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Events & Mailings

2010-2011 Annual Statements

The 2010-2011 Annual Statement of
Account for NDPERS active and
deferred members will be changed
from previous years. All active and
deferred members will be mailed a
Summary Annual Statement. Also
beginning this year, members who
have not previously received a
statement as they did not participate
in our retirement plan will now receive
a statement of their insurance or
deferred compensation plans. Due to
the increased volume of mailed
statements, NDPERS will be mailing
them over a four (4) week period
beginning August 19". Please notify
your employees of this staggered
mailing and later than normal mailing
date.

The Summary Annual Statement is a
brief outline of the plan(s) they
participate in through NDPERS. A
Detailed Annual Statement will be
available through a new on-line
NDPERS member self service. The
on-line self service feature is called
PERSLink Member Self Service
System. At the time the statements
will be made available, the member
self service will only contain the
Detailed Annual Statement.
Additional features and functionality
will be released at a later date.

The Summary Annual Statement will
include instructions for members to
access the PERSLink Member Self
Service System. The Detailed Annual
Statement will be a more in depth
explanation of benefits, to include
some of the following:

¢ Retirement Benefits

¢ Death Benefits

¢ Deferred Compensation Plan

e Insurance Levels of Coverage
and Covered Dependents

¢ Designated Retirement and Life
Insurance Beneficiaries

If any of your employees do not
receive a Summary Annual Statement
by the end of September, they should
go to the PERSLink Member Self
Service System and review their
address on the Detailed Annual
Statement. If incorrect, they need to
correct their address for future
mailings. Any name or address
changes to employee records need to
be sent to NDPERS in writing. A
Notice of Change SFN 10766 should
be submitted to our office. Also, if an
employee wants to update their
beneficiary(ies), a Designation of
Beneficiary for the Group Retirement
Plan SFN 2560 and/or Life Insurance
Designation of Beneficiary Change
SFN 53855 should be completed.

Annual Enrollment Season — 2012
Plan Year

This year's Annual Enrollment Season
will be scheduled from October 17
through November 4, 2011. At this
time, we do not expect there will be
any changes to our enrollment
procedures from those that have been
used in the past. More information will
be provided later this summer.

Pre-Retirement Education Program

(PREP)

NDPERS has scheduled the following
PREP to be held in Fargo on
September 22", 2011. Registrations
are due by August 12, 2011.

Additional information is posted on our
website.

Important Updates

Contribution Rates

Pursuant to the passage of SB2108,
both the employer and the employee
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contribution will be increasing by 1%
each for the Public Employees
Retirement System, Judges
Retirement Program, Highway Patrol
Retirement Program and the Defined
Contribution Retirement Program
effective January 2012 and again in
January 2013. For the PERS system
and the Defined Contribution program,
non-state employers will need to make
an election to inform the NDPERS
office how the employee contribution
will be paid, pre-tax or after tax. State
agencies will not need to make an
election.

If you are considering a pre-tax
contribution, the primary difference
between the two methodologies from
a tax standpoint is that for the “salary
reduction” arrangement FICA taxes
must still be paid whereas for the
“salary supplement” method FICA
taxes are not paid. In the “salary
supplement” arrangement the
employer must pay the employee
contribution in a manner that does not
reduce current salary or offset future
salary increases. Therefore in
considering these methods an
employer must determine whether
they can pay for the increased
employee contributions from their own
funds as a salary supplement or would
reduce employees’ current or future
salary as a salary reduction. If the
former, then FICA taxes would not
apply, if the latter then FICA taxes
would have to be paid.

Below is an example:

If you have an employee who makes
$3,000/month, the 1% employee
contribution that will be payable
beginning in January 2012 is going to
be $30. The employer can choose to
pay it after tax, or pre-tax. Assuming
the employer chooses to pre-tax the
contributions, there are two possible
scenarios.

1) If the employer pays the 1%
increase out of their own
funds so that it is a "salary
supplement”, then the
employer does not pay FICA
tax on the increased amount
(nor does the employee owe
FICA tax), as well no income
tax due. The salary for FAS
purposes remains $3,000
because the $30 increase is
not wages. This is similar to
Model 2, example 2 in the
employer guide on line.

2) If the employer either deducts
the 1% increase from the
employee's pay or offsets a
future salary increase by the
1%, then the employer must
pay employer and employee
portion of FICA tax on the
increased amount, but no
income tax is due. The salary
for FAS purposes remains
$3,000 because the $30
increase comes from
employee
wages. However, as with the
State of North Dakota, if the
employer implements a pay
increase before the deduction
of the 1%, the $3,000 amount
will change (e.g., 3% pay
increase to $3,090, then $30
deducted for employee
contributions, then salary for
FAS purposes is $3,090 but
employee only receives
$3,000 as taxable
wages). This is how it would
work based on current plan
rules, which is similar to
Model 1, example 2 in the
employer guide.

It is possible for an employer who is
planning a pay increase (i.e. 3%), but
has not yet approved or implemented
said increase to instead approve a 1%
pay increase and then pay the
employee contribution increase as a
salary supplement. If the
contributions are a supplement, no
FICA tax would be due. However, the
employer must be extremely careful
how the pay increase is described and
presented, because if it appears to be
in lieu of a future salary increase,
scenario #1 above would apply.

You will receive more detailed
information in August regarding the
information NDPERS will need to
receive from you. This topic will be
covered at the Payroll Conference we
expect to present in September as
well. If you have additional questions,
please contact Deb Knudsen at the
NDPERS office.

