02-09 as follows:

71-01-02-09. Canvassing rules.

1. Ballot counting by election committee members or their authorized

representatives will commence at nine a.m. on the third Monday of
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2.

June and will continue until complete.

Each candidate may have one overseer present at the canvassing who
may examine each ballot as to its sufficiency after the canvassers have
completed the canvassing of all ballots. No overseer may possess

a pen, pencil, or other device which could be considered capable of

altering a ballot in any manner.

. A candidate may act as his or her overseer. If a candidate wishes to

designate a representative to act as his or her overseer, that candidate
must provide a written authorization, duly witnessed, to the election
committee at the canvassing. An overseer may act on behalf of more
than one candidate; however, each person must show the required

authorization from each candidate represented.

. The overseer may question the decision of the canvassers regarding a

ballot after completion of the canvassing. If questioned, the comments
of an overseer will be heard. The canvassers will then vote regarding

the acceptability of the ballot with the majority vote ruling.

. A ballot is not valid where the number of votes on the ballot exceeds

the number of vacancies in the election. A ballot that does not, in the
opinion of a majority of the canvassers, show a clear indication of the

voter’s intention, may not be counted.

. If the percentage of votes received by the candidate receiving the

highest number of votes is less than one percent more than the votes
received by the candidate receiving the next highest number of votes,

the board shall order a recount.

. Tie votes will be determined by a coin toss. If this procedure is
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necessary, the election committee will establish and notify the tied

candidates of the procedure and location for resolving the tie.

8. If the committee should determine that the outcome of the election has been

compromised for any reason, the committee may determine the election to be

invalid. If the election is determined to be invalid, the committee shall call for a

new election with a new election schedule.

History: Effective April 1, 1992; amended effective April 1, 2008, , 2010
General Authority: NDCC 54-52-04
Law Implemented: NDCC 54-52-03

Subsection 14 of Section 71-02-01-01 is amended as follows:

CHAPTER 71-02-01
DEFINITIONS

71-02-01-01. Definitions. As used in North Dakota Century Code chapter 54-52 and
this article:

1. "Accumulated contributions" means the total of all of the following:

a. The employee account fund balance accumulated under the prior plan as of June 30,
1977.

b. The vested portion of the employee’s "vesting fund" accumulated under the prior plan
as of June 30, 1977.

c. The member’'s mandatory contributions made after July 1, 1977.

d. The member’s vested employer contributions made after January 1, 2000, pursuant
to North Dakota Century Code section 54-52-11.1.

e. The interest on the sums determined under subdivisions a, b, ¢, and d, compounded
annually at the rate of five percent from July 1, 1977, to June 30, 1981, six percent from

July 1, 1981, through June 30, 1986, and one-half of one percent less than the actuarial
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interest assumption from July 1, 1986, to the member’s termination of employment or
retirement.

f. The sum of any employee purchase or repurchase payments.

2. "Actuarial equivalent" means a benefit calculated to be of equal value to the benefit
otherwise payable when computed on the basis of assumptions and methods adopted
for this purpose by the board.

3. "Alternative retirement system" means the teachers’ fund for retirement, the highway
patrolmen’s retirement system, and the teachers’ insurance and annuity association of
America.

4. "Beneficiary" means any person in receipt of a benefit provided by this plan or any
person designated by a participating member to receive benefits.

5. "Bonus" means cash compensation for services performed in addition to base salary
excluding commission and shift differentials. Bonus does not include lump sum
payments of sick leave provided under North Dakota Century Code section 54-06-14 or
lump sum payments of annual leave or vacation pay.

6. "Claim" means the right to receive a monthly retirement allowance, the receiving of a
retirement allowance, or the receiving of a disability benefit.

7. "Continuously employed" means any period of employment uninterrupted by
voluntary or involuntary termination or discharge. A member who has taken a leave of
absence approved by the member’s employer, not to exceed a year unless approved by
the executive director, and returns to employment shall be regarded as continuously
employed for the period.

8. "Contribution" means the payment into the fund as a percentage of the salary of a
member.

9. "Correctional officer" means a person who has completed a correctional officer
course approved or certified by the North Dakota department of corrections and
rehabilitation and is employed by a correctional facility as defined in North Dakota
Century Code chapter 12-44.1.

10. "County judge" means a judge who was elected pursuant to North Dakota Century

Code section 27-07.1-01 or an individual holding the position of county judge, county
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justice, or judge of county court prior to the general election in 1982, who meets all the
eligibility requirements established under North Dakota Century Code chapter 54-52.
11. "Interruption of employment" is when an individual is inducted (enlists or is ordered
or called to active duty into the armed forces of the United States) and leaves an
employment position with a state agency or political subdivision, other than a temporary
position. The individual must have left employment to enter active duty and must make
application in accordance with the Uniformed Services Employment and Reemployment
Rights Act.

12. "Leave of absence" means the period of time up to one year for which an individual
may be absent from covered employment without being terminated. At the executive
director’s discretion, the leave of absence may be extended not to exceed two years, or
indefinitely if the leave of absence is due to interruption of employment.

13. "Medical consultant" means a person or committee appointed by the board of the
North Dakota public employees retirement system to evaluate medical information
submitted in relation to disability applications, recertifications, and rehabilitation
programs or other such duties as assigned by the board.

14. "Normal retirement age", except for members of the national guard and law

enforcement, means age sixty-five exeeptas unless otherwise provided. For members

of the national guard and law enforcement, normal retirement age means age 55,

unless other wise provided.

History: Amended effective September 1, 1982; November 1, 1990; September 1,
1991; January 1, 1992; September 1, 1992; June 1, 1993; July 1, 1994; June 1,
1996; July 1, 2000; April 1, 2002; May 1, 2004; July 1, 2006, , 2010
General Authority: NDCC 54-52-04

Law Implemented: NDCC 54-52

Subsections 2 and 6 of Section 71-02-03-02.2 are amended as follows:

71-02-03-02.2. Payment. The total dollar amount for the purchase or

repurchase may be paid in a lump sum or on a monthly, quarterly, semiannual,
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or annual basis. Payments may be subject to contribution limitations established
under 26 U.S.C. 415. Payments must begin within ninety days of the date the
written cost confirmation is prepared. If the installment method is used, the

following conditions apply:

1. Simple interest at the actuarial rate of return must accrue monthly on the
unpaid balance. Interest is calculated from the fifteenth of each month.
2. The installment schedule may extend fer-asHtenrg-as while the employee is

employed by a participating employer but for no longer than a 15 year time

period.

3. Installment payments may be made by a payroll deduction where
available. However, it is the responsibility of the member to initiate and
terminate the payroll deduction.

4. Payments may only be received until the fifteenth of the month following

the month of the member’s termination date with a participating employer.

5. Payments are due by the fifteenth of the month to be credited for the
month.
0. Payments must be greater or equal to fifty dollars per month, large enough

to pay the current interest plus a portion of principal and an amount

necessary to complete the payment contract within the 15 year time

period.

History: Effective November 1, 1990; amended effective July 1, 1994; June 1,
1996; May 1, 2004; July 1, 2006, , 2010.

General Authority: NDCC 54-52-02.6, 54-52-04, 54-52-17, 54-52-17 .2,
54-52-17.4

Law Implemented: NDCC 54-52-02.6, 54-52-17, 54-52-17.2, 54-52-17 .4

Section 71-02-03-02.4 is amended as follows:
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71-02-03-02.4. Crediting purchased or repurchased service. Service purchased or

repurchased will be credited in the following manner:

once-the-aceountispaidinfull For each month the system receives a

payment towards a purchase contract, the member will earn a proportion

of service credit.

3 For members converting service under the public employees retirement

system to service under the judge’s retirement system, each month of
county judge service under the public employees retirement system will be

converted to one month of judicial service credit. The account balance

from the public employee’s retirement system will be transferred to the

judge’s retirement system account once the contract is paid in full or

closed.

History: Effective November 1, 1990; amended effective July 1, 1994; June 1,
1996; May 1, 2004, , 2010.

General Authority: NDCC 54-52-02.6, 54-52-04, 54-52-17, 54-52-17 .2,
54-52-17.4

Law Implemented: NDCC 54-52-02.6, 54-52-17, 54-52-17.2, 54-52-17 .4

Subsection 6 of section 71-02-03-07 is amended as follows:
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71-02-03-07. Employer purchase of service credit or sick leave program. An
employer may elect to purchase up to five years of service credit for an employee and
purchase an employee’s unused sick leave that meets the requirements of section 71-
02-03-08. Before offering a purchase program to its employees, the employer must
create a program and an employer must document the program in writing and submit a
copy to the public employees retirement system. The governing authority of the
employer shall also submit to the executive director of the public employees retirement

system a letter indicating:

1. The program meets all the requirements of the North Dakota Century

Code.

The program meets all applicable federal requirements.

The employer agrees to remit to the public employees retirement

system a lump sum payment of the cost of the purchase upon being billed.

4. The employer has not given the employee the option of a cash payment in
lieu of the employer purchase.

5. The employer shall clearly specify who is eligible for the program and
indicate if the program is intended to be permanent or will be for a specific
time period only.

6. The employer agrees that all purchases for service credit will be based
upon actuarial cost as determined by the public employees retirement
system and all unused sick leave purchases will be based upon the
computation specified in the North Dakota Century Code. The employer

also agrees that all purchases will be completed no later than the 15th of

the month following the month of the employee’s retirement termination or

sixty days from the date the employer and employee agree to the

purchase, whichever comes first.

History: Effective May 1, 2004; amended effective July 1, 2006; April 1, 2008,

, 2010 .
Page 8 of 56



General Authority: NDCC 54-52-04
Law Implemented: NDCC 54-52-17.4, 54-52-29

Subsections 2 and 3 of section 71-02-04-02 are amended as follows:

71-02-04-02. Special retirement options - Application.

1. A member may elect a retirement option by filing an application with
the office no less than thirty days prior to the beginning date of benefit
payments. An application may be filed later than thirty days if approved by
the executive director upon receiving sufficient evidence that the

application was delayed by the member’s employer.

2. A member may revoke the election of an optional benefit as provided in
subsection 1 and make a new election, if such revocation is received in
writing before the first retirement check is cashed but no later than fifteen
days after the first retirement check has been issued. If the member
changes the member’s election less than fifteen days prior to the named
beginning date of benefits, the first retirement payment may be delayed up
to two months. Any delayed payment must be adjusted to include any

deferred retirement payments. If the member’s first retirement payment is

paid by direct deposit and the member wishes to revoke the election of the

benefit, then the member must immediately notify NDPERS of their

election. The benefit will only be revoked if NDPERS is able to reverse

the direct deposit paid to the bank within the bank reversal window.

3. A member may not revoke the elected benefit after receiving and cashing

the first benefit check or if paid by direct deposit, after the bank reversal

window has expired, unless, the member can provide sufficient evidence

to the executive director that the factual basis by which the election was
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made later proved to be incorrect and such was due in part to

representation or misrepresentations made by the employer or the office.

History: Amended effective November 1, 1990; May 1, 2004, . , 2010
General Authority: NDCC 54-52-04, 54-52-17
Law Implemented: NDCC 54-52-17

Section 71-02-04-03 is amended as follows:

71-02-04-03. Payment date - Retirement benefits. Except for retirement

options provided in section 71-02-04-02, a member’s retirement benefit shall
commence on the first day of the month which follows the member’s eligibility for

the benefit and which is at least thirty days after the date on which the member filed an
application with the office. Notwithstanding any other provision in this article, benefits
must begin no later than April first of the calendar year after the calendar year in which
the member retires or attains the age of seventy and one-half years, whichever is later.
If the member is employed but ineligible for active participation in the retirement plan,
the member’s benefits must begin no later than April first of the calendar year after the
calendar year in which the member attains the age of seventy and one-half years. In the
absence of a retirement application, benefits shall be paid based on a single life, or

normal retirement for judges, payment option. Benefits must be sent to the member’s

last-known address. If the benefit checks are returned with no forwarding information,
the benefits will remain in the fund, and will be distributed in a lump sum retroactive to

the required beginning date upon location of the member.

History: Amended effective November 1, 1990; July 1, 1994; July 1, 2000, ,
2010.

General Authority: NDCC 54-52-04, 54-52-17

Law Implemented: NDCC 54-52-17

Section 71-02-04-04 is amended as follows:
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71-02-04-04. Optional benefits. A member may elect, as provided in section 71-02-04-

02, to receive one of the following optional benefits in lieu of the regular single life, or

normal for judges, retirement benefit.

an

One hundred percent joint and survivor benefit. A member shall
receive an actuarially reduced retirement benefit during the member’s
lifetime and after the member’s death the same amount will be continued
to the member’s surviving spouse during the spouse’s lifetime. The
designated beneficiary is limited to the member’s spouse. Payments of
benefits to a member’s surviving spouse shall be made on the first day of
each month commencing on the first day of the month following the
member’s death, providing the beneficiary has supplied a marriage
certificate and death certificate and is still living. Benefits shall terminate in
the month in which the death of the beneficiary occurs. In the event the
designated beneficiary predeceases the member or, in the event of
divorce, the option shall be canceled and the member’s benefit shall be
returned to the single life amount. Payment of the single life amount shall
commence on the first day of the month following the spouse’s death
providing written notification of death and a death certificate has been

submitted or, in the event of divorce, a photocopy of the divorce decree.

Fifty percent joint and survivor benefit. A member shall receive

actuarially reduced retirement benefit during the member’s lifetime and
after the member’s death one-half the rate of the reduced benefit will be
continued to the member’s surviving spouse during the spouse’s lifetime.
The designated beneficiary is limited to the member’s spouse. Payments
of benefits to a member’s surviving spouse shall be made on the first day

of each month commencing on the first day of the month following the
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member’s death, providing the beneficiary has supplied a marriage
certificate and death certificate and is still living. Benefits shall terminate in
the month in which the death of the beneficiary occurs. In the event the
designated beneficiary predeceases the member or, in the event of
divorce, the option shall be canceled and the member’s benefit shall be
returned to the single life amount. Payment of the single life amount shall
commence on the first day of the month following

the spouse’s death providing written notification of death and a death

certificate has been submitted or, in the event of divorce, a photocopy of

the divorce decree.

Twenty-year or ten-year certain option. A member may elect an
option which is the actuarial equivalent of the member’s normal, early, or
deferred vested retirement pension payable for life with a twenty-year or

ten-year certain feature, as designated by the member.
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History: Amended effective September 1, 1982; November 1, 1990; July 1, 1994,
May 1, 2004; July 1, 2006; April 1, 2008, , 2010.

General Authority: NDCC 54-52-04, 54-52-17

Law Implemented: NDCC 54-52-17

Section 71-02-04-04.1 is created as follows:

71-02-04-04.1. Benefit Modifications. A member may elect as provided in section 71-

02-04-02, to receive one of the following benefit modifications.

1. Level social security option. A member who retires prior to receiving
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social security benefits may elect the level social security option.

Under this option, the member’'s monthly benefit is adjusted so the

combined benefits received from the fund and social security remain level

before, and after, the date social security benefits begin. The adjusted

benefit payable from the fund must be determined on an actuarial

equivalent based on an age no earlier than sixty-two and no later than full

retirement age as specified by the social security administration as chosen

in writing by the member. A member shall submit an estimated benefit

from social security that was computed no more than six months before

commencement of retirement benefits. A member may only select this

option if they have selected to receive a single life/normal retirement

option.

Partial lump sum option. The partial lump sum option will only

be available to members who retire on or after reaching normal

retirement date. This option is an irrevocable election and made

at initial application for retirement. The payment is equal to twelve

monthly payments determined under the single life annuity option. The

member is permitted to choose one of the optional forms of payment as

defined in 71-02-04-04 for ongoing benefits. The ongoing benefits will be

actuarially reduced to reflect the partial lump sum payment.

Deferred normal retirement option. The deferred normal retirement

option will only be available to members who retire after reaching normal

retirement date. This option is an irrevocable election and made at initial

application for retirement. The payment is in lieu of a lump sum equal to

the amount of missed payments, without interest, retroactive to the

member’s normal retirement date. The member is permitted to choose one

of the optional forms of payment as defined in 71-02-04-04. The ongoing

benefits will be actuarially increased to reflect the lump sum.
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4. Graduated benefit option. The graduated benefit option will only be

available to members who retire after reaching normal retirement date.

This option is an irrevocable election and made at initial application for

retirement. The member is permitted to choose one of the optional forms

of payment for ongoing benefits as defined in 71-02-04-04. The ongoing

benefits will be actuarially reduced to reflect the election of the graduated

benefit option.

History: Created effective , 2010
General Authority: NDCC 54-52-04, 54-52-17
Law Implemented: NDCC 54-52-17

Section 71-02-04-07 is amended as follows:

71-02-04-07. Amount of early retirement benefit.
1. Except for members of the national guard, the early retirement benefit shall be an

amount actuarially reduced from the single life retirement benefit by one-half of one
percent for each month (six percent per year) that the member is younger than the age
at which the member would be at the member’s normal retirement date on the date the
member’s early retirement benefit eemmeneeseffective date.

2. For members of the national guard, the early retirement benefit must be an amount
actuarially reduced from the single life retirement benefit by one-half of one percent for
each month (six percent per year) that the member is younger than age fifty-five on the

date of the member’s early retirement benefit eemmeneeseffective date.

History: Amended effective September 1, 1982; June 1, 1996; April 1, 2002;
May 1, 2004; July 1, 2006, , 2010

General Authority: NDCC 54-52-04, 54-52-17

Law Implemented: NDCC 54-52-17
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Section 71-02-04-10 is amended as follows:

71-02-04-10. Erroneous payment of benefits - Overpayments.

1.

An "overpayment" means a payment of money by the public employees
retirement system that results in a person receiving a higher payment than
the person is entitled to under the provision of the retirement plan of
membership.

A person who receives an overpayment is liable to refund those payments
upon receiving a written explanation and request for the amount to be
refunded. All overpayments must be collected using the care, skill,
prudence, and diligence under the circumstances then prevailing that a
prudent person acting in like capacity and familiar with such matters would
use in the conduct of an enterprise of like character and with like gains. If
the cost of recovering the amount of the overpayment is estimated to
exceed the overpayment, the repayment is considered to be
unrecoverable.

If the overpayment of benefits was not the result of any wrongdoing,
negligence, misrepresentation, or omission by the recipient, the recipient
may make repayment arrangements subject to the executive director’s

approval within sixty days of the written requestfer+efund notice of
overpayment with the minimum repayment amount no less than fifty

dollars per month with-the-total- repaymentperiod-notto-exceedthirty-six

menths. If repayment arrangements are not in place within sixty days of

the date of the written notice of overpayment, the executive director shall
offset the amount of the overpayment from the amount of future retirement
benefit payments so that the actuarial equivalent of the overpayment is
spread over the individuals benefit payment period.

