
 

 

 
 
 
 
 
 
 
 
 
 
                                                                
I. MINUTES       

A. February 25, 2010             
 
II. LEGISLATION – Sparb (Board Action)  

A. Retirement/Administrative 
B. Group Insurance 

 
III. AUDIT REPORT – Brady Martz 

 
IV. DEFERRED COMPENSATION 

A. Provider Training Compliance – Kathy (Board Action)  
B. 457 and 401(a) 4th Quarter 2009 Reports – Bryan (Information)  
 

V. RETIREMENT 
A. Investment Update – Board Members (Information)  
B. Segal – (Information) 

 
VI. GROUP INSURANCE 

A. Preferred One – (Information)  
B. Health Care Reform – Sparb (Information) 
C. BCBS 

1. Quarterly report – BCBS (Information) 
2. Tobacco Program Update – BCBS (Information)  
3. Wellness Program and Benefits Update – BCBS (Information) 

D. BCBS Update – Sparb (Information)  
E. Quarterly Health Graphs – Bryan (Information)  
F. BCBS Claims Review – Bryan (Information)  
G. 2009 EAP Utilization – Bryan (Information)  
H. PPO Update – Kathy (Information) )  

 
VII. MISCELLANEOUS 

A. IRS Letter Ruling – Deb (Information)  
B. Audit Committee – (Information)  
C. SIB Agenda and Board Meeting Schedule  
 

VIII. HEALTH BID – Sparb (Board Action)  
 

 
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. 

 
Bismarck Location: 

ND Association of Counties 
1661 Capitol Way 

Fargo Location: 
WSI Meeting Room 

2601 12th Ave SW 

Time: 8:30 AMMarch 25, 2010
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TO:    PERS Board    
 
FROM:   Sparb Collins    
 
DATE:   February 16, 2010 
 
SUBJECT:  Proposed Retirement/Administrative Legislation 
 
 

Attached is the draft of the three bills the Board directed to be prepared at the planning 

meeting in December. The drafts are: 
1. An 8% increase in employer contributions phased in over 4 years beginning in January of 2012. 
2. An 8% increase in employee contributions phased in over 4 years beginning in January of 2012.  The 

bill provides that the employee contribution increase would be pre-taxed pursuant to section 404(h).   
3. A 4% increase in employee contributions and a 4% increase in employer contributions phased in 

equally over 4 years beginning in January of 2012. Similar to #2, the state employee contribution 
increase would be pre-taxed pursuant to section 404(h).   

 
The above provisions apply to the main PERS Plan, the Judges, the Highway Patrol Plan 

and the Defined Contribution Plan. The increase proposed in these bills will put each plan 

on course to return to fully funded status.    

 

The attached bills incorporate splitting the employee increase 50/50. The bill drafts also 

include a provision for the law enforcement plans.  As we previously discussed, the Board 

has the authority to increase employer contributions.  However, the Board does not have 

the authority to increase employee contributions.  At the last meeting Segal shared with 

Board the projections for both law enforcement (LE) plans (Attachment #2).  As noted in 

those projections, these systems will need an approximate increase of about 4%.  The 

projections use the same method for phasing them as with the Main retirement plan.  If we 

are to treat the LE plans the same as we are proposing for the other retirement systems, 

then we would request in our bill drafts providing for an employee contribution the same 

North Dakota 
Public Employees Retirement System  
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Bismarck, North Dakota 58502-1657 

Sparb Collins  
Executive Director  
(701) 328-3900 
1-800-803-7377 
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authority for the member to pay it in the LE plans. Therefore, staff is recommending the 

following relating to the LE plan: 

1. To include an increase of 4% of contributions to be paid by the members in our 

member paid bill. 

2. To include a 2% increase in contributions to be paid by the member in our split bill. 

Since the Board has the authority to increase employer contributions we do not need to 

request that in the proposed bills.   
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In addition to the above bill, staff is proposing an administrative bill with the following 
provisions: 
 

Proposed Provision/Change Reason 
Relating to TIAA/CREF transfers The provisions of the defined benefit plan have 

allowed members who leave covered employment 
with PERS and move to covered employment in 
Higher Ed with TIAA/CREF the opportunity to elect to 
transfer their funds from PERS to TIAA/CREF.  When 
the defined contribution plan was enacted, it did not 
include this provision. We are proposing that it be 
added to the DC plan in a like manner as exists in the 
Main PERS plan. 

Edit 54-52-27 Remove the last sentence regarding payment 
timeframe of 60 days.   

Edit 39-03.1-11(6)(b) relating to the HP Remove the 5 year pre-retirement death benefit.  This 
was removed in the main plan last year and therefore 
we are suggesting changing for the HP this time. 

Edit 39-03-1-14.1 Remove “consecutive” from 3a and 3b.  Last time we 
changed the final average salary provision for the HP 
from consecutive months to highest months.  This 
change is reflective of the change made last session 

Edit 54-52-17(6) Revise the language to specify that method for 
distributing the funds when a member passes away 
and one of the beneficiaries also passes away prior to 
PERS distributing the funds.  

Edit 54-52.6-09 Revise the language to remove election timeframes.  
This is to be consistent with the Defined Benefit plan.  
 
54-52.6-09. Contributions - Penalty. 
 
…………….3. Each employer, at its option, may pay the employee 
contributions required by this section for all compensation earned 
after December 31, 1999. The amount paid must be paid by the 
employer in lieu of contributions by the employee. If the employer 
decides not to pay the contributions, the amount that would have 
been paid will continue to be deducted from the employee's 
compensation. If contributions are paid by the employer, they must 
be treated as employer contributions in determining tax treatment 
under this code and the federal Internal Revenue Code. 
Contributions paid by the employer may not be included as gross 
income of the employee in determining tax treatment under this 
code and the federal Internal Revenue Code until they are 
distributed or made available. The employer shall pay these 
employee contributions from the same source of funds used in 
paying compensation to the employee. The employer shall pay 
these contributions by effecting an equal cash reduction in the 
gross salary of the employee or by an offset against future salary 
increases or by a combination of a reduction in gross salary and 
offset against future salary increases. Employee contributions paid 
by the employer must be treated for the purposes of this chapter in 
the same manner and to the same extent as employee 
contributions made before the date on which employee 
contributions were assumed by the employer. An employer shall 
exercise its option under this subsection by December 1, 1999, and 
shall report its choice to the board in writing. The option chosen 
may not be revoked for the remainder of the biennium. Thereafter, 
the option choice must be forwarded to the board, in writing, by 
June fifteenth of each odd-numbered year…………. 

Law Enforcement Plan The plan presently provides that the normal 
retirement date is when they “attain the age of fifty- 



4 
 

Proposed Provision/Change Reason 
five years and has completed at least three 
consecutive years of employment as a peace officer 
or correctional officer immediately preceding 
retirement”.  We are suggesting that we remove the 
wording “immediately preceding retirement”.  

