VESTING IN THE
EMPLOYER
CONTRIBUTION IN THE

NDPERS DEFINED BENEFIT
PLAN



WHAT IS PEP?

PEP stands for Portability Enhancement
Provision.

PEP allows a participant to vest in the
employer contribution to the defined benefit
plan for purposes of a cash distribution
benefit.

When vested, the employer contribution is
added to the participant’s account balance
in the defined benefit plan.

The result is increased portability.




WHAT?

To understand this better, let’s talk about:
What is portability

How NDPERS defined benefit retirement program
works today

How it works with PEP added
The advantages and disadvantages of PEP

What the member needs to do to take advantage of
PEP



WHAT IS PORTABILITY?

Portability is the ability to “carry” retirement
oenefits from one employer to another.

Portability has three features
portability of benefits - vesting
portability of service - recognition of service

portability of assets - cash benefit



PORTABILITY

PERS did a study of this issue at the direction
of the legislature and found that:
PERS had good portability of benefits - 3 years
vesting

PERS had good portability of service - all state
agencies, 180+ political subs, dual service with
TFFR, HP & TIAA CREF

PERS had partial portability of assets - rollovers
available and purchase of service allowed.



PORTABILITY

The reason for only partial portability Is
because previously an individual could not take

any employer contribution with them if they
cashed out.




THERE ARE TWO BASIC OPTIONS AT
TERMINATION OF EMPLOYMENT:

A member can elect to
withdraw the balance

INn the member account
balance.

A vested member can
elect to draw a
monthly benefit based
upon the formula (FAS
*YOS*2.0%) at
retirement.



WHAT IS THE MEMBER ACCOUNT BALANCE?
The member’s account balance presently
consists of the employee contribution of 5% of
monthly salary, any vested employer
contributions, plus interest of 7.5%



HOW THE PERS RETIREMENT CONTRIBUTION IS
ALLOCATED

Employee Contribution
5%

Member Account Balance

Employer Contribution
5.12%

Retirement Pool of Fund

Employer Health

Credit Contribution Retiree Health Credit Fund
1.14%




HOW PERS WORKS
WITHOUT PEP

EMPLOYEE
CONTRIBUTION

2%

EMPLOYER
CONTRIBUTION
5.12%

PERS
DEFINED
BENEFIT

PLAN

ACCOUNT
BALANCE




HOW PERS PRESENTLY WORKS
(WITHOUT PEP)

Salary Employee  Account
Contribution Balance

$20,000 $1,000 $1,042
$21,000 $1,050 $2,216
$21,630 $1,082 $3,515
$22,279 $1,114 $4,948

$22,947 $1,147 $6,527



HOW PERS WORKS WITH PEP

To add PEP to the Defined Benefit program, an
individual must participate in a deferred
compensation plan

sponsored by the employer and

registered with PERS.

This will allow the member to vest in the
employer contribution, or in other words, have it
added to the member’'s account balance.



CONTRIBUTION ALLOCATION WITH PEP

Member Account Balance

Employee Contribution +
5% Vested Employer Contribution
Up to 4%

Employer Contribution
5.12

Deferred Comp Account
(Separate Account)



HOW PERS WORKS WITH PEP
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HOW PERS WORKS WITH PEP

How does a member vest in the employer
contribution and have it added to their member
account?

For every dollar the member puts in a deferred
compensation plan, PERS will add a dollar to
his/her member account in the defined benefit
plan subject to the vesting schedule.



VESTING SCHEDULE FOR PEP

Year Minimum Maximum
First $25 1%
Second $25 2%
Third $25 3%

Fourth $25 4%



HOW PERS WILL WORK WITH PEP

Salary

$20,000
$21,000
$21,630
$22,279

$22,947

Employee Account

Contrib

$1,000
$1,050
$1,082
$1,114

$1,147

Balance

$1,042
$2,216
$3,515
$4,948

$6,527

457
Contrib

$300
$420
$649
$891

$918

Account

Balance
with PEP

$1,354
$2,990
$5,025
$7,504

$10,237



ADVANTAGES OF PEP

Makes the employer contribution portable

Increases the cash value of member’s
retirement account balance

Increases the estate value of member’s
retirement plan for beneficiaries

Promotes supplemental savings

Allows participant to choose how to invest
contributions to the deferred compensation
program.



DISADVANTAGES OF PEP

NONE



HOW TO START PEP

Enroll participant in the deferred compensation
plan.

If participant is already enrolled, continue
deferrals
If participant is not deferring enough to benefit from

the maximum PEP contribution available, ask them
to consider increasing contribution.



MUST ALL EMPLOYER GROUPS OFFER THE NDPERS
DEFERRED COMPENSATION (457) PROGRAM?

No, other deferred compensation
programs offered by participating
employers will be eligible for the PEP
provided in the defined benefit program
as long as

the program is either a 457 or a 403(b) plan
and

has been registered with PERS



MUST ALL EMPLOYER GROUPS OFFER A DEFERRED
COMPENSATION (457) PROGRAM?

No, it will be beneficial for employers to offer a
deferred compensation program (457 or 403(b)),
but not mandatory.

If an employer does not offer a deferred
compensation program, it will not be possible for
employees to benefit from the PEP offered in the
defined benefit plan.



HOW TO ENROLL PARTICIPANTS IN THE DEFERRED
COMPENSATION PROGRAM...

Assist participant in completing PERS
Enrollment/Change form (SFN 3803)

Assist participant in completing provider
company’s forms



KEEP IN MIND...

The PERS deferred compensation program
offers

9 active provider companies, all of which are
eligible for the PEP program

250+ investment product options
300+ agents statewide

Annuities and mutual funds offered through the
plan are selected by the provider company with the
exception of the Companion Plan options.
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