If the overpayment of benefits was the result, in whole or in part, of the
wrongdoing, negligence, misrepresentation, or omission of the recipient,

the recipient is liable to pay interest charges at the rate of six percent on
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the outstanding balance to compensate the fund for lost earnings; from the

time the erroneous benefit was paid through the time it has been refunded

in fullplus-applicable-interest. Recovered funds are first applied to

interest, and if any amount is left over, that amount is applied to principal.

The recipient may make repayment arrangements, subject to the
executive director’s approval, within sixty days of the written request for
refund with the minimum repayment amount no less than fifty dollars per
month with-the-totalrepayment-period-notte-exceed-thirty-six-menths. If
repayment arrangements are not in place within sixty days of the date of
the written notice of overpayment, the executive director shall offset the
amount of the overpayment from the amount of future retirement benefit
payments so that the actuarial equivalent of the overpayment is spread
over the individuals benefit payment period.

5. If an individual dies prior to fully refunding an erroneous overpayment of
benefits, the public employees retirement system must make application

to the estate of the deceased to recover the remaining balance.

History: Effective June 1, 1996; amended effective April 1, 2002; July 1, 2006;
April 1, 2008, , 2010.

General Authority: NDCC 54-52-04, 54-52-17

Law Implemented: NDCC 39-03.1-25, 54-52-17

Subsection 1 of section 71-02-05-07.1 is amended as follows:
71-02-05-07.1. Judges’ retirement plan optional benefits. For the judges’ retirement
plan, an individual deemed eligible for a disability benefit may elect, as provided in this

section, to receive one of the following optional benefits in lieu of the regular disability

benefit. Under no circumstances is an option available if the calculation of the optional
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benefit to which the member is entitled results in an amount which is less than one

hundred dollars.

1. One hundred percent joint survivor benefit. A member shall receive an
actuarially reduced disability retirement benefit as long as the member remains eligible
for benefits under subdivision e of subsection 3 of North Dakota Century Code section
54-52-17 and after the member’s death the same amount will be continued to the
member’s surviving spouse during the spouse’s lifetime. The designated beneficiary is
limited to the member’s spouse. Payments of benefits to a member’s surviving spouse
must be made on the first day of each month commencing on the first day of the month
following the member’s death, provided the beneficiary is still living and has supplied a
marriage certificate and the member’s death certificate. Benefits terminate in the month
in which the death of the beneficiary occurs. In the event the designated beneficiary
predeceases the member or, in the event of divorce, the option must be canceled and

the member’s benefit must be returned to the singlelife normal retirement amount.

Payment of the normal retirement amount must commence on the first day of the month
following the spouse’s death providing written notification of death and a death
certificate has been submitted or, in the event of divorce, a photocopy of the divorce

decree.

Section 71-02-05-09 is amended as follows:

71-02-05-09. Interest accrual on accumulated contributions for disabled
annuitants. Effective January 1, 1998, interest must accrue on accumulated

contributions as defined in article 71-02 until the disabled annuitant reaches that

person’s normal retirement dateage, cancels benefit in accordance with 71-02-05-03,

the account is closed, or until benefit payments commence to the member’s beneficiary.

History: Effective July 1, 1998; amended effective May 1, 2004; July 1, 2006,
, 2010, .
General Authority: NDCC 54-52-04
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Law Implemented: NDCC 54-52-17

Subdivision a of subsection 1 of Section 71-02-06-01 is amended as follows:

71-02-06-01. Conditions for return.

1. The accumulated contributions of a member who terminates permanent

employment:

a. Before accumulating three years of service credit and whose account

balance is less than $1000.00 shall be automatically refunded unless the

member elects to remain in an inactive status.

b. After accumulating three years of service credit shall be refunded
upon application filed with the executive director.

C. The termination date for purposes of processing an application
for refund or rollover must be the last date for which a member
receives salary except for a member who is on an approved leave of
absence. For members who are paid salary in any month following actual
separation from employment if the salary is received after the normal
processing date, the termination date for purposes of processing the
application must be the same date as the date that the last paycheck was

issued as salary.

2. Retirement contributions must be returned if a membership enroliment
application form has not been filed with the office. Contributions will be

returned until proper membership enroliment forms have been filed.

History: Amended effective November 1, 1990; June 1, 1996; July 1, 1998; July 1,
2000; May 1, 2004, , 2010

General Authority: NDCC 54-52-04

Law Implemented: NDCC 54-52-06, 54-52-17
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Section 71-02-07-02 is amended as follows:

71-02-07-02. Return to service - Retired member. The benefits of a retired member
who returns to permanent employment shall be suspended without interest accruing on
the suspended account, except as provided in subsection 1 of North Dakota Century
Code section 54-52-05. Upon subsequent termination, the member’s benefit shall be
recalculated as follows:

benefit shall be based on the benefit provisions in effect at flnal retirement and shall
include the member:s and spouse’s age and-,salary earned during the period of
reemployment, and tegetherwith total service credits earned before and after
reemployment, adjusted to take account of benefit payments received prior to
reemployment. If a different option is selected at the second retirement date, the
member and office will submit information as required to make an actuarial
determination of the elected benefit and the related payment of such.

32. If a member dies during subsequent employment, the member’s initial retirement

beneflt Qtlo electlon WI|| apply l-f—a—benem—eleenen—wae—mq—epnenakbenem—under

pened—ef—subseqee#ﬂ—empleymem—ﬂhe member S beneflt shaII be based on the beneflt

provisions in effect at final retirement and shall include the member and spouses’s
ages, salary earned during the period of reemployment, and total service credits earned
before and after reemployment, adjusted to take account of bene fit payments received
prior to reemployment.

History: Amended effective November 1, 1990; July 1, 1998; May 1, 2004; July 1,

2006, , 2010 .

General Authority: NDCC 54-52-04, 54-52-17
Law Implemented: NDCC 54-52-17

Section 71-02-11-04 is amended as follows:

71-02-11-04. Payment. The cost for purchase of eligible military service
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in the North Dakota public employees retirement system and the North Dakota

highway patrolmen’s retirement system is as follows:

1. The cost for any required employee contributions to be paid by the

member may be paid in a lump sum or in installments pursuant to

the rules established for purchase or repurchase payment under
subsection 1, 2, or 3 of section 71-02-03-02.2. H+retirement-eceurs

complete: If no payments have been made, no credit will be awarded. To
prevent any delay in issuing the employee’s first retirement check,

purchase must be completed at least thirty days prior to retirement date.

2. The employer cost will be assessed to the member’s most recent
participating employer. Upon being billed by the North Dakota public
employees retirement system, the participating employer will have thirty
days in which to make payment in full. If, after sixty days, the employer
has not made payment in full, a civil penalty on fifty dollars will be

assessed, and, as interest, one percent of the amount due for each month

of delay or fraction thereof after the payment became due.

History: Effective September 1, 1991; amended effective May 1, 2004; July 1,
2006, , 2010 .
General Authority: NDCC 54-52-04
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Law Implemented: NDCC 54-52-17.4(5), 54-52-17.14

Subsections 2 and 3 of Section 71-03-03-01 are amended as follows:

71-03-03-01. Enrollment. An eligible employee is entitled to coverage
the first of the month following the month of employment, previded if the employee
submits an application for coverage within the first thirty-one days of employment
or eligibility for one of the following special enroliment periods:

1. Loss of coverage under any other health insurance plan.

2. Addition-of-a-speuse Marriage. An employee who previously waived
coverage must is-alse-eligible-te enroll for coverage at the time the employee’s

spouse is enrolled.

3. Addition of a dependent as a result of birth, adoption, placement
for adoption, receiving legal guardianship, or receiving a court order
to provide health coverage. An employee who previously waived
coverage must is-alse-eligible-te enroll for coverage at the same time that
the employee’s eligible dependent is enrolled.

History: Effective October 1, 1986; amended effective July 1, 1994; June 1, 1996;
July 1, 1998, , 2010.

General Authority: NDCC 54-52.1-08
Law Implemented: NDCC 54-52.1-03

Section 71-03-04-01 is amended as follows:

71-03-04-01. Employer contribution. Each agency shall pay to the board
the full amount of the employer contribution by the fifteenth of each month. The
agency will verify the number of eligible employees and the level of coverage for
each. An employee is eligible for an employer contribution for the month following
the month of employment. If an eligible employee terminates employment prior to the
effective date of coverage, no employer contribution is required. The employer
contribution ends the month following the month of termination of employment. When an
employee transfers from one state agency to another, the new agency is responsible for
the payment of the premium for the first of the month following employment.

History: Effective October 1, 1986; amended effective November 1, 1990, ,

2010.

General Authority: NDCC 54-52.1-08
Law Implemented: NDCC 54-52.1-06
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Section 71-03-04-05 is amended as follows:

71-03-04-05. Premium for basic term life insurance. All state

departments and-thosepelitical-subdivisions that eleette participate in the group

life insurance program must pay the board the full premium for the basic term life
insurance for each of its eligible employees.

History: Effective October 1, 1986; amended effective July 1, 1994; July 1,1998,

, 2010..

General Authority: NDCC 54-52.1-08
Law Implemented: NDCC 54-52.1-01(7)

Section 71-03-05-05 is amended as follows:

71-03-05-05. Appeal process. If an employee’s application for benefits
has been denied in whole or in part by the board or its agent, the employee will be
notified in writing of the denial and the reasons. Within sixty days of the date shown
on the denial notice, the employee may file a petition for review. The petition must
be in writing, the reasons stated for disputing the denial and be accompanied by any
documentatryion materiat. Should the employee filing a petition for review, or should
the board or its agent desire information which cannot be presented satisfactorily
by correspondence, the board or its designated appeals committee may schedule
a hearing. The person filing the appeal will be notified in writing at least fifteen days

prior to hearing of the time, date, and place.

The board or its agent will render a decision as soon as possible, but not
later than one hundred twenty days after the receipt of the petition for review. The

decision will be in writing.

History: Effective October 1, 1986; amended effective November 1, 1990, ,
2010..

General Authority: NDCC 54-52.1-08

Law Implemented: NDCC 54-52.1-08
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Subdivision a of subsection 4 of Section 71-03-05-08 is amended as follows:

71-03-05-08. Erroneous payment of premiums - Underpayments.

1. An "underpayment" means a payment of money to the public employees
retirement system for group insurance premiums that is less than the
premiums due for the level of coverage that should have been in effect.
Underpayment of premium is solely an error in the amount of premium
billed to the individual.

2. An individual who underpays premiums is liable to pay those premiums
upon receiving a request for repayment and an explanation of the
amount due from the executive director. All underpayments must
be collected using the care, skill, prudence, and diligence under the
circumstances then prevailing that a prudent person acting in like
capacity and familiar with such matters would use in the conduct
of an enterprise of like character and with like gains. If the cost of
recovering the underpayment is estimated to exceed the amount of the

underpayment, the underpayment is considered to be unrecoverable.

3. If an underpayment is discovered in the first month it occurs, the
individual must pay the amount due in a lump sum within thirty days of

the discovery of the error.

4. If an underpayment is not discovered within the first month it occurs, the

following will apply:

a. If not the result of any wrongdoing, negligence, misrepresentation,
or omission by the individual, then the individual must make
arrangements within sixty days of receiving written notification to

either pay by lump sum or installments. The installment payment
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schedule is subject to approval by the executive director with the
minimum repayment amount no less than fifty dollars a month.
—with-the-totalrepaymentperiod-notto-exeeed-thirty-six-months. If
repayment arrangements are not in place within sixty days of the
date of the written request for repayment, the executive director
shall authorize payment to be made in three equal installments,
using the same payment method the individual has authorized for

paying current monthly premiums.

b. If underpayment is the result, in whole or in part, of the wrongdoing,
negligence, misrepresentation, or omission of the individual,
underpayments must be made in full within sixty days of written

notification.

5. If an underpayment occurs and the individual no longer participates
in the group insurance, any premium amounts due are immediately

payable.

6. If the individual dies prior to paying in full, then the public employees
retirement system must make application to the estate of the deceased

to recover the remaining balance.

7. If the individual refuses to repay the underpayment, or the
underpayment is not paid in full, coverage will be canceled retroactive
to the first day of the month following the month for which full premium
payment was received. The public employees retirement system will
provide written notice advising the individual that payment in full must
be received within thirty days of the written notification to reinstate

coverage retroactively to the date that coverage was canceled.
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History: Effective April 1, 2002; amended effective April 1, 2008, , 2010.
General Authority: NDCC 54-52.1-08
Law Implemented: NDCC 54-52.1-08

Section 71-03-06-01 is amended as follows:

71-03-06-01. Enrollment. & New An eligible employee of-a-participatingpolitical
subdivision-are is entitled to coverage the first of the month following the month of
employment, if the employee submits an application for coverage within the first thirty-
one days of employment, or eligibility for one of the following special enroliment periods:

1. Loss of coverage under any other health insurance plan.
2. Marriage. The enrollment of an employee’s spouse. An employee
who previously waived coverage must is-alse-eligible-te enroll for

coverage at the time the employee’s spouse is enrolled.

3. Addition of a dependent as a result of birth, adoption, placement for adoption

receiving legal guardianship, or receiving a court order to provide health
coverage. An employee who previously waived coverage must is-alse

——eligible-te-enroll for coverage at the same time that the employee’s
eligible dependent is enrolled.
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History: Effective June 1, 1996; amended effective July 1, 1998, , 2010 .

General Authority: NDCC 54-52-04
Law Implemented: NDCC 54-52.1-03.1, 54-52.1-03.4

Section 71-03-06-02 is amended as follows:

71-03-06-02. Late enrollment. Political subdivisions must follow the same late

enrollment procedures as outlrned in sectlon 71- 03 03 02. An—ehgrleie—empreyee—f&rhng

History: Effective June 1, 1996; amended effective July 1, 1998; May 1, 2004.
General Authority: NDCC 54-52-04, 54-52.1-03.1
Law Implemented: NDCC 54-52.1-03, 54-52.1-03.1

Section 71-03-06-03 is amended as follows:

71-03-06-03. Open Special enrollment for certain qualifying events. Political
subdivisions must follow the same enrollment procedures as outlined in section
71-03-03-05.

History: Effective June 1, 1996, , 2010 .

General Authority: NDCC 54-52-04, 54-52.1-03.1
Law Implemented: NDCC 54-52.1-03, 54-52.1-03.1

Section 71-03-06-05 is amended as follows:

71-03-06-05. Continuation of health benefits for dependents. Political subdivisions
must follow the same contlnuatron procedure as outlined in sectron 71 03- 03 07.
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History: Effective June 1, 1996, , 2010 .

General Authority: NDCC 54-52-04, 54-52.1-03.1
Law Implemented: NDCC 54-52.1-03, 54-52.1-03.1

Section 71-03-06-08 is amended as follows:

71-03-06-08. Employee contribution. An employee who is enrolled in the
group insurance plan and required by the employing agency to pay a part of the
premium must pay the amount due to the employing agency in advance of the
employer’s payment to the public employees retirement system. Fhe-employee’s

History: Effective June 1, 1996, , 2010 .

General Authority: NDCC 54-52-04, 54-52.1-03.1
Law Implemented: NDCC 54-52.1-02, 54-52.1-03.1

Section 71-03-07-01 is amended as follows:

71-03-07-01. Employer contribution. Each employer must submit to the
board the full monthly premium amount for each eligible employee enrolled in the
group insurance plan. The employer must verify the number of eligible employees

and the level of coverage for each. An employee is eligible for an employer contribution
for the month following the month of employment. If an eligible employee terminates

employment prior to the effective date of coverage, no employer contribution is required.
The employer contribution ends the month following the month of termination of

employment. Ar-employ ; ust end the month after termination ©
empleyment: When an employee transfers from one participating enrefted employer to

another, the new employer is responsible for the payment of the submittingthe premium
for the first of the month following employment.

History: Effective June 1, 1996, , 2010.

General Authority: NDCC 54-52-04, 54-52.1-03.1
Law Implemented: NDCC 54-52.1-03.1
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Section 71-03-07-02, 71-03-07-03 and 71-03-07-05 are amended as follows:

71-03-07-02. Information to employee. Each employer shall inform its eaeh
eligible employees of their employee-s right to group insurance and the process
necessary to enroll. The employer shall provide each eligible employee such

forms as necessary to enroll in the group insurance program.

History: Effective June 1, 1996, , 2010.
General Authority: NDCC 54-52-04, 54-52.1-03.1
Law Implemented: NDCC 54-52.1-03, 54-52.1-03.1

71-03-07-03. Collecting employee contributions. Each employer shall
collect any employee contribution due and submit it with ary the employer contribution
to the retirement board each month. When an employee on an approved leave
of absence requests to continue in the group, the employer shall collect the full
amount of the premium from the employee each month and remit it to the retirement
board. The minimum employer contribution will be determined by the retirement
board and must be consistently applied to all eligible employees.
History: Effective June 1, 1996; amended effective May 1, 2004, , 2010.
General Authority: NDCC 54-52-04, 54-52.1-03.1
Law Implemented: NDCC 54-52.1-03, 54-52.1-03.1

71-03-07-05. Premium for basic term life insurance. All political
subdivisions that elects to participate in the group life insurance program sha#t must pay
te the retirement board the full premium for the basic term life insurance for each
of its eligible employees.

History: Effective June 1, 1996, , 2010 .
General Authority: NDCC 54-52-04, 54-52.1-03.1
Law Implemented: NDCC 54-52.1-02, 54-52.1-03.1
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Subsections 1 and 10 of Section 71-04-01-01 is amended as follows:

71-04-01-01. Definitions. The terms used throughout this title have the
same meaning as in North Dakota Century Code section 54-52.2-04, except:

1. "Beneficiary" means an individual designated by the participant in-the

—participant-agreement-to receive benefits under the plan in the event
the participant dies.

2. "Compensation” means the total annual remuneration for employment
or contracted services received by the participant from the employer.

3. "Deferred compensation” means the amount of compensation not yet
earned which the participant and the employer shall mutually agree
shall be deferred from current monthly salary in accordance with the
provisions of the plan.

4. "Eligible state deferred compensation plan" means a plan established
and maintained by this state that complies with the Internal Revenue
Code (IRC) 457(b).

5. "Employer" means the state of North Dakota or any of its political
subdivisions, institutions, departments, or agencies.