Deferred vested members ability to be candidates for 
the Board 

In the last review of the Board’s election process, it 
was suggested that deferred vested members not be 
allowed to run for the Board.   

54-52.1-03 We are proposing the following change to this section 
to put into statute our administrative practice of 
allowing the spouse to stay on the plan after the 
member passes: 
 
54-52.1-03. Employee participation in plan - 
Employee to furnish information - 
Benefits to continue upon retirement or 
termination. 
…..3. A retiree who has accepted a periodic distribution from the 
defined contribution retirement plan pursuant to section 54-52.6-13 
who the board determines is eligible for participation in the uniform 
group insurance program or has accepted a retirement allowance 
from the public employees retirement system, the highway 
patrolmen's retirement system, the teachers' insurance and annuity 
association of America - college retirement equities fund for service 
credit earned while employed  by North Dakota institutions of 
higher education, the retirement system established by job service 
North Dakota under section 52-11-01, the judges' retirement 
system established under chapter 27-17, or the teachers' fund for 
retirement may elect to participate in the uniform group under this 
chapter without meeting minimum requirements at age sixty-five, 
when the member's spouse reaches age sixty-five, 
upon the receipt of a benefit, or when the spouse terminates 
employment. If a retiree or surviving spouse does not elect to 
participate at the times specified in this subsection, the retiree or 
surviving spouse must meet the minimum requirements 
established by the board. Subject to sections 54-52.1-03.2 and 54-
52.1-03.3, each retiree or surviving spouse shall pay directly to the 
board the premiums in effect for the coverage then being provided. 
A retiree or surviving spouse who has met the initial eligibility 
requirements of this subsection to begin participation in the uniform 
group insurance program remains eligible as long as the retiree 
maintains the retiree's participation in the program by paying the 
required premium pursuant to rules adopted by the board……. 

Updating our federal compliance provisions We do this every session to insure we are compliant 
with the most recent federal requirements. 

 

Staff is requesting your approval to develop an administrative bill for PERS with the above 

changes for your consideration in March.   

 

Board Action Requested 
1. To approve or disapprove staff recommendations 

a. To split the employer/employee contribution increase 50/50 

b. To treat LE members the same as the other retirement plans 

2. To authorize submitting the four bill drafts.   
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of North Dakota 
 
Introduced by 
 
 
 
A BILL for an Act to amend and reenact section 15-10-17, Subsection 6 of Section 39-1 

03.1-11, Subsection 1 of Section 39-03.1-11.2, 39-03.1-14.1, 54-52-03, Subsections 3 2 

and 6 of Section 54-52-17, 54-52-27, 54-52-28, Subsection 3 of Section 54-52.1-03 and 3 

Subsection 3 of Section 54-52.6-09 of the North Dakota Century Code, relating to 4 

special annuity purchases in the alternate retirement program for university system 5 

employees, surviving spouse payment options under the highway patrolmen’s 6 

retirement plan, calculation of member service credit under the highway patrolmen’s 7 

retirement plan, election of members to public employees retirement system board, 8 

calculation of normal retirement date for a peace officer or correctional officer under the 9 

public employees retirement system, payment of member account balance under the 10 

public employees retirement system, purchase of sick leave credit under public 11 

employees retirement system, spousal election to participate in uniform group insurance 12 

program, reporting of employer pick-ups under the defined contribution retirement plan, 13 

and Internal Revenue Code compliance under the highway patrolmen’s retirement plan 14 

and public employees retirement system. 15 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 16 

SECTION 1.  AMENDMENT.  Section 15-10-17 of the North Dakota Century 17 

Code is amended and reenacted as follows: 18 

15-10-17. Specific powers and duties of the state board of higher education. 19 

The state board of higher education has all the powers and shall perform all the duties 20 

necessary to the control and management of the institutions described in this chapter. In 21 

addition to the powers and duties specified in section 6 of article VIII of the Constitution 22 

of North Dakota, the board may: 23 

PERS Administrative Bill  
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1.   1 

a. Appoint and remove the president or other faculty head, and the 2 

professors, instructors, teachers, officers, and other employees of 3 

the several institutions under its control, and to fix their salaries 4 

within the limits of legislative appropriations therefor, and to fix the 5 

terms of office and to prescribe the duties thereof, provided that the 6 

consideration of the appointment or removal of any such personnel 7 

shall be in executive session if the board chooses unless the 8 

individual involved requests that the meeting be open to other 9 

individuals or to the public. 10 

b.  Appoint and remove the commissioner of higher education, fix the 11 

commissioner's salary within the limits of legislative appropriations, 12 

and prescribe the commissioner's duties. 13 

c.  Appoint and remove all university system office personnel, fix their 14 

salaries within the limits of legislative appropriations, fix their terms 15 

of office, and prescribe their duties. 16 

2.  Authorize the employment of law enforcement officers having concurrent 17 

jurisdiction with other law enforcement officers to enforce laws and 18 

regulations at its institutions. 19 

3.  Set tuition and fees. 20 

4.  21 

a.  Establish a retirement program as an alternative to chapter 15-39.1 22 

for university system employees subject to the following guidelines: 23 

(1)  Benefits under the program must be provided through 24 

annuity contracts purchased by the board but which become 25 

the property of the participants; 26 



Sixty-second 
Legislative Assembly 

 Page No. 3 

(2)  The cost of the annuity contracts must be defrayed by 1 

contributions made pursuant to rules of the state board of 2 

higher education; 3 

(3)  Eligible employees appointed before July 1, 1973, shall 4 

participate in the alternate retirement program only by their 5 

individual election. When the electing eligible employee is a 6 

member of the teachers' fund for retirement, the employee's 7 

assessments and employer's contributions together with 8 

interest credited at the current rate for one-year certificates 9 

then being paid by the Bank of North Dakota must be 10 

transferred to the employee's account in the alternate 11 

program. The election must be made before July 1, 1980, 12 

and shall relinquish all rights the eligible employee or the 13 

employee's beneficiary may have to benefits provided in 14 

chapters 15-39 and 15-39.2; and 15 

(4)  Employees of the university system who are members of the 16 

public employees retirement system under sections 54-52 or 17 

54-52.6 and who become entitled to participate in the 18 

alternate retirement program are entitled to a special annuity 19 

purchase in the alternate retirement program in accordance 20 

with this subdivision. An eligible employee who consents to 21 

have that employee's contribution included is entitled to have 22 

that employee's contribution and employer's contribution, 23 

with interest, in the public employees retirement system 24 

fund, used by the retirement board of the public employees 25 

retirement system to purchase for that employee an annuity 26 

in the alternate retirement program in lieu of any other rights 27 
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under the public employees retirement fund. However, 1 