New Companion Plan & 401(a)
Defined Contribution Plan Provider

The NDPERS Board has selected
TIAA-CREF as the new provider for
the 457 Deferred Compensation
Companion Plan and the 401(a)
Defined Contribution Plan. This was
the result of a Request for Proposal
that was released eatrlier this year.
The primary reason for the change is

lower administrative fees for
participates. The $8 annual fee for
the defined contribution plan and the
$30 annual fee for the deferred comp
program were eliminated, and the
number of days of on-site counseling
services has been increased from
approximately 21 days to 180 days.
PERS staff is currently working with
TIAA-CREF for plan implementation
and transition effective November 1,
2011. More information on this
transition will be communicated to
plan participants in September.

New Group Life Plan Carrier

The NDPERS Board recently
completed its review of the proposals
received in response to our bid
request for our group life plan. ING
was the successful bidder and the
contract is effective July 1, 2011.
ING’s bid provided for an increase in
the employee basic life benefit from
$1,300 to $3,500 at the same cost to
the employer and a decrease in the
employee and spouse supplemental
rates.

Superior Vision Claims Procedure
Under the State of North Dakota

FlexComp Plan

Superior Vision became the new
vision carrier on January 1, 2011. To
request reimbursement from a
medical spending account, employees
should use these claims procedure
guidelines:

In Network Provider — Submit the
itemized invoice from the provider that
shows the total amount billed, the
allowance paid by Superior and the
amount paid.

Out of Network Provider — If an
employee utilizes an out-of-network
provider, they will be required to file a
claim directly with Superior Vision.
The claim form is available on the
NDPERS website. Submit the
Superior Vision explanation of
benefits.

Counseling Services

NDPERS has specialists prepared to
assist our membership with
counseling services related to the
NDPERS benefits. Due to the high
volume of our membership, we have
split the alphabet to determine the
specialist that should assist a
member. Please refer your



employees to these specialists as
follows:

A-M Srinivas
N-Z Barbara

NDPERS offers on site counseling
services. To request On-Site Benefit
Counseling Services (OBCS)
complete the Meeting Request Form
SFN 53176. This form is available on
the web at
http://www.nd.gov/ndpers/forms-and-
publications/forms/meeting-request-

form.pdf

Benefit Enrollment Requirements

If your agency participates in one or
more of the NDPERS benefits plans,
please review the following enrollment
requirements:

Defined Benefit Retirement Plan:

It is mandatory that employees
meeting the NDPERS eligibility
requirements be enrolled the first
month of eligible employment and
contributions must be paid
accordingly. They may not be
subjected to any waiting periods even
if hired on a probationary basis.

Deferred Compensation:

Employees that meet the NDPERS
eligibility requirements have the option
to participate the first month of eligible
employment. They may not be
subjected to any waiting periods, even
if hired on a probationary basis.

Group Health, Dental, & Vision
Insurance:

Employees that meet the NDPERS
eligibility requirements must be
allowed the option to enroll or waive
participation in the plan. They have
30 days from their date of employment
to make this election. They may not
be subjected to any waiting periods
even if hired on a probationary
basis.

Group Life Plan:

Employees that meet the NDPERS
eligibility requirements must be
enrolled for the $3,500 basic life
coverage within their first month of
eligible employment. The employer
pays the $.28 monthly premium.
Also, the employee must be allowed
the option to enroll for additional
supplemental life coverage within 30

days from their date of employment.
They may not be subjected to any
waiting periods even if hired on a
probationary basis.

State of ND Flexcomp Plan:
Employees that meet the NDPERS
eligibility requirements must be
allowed the option to enroll in the plan.
Employees will be eligible to
participate the first day of the month
following their permanent full-time
employment. However, the election
period will be extended 60 days from
a new employee’s date of hire. An
election made during the extended 60-
day period will not be effective until
the first contribution is received.
Participation is limited to expenses
incurred for the remainder of the plan
year on December 31. They may not
be subject to any waiting periods even
if hired on a probationary basis.

Wellness Program Update

The Employer Based Wellness
Program Year-End Program/Activity
Confirmation SFN 58437 should be
completed by coordinators to report
back to NDPERS regarding the recent
plan year activities. The form should
reflect completion of all wellness
activities from July 1, 2010 to June 30,
2011. Coordinators should submit
this form to NDPERS as soon as

possible.

If you have any questions on the
employer based wellness program,
please contact Rebecca Fricke at
(701) 328-3978 or rfricke@nd.gov.

Revised Materials

In conjunction with the PERSLink
business system we have revised and
updated all forms associated with the
administration of the NDPERS
administered group benefit programs.

Board Meeting Highlights

Complete meeting minutes are
available.

March 24, 2011

» Update on PERSLink presented.

» Reviewed the summary for group
life insurance proposals.

» Proposed RFP for EAP program
renewal was presented.

» Reviewed 457 Companion
Plan/401(a) proposals.

» Legislative update presented
regarding Senate Bill 2108, 2109,
and 2110.

April 7, 2011

» Review of strategy relating to
group life insurance and AD&D
proposals.

April 21, 2011

» Review of strategy relating to the
Defined Contribution/Deferred
Compensation proposals.

» Presentations given by ING and
CIGNA relating to Group Life
Insurance proposals.

» Update presented on the
Diabetes Management Program.

» Legislative update presented.

May 4, 2011

» Review of health rates and plan
documents.

Look forward to receiving via email
your next edition of the PERSonnel
Updates @ October 15, 2011.

This newsletter is intended to provide general
information and may not be considered to be
a legal interpretation of law. Statements
contained in this newsletter do not supersede
the North Dakota Century Code or
Administrative Code or restrict the authority
granted to the Retirement Board. This
information is subject both to changes made
by the legislature and rules and regulations
established by the Board of the North Dakota
Public Employees Retirement System.

NDPERS
Online
Services

www.nd.govindpers
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