6. "Participant” is any employee of a participating employer who executes
a participant agreement.

7. "Participant agreement” means a written agreement between the
employer and a participant setting forth certain provisions and elections
relative to the plan, incorporating the terms of the plan and establishing
the participant’s deferral and participation in the plan.

8. "Provider" means any insurance company, federally insured financial
institutions, Bank of North Dakota, or registered dealer under North
Dakota Century Code chapter 10-04 authorized by the retirement board
to provide investment vehicles to employees.

9. "Retirement" means separation from service with the employer on
a date coincidental with the normal, postponed, early, or disability
retirement dates as described in North Dakota Century Code chapter
54-52-17.3.

10. "Retirement board" or "board” means the seven persons described in North
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Dakota Century Code chapter 54-52-03.

11. "Separation from service" means that term as defined under Internal
Revenue Code section 402(d)(4)(A)(3i) and includes termination of
employment with the employer by reason of death, disability, retirement,
resignation, or discharge.

12. "State" means the state of North Dakota, or any department, institution,
or separate agency thereof acting as an employer of the participant.

13. "Unforeseeable emergency” means a severe financial hardship to
the participant resulting from a sudden and unexpected illness or
accident of the participant, the participant’s spouse or dependent of the
participant, loss of the participant’s property due to casualty, or other
similar extraordinary and unforeseeable circumstances arising as a
result of events beyond the control of the participant.

History: Effective April 1, 1989; amended effective July 1, 1994; April 1, 2002;

May 1, 2004, , 2010.

General Authority: NDCC 28-32-02, 54-52.2-03.2
Law Implemented: NDCC 54-52.2-03, 54-52.2-03.2, 54-52.2-04

Section 71-04-03-02 is amended as follows:

71-04-03-02. Effective date of deferrals. All deferrals are effective the
payroll period ending in the month following the month in which the deferral is
authorized. Deferrals cannot be requested or authorized during for the month in which

income is being earned and-a-deferralis-beingregquested.

History: Effective April 1, 1989, , 2010.

General Authority: NDCC 28-32-02
Law Implemented: NDCC 54-52.2-03; IRC 457(b)(4)

Section 71-04-03-05 and 71-04-03-06 are amended as follows:

71-04-03-05. Unforeseeable emergency. A participant who, prior to
separation from service, experiences an unforeseeable emergency as defined in
section 71-04-01-01 may apply for a partial distribution of the participant’s deferred
compensation account to the extent reasonably needed to satisfy the financial
need. The participant may make application by completing a financial hardship
form and delivering it to the retirement board offices.
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History: Effective April 1, 1989; amended effective July 1, 1994; April 1, 2002,

, 2010.

General Authority: NDCC 28-32-02, 54-52.2-03.2
Law Implemented: NDCC 54-52.2-03, 54-52.2-03.2

71-04-03-06. Termination of participation. Participation in the plan may
be terminated at any time by completion of a participant agreement indicating an
elimination suspension of monthly deferrals.

History: Effective April 1, 1989; amended effective July 1, 1994; April 1, 2002;

May 1, 2004, , 2010.

General Authority: NDCC 28-32-02, 54-52.2-03.2
Law Implemented: NDCC 54-52.2-03, 54-52.2-03.2

Sections 71-04-04-01, 71-04-04-02, 71-04-04-03, 71-04-04-04, 71-04-04-05, 71-04-04-
06, 71-04-04-07 and 71-04-04-10 are amended as follows:

71-04-04-01. Enrollment. The retirement board shall design and provide
employees with a participant agreement to facilitate the enrollment in the plan. The
participant agreement must provide for the collection of all information regarding
identification of the employee, starting date of the deduction, the payroll period

affected, name of the provider company, and the provider representative.

History: Effective April 1, 1989; amended effective September 1, 1997; May 1,
2004, , 2010.

General Authority: NDCC 28-32-02

Law Implemented: NDCC 54-52.2-01, 54-52.2-02, 54-52.2-05

71-04-04-02. Booklets. The retirement board shall, upon request of
the employee, make available a descriptive booklet setting forth the enroliment
requirements of the plan, explanation of the deferred compensation plan under

section 457 of the Internal Revenue Code, and investment options under the plan.

History: Effective April 1, 1989; amended effective September 1, 1997; May 1,
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2004, , 2010.
General Authority: NDCC 28-32-02
Law Implemented: NDCC 54-52.2-03

71-04-04-03. Provider agreement. The retirement board shall establish
a written provider agreement for the authorization of companies or organizations
who offer investment options to public employees. This agreement may include
registration and reporting requirements, educational requirements of sales

representatives, and limitations of investment options.

History: Effective April 1, 1989, , 2010 .
General Authority: NDCC 28-32-02
Law Implemented: NDCC 54-52.2-03

71-04-04-04. Employer agreement. The retirement board shall establish
a written agreement for all employers, other than state departments, agencies, boards,
or commissions, which appoint the state to administer their deferred compensation plan.
This agreement includes requirement for the employer to adopt the retirement board’s
rules, employers to make the requested payroll deductions upon proper application by
the employee, remit the deductions directly to the retirement board along with a listing of
deferred compensation deductions for all employees participating in the plan, submit all
provider participant contracts to the retirement board, hold all participant account
information as confidential, and notify the retirement board within thirty days of

participant’s termination of employment.

History: Effective April 1, 1989; amended effective April 1, 2002; July 1, 2006,
, 2010.

General Authority: NDCC 28-32-02

Law Implemented: NDCC 54-52.2-03
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71-04-04-05. Payroll deduction authorization. The retirement board shall
deliver to the payroll division of each employer a copy of the signed participant

agreement as the payroll division’s authorization to begin deductions.

History: Effective April 1, 1989, , 2010.
General Authority: NDCC 28-32-02
Law Implemented: NDCC 54-52.2-02

71-04-04-06. Participant accounts. The retirement board shall have
each provider of investment services establish individual accounts to record the

participant’s contributions, earnings, and other account activity.

History: Effective April 1, 1989, , 2010 .
General Authority: NDCC 28-32-02
Law Implemented: NDCC 54-52.2-03

71-04-04-07. Separation from service. The retirement board shall notify
the participant, provider company, and provider representative of the employee’s

separation from service and eligibility for payment of benefits.

History: Effective April 1, 1989; amended effective July 1, 1994; May 1, 2004,
, 2010.

General Authority: NDCC 28-32-02, 54-52.2-03.2

Law Implemented: NDCC 54-52.2-03, 54-52.2-03.2

71-04-04-10. Processing deductions. The retirement board will process

and remit employee deferred compensation deductions to the designated provider
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company within three business days following receipt in good order of all funds and

documentation from the employer.

History: Effective July 1, 2006, , 2010 .
General Authority: NDCC 28-32-02
Law Implemented: NDCC 54-52.2-03

Sections 71-04-06-01, 71-04-06-02, 71-04-06-03, 71-04-06-06, 71-04-06-07, 71-04-06-
08, 71-04-06-09, 71-04-06-11 and 71-04-06-12 are amended as follows:

71-04-06-01. Application. Those firms desiring to offer investment services
for the deferred compensation plan shall first notify the retirement board, in writing,

of the firms’ willingness to become a provider.

History: Effective April 1, 1989, , 2010.
General Authority: NDCC 28-32-02
Law Implemented: NDCC 54-52.2-03

71-04-06-02. Administrative agreement. Firms expressing a desire to
become a provider of investment services under the deferred compensation plan
must agree to all provisions feune-in and sign the retirement boards’ administrative
agreement. The administrative agreement sets forth the responsibilities of the
provider to the plan, the retirement board, and the employee and stipulates that
the provider abide by the plan and rules and regulations adopted by the retirement

board for the administration of the plan.

History: Effective April 1, 1989, , 2010 .
General Authority: NDCC 28-32-02
Law Implemented: NDCC 54-52.2-03

71-04-06-03. Sales representatives. All sales representatives of the
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provider approved by the retirement-board to solicit employees must be fully
trained to explain the various investment options available through the provider, be
able to explain what the deferred compensation program is as found under section
457 of the Internal Revenue Code, and be licensed with the North Dakota state
securities commissioner for the sale of registered or unregistered securities or the
North Dakota state insurance commissioner for the sale of insurance contracts or

policies, or both.

History: Effective April 1, 1989, , 2010 .
General Authority: NDCC 28-32-02
Law Implemented: NDCC 54-52.2-03

71-04-06-06. Retirement board report. The provider shall deliver quarterly
reports, in an approved electronic format, to the retirement board detailing the
activity of each participant’s account. The quarterly report must be delivered within
thirty days of the end of each calendar quarter and must include an alphabetical
listing of the participants, social security numbers of the participants, the provider’s
contract number for the participants (if any), type of account for each participant,
beginning account balance forwarded from the previous reporting period,
contributions made by the participants for the current reporting period, transfers
and rollovers from other eligible plans during the reporting period, investment
earnings or losses added to the account (if any for the reporting period), any
withdrawals made during the reporting period, administrative charges assessed
against the account during the reporting period, transfers and direct rollovers to
other eligible plans during the reporting period, and the account balance at the end
of the reporting period. The report columns must be totaled. The quarterly report
must include active, inactive, and accounts in payout status, with the exception of

accounts which have been annuitized, and be for all payroll divisions for the plan.
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History: Effective April 1, 1989; amended effective November 1, 1990; July 1,
1994; May 1, 2004; July 1, 2006, , 2010.

General Authority: NDCC 28-32-02, 54-52.2-03.2

Law Implemented: NDCC 54-52.2-03, 54-52.2-03.2

71-04-06-07. Account transfer. The provider shall allow any participant
who so requests, the ability to transfer the participant’s account to another provider
on a tax-free basis. The request to the provider must be made in writing by the
retirement-board or its designated representative. The transfer must be made within

thirty days of the provider’s receipt of the transfer request.

History: Effective April 1, 1989; amended effective July 1, 1994, , 2010.
General Authority: NDCC 28-32-02, 54-52.2-03.2
Law Implemented: NDCC 54-52.2-03

71-04-06-08. Benefit requests. The provider shall honor all requests for
benefit or refund payments made upon notification of the employee’s separation
from service by the retirement board.

History: Effective April 1, 1989; amended effective May 1, 2004, , 2010.
General Authority: NDCC 28-32-02
Law Implemented: NDCC 54-52.2-03

71-04-06-09. Benefit payments. The provider shall make benefit payments
to the participant in the manner designated by at the participant's. designated-maiting

History: Effective April 1, 1989, , 2010 .
General Authority: NDCC 28-32-02
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Law Implemented: NDCC 54-52.2-03

71-04-06-11. Provider reporting failure - Penalty. Should the provider
fail to deliver the required report within a thirty-day period beyond the end of the
reporting period, notice must be given by certified mail of the provider’s failure
to comply. The provider shall then have thirty days from the date of the certified
letter to comply with the reporting requirement. If the provider fails to deliver
the required report within the thirty-day period, the provider is in violation of the
administrative agreement and shall lose active provider status as described under
subsection 1 of section 71-04-04-09. If the provider has not filed the report within
ninety days after the end of the reporting period, the provider shall lose provider
status as described under subsection 2 of section 71-04-04-09. Loss of provider
status results in all current contributions of active participants being suspended
effective in the next payroll cycle. The retirement-board will notify all participants
of the company’s failure to deliver the required reports. Current participants will
be required to either select a new provider for future contributions, or have their
account go into a dormant status with the company losing provider status. The

retirement board will then terminate the agreement with the provider.

History: Effective April 1, 1989; amended effective November 1, 1990; July 1,
1994; May 1, 2004, , 2010 .

General Authority: NDCC 28-32-02, 54-52.2-03.2

Law Implemented: NDCC 54-52.2-03, 54-52.2-03.2

71-04-06-12. Provider suspension - Employee account transfers.
Should the provider be in violation of the administrative agreement, employees

shall have the option of transferring their individual accounts to another qualified

provider. The employee shall also have the option of leaving the account with the

provider; ina-dormant-status,to-be-deal-with-by until the employee is eligible for a
distributable event upen-separationfrom-serviee.

Page 38 of 56



History: Effective April 1, 1989; amended effective July 1, 1994, , 2010.
General Authority: NDCC 28-32-02, 54-52.2-03.2
Law Implemented: NDCC 54-52.2-03, 54-52.2-03.2

Section 71-05-02-05 is amended as follows:

71-05-02-05. Interest accrued on accumulated contributions for disabled
annuitants. Effective January 1, 1998, interest shall accrue on accumulated

contributions as defined in article 71-01 until the disabled annuitant reaches normal

retirement age, cancels benefit in accordance with 71-05-02-05, the account is closed,

or until benefit payments commence to the member’s beneficiary-erdies.

History: Effective July 1, 1998, , 2010 .
General Authority: NDCC 39-03.1-06, 39-03.1-11
Law Implemented: NDCC 39-03.1-11.4(d)

Subsection 2 is amended and a new subsection 6 is created in Section 71-04-04-04 as
follows:

71-05-04-04. Payment. The total dollar amount for repurchase or purchase
may be paid in a lump sum or on a monthly, quarterly, semiannual, or annual
basis. Payments may be subject to contribution limitations established under 26
U.S.C. 415. Payments must begin within ninety days of the date the written cost

confirmation is prepared. If the installment method is used, the following conditions

apply:

1. Simple interest at the actuarial rate of return must accrue monthly on the

unpaid balance. Interest is calculated from the fifteenth of each month.
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The installment schedule may extend fer-asHteng-as while the member is

employed by the participating employer but for no longer than a 15 year

time period.

Installment payments may be made by a payroll deduction where
available. However, it is the responsibility of the contributor to initiate and

terminate the payroll deduction.

Payments are due by the fifteenth of the month to be credited for the

month.
Payments may only be received from a contributor until the fifteenth of the
month following the month of the member’s termination date with a

participating employer.

Payments must be greater or equal to fifty dollars per month, large enough

to pay the current interest plus a portion of the principal and an amount

necessary to complete the payment contract within the 15 year time

period.

History: Effective October 1, 1991; amended effective June 1, 1996; May 1, 2004; July

, 2010.

General Authority: NDCC 39-03.1-06, 39-03.1-08.1, 39-03.1-10.1, 39-03.1-14.1
Law Implemented: NDCC 39-03.1-08.1, 39-03.1-10.1, 39-03.1-14 1

Section 71-05-04-06 is amended as follows:

71-05-04-06. Crediting purchased or repurchased service. Service

purchased or repurchased will be credited in the following manner:
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ence-the-aceountispaidinfull For each month the system receives a

payment towards a purchase contract, the member will earn a proportion

of service credit.

History: Effective October 1, 1991; amended effective June 1, 1996; May 1, 2004,
, 2010 .

General Authority: NDCC 39-03.1-06, 39-03.1-10.1, 39-03.1-14.1

Law Implemented: NDCC 39-03.1-08.1, 39-03.1-10.1, 39-03.1-14 1

Subsection 6 of Section 71-05-04-09 is amended as follows:

71-05-04-09. Employer purchase of service credit or sick leave program. An
employer may elect to purchase up to five years of service credit for an employee and
purchase an employee’s unused sick leave that meets the requirements of section 71-
02-03-08. Before offering a purchase program to its employees the employer must
create a program and document the program in writing and submit a copy to the public
employees retirement system. The governing authority of the employer shall also submit
to the executive director of

the public employees retirement system a letter indicating:
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The program meets all the requirements of the North Dakota Century
Code.

The program meets all applicable federal requirements.

The employer agrees to remit to the public employees retirement

system a lump sum payment of the cost of the purchase upon being billed.

The employer has not given the employee the option of a cash payment in

lieu of the employer purchase.

The employer shall clearly specify who is eligible for the program and
indicate if the program is intended to be permanent or will be for a specific
time period only.

The employer agrees that all purchases for service credit will be based
upon actuarial cost as determined by the public employees retirement
system. The employer also agrees that all purchases will be completed no

later than the 15th of the month following the month of the employee’s

retirement termination or sixty days from the date the employer and

employee agree to the purchase, whichever comes first.

The employer agrees that in offering such a program the employer will
direct each employee interested in the program to first apply to the
employer’s authorized agent who will then certify the eligibility of the
member, the amount of service credit to be purchased, and send
such certification to the public employees retirement system. The
employer also agrees that the employer’s authorized agent will coordinate

the program, authorize all purchases in writing to the public employees
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retirement system, and be the focal point for communications between the

public employees retirement system, the employer, and the employee.

8. The employer agrees that for each employee certified to be eligible to
have service credit purchased, the employer will first obtain from the
employee authorization for the public employees retirement system to

share confidential information with the employer.

9. The employer certifies that in offering the program, the employer is
making it available to all employees or a specified class of employees on a

nondiscriminatory basis.

10. The employer agrees to provide information and policies pertaining
to the employer purchase program pursuant to North Dakota Century
Code section 39-03.1-28.

When an employer files the above letter with the public employees retirement
system, it may offer the program to its employees. An employer may terminate
this program at any time upon the governing authority of the employer sending to
the executive director of the public employees retirement system a letter indicating

when the program is to be canceled.

History: Effective May 1, 2004; amended effective July 1, 2006; April 1, 2008,
, 2010 .

General Authority: NDCC 39-03.1-06

Law Implemented: NDCC 39-03.1-10.2

Subsection 2 and 3 of Section 71-05-05-02 are amended as follows:

71-05-05-02. Special retirement options - Application.

1. A member may elect a retirement option by filing an application with
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the office no less than thirty days prior to the beginning date of benefit
payments. An application may be filed later than thirty days prior to the
beginning date of benefit payments if approved by the plan administrator
upon receiving sufficient evidence that the application was delayed by the

member’s employer.

2. A member may revoke the election of an optional benefit as provided in
subsection 1 and make a new election if such revocation is received in
writing before the first retirement check is cashed but no later than fifteen
days after the first retirement check has been issued. If the member
changes the member’s election less than fifteen days prior to the named
beginning date of benefits, the first retirement payment may be delayed up
to two months. Any delayed payment must be adjusted to include any

deferred retirement payments. If the member’s first retirement payment is

paid by direct deposit and the member wishes to revoke the election of the

benefit, then the member must immediately notify NDPERS of their

election. The benefit will only be revoked if NDPERS is able to reverse

the direct deposit paid to the bank within the bank reversal window.

3. A member may not revoke the elected benefit after receiving and

cashing the first benefit check or if paid by direct deposit, after the bank

reversal window has expired, unless the member can provide

sufficient evidence to the executive director that the factual basis by
which the election was made later proved to be incorrect and such
was due in part to representation or misrepresentations made by the

employer or the retirement office.