before the employer's contribution may be used for an 2 

annuity purchase, the employee's combined years of service 3 

with the public employees retirement system and the 4 

alternate retirement program must equal or exceed the years 5 

of service necessary to be eligible for retirement benefits 6 

under the public employees retirement system. An employee 7 

who transferred from the public employees retirement 8 

system before March 30, 1987, and who received a refund of 9 

that employee's contribution is entitled to have the 10 

employer's contribution, with interest, used to purchase an 11 

annuity even if that employee did not purchase an annuity in 12 

the alternate employee program with the employee's 13 

contribution. If an employee makes the election allowed 14 

under this subdivision, that employee relinquishes all rights 15 

the employee or any of the employee's beneficiaries may 16 

have had to benefits provided under chapter chapters 54-52 17 

and 54-52.6. 18 

b.  Provide for the administration of the alternate retirement program 19 

and establish rules for the program consistent with this subsection. 20 

This subsection does not derogate any existing retirement 21 

programs approved by the board. 22 

5.  Determine policy for purchasing by the university system in coordination 23 

with the office of management and budget as provided by law. 24 

6.  Establish by rule an early retirement program for faculty and officers of the 25 

board as defined by the board. The limitations on severance pay pursuant 26 

to section 54-14-04.3 and on requiring the employee to pay contributions 27 
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to continue on the state uniform group insurance program upon retirement 1 

or upon termination of employment pursuant to section 54-52.1-03 do not 2 

apply to the early retirement program. 3 

7.  Adopt rules to protect the confidentiality of student records, medical 4 

records, and, consistent with section 44-04-18.4, trade secret, proprietary, 5 

commercial, and financial information. 6 

8.  Authorize and encourage university system entities to enter into 7 

partnerships, limited liability companies, joint ventures, or other 8 

contractual arrangements with private business and industry for the 9 

purpose of business or industrial development or fostering basic and 10 

applied research or technology transfer. 11 

9.  Adopt rules promoting research, encouraging development of intellectual 12 

property and other inventions and discoveries by university system 13 

employees, and protecting and marketing the inventions and discoveries. 14 

The rules must govern ownership or transfer of ownership rights and 15 

distribution of income that may be derived from an invention or discovery 16 

resulting from research or employment in the university system. The rules 17 

may provide for transfer of ownership rights or distribution of income to a 18 

private, nonprofit entity created for the support of the university system or 19 

one of its institutions. 20 

 21 

SECTION 2.  AMENDMENT.  Subsection 6 of Section 39-03.1-11 of the North 22 

Dakota Century Code is amended and reenacted as follows: 23 

6.  If before retiring a contributor dies after completing ten years of eligible 24 

employment, the board shall pay the contributor's accumulated deductions 25 

to the contributor's designated beneficiary as provided in this subsection. If 26 

the contributor has designated an alternate beneficiary with the surviving 27 
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spouse's written consent, the board shall pay the contributor's account 1 

balance to the named beneficiary. If the contributor has named more than 2 

one primary beneficiary, the board shall pay the contributor's account 3 

balance to the named primary beneficiaries in the percentages designated 4 

by the contributor or, if the contributor has not designated a percentage for 5 

the beneficiaries, in equal percentages. If one or more of the primary 6 

beneficiaries has predeceased the contributor, the board shall pay the 7 

predeceased beneficiary's share to the remaining primary beneficiaries. If 8 

there are no remaining primary beneficiaries, the board shall pay the 9 

contributor's account balance to the contingent beneficiaries in the same 10 

manner. If there are no remaining designated beneficiaries, the board 11 

shall pay the contributor's account balance to the contributor's estate. If 12 

the contributor has not designated an alternate beneficiary under this 13 

section or the surviving spouse is the beneficiary, the surviving spouse of 14 

the contributor may select one of the following optional forms of payment: 15 

a.  A lump sum payment of the contributor's accumulated deductions 16 

as of the date of death. 17 

b.  Payments for sixty months as calculated for the deceased 18 

contributor as if the contributor were age fifty-five at the date of 19 

death. 20 

c.  Payment of a monthly retirement benefit equal to fifty percent of the 21 

deceased contributor's accrued normal retirement benefits until the 22 

spouse dies. 23 

 24 

SECTION 3.  AMENDMENT.  Subsection 1 of section 39-03.1-11.2 of the North 25 

Dakota Century Code is amended and reenacted as follows: 26 
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1.  The board shall administer the plan in compliance with section 415, 1 

section 401(a)(9), section 401(a)(17), and section 401(a)(31) of the 2 

Internal Revenue Code in effect on August 1, 2009 2011, as it applies for 3 

governmental plans. 4 

 5 

SECTION 4.  AMENDMENT.  Section 39-03.1-14.1 of the North Dakota Century 6 

Code is amended and reenacted as follows: 7 

39-03.1-14.1. Multiple plan membership - Eligibility for benefits - Amount of 8 

benefits. 9 

1.  For the purpose of determining eligibility for benefits under this chapter, a 10 

member's years of service is the total of the years of service earned under 11 

this chapter and the years of service employment or years of service credit 12 

earned in any number of the following, the total of which may not exceed 13 

twelve months of credit per year: 14 

a.  The public employees retirement system. 15 

b.  The teachers' fund for retirement. 16 

c.  The teachers' insurance and annuity association of America – 17 

college retirement equities fund (TIAA-CREF), for service credit 18 

earned while employed by North Dakota institutions of higher 19 

education. 20 

2.  If a member terminates eligible employment under this chapter, if that 21 

member has not received a refund of the member's accumulated 22 

deductions, and if that member begins eligible employment in a plan 23 

described in subdivision a or b of subsection 1, that member may elect to 24 

remain an inactive member of the system without refund of the member's 25 

accumulated deductions. The election must be made within ninety days 26 

after beginning the eligible employment. The board shall terminate the 27 
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inactive status of a member under this subsection if the member gains 1 

eligible employment under this chapter or if the member terminates 2 

eligible employment under a plan described in subdivision a or b of 3 

subsection 1. 4 

3.  Pursuant to rules adopted by the board, a member who has service credit 5 

in the system and in any of the alternate plans described in subdivision a 6 

or b of subsection 1 is entitled to benefits under this chapter. The 7 

employee may elect to have benefits calculated using the benefit formula 8 

in section 39-03.1-11 under either of the following calculation methods: 9 

a.  By using the average of the highest salary received by the member 10 

for any consecutive thirty-six months employed during the last one 11 

hundred twenty months of employment in the highway patrolmen's 12 

retirement system. If the participating member has worked for less 13 

than thirty-six months at retirement, the final average salary is the 14 

average salary for the total months of employment. 15 

b.  Using the average of the highest salary received by the member for 16 

any thirty-six consecutive months during the last one hundred 17 

twenty months of employment, with service credit not to exceed 18 

one month in any month when combined with the service credit 19 

earned in the alternate retirement system.  20 

The board shall calculate benefits for an employee under this subsection 21 

by using only those years of service employment earned under this 22 

chapter. 23 

 24 

SECTION 5.  AMENDMENT.  Section 54-52-03 of the North Dakota Century 25 

Code is amended and reenacted as follows: 26 
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54-52-03. Governing authority. A state agency is hereby created to constitute 1 

