TESTIMONY OF SPARB COLLINS
SENATE BILL 2060

Mr. Chairman, members of the committee my name is Sparb Collins. | am Executive
Director of the North Dakota Public Employees Retirement System. | appear before you
today on behalf of the PERS Board and in support of this bill. Senate Bill 2060 provides
for miscellaneous changes to the PERS statutes relating to the Highway Patrol Plan
(Sections 1 &2), the PERS Deferred Comp Plan (Section 3), the PERS Hybrid Plan
(Sections 4-6), the PERS Pretax Benefits Program (Section 7), and the PERS Defined
Contribution Plan (Section 8 & 9).

Section 1, page 1 of the bill updates the IRS compliance provisions of the Highway
Patrol retirement plan. Each session we must update these provisions to maintain our

gualified plan status.

Section 2, page 3 of the bill updates the name for the legislative oversight committee in
the Highway Patrol plan statute. North Dakota law provides for a legislative oversight
committee for the PERS programs that meets during the interim and reviews each
proposed bill relating to PERS. The committee conducts a study of the bill, holds
hearings on the bill, and concludes the process by giving each bill a favorable,
unfavorable or no recommendation. This bill received a favorable recommendation by
that committee. This change merely updates the name to its existing name in its

authorizing statute.

Section 3, page 3 of the bill relates to the deferred comp plan and would allow the
PERS Board to utilize deferred comp provider fees to fund the administration of the
deferred comp program subject to legislative appropriation. Our existing provider TIAA-
CREF refunds back to the plan 7 basis points (which can vary year to year). Presently
we refund that back to the member. This would allow the Board and legislature the
additional option of using those funds to offset administrative expenses of the plan.



Section 4 has two changes. The first is in subsection 3 b, ¢ & d on page 5 which
removes the word “consecutive” before 36 months for eligibility for normal retirement in
the National Guard and Law Enforcement plans. Please note it does not change the age
requirement or service requirement. For the National Guard and the Bureau of Criminal
Investigation plans it also removes the words “immediately proceeding retirement” to
mirror the change that was made last session for the Law Enforcement plan. This
change also does not affect the age or service requirement for retirement for members

of this plan which means that this change will not allow earlier retirements.

The second change in Section 4 is on page 10 and proposes to eliminate the level

social security option for several reasons:
1. Less than 5% of the members that retire select this option

2. Even though we counsel members carefully on this benefit, they are still surprised
when their benefit is reduced in the future, so this option remains confusing ( and

often disappointing).

The addition of the 20 year term certain option provides another alternative for

members.

Section 5, on page 11 of the bill updates the name for the legislative oversight
committee in the PERS Plan statute (NDCC 52-52). Section 2 of the bill made this
change for the Highway Patrol plan.

Section 6, on page 12 of the bill updates the IRS compliance provisions of the PERS
retirement plan as Section 3 of the bill did for the Highway Patrol plan. As with the
Highway Patrol plan, each session we must update these provisions to maintain our

gualified plan status.

Section 7, on page 14 of the bill allows the Board to pay a third party payer from the
funds received from the pretax benefits program. NDCC section 54-52.3-06 of our

existing statute appears to already provide that authority to the Board; however, NDCC
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Section 54-52.3-03 may limit that authority, so it was felt that we should have this
clarified in statute; therefore, this provision is being proposed. We recently changed the
claims payment for our flex program from the PeopleSoft system to an outside vendor
which gave rise to the need for this clarification. The cost of the outside vendor is $2.85

per member per month and this is the amount shown on the fiscal note.

Section 8 of the bill has two proposed provisions relating to the PERS Defined
Contribution retirement plan. The first is on page 14 and clarifies how the defined
contribution assets are to be distributed if a named beneficiary predeceases the
member. Specifically, the proposed provision provides the assets would then be
distributed to the remaining survivors. The second proposal is on page 15 of the bill and
standardizes the provisions relating to use of the retiree health credit by providing the
same benefit option for Defined Contribution plan members as the Main/Hybrid plan

members have.

Section 9, page 16 of the bill establishes a federal compliance section for the Defined

Contribution plan similar to that for the PERS Hybrid Plan and Highway Patrol Plan.

Mr. Chairman, members of the committee this bill was reviewed by the Legislative
Employee Benefits Committee and given a favorable recommendation. Also attached

to my testimony is a table that summarized my testimony relating to this bill.

Thank you, and this concludes my testimony.
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