History: Effective October 1, 1991; amended effective May 1, 2004, , 2010.
General Authority: NDCC 39-03.1-06
Law Implemented: NDCC 39-03.1-11
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Subsections 3 and 4 of Section 71-05-05-04 are repealed in this section and a new
section 71-05-05-04.1 is created.

71-05-05-04. Optional benefits. A member may elect, as provided in section 71-05-05-
02, to receive one of the following optional benefits in lieu of the regular early or normal

retirement benefit.

1. One hundred percent joint and survivor benefit. A member may
receive an actuarially reduced retirement benefit during the member’s
lifetime and after the member’s death the same amount will be continued
to the member’s surviving spouse during the spouse’s lifetime. The
designated beneficiary is limited to the member’s spouse. In the event the
member’s spouse predeceases the member or, in the event of divorce, the
option shall be canceled and the member’s benefit shall be returned to the
normal retirement amount. Payment of the normal retirement amount shall
commence on the first day of the month following the spouse’s death
providing written notification of death and a death certificate has been
submitted or, in the event of divorce, a photocopy of the divorce decree.
Should the member remarry and wish to change such designation, a new
actuarial retirement benefit will be calculated.

Payments of benefits to a member’s surviving spouse must be made on
the first day of each month, commencing on the first day of the month
following the member’s death, providing the beneficiary has supplied a
marriage certificate, death certificate, birth certificate verifying age, and is
still living. Benefits must terminate in the month in which the death of the

beneficiary occurs.

2. Twenty-year or ten-year term certain. A member may elect an option

which is the actuarial equivalent of the member’s normal, early, or
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deferred vested retirement pension payable for life with a twenty-year or

ten-year certain feature, as designated by the member.

History: Effective October 1, 1991; amended effective July 1, 2006; April 1, 2008,
, 2010.

General Authority: NDCC 39-03.1-06

Law Implemented: NDCC 39-03.1-11

71-05-05-04.1. Benefit Modifications. A member may elect as provided in section 71-
05-05-02 to receive one of the following benefit modifications.

1. Partial lump sum option. The partial lump sum option will only be

available to members who retire on or after reaching their normal

retirement date. This option is an irrevocable election and made
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at initial application for retirement. The payment is equal to twelve

monthly payments determined under the normal annuity option. The

member is permitted to choose one of the optional forms of payment for

ongoing benefits. The ongoing benefits will be actuarially reduced to

reflect the partial lump sum payment.

2. Deferred normal retirement option. The deferred normal retirement

option will only be available to members who retire after reaching their

normal retirement date. This option is an irrevocable election and made at

initial application for retirement. The payment is in lieu of a lump sum

equal to the amount of missed payments, without interest, retroactive to

the member’s normal retirement date. The ongoing benefits will be

actuarially increased to reflect the lump sum.

3. Graduated benefit option. The graduated benefit option will only be
available to members who retire after reaching normal retirement date.
This option is an irrevocable election and made at initial application for
retirement. The member is permitted to choose one of the optional forms
of payment for ongoing benefits excluding the deferred normal retirement
option or partial lump sum option. The ongoing benefits will be actuarially
reduced to reflect the election of the graduated benéefit.

History: Created effective , 2010
General Authority: NDCC 39-03.1-06
Law Implemented: NDCC 39-03.1-11

Section 71-05-05-07 is amended as follows:

71-05-05-07. Amount of early retirement benefit. The early retirement benefit must be
an amount actuarially reduced from the normal retirement benefit by one-half of one
percent for each month (six percent per year), that the member is younger than age
fifty-five on the date of the member’s early retirement benefit eommeneeseffective date.
History: Effective October 1, 1991, , 2010
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General Authority: NDCC 39-03.1-06
Law Implemented: NDCC 39-03.1-11

Subsection 3, 4 and 5 of Section 71-04-05-10 are amended as follows:

71-05-05-10. Erroneous payment of benefits - Overpayments.

1.

An "overpayment" means a payment of money by the public employees
retirement system that results in a person receiving a higher payment than
the person is entitled to under the provision of the retirement plan of
membership.

A person who receives an overpayment is liable to refund those payments
upon receiving an explanation and a written request for the amount to be
refunded from the executive director. All overpayments must be collected
using the care, skill, prudence, and diligence under the circumstances
then prevailing that a prudent person acting in like capacity and familiar
with such matters would use in the conduct of an enterprise of like
character and with like gains. If the cost of recovering the amount of the
overpayment is estimated to exceed the overpayment, the repayment is
considered to be unrecoverable.

If an overpayment of benefits was not the result of any wrongdoing,
negligence, misrepresentation, or omission by the recipient, the recipient
may make repayment arrangements subject to the executive director’s
approval within sixty days of the written notice of overpayment with the

minimum repayment amount no less than fifty dollars per month. If

repayment arrangements are not in place within sixty days of the date of
the written notice of overpayment, the executive director shall offset the
amount of the overpayment from the amount of future retirement benefit
payments so that the actuarial equivalent of the overpayment is spread

over the individual’'s benefit payment period.

4. If the overpayment was the result, in whole or in part, of the wrongdoing, negligence,

misrepresentation, or omission of the recipient, the recipient is liable to pay interest
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charges at the rate of six percent on the outstanding balance to compensate the fund
for lost earnings from the time the erroneous benefit was paid through the time it has
been refunded in full. Recovered funds are first applied to interest, and if any amount is

left over, that amount is applied to principal. The recipient may make repayment

arrangements, subject to the executive director’s approval, within sixty days of the

written request for refund with the minimum repayment amount no less than fifty dollars

per month. If repayment arrangements are not in place within sixty days of the date of
the written notice of overpayment, the executive director shall offset the amount of the
overpayment from the amount of future retirement benefit payments so that the actuarial
equivalent of the overpayment is spread over the individuals benefit payment period.

5. If an individual dies prior to fully refunding an erroneous overpayment of benefits, the
public employees retirement system must make application to the estate of the

deceased to recover the remaining balance.

History: Effective April 1, 2002; amended effective July 1, 2006, , 2010 .
General Authority: NDCC 32-03-04, 39-03.1-06, 54-52-04(12), 54-52-14.2
Law Implemented: NDCC 39-03.1-25

Subsection 1 of section 71-05-06-01 is amended as follows:

71-05-06-01. Return of contributions - Conditions for return. The accumulated
contributions of a member who terminates permanent employment:

1. Before accumulating ten years of service credit and whose account
balance is less than $1000.00 must be automatically refunded unless the
member elects to remain in an inactive status.

2. After accumulating ten years of service credit, accumulated
contributions must be refunded upon application filed with the
retirement office.

History: Effective October 1, 1991, , 2010.

General Authority: NDCC 39-03.1-06
Law Implemented: NDCC 39-03.1-10.1
Section 71-05-07-01 is amended as follows:
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71-05-07-01. Return to service — Retired member. The benefits of a retired member
who returns to permanent employment must be suspended. Upon final retirement, the
member’s benefit must be recalculated as follows:

member’s benefit must be based on the benefit prOV|S|ons in effect at final
retirement and shall include the member’s and spouse’s age, and-salary
earned during the period of reemployment, and tegetherwith total service
earned before and after reemployment, adjusted to take account of benefit
payments received prior to reemployment. If a different option is selected
at the second retirement date, the member and office will submit
information as required to make an actuarial determination of the elected
benefit and the related payment of such.

If a member dies during subsequent employment, the member’s initial
retlrement beneflt option electlon WI|| apply #—the—benem—eleenen—was—&n

subsegquent-employment—The member’s benefit shall be based on the

benefit provisions in effect at final retirement and shall include the member

and spouses’s ages ,salary earned during the period of reemployment,

and total service credits earned before and after reemployment, adjusted

to take account of benefit payments received prior to reemployment.

History: Effective October 1, 1991; amended effective May 1, 2004, , 2010.

General Authority: NDCC 39-03.1-06
Law Implemented: NDCC 39-03.1-11
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Section 71-06-01-02 is amended as follows:

71-06-01-02. Calculation of retiree health insurance credit. Retiree health insurance

credit will be calculated on actual years and months of service, identical to retirement

benefits under North Dakota Century Code chapter 54-52.

1. Retiree health insurance credit will be subject to reduction factors in the

event of early retirement.

For annuitants of the public employees retirement system defined benefit plan and

North Dakota public employees retirement system judges, and for members of the

defined contribution retirement plan, excluding national guard retirees, who take a

periodic distribution:

Age at Retirement Reduction Factor

Age at Retirement

64 to 65
63 to 64
62 to 63
61 to 62
60 to 61

3%
9%
15%
21%
27%

59 to 60
58 to 59
57 to 58
56 to 57
55 to 56

Reduction Factor

33%
39%
45%
51%
57%

For annuitants of the job service retirement program: This includes those who retired

under a discontinued service annuity but does not include those who retired at a normal

or optional date.

Age at Reduction Age at Reduction Age at Reduction
Retirement Factor Retirement Factor Retirement Factor
64 to 65 3% 59 to 60 33% 54 to 55 63%
63 to 64 9% 58 to 59 39% 53 to 54 69%
62 to 63 15% 57 to 58 45% 52 to 53 75%
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61 to 62

21% 56 to 57 51% 51 to 52 81%

60 to 61

27% 55 to 56 57% 50 to 51 87%

For annuitants of the highway patrol fund and national guard security police and

firefighters and national guard security police and firefighters who transferred to the

defined contribution retirement plan:

Age at Retirement Reduction Factor
54 to 55 3%
53 to 54 9%
52 to 53 15%
51 to 52 21%
50 to 51 27%

Disabled annuitants receiving benefits under subdivision € g of subsection
3 of North Dakota Century Code section 54-52-17, subdivision d of
subsection 3 of North Dakota Century Code section 39-03.1-11, North
Dakota Century Code section 52-11-01, or section 71-02-05-05 will be
eligible for full retiree health insurance credit benefits. No age reduction

factor will be applied.

A surviving spouse eligible to receive benefits under subdivisions b-and-€
a(2), b(2) and b(3) of subsection 6 of North Dakota Century Code section
54-52-17, subdivisions b and c of subsection 6 of North Dakota Century

Code section 39-03.1-11, or North Dakota Century Code section 52-11-01

will receive retiree health insurance credit based on the deceased

member’s years of service without any age reduction applied.

A surviving spouse receiving benefits under the provisions of subdivision a
or-€ b or d of subsection 9 of North Dakota Century Code section 54-52-
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17; subdivisions a, b, and c¢ of subsection 5 of North Dakota Century Code
section 27-17-01; subsection 9 of North Dakota Century Code section 39-
03.1-11; or North Dakota Century Code section 52-11-01 will receive
retiree health insurance credit for the duration benefits are paid, based

upon the original annuitant’s retirement age.

History: Effective April 1, 1992; amended effective June 1, 1996; July 1, 2000.
General Authority: NDCC 54-52.1-03.2(b)
Law Implemented: NDCC 54-52.1-03.3

Section 71-08-06-04 is amended as follows:

71-08-06-04. Cost. The cost for purchase of eligible military service in the defined

contribution plan may be paid as follows:

1 The cost for any required employee contributions to be paid by the
member may be paid in a lump sum or in installments pursuant to
the rules established for purchase or repurchase payment under
subsection 3, 4, or 5 of section 71-02-03-02.2. If no payments have

been made, no credit will be awarded.
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4. The employer cost will be assessed to the member’'s most recent

participating employer. Upon being billed by the public employees

retirement system, the participating employer will have thirty days in which
to make payment in full. If, after sixty days, the employer has not made
payment in full, a civil penalty of fifty dollars will be assessed, and, as
interest, one percent of the amount due for each month of delay or fraction

thereof after the payment became due.

History: Effective May 1, 2004; amended effective July 1, 2006, , 2010.
General Authority: NDCC 54-52-04, 54-52.6-04
Law Implemented: NDCC 54-52.6-09.3, 54-52.6-09.4

Subsection 6 of Section 71-08-07-01 is amended as follows:

71-08-07-01. Additional employer contributions. An employer may elect to provide
additional employer contributions to an employee’s account in an amount not exceeding
the equivalent of a purchase of up to five years of service credit for that employee and
the purchase of an employee’s unused sick leave that meets the requirements of
section 71-08-07-02. Before offering such a program to its employees, an employer
must create a program and document it in writing and submit a copy to the public
employees retirement system. The governing authority of the employer shall also submit

to the executive director of the public employees retirement system a letter indicating:

1. The program meets all the requirements of the North Dakota Century
Code.

2. The program meets all applicable federal requirements.

3. The employer agrees to remit to the public employees retirement

system a lump sum payment of the cost of the purchase upon being billed.
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The employer has not given the employee the option of a cash payment in

lieu of the employer purchase.

The employer shall clearly specify who is eligible for the program and
indicate if the program is intended to be permanent or will be for a specific
time period only.

The employer agrees that all additional employer contributions will not
exceed the equivalent of a purchase of service credit as determined by the
public employees retirement system and all unused sick leave purchases
will be based upon the computation specified in the North Dakota Century
Code. The employer also agrees that all purchases will be completed no
later than the 15t of the month following the month of the employee’s

retirement termination or sixty days from the date the employer and
employee agree to the purchase, whichever comes first.

The employer agrees that in offering such a program the employer will
direct each employee interested in the program to first apply to the
employer’s authorized agent who will then certify the eligibility of the
member and the amount of service credit to be purchased or sick leave to
be converted and send such certification to the public employees
retirement system. The employer also agrees that the employer’s
authorized agent will coordinate the program, authorize all purchases in
writing to the public employees retirement system and be the focal point
for communications between the public employees retirement system, the

employer, and the employee.

The employer agrees that for each employee certified to be eligible to

have service credit purchased or sick leave converted, the employer will
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first obtain from the employee authorization for the public employees

retirement system to share confidential information with the employer.

9. The employer certifies that in offering the program, the employer is
making it available to all employees or a specified class of employees on a

nondiscriminatory basis.

10. The employer agrees to provide information and policies pertaining
to the employer purchase program pursuant to North Dakota Century
Code section 54-52-26.

When an employer files the above letter with the public employees retirement
system, the employer may offer the program to its employees. An employer may
terminate this program at any time upon the governing authority of the employer
sending to the executive director of the public employees retirement system a
letter indicating when the program is to be canceled.

History: Effective May 1, 2004; amended effective July 1, 2006; April 1, 2008,
, 2010.

General Authority: NDCC 54-52-04, 54-52.6-04

Law Implemented: NDCC 54-52.6-09.2
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Proposed Rules 2009

PROPOSED RULES

REASON PROPOSED

Section 71-01-02-03 is amended as follows:

71-01-02-03. Candidate eligibility.

1. Any active participating member employee, members of the defined

contribution retirement plan, the highway patrol retirement system and the job service

retirement plan are eligible to serve as an elected member of the board in accordance with

subsection 4 of North Dakota Century Code section 54-52-03, may become a candidate for
election to the board. A department or political subdivision may not be represented by more

than one elected member. Employees who have terminated their employment for whatever

reason are not eligible to serve as an active elected member of the board.

2. Any person, as of April fifteenth of the election year, who has accepted a retirement
allowance or who is eligible to receive deferred vested retirement benefits, may become a

candidate for the retiree member to the board.

History: Effective April 1, 1992; amended effective July 1, 1994; July 1, 2000;
April 1, 2008, , 2010

General Authority: NDCC 54-52-04, 54-52-17(5)

Law Implemented: NDCC 54-52-03

To comply with provisions of SB 2153.
Adds members of the defined contribution,
highway patrol and job service retirement
systems and clarifies that terminated
employees may not serve as an active
elected member of the board.




PROPOSED RULES

REASON PROPOSED

A new subsection 8 is added to Section 71-01-02-09 as follows:

71-01-02-09. Canvassing rules.

1. Ballot counting by election committee members or their authorized
representatives will commence at nine a.m. on the third Monday of

June and will continue until complete.

2. Each candidate may have one overseer present at the canvassing who
may examine each ballot as to its sufficiency after the canvassers have
completed the canvassing of all ballots. No overseer may possess
a pen, pencil, or other device which could be considered capable of

altering a ballot in any manner.

3. A candidate may act as his or her overseer. If a candidate wishes to
designate a representative to act as his or her overseer, that candidate
must provide a written authorization, duly witnessed, to the election
committee at the canvassing. An overseer may act on behalf of more
than one candidate; however, each person must show the required

authorization from each candidate represented.

4. The overseer may question the decision of the canvassers regarding a




PROPOSED RULES

REASON PROPOSED

8.

ballot after completion of the canvassing. If questioned, the comments
of an overseer will be heard. The canvassers will then vote regarding

the acceptability of the ballot with the majority vote ruling.

. A ballot is not valid where the number of votes on the ballot exceeds

the number of vacancies in the election. A ballot that does not, in the
opinion of a majority of the canvassers, show a clear indication of the

voter’s intention, may not be counted.

. If the percentage of votes received by the candidate receiving the

highest number of votes is less than one percent more than the votes
received by the candidate receiving the next highest number of votes,

the board shall order a recount.

. Tie votes will be determined by a coin toss. If this procedure is

necessary, the election committee will establish and notify the tied

candidates of the procedure and location for resolving the tie.

If the committee should determine that the outcome of the election has been

compromised for any reason, the committee may determine the election to be

invalid. If the election is determined to be invalid, the committee shall call for a new

election with a new election schedule.

Provides the Board authority to call an
election and conduct a new election
should it determine and election was
invalid.




PROPOSED RULES

REASON PROPOSED

History: Effective April 1, 1992; amended effective April 1, 2008, , 2010
General Authority: NDCC 54-52-04
Law Implemented: NDCC 54-52-03

Subsection 14 of Section 71-02-01-01 is amended as follows:

CHAPTER 71-02-01
DEFINITIONS

71-02-01-01. Definitions. As used in North Dakota Century Code chapter 54-52 and this
article:

1. "Accumulated contributions" means the total of all of the following:

a. The employee account fund balance accumulated under the prior plan as of June 30, 1977.
b. The vested portion of the employee’s "vesting fund" accumulated under the prior plan as of
June 30, 1977.

c. The member’s mandatory contributions made after July 1, 1977.

d. The member’s vested employer contributions made after January 1, 2000, pursuant to North
Dakota Century Code section 54-52-11.1.

e. The interest on the sums determined under subdivisions a, b, ¢, and d, compounded
annually at the rate of five percent from July 1, 1977, to June 30, 1981, six percent from July 1,
1981, through June 30, 1986, and one-half of one percent less than the actuarial interest
assumption from July 1, 1986, to the member’s termination of employment or retirement.

f. The sum of any employee purchase or repurchase payments.