the governing authority of the system to consist of a board of seven persons known as 2 

the retirement board. No more than one elected member of the board may be in the 3 

employ of a single department, institution, or agency of the state or in the employ of a 4 

political subdivision. No employee of the public employees retirement system or the 5 

state retirement and investment office may serve on the board. 6 

1.  One member of the board must be appointed by the governor to serve a 7 

term of five years. The appointee must be a North Dakota citizen who is 8 

not a state or political subdivision employee and who by experience is 9 

familiar with money management. The citizen member is chairman of the 10 

board. 11 

2.  One member of the board must be appointed by the attorney general from 12 

the attorney general's legal staff and shall serve a term of five years. 13 

3.  The state health officer appointed under section 23-01-05 is a member of 14 

the board. 15 

4.  Three board members must be elected by and from among the active 16 

participating members, members of the retirement plan established under 17 

chapter 54-52.6, members of the retirement plan established under 18 

chapter 39-03.1, and members of the job service North Dakota retirement 19 

plan. Employees who have terminated their employment for whatever 20 

reason are not eligible to serve as elected members of the board under 21 

this subsection. Board members must be elected to a five-year term 22 

pursuant to an election called by the board. Notice of board elections must 23 

be given to all active participating members. The time spent in performing 24 

duties as a board member may not be charged against any employee's 25 

accumulated annual or any other type of leave. 26 
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5.  One board member must be elected by and from among those persons 1 

who are receiving retirement benefits or who are eligible to receive 2 

deferred vested retirement benefits under this chapter. The board shall 3 

call the election and must give prior notice of the election to the persons 4 

eligible to participate in the election pursuant to this subsection. The board 5 

member shall serve a term of five years. 6 

6.  The members of the board are entitled to receive sixty-two dollars and fifty 7 

cents per day compensation and necessary mileage and travel expenses 8 

as provided in sections 44-08-04 and 54-06-09. This is in addition to any 9 

other pay or allowance due the chairman or a member, plus an allowance 10 

for expenses they may incur through service on the board. 11 

7.  A board member shall serve a five-year term and until the board member's 12 

successor qualifies. Each board member is entitled to one vote, and four 13 

of the seven board members constitute a quorum. Four votes are 14 

necessary for resolution or action by the board at any meeting. 15 

 16 

SECTION 6.  AMENDMENT.  Subsections 3 and 6 of section 54-52-17 of the 17 

North Dakota Century Code is amended and reenacted as follows: 18 

3.  Retirement dates are defined as follows: 19 

a.  Normal retirement date, except for a national guard security officer 20 

or firefighter or a peace officer or correctional officer employed by 21 

the bureau of criminal investigation or by a political subdivision, is: 22 

(1)  The first day of the month next following the month in which 23 

the member attains the age of sixty-five years; or 24 

(2)  When the member has a combined total of years of service 25 

credit and years of age equal to eighty-five and has not 26 

received a retirement benefit under this chapter. 27 
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b.  Normal retirement date for a national guard security officer or 1 

firefighter is the first day of the month next following the month in 2 

which the national guard security officer or firefighter attains the 3 

age of fifty-five years and has completed at least three consecutive 4 

years of employment as a national guard security officer or 5 

firefighter immediately preceding retirement. 6 

c.  Normal retirement date for a peace officer or correctional officer 7 

employed by a political subdivision is: 8 

(1)  The first day of the month next following the month in which 9 

the peace officer or correctional officer attains the age of 10 

fifty-five years and has completed at least three consecutive 11 

years of employment as a peace officer or correctional 12 

officer immediately preceding retirement; or 13 

(2)  When the peace officer or correctional officer has a 14 

combined total of years of service credit and years of age 15 

equal to eighty-five and has not received a retirement benefit 16 

under this chapter. 17 

d.  Normal retirement date for a peace officer employed by the bureau 18 

of criminal investigation is: 19 

(1)  The first day of the month next following the month in which 20 

the peace officer attains the age of fifty-five years and has 21 

completed at least three consecutive years of employment 22 

as a peace officer immediately preceding retirement; or 23 

(2)  When the peace officer has a combined total of years of 24 

service credit and years of age equal to eighty-five and has 25 

not received a retirement benefit under this chapter. 26 
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e.  Postponed retirement date is the first day of the month next 1 

following the month in which the member, on or after July 1, 1977, 2 

actually severs or has severed the member's employment after 3 

reaching the normal retirement date. 4 

f.  Early retirement date, except for a national guard security officer or 5 

firefighter or a peace officer or correctional officer employed by the 6 

bureau of criminal investigation or by a political subdivision, is the 7 

first day of the month next following the month in which the member 8 

attains the age of fifty-five years and has completed three years of 9 

eligible employment. For a national guard security officer or 10 

firefighter, early retirement date is the first day of the month next 11 

following the month in which the national guard security officer or 12 

firefighter attains the age of fifty years and has completed at least 13 

three years of eligible employment. For a peace officer or 14 

correctional officer employed by the bureau of criminal investigation 15 

or by a political subdivision, early retirement date is the first day of 16 

the month next following the month in which the peace officer or 17 

correctional officer attains the age of fifty years and has completed 18 

at least three years of eligible employment. 19 

g.  Disability retirement date is the first day of the month after a 20 

member becomes permanently and totally disabled, according to 21 

medical evidence called for under the rules of the board, and has 22 

completed at least one hundred eighty days of eligible employment. 23 

For supreme and district court judges, permanent and total 24 

disability is based solely on a judge's inability to perform judicial 25 

duties arising out of physical or mental impairment, as determined 26 

pursuant to rules adopted by the board or as provided by 27 
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subdivision a of subsection 3 of section 27-23-03. A member is 1 

eligible to receive disability retirement benefits only if the member: 2 

(1)  Became disabled during the period of eligible employment; 3 

and 4 

(2)  Applies for disability retirement benefits within twelve months 5 

of the date the member terminates employment. 6 

A member is eligible to continue to receive disability benefits as 7 

long as the permanent and total disability continues and the 8 

member submits the necessary documentation and undergoes 9 

medical testing required by the board, or for as long as the member 10 

participates in a rehabilitation program required by the board, or 11 

both. If the board determines that a member no longer meets the 12 

eligibility definition, the board may discontinue the disability 13 

retirement benefit. The board may pay the cost of any medical 14 

testing or rehabilitation services it deems necessary and these 15 

payments are appropriated from the retirement fund for those 16 

purposes. 17 

 18 

6.  If before retiring a member dies after completing three years of eligible 19 

employment, except for supreme and district court judges, who must have 20 

completed five years of eligible employment, the board shall pay the 21 

member's account balance to the member's designated beneficiary as 22 

provided in this subsection. If the member has designated an alternate 23 

beneficiary with the surviving spouse's written consent, the board shall pay 24 

the member's account balance to the named beneficiary. If the member 25 

has named more than one primary beneficiary, the board shall pay the 26 

member's account balance to the named primary beneficiaries in the 27 
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percentages designated by the member or, if the member has not 1 

designated a percentage for the beneficiaries, in equal percentages. If one 2 

or more of the primary beneficiaries has predeceased the member, the 3 

board shall pay the predeceased beneficiary's share to the remaining 4 

primary beneficiaries. If any beneficiary survives the member, yet dies 5 

prior to distribution of the beneficiary’s share, beneficiary shall be treated 6 

as if they predeceased the member.  If there are no remaining primary 7 

beneficiaries, the board shall pay the member's account balance to the 8 

contingent beneficiaries in the same manner. If there are no remaining 9 

designated beneficiaries, the board shall pay the member's account 10 

balance to the member's estate. If the member has not designated an 11 

alternate beneficiary or the surviving spouse is the beneficiary, the 12 

surviving spouse of the member may select a form of payment as follows: 13 

a.  If the member was a supreme or district court judge, the surviving 14 

spouse may select one of the following optional forms of payment: 15 

(1)  A lump sum payment of the member's retirement account as 16 

of the date of death. 17 

(2)  Payments as calculated for the deceased member as if the 18 

member was of normal retirement age at the date of death, 19 

payable until the spouse dies. 20 

b.  The surviving spouse of all other members may select one of the 21 

following options: 22 

(1)  A lump sum payment of the member's retirement account as 23 

of the date of death. 24 

(2)  Payment of a monthly retirement benefit equal to fifty 25 

percent of the deceased member's accrued single life 26 

retirement benefits until the spouse dies. 27 
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(3)  If the member dies on or after the member's normal 1 

retirement date, the payment of a monthly retirement benefit 2 

equal to an amount that would have been paid to the 3 

surviving spouse if the member had retired on the day of the 4 

member's death and had selected a one hundred percent 5 

joint and survivor annuity, payable until the spouse dies. A 6 

surviving spouse who received a benefit under this 7 

subsection as of July 31, 1995, is entitled to the higher of 8 

that person's existing benefit or the equivalent of the accrued 9 

benefit available under the one hundred percent joint and 10 

survivor provision as if the deceased member were of 11 

normal retirement age, with the increase payable beginning 12 

August 1, 1995. 13 

 14 

SECTION 7.  AMENDMENT.  Section 54-52-27 of the North Dakota Century 15 

Code is amended and reenacted as follows: 16 

54-52-27. Purchase of sick leave credit. A member is entitled to credit in the 17 

retirement system for each month of unused sick leave, as certified by the member's 18 

employer, if the member or the member's employer pays an amount equal to the 19 

member's final average salary, times the number of months of sick leave converted, 20 

times the percent of employer and employee contributions to the retirement program of 21 

the member, plus the required contribution for the retiree health benefits program. 22 

Hours of sick leave equal to a fraction of a month are deemed to be a full month for 23 

purposes of conversion to service credit. A member may convert all of the member's 24 

certified sick leave or a part of the member's certified sick leave. All conversion 25 

payments must be made within sixty days of termination of employment and before 26 
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the member receives a retirement annuity unless the member has submitted an 1 

approved payment plan to the board. 2 

 3 

SECTION 8.  AMENDMENT.  Subsection 1 of section 54-52-28 of the North 4 

Dakota Century Code is amended and reenacted as follows: 5 

1.  The board shall administer the plan in compliance with section 415, 6 

section 401(a)(9), section 401(a)(17), and section 401(a)(31) of the 7 

Internal Revenue Code in effect on August 1, 2009 2011, as it applies for 8 

governmental plans.   9 

 10 

SECTION 9.  AMENDMENT.  Subsection 3 of section 54-52.1-03 of the North 11 

Dakota Century Code is amended and reenacted as follows: 12 

 13 

3.  A retiree who has accepted a periodic distribution from the defined 14 

contribution retirement plan pursuant to section 54-52.6-13 who the board 15 

determines is eligible for participation in the uniform group insurance 16 

program or has accepted a retirement allowance from the public 17 

employees retirement system, the highway patrolmen's retirement system, 18 

the teachers' insurance and annuity association of America - college 19 

retirement equities fund for service credit earned while employed by North 20 

Dakota institutions of higher education, the retirement system established 21 

by job service North Dakota under section 52-11-01, the judges' retirement 22 

system established under chapter 27-17, or the teachers' fund for 23 

retirement may elect to participate in the uniform group under this chapter 24 

without meeting minimum requirements at age sixty-five, when the 25 

member's spouse reaches age sixty-five, upon the receipt of a benefit, or 26 

when the spouse terminates employment. If a retiree or surviving spouse 27 
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does not elect to participate at the times specified in this subsection, the 1 

retiree or surviving spouse must meet the minimum requirements 2 

established by the board. Subject to sections 54-52.1-03.2 and 54-52.1-3 

03.3, each retiree or surviving spouse shall pay directly to the board the 4 

premiums in effect for the coverage then being provided. A retiree or 5 

surviving spouse who has met the initial eligibility requirements of this 6 

subsection to begin participation in the uniform group insurance program 7 

remains eligible as long as the retiree maintains the retiree's participation 8 

in the program by paying the required premium pursuant to rules adopted 9 

by the board. 10 

 11 

SECTION 10.  AMENDMENT.  Subsection 3 of section 54-52.6-09 of the North 12 

Dakota Century Code is amended and reenacted as follows: 13 

 14 

3.  Each employer, at its option, may pay the employee contributions required 15 

by this section for all compensation earned after December 31, 1999. The 16 

amount paid must be paid by the employer in lieu of contributions by the 17 

employee. If the employer decides not to pay the contributions, the 18 

amount that would have been paid will continue to be deducted from the 19 

employee's compensation. If contributions are paid by the employer, they 20 

must be treated as employer contributions in determining tax treatment 21 

under this code and the federal Internal Revenue Code. Contributions paid 22 

by the employer may not be included as gross income of the employee in 23 

determining tax treatment under this code and the federal Internal 24 

Revenue Code until they are distributed or made available. The employer 25 

shall pay these employee contributions from the same source of funds 26 

used in paying compensation to the employee. The employer shall pay 27 
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these contributions by effecting an equal cash reduction in the gross 1 

salary of the employee or by an offset against future salary increases or 2 

by a combination of a reduction in gross salary and offset against future 3 

salary increases. Employee contributions paid by the employer must be 4 

treated for the purposes of this chapter in the same manner and to the 5 

same extent as employee contributions made before the date on which 6 

employee contributions were assumed by the employer. An employer shall 7 

exercise its option under this subsection by December 1, 1999, and shall 8 

report reporting its choice to the board in writing. The option chosen may 9 

not be revoked for the remainder of the biennium. Thereafter, the option 10 

choice must be forwarded to the board, in writing, by June fifteenth of 11 

each odd-numbered year. 12 

 13 
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of North Dakota 
 
Introduced by 
 
 
 