2. "Actuarial equivalent" means a benefit calculated to be of equal value to the benefit

otherwise payable when computed on the basis of assumptions and methods adopted for this




PROPOSED RULES

REASON PROPOSED

purpose by the board.

3. "Alternative retirement system" means the teachers’ fund for retirement, the highway
patrolmen’s retirement system, and the teachers’ insurance and annuity association of
America.

4. "Beneficiary" means any person in receipt of a benefit provided by this plan or any person
designated by a participating member to receive benefits.

5. "Bonus" means cash compensation for services performed in addition to base salary
excluding commission and shift differentials. Bonus does not include lump sum payments of
sick leave provided under North Dakota Century Code section 54-06-14 or lump sum
payments of annual leave or vacation pay.

6. "Claim" means the right to receive a monthly retirement allowance, the receiving of a
retirement allowance, or the receiving of a disability benefit.

7. "Continuously employed" means any period of employment uninterrupted by voluntary or
involuntary termination or discharge. A member who has taken a leave of absence approved
by the member’s employer, not to exceed a year unless approved by the executive director,

and returns to employment shall be regarded as continuously employed for the period.

8. "Contribution" means the payment into the fund as a percentage of the salary of a member.

9. "Correctional officer" means a person who has completed a correctional officer course
approved or certified by the North Dakota department of corrections and rehabilitation and is
employed by a correctional facility as defined in North Dakota Century Code chapter 12-44.1.
10. "County judge" means a judge who was elected pursuant to North Dakota Century Code
section 27-07.1-01 or an individual holding the position of county judge, county justice, or

judge of county court prior to the general election in 1982, who meets all the eligibility




PROPOSED RULES

REASON PROPOSED

requirements established under North Dakota Century Code chapter 54-52.

11. "Interruption of employment" is when an individual is inducted (enlists or is ordered or
called to active duty into the armed forces of the United States) and leaves an employment
position with a state agency or political subdivision, other than a temporary position. The
individual must have left employment to enter active duty and must make application in
accordance with the Uniformed Services Employment and Reemployment Rights Act.

12. "Leave of absence" means the period of time up to one year for which an individual may be
absent from covered employment without being terminated. At the executive director’s
discretion, the leave of absence may be extended not to exceed two years, or indefinitely if the
leave of absence is due to interruption of employment.

13. "Medical consultant" means a person or committee appointed by the board of the North
Dakota public employees retirement system to evaluate medical information submitted in
relation to disability applications, recertifications, and rehabilitation programs or other such
duties as assigned by the board.

14. "Normal retirement age", except for members of the national guard and law enforcement,

means age sixty-five exeeptas unless otherwise provided. For members of the national guard

and law enforcement, normal retirement age means age 55, unless other wise provided.

History: Amended effective September 1, 1982; November 1, 1990; September 1,
1991; January 1, 1992; September 1, 1992; June 1, 1993; July 1, 1994; June 1,
1996; July 1, 2000; April 1, 2002; May 1, 2004; July 1, 2006, , 2010
General Authority: NDCC 54-52-04

Law Implemented: NDCC 54-52

Clarifies the definition for Normal
Retirement Age as Age 65 for all plans
except National Guard and Law
Enforcement which is age 55.




PROPOSED RULES

REASON PROPOSED

Subsections 2 and 6 of Section 71-02-03-02.2 are amended as follows:

71-02-03-02.2. Payment. The total dollar amount for the purchase or
repurchase may be paid in a lump sum or on a monthly, quarterly, semiannual,
or annual basis. Payments may be subject to contribution limitations established
under 26 U.S.C. 415. Payments must begin within ninety days of the date the
written cost confirmation is prepared. If the installment method is used, the

following conditions apply:

1. Simple interest at the actuarial rate of return must accrue monthly on the unpaid
balance. Interest is calculated from the fifteenth of each month.
2. The installment schedule may extend fer-asHeng-as while the employee is

employed by a participating employer but for no longer than a 15 year time

period.

3. Installment payments may be made by a payroll deduction where
available. However, it is the responsibility of the member to initiate and
terminate the payroll deduction.

4, Payments may only be received until the fifteenth of the month following the
month of the member’s termination date with a participating employer.
Payments are due by the fifteenth of the month to be credited for the month.

Payments must be greater or equal to fifty dollars per month, large enough to

pay the current interest plus a portion of principal and an amount necessary to

Sets minimum payment amount pertaining
to payments for service credit purchases
and establishes a maximum payment
schedule of 15 years. This allows
NDPERS to create an amortization
schedule for the member with payments
sufficient to pay off the purchase contract
by the end of the contract term, which will
alleviate allowing member’s to purchase
with a minimum payment amount that only
gets applied towards interest and not the
principal of the purchase contract
(reviewed and approved by the Board at
the August 20, 2009 meeting).
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complete the payment contract within the 15 year time period.

History: Effective November 1, 1990; amended effective July 1, 1994; June 1,
1996; May 1, 2004; July 1, 2006, , 2010.

General Authority: NDCC 54-52-02.6, 54-52-04, 54-52-17, 54-52-17.2,
54-52-17.4

Law Implemented: NDCC 54-52-02.6, 54-52-17, 54-52-17.2, 54-52-17 .4

Section 71-02-03-02.4 is amended as follows:

71-02-03-02.4. Crediting purchased or repurchased service. Service purchased or

repurchased will be credited in the following manner:

the-accountis-paid-infull For each month the system receives a payment

towards a purchase contract, the member will earn a proportion of service

credit.

Due to new business system, NDPERS
will be able to pro-rate service credit each
time a payment is received, rather than
upon completion or closing of a purchase
contract. The changes made under this
section allow us to apply a proportion of
service based upon a payment being
received. Also addresses conversion of
service from main to judges credit for
eligible judges, specifically addressing
when their account will be transferred from
main to the judges plan (reviewed and
approved by the Board at the August 20,
2009 meeting).
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PROPOSED RULES

3 For members converting service under the public employees retirement system

to service under the judge’s retirement system, each month of county judge

service under the public employees retirement system will be converted to one

month of judicial service credit. The account balance from the public

employee’s retirement system will be transferred to the judge’s retirement

system account once the contract is paid in full or closed.

History: Effective November 1, 1990; amended effective July 1, 1994; June 1,
1996; May 1, 2004, , 2010.

General Authority: NDCC 54-52-02.6, 54-52-04, 54-52-17, 54-52-17.2,
54-52-17.4

Law Implemented: NDCC 54-52-02.6, 54-52-17, 54-52-17.2, 54-52-17 .4

Subsection 6 of section 71-02-03-07 is amended as follows:

71-02-03-07. Employer purchase of service credit or sick leave program. An employer
may elect to purchase up to five years of service credit for an employee and purchase an
employee’s unused sick leave that meets the requirements of section 71-02-03-08. Before

offering a purchase program to its employees, the employer must create a program and an

Clarifies timeline for an employer to pay
for a purchase on behalf of an employee
to make it based on member’s termination
and not retirement, which can occur many
years after a member leaves employment.
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employer must document the program in writing and submit a copy to the public employees

retirement system. The governing authority of the employer shall also submit to the executive

director of the public employees retirement system a letter indicating:

The program meets all the requirements of the North Dakota Century Code.
The program meets all applicable federal requirements.

The employer agrees to remit to the public employees retirement

system a lump sum payment of the cost of the purchase upon being billed.

The employer has not given the employee the option of a cash payment in lieu
of the employer purchase.

The employer shall clearly specify who is eligible for the program and indicate if
the program is intended to be permanent or will be for a specific time period
only.

The employer agrees that all purchases for service credit will be based upon
actuarial cost as determined by the public employees retirement system and all
unused sick leave purchases will be based upon the computation specified in
the North Dakota Century Code. The employer also agrees that all purchases

will be completed no later than the 15th of the month following the month of the

employee’s retirement termination or sixty days from the date the employer and

employee agree to the purchase, whichever comes first.

History: Effective May 1, 2004; amended effective July 1, 2006; April 1, 2008, ,

2010.
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General Authority: NDCC 54-52-04
Law Implemented: NDCC 54-52-17.4, 54-52-29

Subsections 2 and 3 of section 71-02-04-02 are amended as follows:

71-02-04-02. Special retirement options - Application.

A member may elect a retirement option by filing an application with

the office no less than thirty days prior to the beginning date of benefit
payments. An application may be filed later than thirty days if approved by the
executive director upon receiving sufficient evidence that the application was

delayed by the member’s employer.

A member may revoke the election of an optional benefit as provided in
subsection 1 and make a new election, if such revocation is received in writing
before the first retirement check is cashed but no later than fifteen days after the
first retirement check has been issued. If the member changes the member’s
election less than fifteen days prior to the named beginning date of benefits, the
first retirement payment may be delayed up to two months. Any delayed
payment must be adjusted to include any deferred retirement payments. If the

member’s first retirement payment is paid by direct deposit and the member

Establishes process and timeframe for a
new retiree to make a benefit change in
the event the receiver has their first
payment deposited directly into a bank
account. The new business system will
allow us to pay first payments through
direct deposit and therefore, rules needed
to be added to address benefit change.
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wishes to revoke the election of the benefit, then the member must immediately
notify NDPERS of their election. The benefit will only be revoked if NDPERS is

able to reverse the direct deposit paid to the bank within the bank reversal

window.

3. A member may not revoke the elected benefit after receiving and cashing the

first benefit check or if paid by direct deposit, after the bank reversal window

has expired, unless, the member can provide sufficient evidence to the
executive director that the factual basis by which the election was made later
proved to be incorrect and such was due in part to representation or

misrepresentations made by the employer or the office.

History: Amended effective November 1, 1990; May 1, 2004, . , 2010
General Authority: NDCC 54-52-04, 54-52-17
Law Implemented: NDCC 54-52-17

Section 71-02-04-03 is amended as follows:

71-02-04-03. Payment date - Retirement benefits. Except for retirement

options provided in section 71-02-04-02, a member’s retirement benefit shall
commence on the first day of the month which follows the member’s eligibility for

the benefit and which is at least thirty days after the date on which the member filed an

application with the office. Notwithstanding any other provision in this article, benefits must

12
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begin no later than April first of the calendar year after the calendar year in which the member
retires or attains the age of seventy and one-half years, whichever is later. If the member is
employed but ineligible for active participation in the retirement plan, the member’s benefits
must begin no later than April first of the calendar year after the calendar year in which the
member attains the age of seventy and one-half years. In the absence of a retirement

application, benefits shall be paid based on a single life, or normal retirement for judges,

payment option. Benefits must be sent to the member’s last-known address. If the benefit
checks are returned with no forwarding information, the benefits will remain in the fund, and
will be distributed in a lump sum retroactive to the required beginning date upon location of the

member.

History: Amended effective November 1, 1990; July 1, 1994; July 1, 2000,
General Authority: NDCC 54-52-04, 54-52-17
Law Implemented: NDCC 54-52-17

, 2010.

Clarifies that the for the Judges plan the
benefit is a Normal retirement wherever all
other plans the benefit is a Single Life
plan. The Normal retirement benefit for
Judges provides an unreduced 50%
surviving spouse benefit.

Section 71-02-04-04 is amended as follows:
71-02-04-04. Optional benefits. A member may elect, as provided in section 71-02-04-02, to
receive one of the following optional benefits in lieu of the regular single life, or normal for

judges, retirement benefit.

1. One hundred percent joint and survivor benefit. A member shall

Removes descriptive language for Level
Social Security Option, Partial Lump Sum
Option and the Deferred Normal
Retirement Option as they are outlined in
a new section that provides details on
benefit modifications.
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receive an actuarially reduced retirement benefit during the member’s lifetime
and after the member’s death the same amount will be continued to the
member’s surviving spouse during the spouse’s lifetime. The designated
beneficiary is limited to the member’s spouse. Payments of benefits to a
member’s surviving spouse shall be made on the first day of each month
commencing on the first day of the month following the member’s death,
providing the beneficiary has supplied a marriage certificate and death
certificate and is still living. Benefits shall terminate in the month in which the
death of the beneficiary occurs. In the event the designated beneficiary
predeceases the member or, in the event of divorce, the option shall be
canceled and the member’s benefit shall be returned to the single life amount.
Payment of the single life amount shall commence on the first day of the month
following the spouse’s death providing written notification of death and a death
certificate has been submitted or, in the event of divorce, a photocopy of the

divorce decree.

Fifty percent joint and survivor benefit. A member shall receive an
actuarially reduced retirement benefit during the member’s lifetime and after the
member’s death one-half the rate of the reduced benefit will be continued to the
member’s surviving spouse during the spouse’s lifetime. The designated
beneficiary is limited to the member’s spouse. Payments of benefits to a
member’s surviving spouse shall be made on the first day of each month

commencing on the first day of the month following the member’s death,
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providing the beneficiary has supplied a marriage certificate and death
certificate and is still living. Benefits shall terminate in the month in which the
death of the beneficiary occurs. In the event the designated beneficiary
predeceases the member or, in the event of divorce, the option shall be
canceled and the member’s benefit shall be returned to the single life amount.
Payment of the single life amount shall commence on the first day of the month
following the spouse’s death providing written notification of death and a death

certificate has been submitted or, in the event of divorce, a photocopy of the

divorce decree.
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4 Twenty-year or ten-year certain option. A member may elect an
option which is the actuarial equivalent of the member’s normal, early, or

deferred vested retirement pension payable for life with a twenty-year or ten-

year certain feature, as designated by the member.
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History: Amended effective September 1, 1982; November 1, 1990; July 1, 1994;
May 1, 2004; July 1, 2006; April 1, 2008, , 2010.

General Authority: NDCC 54-52-04, 54-52-17

Law Implemented: NDCC 54-52-17

Section 71-02-04-04.1 is created as follows:

71-02-04-04.1. Benefit Modifications. A member may elect as provided in section 71-02-04-

02, to receive one of the following benefit modifications.

1. Level social security option. A member who retires prior to receiving

social security benefits may elect the level social security option.

Under this option, the member’s monthly benefit is adjusted so the

combined benefits received from the fund and social security remain level

before, and after, the date social security benefits begin. The adjusted benefit

payable from the fund must be determined on an actuarial equivalent based on

an age no earlier than sixty-two and no later than full retirement age as

specified by the social security administration as chosen in writing by the

member. A member shall submit an estimated benefit from social security that

was computed no more than six months before commencement of retirement

benefits. A member may only select this option if they have selected to receive

a single life/normal retirement option.

A new section which establishes benefit
modifications specific to the Level Social
Security Option, Partial Lump Sum Option,
Deferred Normal Retirement Option and
the Graduated Benefit Option (graduated
benefit option rules reviewed and
approved at the March 19, 2009 Board
meeting). Also, section specific to Level
Social Security Option does not include
requirement that benefit payment be
greater than $100 to select the Level
Social Security Option.
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Partial lump sum option. The partial lump sum option will only

be available to members who retire on or after reaching normal

retirement date. This option is an irrevocable election and made

at initial application for retirement. The payment is equal to twelve

monthly payments determined under the single life annuity option. The member

is permitted to choose one of the optional forms of payment as defined in 71-02-

04-04 for ongoing benefits. The ongoing benefits will be actuarially reduced to

reflect the partial lump sum payment.

Deferred normal retirement option. The deferred normal retirement

option will only be available to members who retire after reaching normal

retirement date. This option is an irrevocable election and made at initial

application for retirement. The payment is in lieu of a lump sum equal to the

amount of missed payments, without interest, retroactive to the member’s

normal retirement date. The member is permitted to choose one of the optional

forms of payment as defined in 71-02-04-04. The ongoing benefits will be

actuarially increased to reflect the lump sum.

Graduated benefit option. The graduated benefit option will only be available to

members who retire after reaching normal retirement date. This option is an

irrevocable election and made at initial application for retirement. The member

is permitted to choose one of the optional forms of payment for ongoing benefits

18
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as defined in 71-02-04-04. The ongoing benefits will be actuarially reduced to

reflect the election of the graduated benefit option.

History: Created effective , 2010
General Authority: NDCC 54-52-04, 54-52-17
Law Implemented: NDCC 54-52-17

71-02-04-07. Amount of early retirement benefit.
1. Except for members of the national guard, the early retirement benefit shall be an amount

actuarially reduced from the single life retirement benefit by one-half of one percent for each
month (six percent per year) that the member is younger than the age at which the member
would be at the member’s normal retirement date on the date the member’s early retirement
benefit eommeneeseffective date.

2. For members of the national guard, the early retirement benefit must be an amount
actuarially reduced from the single life retirement benefit by one-half of one percent for each
month (six percent per year) that the member is younger than age fifty-five on the date of the
member’s early retirement benefit ecommeneeseffective date.

History: Amended effective September 1, 1982; June 1, 1996; April 1, 2002;

May 1, 2004; July 1, 2006.

General Authority: NDCC 54-52-04, 54-52-17

Law Implemented: NDCC 54-52-17

Clarifies early retirement reduction is

based on member’s retirement effective

date, not date paid.
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Section 71-02-04-10 is amended as follows:

71-02-04-10. Erroneous payment of benefits - Overpayments.

1.

An "overpayment" means a payment of money by the public employees
retirement system that results in a person receiving a higher payment than the
person is entitled to under the provision of the retirement plan of membership.
A person who receives an overpayment is liable to refund those payments upon
receiving a written explanation and request for the amount to be refunded. All
overpayments must be collected using the care, skill, prudence, and diligence
under the circumstances then prevailing that a prudent person acting in like
capacity and familiar with such matters would use in the conduct of an
enterprise of like character and with like gains. If the cost of recovering the
amount of the overpayment is estimated to exceed the overpayment, the
repayment is considered to be unrecoverable.

If the overpayment of benefits was not the result of any wrongdoing, negligence,
misrepresentation, or omission by the recipient, the recipient may make
repayment arrangements subject to the executive director’s approval within
sixty days of the written requestfor+efund notice of overpayment with the
minimum repayment amount no less than fifty dollars per month with-the-tetal

repayment-period-notto-exceed-thirty-sbmenths. If repayment arrangements

are not in place within sixty days of the date of the written notice of

overpayment, the executive director shall offset the amount of the overpayment

from the amount of future retirement benefit payments so that the actuarial

Amendments to the recovery of
overpayments of benefits are a result of
more functionality of new NDPERS
business. The repayment time period was
added previously as NDPERS had no
automated functionality to bill a member or
tracking repayment schedules.
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equivalent of the overpayment is spread over the individuals benefit payment
period.