A BILL for an Act to amend and reenact section 39-03.1-09, 54-52-02.9, 54-52-05, 54-1 

52-06.1, 54-52-06.3, subsection 6 of section 54-52.6-02, and 54-52.6-09 of the North 2 

Dakota Century Code, relating to increased employee contributions under the highway 3 

patrolmen’s retirement plan and public employees retirement system. 4 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 5 

SECTION 1.  AMENDMENT.  Section 39-03.1-09 of the North Dakota Century 6 

Code is amended and reenacted as follows: 7 

39-03.1-09. Payments by contributors - Employer payment of employee 8 

contribution. 9 

1.  Every member, except as provided in section 39-03.1-07, shall contribute 10 

into the fund ten and thirty-hundredths percent of the member's monthly 11 

salary, which sum must be deducted from the member's salary and 12 

credited to the member's account in the fund.  Member contributions shall 13 

be increased by two percent of the member's monthly salary beginning 14 

with the monthly reporting period of January, 2012, and shall be increased 15 

annually thereafter by an additional two percent, with the final increase 16 

taking place for the reporting period of January, 2015.   17 

2.  The state of North Dakota, at its option, may pay the member 18 

contributions required by subsection 1 for all compensation earned after 19 

June 30, 1983, and may pay the member contributions required to 20 

purchase service credit on a pretax basis pursuant to subsection 8 of 21 

section 39-03.1-08.2. The amount paid must be paid by the state in lieu of 22 

contributions by the member. A member may not receive the contributed 23 

100% Employee Contribution  
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amounts directly once the employer has elected to pay the member 1 

contributions. If the state decides not to pay the contributions, the amount 2 

that would have been paid will continue to be deducted from 3 

compensation. If contributions are paid by the state, they must be treated 4 

as employer contributions in determining tax treatment under this code 5 

and the federal Internal Revenue Code. If contributions are paid by the 6 

state, they must not be included as gross income of the member in 7 

determining tax treatment under this code and the Internal Revenue Code 8 

until they are distributed or made available. The state shall pay these 9 

member contributions from the same source of funds used in paying 10 

compensation to the members. The state shall pay these contributions by 11 

effecting an equal cash reduction in the gross salary of the employee or by 12 

an offset against future salary increases or by a combination of a 13 

reduction in gross salary and offset against future salary increases. If 14 

member contributions are paid by the state, they must be treated for the 15 

purposes of this chapter in the same manner and to the same extent as 16 

member contributions made prior to the date the contributions were 17 

assumed by the state. The option given employers by this subsection 18 

must be exercised in accordance with rules adopted by the board. 19 

3.  For compensation earned after August 1, 2009, all employee contributions 20 

required under subsection 1, and not otherwise paid under subsection 2, 21 

must be paid by the state in lieu of contributions by the member. All 22 

contributions paid by the state under this subsection must be treated as 23 

employer contributions in determining tax treatment under this code and 24 

the federal Internal Revenue Code. Contributions paid by the state under 25 

this subsection may not be included as gross income of the member in 26 

determining tax treatment under this code and the Internal Revenue Code 27 
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until the contributions are distributed or made available. Contributions paid 1 

by the state in accordance with this subsection must be treated for the 2 

purposes of this chapter in the same manner and to the same extent as 3 

member contributions made before the date the contributions were 4 

assumed by the state. The state shall pay these member contributions 5 

from the same source of funds used in paying compensation to the 6 

members. The state shall pay these contributions by effecting an equal 7 

cash reduction in the gross salary of the employee. The state shall 8 

continue making payments under this section unless otherwise specifically 9 

provided for under the agency's biennial appropriation or by law.  10 

 11 

SECTION 2.  AMENDMENT.  Section 54-52-02.9 of the North Dakota Century 12 

Code is amended and reenacted as follows: 13 

54-52-02.9. Participation by temporary employees. A temporary employee 14 

may elect, within one hundred eighty days of beginning employment, to participate in 15 

the public employees retirement system and receive credit for service after enrollment. 16 

The temporary employee shall pay monthly to the fund an amount equal to eight and 17 

twelve-hundredths percent times the temporary employee's present monthly salary. The 18 

amount required to be paid by a temporary employee shall be increased by two percent 19 

times the temporary employee's present monthly salary beginning with the monthly 20 

reporting period of January, 2012, and shall be increased annually thereafter by an 21 

additional two percent, with the final increase taking place for the reporting period of 22 

January, 2015. The temporary employee shall also pay the required monthly 23 

contribution to the retiree health benefit fund established under section 54-52.1-03.2. 24 

This contribution must be recorded as a member contribution pursuant to section 54-25 

52.1-03.2. An employer may not pay the temporary employee's contributions. A 26 

temporary employee may continue to participate as a temporary employee in the public 27 
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employees retirement system until termination of employment or reclassification of the 1 

temporary employee as a permanent employee. A temporary employee may not 2 

purchase any additional credit, including additional credit under section 54-52-17.4 or 3 

past service under section 54-52-02.6.  4 

 5 

SECTION 3.  AMENDMENT.  Section 54-52-05 of the North Dakota Century 6 

Code is amended and reenacted as follows: 7 

54-52-05. Membership and assessments - Employer payment of employee 8 

contributions. 9 

1.  Every eligible governmental unit employee concurring in the plan must so 10 

state in writing and all future eligible employees are participating 11 

members. An employee who was not enrolled in the retirement system 12 

when eligible to participate must be enrolled immediately upon notice of 13 

the employee's eligibility, unless the employee waives in writing the 14 

employee's right to participate for the previous time of eligibility, to avoid 15 

contributing to the fund for past service. An employee who is eligible for 16 

normal retirement who accepts a retirement benefit under this chapter and 17 

who subsequently becomes employed with a participating employer other 18 

than the employer with which the employee was employed at the time the 19 

employee retired under this chapter may, before reenrolling in the 20 

retirement plan, elect to permanently waive future participation in the 21 

retirement plan and the retiree health program and maintain that 22 

employee's retirement status. An employee making this election is not 23 

required to make any future employee contributions to the public 24 

employees retirement system nor is the employee's employer required to 25 

make any further contributions on behalf of that employee. 26 
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2.  Each member must be assessed and required to pay monthly four percent 1 

of the monthly salary or wage paid to the member, and such assessment 2 

must be deducted and retained out of such salary in equal monthly 3 

installments commencing with the first month of employment. Member 4 

contributions shall be increased by two percent of the monthly salary or 5 

wage paid to the member beginning with the monthly reporting period of 6 

January, 2012, and shall be increased annually thereafter by an additional 7 

two percent, with the final increase taking place for the reporting period of 8 

January, 2015. 9 

3.  Each employer, at its option, may pay all or a portion of the employee 10 

contributions required by subsection 2 and sections 54-52-06.1, 54-52-11 

06.2, 54-52-06.3, and 54-52-06.4 or the employee contributions required 12 

to purchase service credit on a pretax basis pursuant to subsection 5 of 13 

section 54-52-17.4. Employees may not receive the contributed amounts 14 

directly once the employer has elected to pay the employee contributions. 15 

The amount paid must be paid by the employer in lieu of contributions by 16 

the employee. If the state determines not to pay the contributions, the 17 

amount that would have been paid must continue to be deducted from the 18 

employee's compensation. If contributions are paid by the employer, they 19 

must be treated as employer contributions in determining tax treatment 20 

under this code and the federal Internal Revenue Code. If contributions 21 

are paid by the employer, they may not be included as gross income of 22 

the employee in determining tax treatment under this code and the 23 

Internal Revenue Code until they are distributed or made available. The 24 

employer shall pay these employee contributions from the same source of 25 

funds used in paying compensation to the employee or from the levy 26 

authorized by subsection 5 of section 57-15-28.1. The employer shall pay 27 
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these contributions by effecting an equal cash reduction in the gross 1 

salary of the employee or by an offset against future salary increases or 2 

by a contribution of a reduction in gross salary and offset against future 3 

salary increases. If employee contributions are paid by the employer, they 4 

must be treated for the purposes of this chapter in the same manner and 5 

to the same extent as employee contributions made prior to the date on 6 

which employee contributions were assumed by the employer. An 7 

employer exercising its option under this subsection shall report its choice 8 

to the board in writing. 9 

4.  For compensation earned after August 1, 2009, all employee contributions 10 

required under section 54-52-06.1 and the job service North Dakota 11 

retirement plan, and not otherwise paid under subsection 3, must be paid 12 

by the employer in lieu of contributions by the member. All contributions 13 

paid by the employer under this subsection must be treated as employer 14 

contributions in determining tax treatment under this code and the Internal 15 

Revenue Code. Contributions paid by the employer under this subsection 16 

may not be included as gross income of the member in determining tax 17 

treatment under this code and the Internal Revenue Code until the 18 

contributions are distributed or made available. Contributions paid by the 19 

employer in accordance with this subsection must be treated for the 20 

purposes of this chapter in the same manner and to the same extent as 21 

member contributions made before the date the contributions were 22 

assumed by the employer. The employer shall pay these member 23 

contributions from the same source of funds used in paying compensation 24 

to the employee. The employer shall pay these contributions by effecting 25 

an equal cash reduction in the gross salary of the employee. The 26 

employer shall continue making payments under this section unless 27 
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otherwise specifically provided for under the agency's biennial 1 

appropriation or by amendment to law.  2 

 3 

SECTION 4.  AMENDMENT. Section 54-52-06.1 of the North Dakota Century 4 

Code is amended and reenacted as follows: 5 

54-52-06.1. Contribution by supreme and district court judges - Employer 6 

contribution.  Each judge of the supreme or district court who is a member of the 7 

public employees retirement system must be assessed and required to pay monthly five 8 

percent of the judge's monthly salary. Member contributions shall be increased by two 9 

percent of the judge's monthly salary beginning with the monthly reporting period of 10 

January, 2012, and shall be increased annually thereafter by an additional two percent, 11 

with the final increase taking place for the reporting period of January, 2015. The 12 

assessment must be deducted and retained out of the judge's salary in equal monthly 13 

installments. The state shall contribute an amount equal to fourteen and fifty-two one-14 

hundredths percent of the monthly salary of a supreme or district court judge who is a 15 

participating member of the system, which matching contribution must be paid from its 16 

funds appropriated for salary, or from any other funds available for such purposes. If the 17 

judge's contribution is paid by the state under subsection 3 of section 54-52-05, the 18 

state shall contribute, in addition, an amount equal to the required judge's contribution.  19 

 20 

SECTION 5.  AMENDMENT. Section 54-52-06.3 of the North Dakota Century 21 

Code is amended and reenacted as follows: 22 

54-52-06.3. Contribution by peace officers and correctional officers 23 

employed by political subdivisions - Employer contribution.  Each peace officer or 24 

correctional officer employed by a political subdivision that enters into an agreement 25 

with the retirement board on behalf of its peace officers and correctional officers 26 

separately from its other employees and who is a member of the public employees 27 
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retirement system is assessed and shall pay monthly four percent of the employee's 1 

monthly salary. Peace officer or correctional officer contributions shall be increased by 2 

one percent of the member’s monthly salary beginning with the monthly reporting period 3 

of January, 2012, and shall be increased annually thereafter by an additional one 4 

percent, with the final increase taking place for the reporting period of January, 2015. 5 

The assessment must be deducted and retained out of the employee's salary in equal 6 

monthly installments. The peace officer's or correctional officer's employer shall 7 

contribute an amount determined by the board to be actuarially required to support the 8 

level of benefits specified in section 54-52-17. If the peace officer's or correctional 9 

officer's assessment is paid by the employer under subsection 3 of section 54-52-05, 10 

the employer shall contribute, in addition, an amount equal to the required peace 11 

officer's or correctional officer's assessment. 12 

 13 

SECTION 6.  AMENDMENT.  Subsection 6 of section 54-52.6-02 of the North 14 

Dakota Century Code is amended and reenacted as follows: 15 

6. A participating member who becomes a temporary employee may still 16 

participate in the defined contribution retirement plan upon filing an 17 

election with the board within one hundred eighty days of transferring to 18 

temporary employee status. The participating member may not become a 19 

member of the defined benefit plan as a temporary employee. The 20 

temporary employee electing to participate in the defined contribution 21 

retirement plan shall pay monthly to the fund an amount equal to eight and 22 

twelve-hundredths percent times the temporary employee's present 23 

monthly salary. The amount required to be paid by a temporary employee 24 

shall be increased by two percent times the temporary employee's present 25 

monthly salary beginning with the monthly reporting period of January, 26 

2012, and shall be increased annually thereafter by an additional two 27 
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percent, with the final increase taking place for the reporting period of 1 

January, 2015. The temporary employee shall also pay the required 2 

monthly contribution to the retiree health benefit fund established under 3 

section 54-52.1-03.2. This contribution must be recorded as a member 4 

contribution pursuant to section 54-52.1-03.2. An employer may not pay 5 

the temporary employee's contributions. A temporary employee may 6 

continue to participate as a temporary employee until termination of 7 

employment or reclassification of the temporary employee as a permanent 8 

employee. 9 

    10 

SECTION 7.  AMENDMENT.  Section 54-52.6-09 of the North Dakota Century 11 

Code is amended and reenacted as follows: 12 

54-52.6-09. Contributions - Penalty. 13 

1.  Each participating member shall contribute monthly four percent of the 14 

monthly salary or wage paid to the participant, and this assessment must 15 

be deducted from the participant's salary in equal monthly installments 16 

commencing with the first month of participation in the defined contribution 17 

retirement plan established under this chapter.  Participating member 18 

contributions shall be increased by two percent of the monthly salary or 19 

wage paid to the participant beginning with the monthly reporting period of 20 

January, 2012, and shall be increased annually thereafter by an additional 21 

two percent, with the final increase taking place for the reporting period of 22 

January, 2015. 23 

2.  The employer shall contribute an amount equal to four and twelve-24 

hundredths percent of the monthly salary or wage of a participating 25 

member. If the employee's contribution is paid by the employer under 26 

subsection 3, the employer shall contribute, in addition, an amount equal 27 
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to the required employee's contribution. The employer shall pay monthly 1 