4, If the overpayment of benefits was the result, in whole or in part, of the
wrongdoing, negligence, misrepresentation, or omission of the recipient, the
recipient is liable to pay interest charges at the rate of six percent on the

outstanding balance to compensate the fund for lost earnings; from the time the

erroneous benefit was paid through the time it has been refunded in full;-plas
applicable-interest. Recovered funds are first applied to interest, and if any

amount is left over, that amount is applied to principal. The recipient may make

repayment arrangements, subject to the executive director’s approval, within

sixty days of the written request for refund with the minimum repayment amount

no less than fifty dollars per month with-the-totalrepayment-period-notte
exceed-thirty-six-menths. If repayment arrangements are not in place within

sixty days of the date of the written notice of overpayment, the executive
director shall offset the amount of the overpayment from the amount of future
retirement benefit payments so that the actuarial equivalent of the overpayment
is spread over the inrdividaals benefit payment period.

5. If an individual dies prior to fully refunding an erroneous overpayment of
benefits, the public employees retirement system must make application to the

estate of the deceased to recover the remaining balance.

History: Effective June 1, 1996; amended effective April 1, 2002; July 1, 2006;
April 1, 2008, , 2010.

These amendments to mirror what is in the
Highway Patrol overpayment rules. Both
sections are being amendment to mirror
each other.
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General Authority: NDCC 54-52-04, 54-52-17
Law Implemented: NDCC 39-03.1-25, 54-52-17

Subsection 1 of section 71-02-05-07.1 is amended as follows:

71-02-05-07.1. Judges’ retirement plan optional benefits. For the judges’ retirement plan,
an individual deemed eligible for a disability benefit may elect, as provided in this section, to
receive one of the following optional benefits in lieu of the regular disability benefit. Under no
circumstances is an option available if the calculation of the optional benefit to which the

member is entitled results in an amount which is less than one hundred dollars.

1. One hundred percent joint survivor benefit. A member shall receive an actuarially
reduced disability retirement benefit as long as the member remains eligible for benefits under
subdivision e of subsection 3 of North Dakota Century Code section 54-52-17 and after the
member’s death the same amount will be continued to the member’s surviving spouse during
the spouse’s lifetime. The designated beneficiary is limited to the member’s spouse. Payments
of benefits to a member’s surviving spouse must be made on the first day of each month
commencing on the first day of the month following the member’s death, provided the
beneficiary is still living and has supplied a marriage certificate and the member’s death
certificate. Benefits terminate in the month in which the death of the beneficiary occurs. In the
event the designated beneficiary predeceases the member or, in the event of divorce, the

option must be canceled and the member’s benefit must be returned to the sirgleife normal
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retirement amount. Payment of the normal retirement amount must commence on the first day
of the month following the spouse’s death providing written notification of death and a death

certificate has been submitted or, in the event of divorce, a photocopy of the divorce decree.

Section 71-02-05-09 is amended as follows:

71-02-05-09. Interest accrual on accumulated contributions for disabled annuitants.
Effective January 1, 1998, interest must accrue on accumulated contributions as defined in

article 71-02 until the disabled annuitant reaches that person’s normal retirement dateage,

cancels benefit in accordance with 71-02-05-03, the account is closed, or until benefit

payments commence to the member’s beneficiary.

History: Effective July 1, 1998; amended effective May 1, 2004; July 1, 2006, ,
2010,

General Authority: NDCC 54-52-04

Law Implemented: NDCC 54-52-17

Amendment to clarifies when interest
accrual on a disability account must end.

Subdivision a of subsection 1 of Section 71-02-06-01 is amended as follows:

71-02-06-01. Conditions for return.

1. The accumulated contributions of a member who terminates permanent

In compliance with federal law, this section
provides clarification regarding
contributions to be returned to a non-
vested member upon termination of
employment if their account balance is
less than $1000.00.
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2.

employment:

Before accumulating three years of service credit and whose account balance is

less than $1000.00 shall be automatically refunded unless the member elects to

remain in an inactive status.

After accumulating three years of service credit shall be refunded

upon application filed with the executive director.

The termination date for purposes of processing an application

for refund or rollover must be the last date for which a member

receives salary except for a member who is on an approved leave of absence.
For members who are paid salary in any month following actual separation from
employment if the salary is received after the normal processing date, the
termination date for purposes of processing the application must be the same

date as the date that the last paycheck was issued as salary.

Retirement contributions must be returned if a membership enroliment
application form has not been filed with the office. Contributions will be

returned until proper membership enroliment forms have been filed.

History: Amended effective November 1, 1990; June 1, 1996; July 1, 1998; July 1, 2000; May

1, 2004,

, 2010

General Authority: NDCC 54-52-04
Law Implemented: NDCC 54-52-06, 54-52-17
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Section 71-02-07-02 is amended as follows:

71-02-07-02. Return to service - Retired member. The benefits of a retired member who
returns to permanent employment shall be suspended without interest accruing on the
suspended account, except as provided in subsection 1 of North Dakota Century Code section
54-52-05. Upon subsequent termination, the member S beneflt shall be recalculated as foIIows

shall be based on the beneflt prOV|S|ons in effect at flnal retlrement and shall include the
member:s and spouse’s age ahd-,salary earned during the period of reemployment, and
togetherwith total service credits earned before and after reemployment, adjusted to take
account of benefit payments received prior to reemployment. If a different option is selected at
the second retirement date, the member and office will submit information as required to make
an actuarial determination of the elected benefit and the related payment of such.

32. If a member dies during subsequent employment, the member’s initial retirement bene fit

option electlon ill apply H—a—beﬂeﬂt—eleetren%as—aq—ephenakbeneﬁﬁmdeesubsm—eez

shall be based on the benefit provisions in effect at final retlrement and shall include the

member and spouses’s ages ,salary earned during the period of reemployment, and total
service credits earned before and after reemployment, adjusted to take account of bene fit
payments received prior to reemployment.

History: Amended effective November 1, 1990; July 1, 1998; May 1, 2004, July 1,

Removing the refund option for retired
members who return to work and
subsequently retire. All service earned
during the subsequent employment will be
combined with the member’s previous
retirement benefit.

Amendment also to clarify that member’s
monthly benefit will be recalculated based
on the factors at final retirement.
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2006, , 2010 .

General Authority: NDCC 54-52-04, 54-52-17
Law Implemented: NDCC 54-52-17

Section 71-02-11-04 is amended as follows:

71-02-11-04. Payment. The cost for purchase of eligible military service
in the North Dakota public employees retirement system and the North Dakota

highway patrolmen’s retirement system is as follows:

1. The cost for any required employee contributions to be paid by the
member may be paid in a lump sum or in installments pursuant to
the rules established for purchase or repurchase payment under
subsection 1, 2, or 3 of section 71-02-03-02.2. H-retirement-oceurs

complete: If no payments have been made, no credit will be awarded. To
prevent any delay in issuing the employee’s first retirement check, purchase

must be completed at least thirty days prior to retirement date.

2. The employer cost will be assessed to the member’s most recent
participating employer. Upon being billed by the North Dakota public employees
retirement system, the participating employer will have thirty days in which to

make payment in full. If, after sixty days, the employer has not made payment in

These changes modify the process for
crediting purchased eligible military
service credit.
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full, a civil penalty on fifty dollars will be assessed, and, as interest, one percent

of the amount due for each month of delay or fraction thereof after the payment

became due.

History: Effective September 1, 1991; amended effective May 1, 2004; July 1,
2006, , 2010..

General Authority: NDCC 54-52-04

Law Implemented: NDCC 54-52-17.4(5), 54-52-17.14

Subsections 2 and 3 of Section 71-03-03-01 are amended as follows:

71-03-03-01. Enrollment. An eligible employee is entitled to coverage
the first of the month following the month of employment, previded if the employee
submits an application for coverage within the first thirty-one days of employment
or eligibility for one of the following special enrollment periods:

1. Loss of coverage under any other health insurance plan.

2. Addition-of-a-spouse Marriage. An employee who previously waived
coverage must is-alse-eligible-te enroll for coverage at the time the employee’s

Clarifies and updates language to be
consistent with group health contract.
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spouse is enrolled.

3. Addition of a dependent as a result of birth, adoption, placement
for adoption, receiving legal guardianship, or receiving a court order
to provide health coverage. An employee who previously waived
coverage must is-alse-eligible-te enroll for coverage at the same time that
the employee’s eligible dependent is enrolled.

History: Effective October 1, 1986; amended effective July 1, 1994; June 1, 1996;
July 1, 1998, , 2010 .

General Authority: NDCC 54-52.1-08
Law Implemented: NDCC 54-52.1-03

Section 71-03-04-01 is amended as follows:

71-03-04-01. Employer contribution. Each agency shall pay to the board
the full amount of the employer contribution by the fifteenth of each month. The
agency will verify the number of eligible employees and the level of coverage for
each. An employee is eligible for an employer contribution for the month following
the month of employment. If an eligible employee terminates employment prior to the effective
date of coverage, no employer contribution is required. The employer contribution ends the
month following the month of termination of employment. When an employee transfers from
one state agency to another, the new agency is responsible for the payment of the premium for
the first of the month following employment.

History: Effective October 1, 1986; amended effective November 1, 1990, , 2010 .

General Authority: NDCC 54-52.1-08
Law Implemented: NDCC 54-52.1-06

Adds language to clarify that employer

contributions are not payable if employee

terminates prior to effective date of

coverage.

Section 71-03-04-05 is amended as follows:
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71-03-04-05. Premium for basic term life insurance. All state

departments and-thosepeolitical-subdivisions that electte participate in the group

life insurance program must pay the board the full premium for the basic term life insurance for
each of its eligible employees.

History: Effective October 1, 1986; amended effective July 1, 1994; July 1,1998, ,

2010.

General Authority: NDCC 54-52.1-08
Law Implemented: NDCC 54-52.1-01(7)

Removes language referring to political
subdivision employer responsibilities as
this is addressed in 71-03-07.

Section 71-03-05-05 is amended as follows:

71-03-05-05. Appeal process. If an employee’s application for benefits
has been denied in whole or in part by the board or its agent, the employee will be
notified in writing of the denial and the reasons. Within sixty days of the date shown
on the denial notice, the employee may file a petition for review. The petition must
be in writing, the reasons stated for disputing the denial and be accompanied by any
documentatryion material. Should the employee filing a petition for review, or should
the board or its agent desire information which cannot be presented satisfactorily
by correspondence, the board or its designated appeals committee may schedule
a hearing. The person filing the appeal will be notified in writing at least fifteen days

prior to hearing of the time, date, and place.

The board or its agent will render a decision as soon as possible, but not

later than one hundred twenty days after the receipt of the petition for review. The

Corrects terminology.
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decision will be in writing.

History: Effective October 1, 1986; amended effective November 1, 1990,
General Authority: NDCC 54-52.1-08
Law Implemented: NDCC 54-52.1-08

, 2010 .

Subdivision a of subsection 4 of Section 71-03-05-08 is amended as follows:

71-03-05-08. Erroneous payment of premiums - Underpayments.

1. An "underpayment" means a payment of money to the public employees
retirement system for group insurance premiums that is less than the
premiums due for the level of coverage that should have been in effect.
Underpayment of premium is solely an error in the amount of premium
billed to the individual.

2. An individual who underpays premiums is liable to pay those premiums
upon receiving a request for repayment and an explanation of the
amount due from the executive director. All underpayments must
be collected using the care, skill, prudence, and diligence under the
circumstances then prevailing that a prudent person acting in like
capacity and familiar with such matters would use in the conduct

of an enterprise of like character and with like gains. If the cost of
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recovering the underpayment is estimated to exceed the amount of the

underpayment, the underpayment is considered to be unrecoverable.

3. If an underpayment is discovered in the first month it occurs, the
individual must pay the amount due in a lump sum within thirty days of

the discovery of the error.

4. If an underpayment is not discovered within the first month it occurs, the

following will apply:

a. If not the result of any wrongdoing, negligence, misrepresentation,
or omission by the individual, then the individual must make
arrangements within sixty days of receiving written notification to
either pay by lump sum or installments. The installment payment
schedule is subject to approval by the executive director with the
minimum repayment amount no less than fifty dollars a month.

—with-the-tetalrepaymentperiod-netto-exceedthirty-sixmonths. If
repayment arrangements are not in place within sixty days of the
date of the written request for repayment, the executive director
shall authorize payment to be made in three equal installments,
using the same payment method the individual has authorized for

paying current monthly premiums.

Removes language referencing maximum

repayment period.
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b. If underpayment is the result, in whole or in part, of the wrongdoing,
negligence, misrepresentation, or omission of the individual,
underpayments must be made in full within sixty days of written

notification.

. If an underpayment occurs and the individual no longer participates
in the group insurance, any premium amounts due are immediately

payable.

. If the individual dies prior to paying in full, then the public employees
retirement system must make application to the estate of the deceased

to recover the remaining balance.

. If the individual refuses to repay the underpayment, or the
underpayment is not paid in full, coverage will be canceled retroactive
to the first day of the month following the month for which full premium
payment was received. The public employees retirement system will
provide written notice advising the individual that payment in full must
be received within thirty days of the written notification to reinstate

coverage retroactively to the date that coverage was canceled.

History: Effective April 1, 2002; amended effective April 1, 2008,
General Authority: NDCC 54-52.1-08

, 2010.

32




PROPOSED RULES

REASON PROPOSED

Law Implemented: NDCC 54-52.1-08

Section 71-03-06-01 is amended as follows:

71-03-06-01. Enrollment. 4 New An eligible employee of-a-patticipating-political
subdivision-are is entitled to coverage the first of the month following the month of
employment, if the employee submits an application for coverage within the first thirty-one
days of employment, or eligibility for one of the following special enroliment periods:

1. Loss of coverage under any other health insurance plan.
2. Marriage. The enroliment of an employee’s spouse. An employee
who previously waived coverage must is-alse-eligible-te enroll for

coverage at the time the employee’s spouse is enrolled.

3. Addition of a dependent as a result of birth, adoption, placement for adoption

receiving legal guardianship, or receiving a court order to provide health
coverage. An employee who previously waived coverage must is-alse

——eligible-to-enroll for coverage at the same time that the employee’s
eligible dependent is enrolled.

Clarifies and updates language to be
consistent with group health contract.

In compliance with provisions of SB 2153.
Removes language relating to eligibility of
employees that are employed with a
political subdivision that does not offer a
group health insurance plan.
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History: Effective June 1, 1996; amended effective July 1, 1998, , 2010.

General Authority: NDCC 54-52-04

Law Implemented: NDCC 54-52.1-03.1, 54-52.1-03.4

Section 71-03-06-02 is amended as follows:

71-03-06-02. Late Enrollment. Political subdivisions must follow the same enrollment

procedures as outllned in sectlon 71

03- 03 02. An—ehg@le—empleyee—ﬁaﬂmg—te—submﬂ—an

History: Effective June 1, 1996; amended effective July 1, 1998; May 1, 2004,
2010

General Authority: NDCC 54-52-04,
Law Implemented: NDCC 54-52.1-03, 54-52.1-03.1

54-52.1-03.1

Removes redundant language.

Section 71-03-06-03 is amended as follows:

71-03-06-03. Open Special enrollment for certain qualifying events. Political
subdivisions must follow the same enrollment procedures as outlined in section

Changes terminology from “open” to
“special” enrollment for consistency.
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71-03-03-05.

History: Effective June 1, 1996, , 2010.

General Authority: NDCC 54-52-04, 54-52.1-03.1
Law Implemented: NDCC 54-52.1-03, 54-52.1-03.1

Section 71-03-06-05 is amended as follows:

71-03-06-05. Continuation of health benefits for dependents. Political subdivisions must
follow the same continuation procedure as outllned in sectlon 71-03- 03 07.

History: Effective June 1, 1996, , 2010 .

General Authority: NDCC 54-52-04, 54-52.1-03.1
Law Implemented: NDCC 54-52.1-03, 54-52.1-03.1

Removes redundant language.

Section 71-03-06-08 is amended as follows:

71-03-06-08. Employee contribution. An employee who is enrolled in the
group insurance plan and required by the employing agency to pay a part of the
premium must pay the amount due to the employing agency in advance of the
employer’s payment to the public employees retirement system. Fhe-employee’s

Removes unnecessary language
pertaining to payment of employee
contributions. This responsibility is

defined in 71-03-07-03 under employer’s
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responsibility.

History: Effective June 1, 1996, , 2010 .

General Authority: NDCC 54-52-04, 54-52.1-03.1
Law Implemented: NDCC 54-52.1-02, 54-52.1-03.1

Section 71-03-07-01 is amended as follows:

Clarifies the terms for payment of
employer contributions to the group health

71-03-07-01. Employer contribution. Each employer must submit to the _ )
insurance premium.

board the full monthly premium amount for each eligible employee enrolled in the
group insurance plan. The employer must verify the number of eligible employees

and the level of coverage for each. An employee is eligible for an employer contribution for the

month following the month of employment. If an eligible employee terminates employment prior
to the effective date of coverage, no employer contribution is required. The employer

contribution ends the month following the month of termination of employment. Ar-empleyee’s

- When an employee transfers

from one participating enrelied employer to another, the new employer is responsible for the

payment of the submitting-the premium for the first of the month following employment.

History: Effective June 1, 1996, , 2010.
General Authority: NDCC 54-52-04, 54-52.1-03.1
Law Implemented: NDCC 54-52.1-03.1

Section 71-03-07-02,71-03-07-03 and 71-03-07-05 are amended as follows:
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71-03-07-02. Information to employee. Each employer shall inform its eaeh
etigible employees of their employee’s right to group insurance and the process
necessary to enroll. The employer shall provide each eligible employee such

forms as necessary to enroll in the group insurance program.

History: Effective June 1, 1996, , 2010.
General Authority: NDCC 54-52-04, 54-52.1-03.1
Law Implemented: NDCC 54-52.1-03, 54-52.1-03.1

Provides that employer will provide
information to all employees regarding
coverage rights, not just ‘eligible
employees.

71-03-07-03. Collecting employee contributions. Each employer shall
collect any employee contribution due and submit it with any the employer contribution

to the retirement board each month. The employee’s contribution may be paid by any method

acceptable to the agency. When an employee on an approved leave

of absence requests to continue in the group, the employer shall collect the full
amount of the premium from the employee each month and remit it to the retirement
board. The minimum employer contribution will be determined by the retirement

board and must be consistently applied to all eligible employees.

History: Effective June 1, 1996; amended effective May 1, 2004, , 2010.
General Authority: NDCC 54-52-04, 54-52.1-03.1
Law Implemented: NDCC 54-52.1-03, 54-52.1-03.1

Updates language to provide that the
employer may specify the method for
collection of any employer premium
contribution.
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71-03-07-05. Premium for basic term life insurance. All political
subdivisions that elects to participate in the group life insurance program shat must pay
te the retirement board the full premium for the basic term life insurance for each

of its eligible employees.

History: Effective June 1, 1996, , 2010 .
General Authority: NDCC 54-52-04, 54-52.1-03.1
Law Implemented: NDCC 54-52.1-02, 54-52.1-03.1

Updates language for consistency
purposes.

Subsections 1 and 10 of Section 71-04-01-01 is amended as follows:

71-04-01-01. Definitions. The terms used throughout this title have the
same meaning as in North Dakota Century Code section 54-52.2-04, except:

1. "Beneficiary" means an individual designated by the participant in-the

—participantagreement-to receive benefits under the plan in the event

the participant dies.

2. "Compensation" means the total annual remuneration for employment
or contracted services received by the participant from the employer.

3. "Deferred compensation" means the amount of compensation not yet
earned which the participant and the employer shall mutually agree
shall be deferred from current monthly salary in accordance with the
provisions of the plan.

4. "Eligible state deferred compensation plan” means a plan established
and maintained by this state that complies with the Internal Revenue

Updates language to reflect current
administrative policy.
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Code (IRC) 457(b).

5. "Employer" means the state of North Dakota or any of its political
subdivisions, institutions, departments, or agencies.

6. "Participant” is any employee of a participating employer who executes
a participant agreement.

7. "Participant agreement" means a written agreement between the
employer and a participant setting forth certain provisions and elections
relative to the plan, incorporating the terms of the plan and establishing
the participant’s deferral and participation in the plan.

8. "Provider" means any insurance company, federally insured financial
institutions, Bank of North Dakota, or registered dealer under North
Dakota Century Code chapter 10-04 authorized by the retirement board
to provide investment vehicles to employees.

9. "Retirement" means separation from service with the employer on
a date coincidental with the normal, postponed, early, or disability
retirement dates as described in North Dakota Century Code chapter

54-52-17.3.
10. "Retirement board" or “board” means the seven persons described in North Standardizes language to be consistent
Dakota Century Code chapter 54-52-03. with other definitions of “Retirement board”

within administrative rules.

11. "Separation from service" means that term as defined under Internal
Revenue Code section 402(d)(4)(A)(3i) and includes termination of
employment with the employer by reason of death, disability, retirement,
resignation, or discharge.

12. "State" means the state of North Dakota, or any department, institution,
or separate agency thereof acting as an employer of the participant.
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13. "Unforeseeable emergency” means a severe financial hardship to
the participant resulting from a sudden and unexpected iliness or
accident of the participant, the participant’'s spouse or dependent of the
participant, loss of the participant’s property due to casualty, or other
similar extraordinary and unforeseeable circumstances arising as a
result of events beyond the control of the participant.

History: Effective April 1, 1989; amended effective July 1, 1994; April 1, 2002;
May 1, 2004, , 2010.

General Authority: NDCC 28-32-02, 54-52.2-03.2
Law Implemented: NDCC 54-52.2-03, 54-52.2-03.2, 54-52.2-04

Section 71-04-03-02 is amended as follows:

71-04-03-02. Effective date of deferrals. All deferrals are effective the Clarifies language relating to effective date
payroll period ending in the month following the month in which the deferral is of deferrals.
authorized. Deferrals cannot be requested or authorized during for the month in which income

is being earned and-a-deferralis-beingrequested.

History: Effective April 1, 1989, , 2010.

General Authority: NDCC 28-32-02
Law Implemented: NDCC 54-52.2-03; IRC 457(b)(4)

Section 71-04-03-05 and 71-04-03-06 are amended as follows:

71-04-03-05. Unforeseeable emergency. A participant who, prior to Eliminates the term “partial” as it relates to
separation from service, experiences an unforeseeable emergency as defined in emergency withdrawals.
section 71-04-01-01 may apply for a partial distribution of the participant’s deferred
compensation account to the extent reasonably needed to satisfy the financial
need. The participant may make application by completing a financial hardship
form and delivering it to the retirement board offices.
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History: Effective April 1, 1989; amended effective July 1, 1994; April 1, 2002, :

2010.

General Authority: NDCC 28-32-02, 54-52.2-03.2
Law Implemented: NDCC 54-52.2-03, 54-52.2-03.2

71-04-03-06. Termination of participation. Participation in the plan may
be terminated at any time by completion of a participant agreement indicating an
elimination suspension of monthly deferrals.

History: Effective April 1, 1989; amended effective July 1, 1994; April 1, 2002;
May 1, 2004, , 2010.

General Authority: NDCC 28-32-02, 54-52.2-03.2
Law Implemented: NDCC 54-52.2-03, 54-52.2-03.2

Updates language for consistency

purposes.

Sections 71-04-04-01, 71-04-04-02, 71-04-04-03, 71-04-04-04, 71-04-04-05, 71-04-04-06, 71-
04-04-07 and 71-04-04-10 are amended as follows:

71-04-04-01. Enrollment. The retirement board shall design and provide
employees with a participant agreement to facilitate the enroliment in the plan. The
participant agreement must provide for the collection of all information regarding
identification of the employee, starting date of the deduction, the payroll period

affected, name of the provider company, and the provider representative.

History: Effective April 1, 1989; amended effective September 1, 1997; May 1,

Updates all references to “retirement
board” in this chapter for consistency

purposes.
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2004, , 2010.
General Authority: NDCC 28-32-02
Law Implemented: NDCC 54-52.2-01, 54-52.2-02, 54-52.2-05

71-04-04-02. Booklets. The retirement board shall, upon request of
the employee, make available a descriptive booklet setting forth the enrollment
requirements of the plan, explanation of the deferred compensation plan under

section 457 of the Internal Revenue Code, and investment options under the plan.

History: Effective April 1, 1989; amended effective September 1, 1997; May 1,
2004, , 2010.

General Authority: NDCC 28-32-02

Law Implemented: NDCC 54-52.2-03

71-04-04-03. Provider agreement. The retirement board shall establish
a written provider agreement for the authorization of companies or organizations
who offer investment options to public employees. This agreement may include
registration and reporting requirements, educational requirements of sales

representatives, and limitations of investment options.

History: Effective April 1, 1989, , 2010 .
General Authority: NDCC 28-32-02
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Law Implemented: NDCC 54-52.2-03

71-04-04-04. Employer agreement. The retirement board shall establish
a written agreement for all employers, other than state departments, agencies, boards, or
commissions, which appoint the state to administer their deferred compensation plan. This
agreement includes requirement for the employer to adopt the retirement board’s rules,
employers to make the requested payroll deductions upon proper application by the employee,
remit the deductions directly to the retirement board along with a listing of deferred
compensation deductions for all employees participating in the plan, submit all provider
participant contracts to the retirement board, hold all participant account information as
confidential, and notify the retirement board within thirty days of participant’s termination of

employment.

History: Effective April 1, 1989; amended effective April 1, 2002; July 1, 2006, ,
2010.

General Authority: NDCC 28-32-02

Law Implemented: NDCC 54-52.2-03

71-04-04-05. Payroll deduction authorization. The retirement board shall

deliver to the payroll division of each employer a copy of the signed participant agreement as

Clarifies language.
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the payroll division’s authorization to begin deductions.

History: Effective April 1, 1989, , 2010.
General Authority: NDCC 28-32-02
Law Implemented: NDCC 54-52.2-02

71-04-04-06. Participant accounts. The retirement board shall have Updates all references to “retirement
board” in this chapter for consistency
each provider of investment services establish individual accounts to record the purposes.

participant’s contributions, earnings, and other account activity.

History: Effective April 1, 1989, , 2010 .
General Authority: NDCC 28-32-02
Law Implemented: NDCC 54-52.2-03

71-04-04-07. Separation from service. The retirement board shall notify
the participant, provider company, and provider representative of the employee’s

separation from service and eligibility for payment of benefits.

History: Effective April 1, 1989; amended effective July 1, 1994; May 1, 2004, ,
2010.

General Authority: NDCC 28-32-02, 54-52.2-03.2

Law Implemented: NDCC 54-52.2-03, 54-52.2-03.2
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71-04-04-10. Processing deductions. The retirement board will process
and remit employee deferred compensation deductions to the designated provider
company within three business days following receipt in good order of all funds and

documentation from the employer.

History: Effective July 1, 2006, , 2010 .
General Authority: NDCC 28-32-02
Law Implemented: NDCC 54-52.2-03

Sections 71-04-06-01, 71-04-06-02, 71-04-06-03, 71-04-06-06, 71-04-06-07, 71-04-06-08, 71-
04-06-09, 71-04-06-11 and 71-04-06-12 are amended as follows:

71-04-06-01. Application. Those firms desiring to offer investment services
for the deferred compensation plan shall first notify the retirement board, in writing,

of the firms’ willingness to become a provider.

History: Effective April 1, 1989, , 2010.
General Authority: NDCC 28-32-02
Law Implemented: NDCC 54-52.2-03

71-04-06-02. Administrative agreement. Firms expressing a desire to

Clarifies language.
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become a provider of investment services under the deferred compensation plan
must agree to all provisions feund-in and sign the retirement boards’ administrative
agreement. The administrative agreement sets forth the responsibilities of the
provider to the plan, the retirement board, and the employee and stipulates that
the provider abide by the plan and rules and regulations adopted by the retirement

board for the administration of the plan.

History: Effective April 1, 1989, , 2010 .
General Authority: NDCC 28-32-02
Law Implemented: NDCC 54-52.2-03

71-04-06-03. Sales representatives. All sales representatives of the
provider approved by the retirement-board to solicit employees must be fully
trained to explain the various investment options available through the provider, be
able to explain what the deferred compensation program is as found under section
457 of the Internal Revenue Code, and be licensed with the North Dakota state
securities commissioner for the sale of registered or unregistered securities or the
North Dakota state insurance commissioner for the sale of insurance contracts or

policies, or both.

History: Effective April 1, 1989, , 2010 .
General Authority: NDCC 28-32-02
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Law Implemented: NDCC 54-52.2-03

71-04-06-06. Retirement board report. The provider shall deliver quarterly
reports, in an approved electronic format, to the retirement board detailing the
activity of each participant’s account. The quarterly report must be delivered within
thirty days of the end of each calendar quarter and must include an alphabetical
listing of the participants, social security numbers of the participants, the provider’'s
contract number for the participants (if any), type of account for each participant,
beginning account balance forwarded from the previous reporting period,
contributions made by the participants for the current reporting period, transfers
and rollovers from other eligible plans during the reporting period, investment
earnings or losses added to the account (if any for the reporting period), any
withdrawals made during the reporting period, administrative charges assessed
against the account during the reporting period, transfers and direct rollovers to
other eligible plans during the reporting period, and the account balance at the end
of the reporting period. The report columns must be totaled. The quarterly report
must include active, inactive, and accounts in payout status, with the exception of

accounts which have been annuitized, and be for all payroll divisions for the plan.

History: Effective April 1, 1989; amended effective November 1, 1990; July 1,
1994; May 1, 2004; July 1, 2006, , 2010.
General Authority: NDCC 28-32-02, 54-52.2-03.2
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Law Implemented: NDCC 54-52.2-03, 54-52.2-03.2

71-04-06-07. Account transfer. The provider shall allow any participant
who so requests, the ability to transfer the participant’s account to another provider
on a tax-free basis. The request to the provider must be made in writing by the
retirement-board or its designated representative. The transfer must be made within

thirty days of the provider’s receipt of the transfer request.

History: Effective April 1, 1989; amended effective July 1, 1994, , 2010.
General Authority: NDCC 28-32-02, 54-52.2-03.2
Law Implemented: NDCC 54-52.2-03

71-04-06-08. Benefit requests. The provider shall honor all requests for
benefit or refund payments made upon notification of the employee’s separation
from service by the retirement board.

History: Effective April 1, 1989; amended effective May 1, 2004, , 2010.
General Authority: NDCC 28-32-02
Law Implemented: NDCC 54-52.2-03

71-04-06-09. Benefit payments. The provider shall make benefit payments

Updates and clarifies language.
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to the participant in the manner designated by at the participant's. designated-mailing-address;

History: Effective April 1, 1989, , 2010 .
General Authority: NDCC 28-32-02
Law Implemented: NDCC 54-52.2-03

71-04-06-11. Provider reporting failure - Penalty. Should the provider
fail to deliver the required report within a thirty-day period beyond the end of the
reporting period, notice must be given by certified mail of the provider’s failure
to comply. The provider shall then have thirty days from the date of the certified
letter to comply with the reporting requirement. If the provider fails to deliver
the required report within the thirty-day period, the provider is in violation of the
administrative agreement and shall lose active provider status as described under
subsection 1 of section 71-04-04-09. If the provider has not filed the report within
ninety days after the end of the reporting period, the provider shall lose provider
status as described under subsection 2 of section 71-04-04-09. Loss of provider
status results in all current contributions of active participants being suspended
effective in the next payroll cycle. The retirement-board will notify all participants
of the company’s failure to deliver the required reports. Current participants will

be required to either select a new provider for future contributions, or have their
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account go into a dormant status with the company losing provider status. The

retirement board will then terminate the agreement with the provider.

History: Effective April 1, 1989; amended effective November 1, 1990; July 1,
1994; May 1, 2004, , 2010 .

General Authority: NDCC 28-32-02, 54-52.2-03.2

Law Implemented: NDCC 54-52.2-03, 54-52.2-03.2

71-04-06-12. Provider suspension - Employee account transfers.
Should the provider be in violation of the administrative agreement, employees

shall have the option of transferring their individual accounts to another qualified
provider. The employee shall also have the option of leaving the account with the
provider; in-a-dermant-status-te-be-dealt-with-by until the employee is eligible for a
distributable event upen-separation-from-serviee.

History: Effective April 1, 1989; amended effective July 1, 1994, , 2010.
General Authority: NDCC 28-32-02, 54-52.2-03.2
Law Implemented: NDCC 54-52.2-03, 54-52.2-03.2

Clarifies and updates language.

Section 71-05-02-05 is amended as follows:

71-05-02-05. Interest accrued on accumulated contributions for disabled annuitants.
Effective January 1, 1998, interest shall accrue on accumulated contributions as defined in
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article 71-01 until the disabled annuitant reaches normal retirement age, cancels benefit in

accordance with 71-05-02-05, the account is closed, or until benefit payments commence to

the member’s beneficiary-er-dies.

History: Effective July 1, 1998, , 2010 .
General Authority: NDCC 39-03.1-06, 39-03.1-11
Law Implemented: NDCC 39-03.1-11.4(d)

Subsection 2 is amended and a new subsection 6 is created in Section 71-04-04-04 as
follows:

71-05-04-04. Payment. The total dollar amount for repurchase or purchase
may be paid in a lump sum or on a monthly, quarterly, semiannual, or annual
basis. Payments may be subject to contribution limitations established under 26
U.S.C. 415. Payments must begin within ninety days of the date the written cost

confirmation is prepared. If the installment method is used, the following conditions apply:

1. Simple interest at the actuarial rate of return must accrue monthly on the unpaid

balance. Interest is calculated from the fifteenth of each month.

2. The installment schedule may extend ferasleng-as while the member is

employed by the participating employer but for no longer than a 15 year time

period.

Sets minimum payment amount pertaining
to payments for service credit purchases
and establishes a maximum payment
schedule of 15 years. This allows
NDPERS to create an amortization
schedule for the member with payments
sufficient to pay off the purchase contract
by the end of the contract term, which will
alleviate allowing member’s to purchase
with a minimum payment amount that only
gets applied towards interest and not the
principal of the purchase contract
(reviewed and approved by Board at
August 20, 2009 meeting).
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3. Installment payments may be made by a payroll deduction where
available. However, it is the responsibility of the contributor to initiate and

terminate the payroll deduction.

4. Payments are due by the fifteenth of the month to be credited for the month.

5. Payments may only be received from a contributor until the fifteenth of the
month following the month of the member’s termination date with a participating

employer.

6. Payments must be greater or equal to fifty dollars per month, large enough to

pay the current interest plus a portion of the principal and an amount necessary

to complete the payment contract within the 15 year time period.

History: Effective October 1, 1991; amended effective June 1, 1996; May 1, 2004; July 1,
2006, , 2010.

General Authority: NDCC 39-03.1-06, 39-03.1-08.1, 39-03.1-10.1, 39-03.1-14.1

Law Implemented: NDCC 39-03.1-08.1, 39-03.1-10.1, 39-03.1-14.1

71-05-04-06. Crediting purchased or repurchased service. Service

purchased or repurchased will be credited in the following manner:

Due to new business system, NDPERS
will be able to pro-rate service credit each
time a payment is received, rather than
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upon completion or closing of a purchase
contract. The changes made under this
section allow us to proportion service

the-aecountis-paie-infult For each month the system receives a payment based upon a payment being received

(reviewed and approved by the Board at
towards a purchase contract, the member will earn a proportion of service the August 20, 2009 meeting).
credit.

History: Effective October 1, 1991; amended effective June 1, 1996; May 1, 2004,
, 2010 .

General Authority: NDCC 39-03.1-06, 39-03.1-10.1, 39-03.1-14.1

Law Implemented: NDCC 39-03.1-08.1, 39-03.1-10.1, 39-03.1-14.1

Subsection 6 of Section 71-05-04-09 is amended as follows:
Clarifies timeline for an employer to pay

71-05-04-09. Employer purchase of service credit or sick leave program. An employer for a purchase on behalf of an employee.
Language currently specifies “retirement”
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may elect to purchase up to five years of service credit for an employee and purchase an rather than “termination”. Retirement may
occur many years after a member

employee’s unused sick leave that meets the requirements of section 71-02-03-08. Before terminates employment and defers their
benefit.

offering a purchase program to its employees the employer must create a program and
document the program in writing and submit a copy to the public employees retirement system.
The governing authority of the employer shall also submit to the executive director of

the public employees retirement system a letter indicating:

1. The program meets all the requirements of the North Dakota Century Code.
2. The program meets all applicable federal requirements.
3. The employer agrees to remit to the public employees retirement

system a lump sum payment of the cost of the purchase upon being billed.

4, The employer has not given the employee the option of a cash payment in lieu

of the employer purchase.
5. The employer shall clearly specify who is eligible for the program and indicate if
the program is intended to be permanent or will be for a specific time period

only.

6. The employer agrees that all purchases for service credit will be based upon

actuarial cost as determined by the public employees retirement system. The
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employer also agrees that all purchases will be completed no later than the 15t

of the month following the month of the employee’s retirement termination or

sixty days from the date the employer and employee agree to the purchase,

whichever comes first.

The employer agrees that in offering such a program the employer will direct
each employee interested in the program to first apply to the employer’s
authorized agent who will then certify the eligibility of the member, the amount
of service credit to be purchased, and send such certification to the public
employees retirement system. The employer also agrees that the employer’s
authorized agent will coordinate the program, authorize all purchases in writing
to the public employees retirement system, and be the focal point for
communications between the public employees retirement system, the

employer, and the employee.

The employer agrees that for each employee certified to be eligible to have
service credit purchased, the employer will first obtain from the employee
authorization for the public employees retirement system to share confidential

information with the employer.

The employer certifies that in offering the program, the employer is
making it available to all employees or a specified class of employees on a

nondiscriminatory basis.
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10. The employer agrees to provide information and policies pertaining
to the employer purchase program pursuant to North Dakota Century Code
section 39-03.1-28.

When an employer files the above letter with the public employees retirement

system, it may offer the program to its employees. An employer may terminate

this program at any time upon the governing authority of the employer sending to

the executive director of the public employees retirement system a letter indicating when the

program is to be canceled.

History: Effective May 1, 2004; amended effective July 1, 2006; April 1, 2008, ,
2010.

General Authority: NDCC 39-03.1-06

Law Implemented: NDCC 39-03.1-10.2

Subsection 2 and 3 of Section 71-05-05-02 are amended as follows:

71-05-05-02. Special retirement options - Application.

1. A member may elect a retirement option by filing an application with
the office no less than thirty days prior to the beginning date of benefit
payments. An application may be filed later than thirty days prior to the

beginning date of benefit payments if approved by the plan administrator upon

Establishes process and timeframe for a
new retiree to make a benefit change in
the event the receiver has their first
payment deposited directly into a bank
account. The new business system will
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receiving sufficient evidence that the application was delayed by the member’s

employer.

A member may revoke the election of an optional benefit as provided in
subsection 1 and make a new election if such revocation is received in writing
before the first retirement check is cashed but no later than fifteen days after the
first retirement check has been issued. If the member changes the member’s
election less than fifteen days prior to the named beginning date of benefits, the
first retirement payment may be delayed up to two months. Any delayed
payment must be adjusted to include any deferred retirement payments. If the

member’s first retirement payment is paid by direct deposit and the member

wishes to revoke the election of the benefit, then the member must immediately
notify NDPERS of their election. The benefit will only be revoked if NDPERS is

able to reverse the direct deposit paid to the bank within the bank reversal

window.

A member may not revoke the elected benefit after receiving and

cashing the first benefit check or if paid by direct deposit, after the bank reversal

window has expired, unless the member can provide

sufficient evidence to the executive director that the factual basis by
which the election was made later proved to be incorrect and such
was due in part to representation or misrepresentations made by the employer

or the retirement office.

allow us to pay a first payment through

direct deposit and therefore, rules needed

to be added to address this.
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History: Effective October 1, 1991; amended effective May 1, 2004, , 2010.
General Authority: NDCC 39-03.1-06
Law Implemented: NDCC 39-03.1-11

Subsections 3 and 4 of Section 71-05-05-04 are repealed in this section and a new section 71-
05-05-04.1 is created.

71-05-05-04. Optional benefits. A member may elect, as provided in section 71-05-05-02, to

receive one of the following optional benefits in lieu of the regular early or normal retirement

benefit.

One hundred percent joint and survivor benefit. A member may

receive an actuarially reduced retirement benefit during the member’s lifetime
and after the member’s death the same amount will be continued to the
member’s surviving spouse during the spouse’s lifetime. The designated
beneficiary is limited to the member’s spouse. In the event the member’s
spouse predeceases the member or, in the event of divorce, the option shall be
canceled and the member’s benefit shall be returned to the normal retirement
amount. Payment of the normal retirement amount shall commence on the first
day of the month following the spouse’s death providing written notification of
death and a death certificate has been submitted or, in the event of divorce, a
photocopy of the divorce decree. Should the member remarry and wish to

change such designation, a new actuarial retirement benefit will be calculated.

Removes descriptive language for Level
Social Security Option, Partial Lump Sum

Option and the Deferred Normal

Retirement Option as they are outlined in

a new section that provides details on
benefit modifications.
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Payments of benefits to a member’s surviving spouse must be made on the first
day of each month, commencing on the first day of the month following the
member’s death, providing the beneficiary has supplied a marriage certificate,
death certificate, birth certificate verifying age, and is still living. Benefits must

terminate in the month in which the death of the beneficiary occurs.

2. Twenty-year or ten-year term certain. A member may elect an option which is
the actuarial equivalent of the member’s normal, early, or deferred vested

retirement pension payable for life with a twenty-year or ten-year certain

feature, as designated by the member.
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History: Effective October 1, 1991; amended effective July 1, 2006; April 1, 2008,
2010.

General Authority: NDCC 39-03.1-06

Law Implemented: NDCC 39-03.1-11

71-05-05-04.1. Benefit Modifications. A member may elect as provided in section 71-05-05-

02 to receive one of the following benefit modifications.

1. Partial lump sum option. The partial lump sum option will only be

available to members who retire on or after reaching their normal

retirement date. This option is an irrevocable election and made

at initial application for retirement. The payment is equal to twelve

monthly payments determined under the normal annuity option. The member is

permitted to choose one of the optional forms of payment for ongoing benefits.

The ongoing benefits will be actuarially reduced to reflect the partial lump sum

payment.

2. Deferred normal retirement option. The deferred normal retirement

A new section which establishes benefit
modifications specific to the Partial Lump
Sum Option, Deferred Normal Retirement
Option and the Graduated Benefit Option
(graduated benefit option rules reviewed
and approved by the Board at March 19,
2009 meeting).
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option will only be available to members who retire after reaching their normal

retirement date. This option is an irrevocable election and made at initial

application for retirement. The payment is in lieu of a lump sum equal to the

amount of missed payments, without interest, retroactive to the member’s

normal retirement date. The ongoing benefits will be actuarially increased to

reflect the lump sum.

3. Graduated benefit option. The graduated benefit option will only be available
to members who retire after reaching normal retirement date. This option is an
irrevocable election and made at initial application for retirement. The member
is permitted to choose one of the optional forms of payment for ongoing benefits
excluding the deferred normal retirement option or partial lump sum option. The
ongoing benefits will be actuarially reduced to reflect the election of the
graduated benéefit.

History: Created effective , 2010
General Authority: NDCC 39-03.1-06
Law Implemented: NDCC 39-03.1-11

71-05-05-07. Amount of early retirement benefit. The early retirement benefit must be an
amount actuarially reduced from the normal retirement benefit by one-half of one percent for
each month (six percent per year), that the member

is younger than age fifty-five on the date of the member’s early retirement benefit
commeneeseffective date.

History: Effective October 1, 1991.

Clarifies early retirement reduction is

based on member’s retirement effective

date, not date paid.
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General Authority: NDCC 39-03.1-06
Law Implemented: NDCC 39-03.1-11

Subsection 3, 4 and 5 of Section 71-04-05-10 are amended as follows:

71-05-05-10. Erroneous payment of benefits - Overpayments.

1.

An "overpayment" means a payment of money by the public employees
retirement system that results in a person receiving a higher payment than the
person is entitled to under the provision of the retirement plan of membership.
A person who receives an overpayment is liable to refund those payments upon
receiving an explanation and a written request for the amount to be refunded
from the executive director. All overpayments must be collected using the care,
skill, prudence, and diligence under the circumstances then prevailing that a
prudent person acting in like capacity and familiar with such matters would use
in the conduct of an enterprise of like character and with like gains. If the cost of
recovering the amount of the overpayment is estimated to exceed the
overpayment, the repayment is considered to be unrecoverable.

If an overpayment of benefits was not the result of any wrongdoing, negligence,
misrepresentation, or omission by the recipient, the recipient may make
repayment arrangements subject to the executive director’s approval within

sixty days of the written notice of overpayment with the minimum repayment

amount no less than fifty dollars per month. If repayment arrangements are not

in place within sixty days of the date of the written notice of overpayment, the

These amendments to mirror what is in the
Main System overpayment rules. Both
sections are being amendment to mirror
each other
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executive director shall offset the amount of the overpayment from the amount
of future retirement benefit payments so that the actuarial equivalent of the
overpayment is spread over the individual's benefit payment period.

4, If the overpayment was the result, in whole or in part, of the wrongdoing,
negligence, misrepresentation, or omission of the recipient, the recipient is
liable to pay interest charges at the rate of six percent on the outstanding
balance to compensate the fund for lost earnings from the time the erroneous
benefit was paid through the time it has been refunded in full. Recovered funds
are first applied to interest, and if any amount is left over, that amount is applied

to principal. The recipient may make repayment arrangements, subject to the

executive director’s approval, within sixty days of the written request for refund

with the minimum repayment amount no less than fifty dollars per month. If

repayment arrangements are not in place within sixty days of the date of the
written notice of overpayment, the executive director shall offset the amount of
the overpayment from the amount of future retirement benefit payments so that
the actuarial equivalent of the overpayment is spread over the individuals
benefit payment period.

5. If an individual dies prior to fully refunding an erroneous overpayment of
benefits, the public employees retirement system must make application to the

estate of the deceased to recover the remaining balance.

History: Effective April 1, 2002; amended effective July 1, 2006, , 2010 .
General Authority: NDCC 32-03-04, 39-03.1-06, 54-52-04(12), 54-52-14.2
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Law Implemented: NDCC 39-03.1-25

Subsection 1 of section 71-05-06-01 is amended as follows:

71-05-06-01. Return of contributions - Conditions for return. The accumulated
contributions of a member who terminates permanent employment:

1. Before accumulating ten years of service credit and whose account balance is
less than $1000.00 must be automatically refunded unless the member elects to
remain in an inactive status.

2. After accumulating ten years of service credit, accumulated
contributions must be refunded upon application filed with the
retirement office.

History: Effective October 1, 1991, , 2010.

General Authority: NDCC 39-03.1-06
Law Implemented: NDCC 39-03.1-10.1

In compliance with federal law, this section
provides clarification regarding
contributions to be returned to a non-
vested member upon termination of
employment if their account balance is
less than $1000.00.

Section 71-05-07-01 is amended as follows:

71-05-07-01. Return to service — Retired member. The benefits of a retired member who
returns to permanent employment must be suspended. Upon final retirement, the member’s
benefit must be recalculated as follows:

Removing the refund option for retired
members who return to work and
subsequently retire. All service earned
during the subsequent employment will be
combined with the member’s previous
retirement benefit.
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toreemployment-salanrand-service-credits—and-any-benefitincreases Amendment also to clarify that member’s

monthly benefit will be recalculated based
on the factors at final retirement.

beneflt must be based on the beneflt prOV|S|ons in effect at flnal retirement and
shall include the member’s and spouse’s age, and-salary earned during the
period of reemployment, and togetherwith total service earned before and after
reemployment, adjusted to take account of benefit payments received prior to
reemployment. If a different option is selected at the second retirement date, the
member and office will submit information as required to make an actuarial
determination of the elected benefit and the related payment of such.

32. If a member dles durlng subsequent employment the member s initial

benefit shall be based on the benefit provisions in effect at final retirement and

shall include the member and spouses’s ages ,salary earned during the period

of reemployment, and total service credits earned before and after

reemployment, adjusted to take account of benefit payments received prior to

reemployment.

History: Effective October 1, 1991; amended effective May 1, 2004, , 2010.

General Authority: NDCC 39-03.1-06
Law Implemented: NDCC 39-03.1-11

Section 71-06-01-02 is amended as follows:
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71-06-01-02. Calculation of retiree health insurance credit. Retiree health insurance .
Revises references to century code due to
credit will be calculated on actual years and months of service, identical to retirement changes in code made previously.

benefits under North Dakota Century Code chapter 54-52.

1. Retiree health insurance credit will be subject to reduction factors in the

event of early retirement.

For annuitants of the public employees retirement system defined benefit plan and
North Dakota public employees retirement system judges, and for members of the
defined contribution retirement plan, excluding national guard retirees, who take a

periodic distribution:

Age at Retirement Reduction Factor Age at Retirement Reduction Factor
64 to 65 3% 59 to 60 33%
63 to 64 9% 58 to 59 39%
62 to 63 15% 57 to 58 45%
61 to 62 21% 56 to 57 51%
60 to 61 27% 55 to 56 57%

For annuitants of the job service retirement program: This includes those who retired

under a discontinued service annuity but does not include those who retired at a
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normal or optional date.

Age at Reduction Age at Reduction Age at Reduction
Retirement Factor Retirement Factor Retirement Factor
64 to 65 3% 59 to 60 33% 54 to 55 63%
63 to 64 9% 58 to 59 39% 53 to 54 69%
62 to 63 15% 57 to 58 45% 52 to 53 75%
61 to 62 21% 56 to 57 51% 51 to 52 81%
60 to 61 27% 55 to 56 57% 50 to 51 87%

For annuitants of the highway patrol fund and national guard security police and

firefighters and national guard security police and firefighters who transferred to the

defined contribution retirement plan:

Age at Retirement

Reduction Factor

54 to 55
53 to 54
52 to 53
51 to 52
50 to 51

3%
9%
15%
21%
27%
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Disabled annuitants receiving benefits under subdivision e g of
subsection 3 of North Dakota Century Code section 54-52-17,
subdivision d of subsection 3 of North Dakota Century Code section 39-
03.1-11, North Dakota Century Code section 52-11-01, or section 71-02-
05-05 will be eligible for full retiree health insurance credit benefits. No

age reduction factor will be applied.

A surviving spouse eligible to receive benefits under subdivisions b-and-€
a(2), b(2) and b(3) of subsection 6 of North Dakota Century Code section
54-52-17, subdivisions b and c of subsection 6 of North Dakota Century
Code section 39-03.1-11, or North Dakota Century Code section 52-11-

01 will receive retiree health insurance credit based on the deceased

member’s years of service without any age reduction applied.

A surviving spouse receiving benefits under the provisions of subdivision
a-or€ b or d of subsection 9 of North Dakota Century Code section 54-
52-17; subdivisions a, b, and c of subsection 5 of North Dakota Century
Code section 27-17-01; subsection 9 of North Dakota Century Code
section 39-03.1-11; or North Dakota Century Code section 52-11-01 will

receive retiree health insurance credit for the duration benefits are paid,
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based upon the original annuitant’s retirement age.

History: Effective April 1, 1992; amended effective June 1, 1996; July 1, 2000.
General Authority: NDCC 54-52.1-03.2(b)
Law Implemented: NDCC 54-52.1-03.3

Section 71-08-06-04 is amended as follows:

71-08-06-04. Cost. The cost for purchase of eligible military service in the defined contribution

plan may be paid as follows:

1 The cost for any required employee contributions to be paid by the
member may be paid in a lump sum or in installments pursuant to
the rules established for purchase or repurchase payment under

subsection 3, 4, or 5 of section 71-02-03-02.2. If no payments have

been made, no credit will be awarded.

These changes modify the process for
crediting purchased eligible military

service credit and clarify that most recent
employer will be billed required employer

paid contributions.
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4. The employer cost will be assessed to the member’s most recent participating

employer. Upon being billed by the public employees retirement system, the
participating employer will have thirty days in which to make payment in full. If,
after sixty days, the employer has not made payment in full, a civil penalty of
fifty dollars will be assessed, and, as interest, one percent of the amount due for

each month of delay or fraction thereof after the payment became due.

History: Effective May 1, 2004; amended effective July 1, 2006, , 2010.
General Authority: NDCC 54-52-04, 54-52.6-04
Law Implemented: NDCC 54-52.6-09.3, 54-52.6-09.4

Subsection 6 of Section 71-08-07-01 is amended as follows:

71-08-07-01. Additional employer contributions. An employer may elect to provide
additional employer contributions to an employee’s account in an amount not exceeding the
equivalent of a purchase of up to five years of service credit for that employee and the
purchase of an employee’s unused sick leave that meets the requirements of section 71-08-

07-02. Before offering such a program to its employees, an employer must create a program

Clarifies timeline for an employer to pay

additional employer contributions on
behalf of an employee specific to a
member’s termination, rather than

retirement. Retirement can occur many

years after termination due to deferral

option.
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and document it in writing and submit a copy to the public employees retirement system. The

governing authority of the employer shall also submit to the executive director of the public

employees retirement system a letter indicating:

1. The program meets all the requirements of the North Dakota Century Code.
2. The program meets all applicable federal requirements.
3. The employer agrees to remit to the public employees retirement

system a lump sum payment of the cost of the purchase upon being billed.

4. The employer has not given the employee the option of a cash payment in lieu

of the employer purchase.

5. The employer shall clearly specify who is eligible for the program and indicate if

the program is intended to be permanent or will be for a specific time period

only.

6. The employer agrees that all additional employer contributions will not exceed

the equivalent of a purchase of service credit as determined by the public

employees retirement system and all unused sick leave purchases will be

based upon the computation specified in the North Dakota Century Code. The

employer also agrees that all purchases will be completed no later than the 15t
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of the month following the month of the employee’s retirement termination or

sixty days from the date the employer and employee agree to the purchase,

whichever comes first.

The employer agrees that in offering such a program the employer will direct
each employee interested in the program to first apply to the employer’s
authorized agent who will then certify the eligibility of the member and the
amount of service credit to be purchased or sick leave to be converted and
send such certification to the public employees retirement system. The
employer also agrees that the employer’s authorized agent will coordinate the
program, authorize all purchases in writing to the public employees retirement
system and be the focal point for communications between the public

employees retirement system, the employer, and the employee.

The employer agrees that for each employee certified to be eligible to have
service credit purchased or sick leave converted, the employer will first obtain
from the employee authorization for the public employees retirement system to

share confidential information with the employer.

The employer certifies that in offering the program, the employer is
making it available to all employees or a specified class of employees on a

nondiscriminatory basis.
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10. The employer agrees to provide information and policies pertaining
to the employer purchase program pursuant to North Dakota Century Code
section 54-52-26.

When an employer files the above letter with the public employees retirement
system, the employer may offer the program to its employees. An employer may
terminate this program at any time upon the governing authority of the employer
sending to the executive director of the public employees retirement system a

letter indicating when the program is to be canceled.

History: Effective May 1, 2004; amended effective July 1, 2006; April 1, 2008,
2010.

General Authority: NDCC 54-52-04, 54-52.6-04

Law Implemented: NDCC 54-52.6-09.2
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