such contribution into the participating member's account from its funds 2 

appropriated for payroll and salary or any other funds available for such 3 

purposes. If the employer fails to pay the contributions monthly, it is 4 

subject to a civil penalty of fifty dollars and, as interest, one percent of the 5 

amount due for each month of delay or fraction thereof after the payment 6 

became due. 7 

3.  Each employer, at its option, may pay the employee contributions required 8 

by this section for all compensation earned after December 31, 1999. The 9 

amount paid must be paid by the employer in lieu of contributions by the 10 

employee. If the employer decides not to pay the contributions, the 11 

amount that would have been paid will continue to be deducted from the 12 

employee's compensation. If contributions are paid by the employer, they 13 

must be treated as employer contributions in determining tax treatment 14 

under this code and the federal Internal Revenue Code. Contributions paid 15 

by the employer may not be included as gross income of the employee in 16 

determining tax treatment under this code and the federal Internal 17 

Revenue Code until they are distributed or made available. The employer 18 

shall pay these employee contributions from the same source of funds 19 

used in paying compensation to the employee. The employer shall pay 20 

these contributions by effecting an equal cash reduction in the gross 21 

salary of the employee or by an offset against future salary increases or 22 

by a combination of a reduction in gross salary and offset against future 23 

salary increases. Employee contributions paid by the employer must be 24 

treated for the purposes of this chapter in the same manner and to the 25 

same extent as employee contributions made before the date on which 26 

employee contributions were assumed by the employer. An employer shall 27 
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exercise its option under this subsection by December 1, 1999, and shall 1 

report its choice to the board in writing. The option chosen may not be 2 

revoked for the remainder of the biennium. Thereafter, the option choice 3 

must be forwarded to the board, in writing, by June fifteenth of each odd-4 

numbered year. 5 
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of North Dakota 
 
Introduced by 
 
 
 
A BILL for an Act to amend and reenact section 39-03.1-10, 54-52-02.9, 54-52-06, 54-1 

52-06.1, subsection 6 of section 54-52.6-02, and 54-52.6-09 of the North Dakota 2 

Century Code, relating to increased employer and temporary employee contributions 3 

under the highway patrolmen’s retirement plan and public employees retirement 4 

system. 5 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 6 

 7 

SECTION 1.  AMENDMENT.  Section 39-03.1-10 of the North Dakota Century 8 

Code is amended and reenacted as follows: 9 

39-03.1-10. Contributions by the state. The state shall contribute to the fund a 10 

sum equal to sixteen and seventy-hundredths percent of the monthly salary or wage of 11 

a participating member. State contributions shall be increased by two percent of the 12 

monthly salary or wage of a participating member beginning with the monthly reporting 13 

period of January, 2012, and shall be increased annually thereafter by an additional two 14 

percent, with the final increase taking place for the reporting period of January, 2015. If 15 

the member's contribution is paid by the state under subsection 2 of section 39-03.1-09, 16 

the state shall contribute, in addition, an amount equal to the required member's 17 

contribution. The state shall pay the associated employer contribution for those 18 

members who elect to exercise their rights under subsection 3 of section 39-03.1-10.1.  19 

 20 

SECTION 2.  AMENDMENT.  Section 54-52-02.9 of the North Dakota Century 21 

Code is amended and reenacted as follows: 22 

100% Employer Contribution  
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54-52-02.9. Participation by temporary employees. A temporary employee 1 

may elect, within one hundred eighty days of beginning employment, to participate in 2 

the public employees retirement system and receive credit for service after enrollment. 3 

The temporary employee shall pay monthly to the fund an amount equal to eight and 4 

twelve-hundredths percent times the temporary employee's present monthly salary. The 5 

amount required to be paid by a temporary employee shall be increased by two percent 6 

times the temporary employee's present monthly salary beginning with the monthly 7 

reporting period of January, 2012, and shall be increased annually thereafter by an 8 

additional two percent, with the final increase taking place for the reporting period of 9 

January, 2015. The temporary employee shall also pay the required monthly 10 

contribution to the retiree health benefit fund established under section 54-52.1-03.2. 11 

This contribution must be recorded as a member contribution pursuant to section 54-12 

52.1-03.2. An employer may not pay the temporary employee's contributions. A 13 

temporary employee may continue to participate as a temporary employee in the public 14 

employees retirement system until termination of employment or reclassification of the 15 

temporary employee as a permanent employee. A temporary employee may not 16 

purchase any additional credit, including additional credit under section 54-52-17.4 or 17 

past service under section 54-52-02.6.  18 

 19 

SECTION 3.  AMENDMENT.  Section 54-52-06 of the North Dakota Century 20 

Code is amended and reenacted as follows: 21 

54-52-06. Employer's contribution to retirement plan.  Each governmental 22 

unit shall contribute an amount equal to four and twelve-hundredths percent of the 23 

monthly salary or wage of a participating member. Governmental unit contributions shall 24 

be increased by two percent of the monthly salary or wage of a participating member 25 

beginning with the monthly reporting period of January, 2012, and shall be increased 26 

annually thereafter by an additional two percent, with the final increase taking place for 27 
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the reporting period of January, 2015. For those members who elect to exercise their 1 

rights under section 54-52-17.14, the employing governmental unit, or in the case of a 2 

member not presently under covered employment the most recent employing 3 

governmental unit, shall pay the associated employer contribution. If the employee's 4 

contribution is paid by the governmental unit under subsection 3 of section 54-52-05, 5 

the employer unit shall contribute, in addition, an amount equal to the required 6 

employee's contribution. Each governmental unit shall pay the contribution monthly, or 7 

in the case of an election made pursuant to section 54-52-17.14 a lump sum, into the 8 

retirement fund from its funds appropriated for payroll and salary or any other funds 9 

available for these purposes. Any governmental unit failing to pay the contributions 10 

monthly, or in the case of an election made pursuant to section 54-52-17.14 a lump 11 

sum, is subject to a civil penalty of fifty dollars and, as interest, one percent of the 12 

amount due for each month of delay or fraction thereof after the payment became due. 13 

In lieu of assessing a civil penalty or one percent per month, or both, interest at the 14 

actuarial rate of return may be assessed for each month the contributions are 15 

delinquent. If contributions are paid within ninety days of the date they became due, 16 

penalty and interest to be paid on delinquent contributions may be waived. An employer 17 

is required to submit contributions for any past eligible employee who was employed 18 

after July 1, 1977, for which contributions were not made if the employee would have 19 

been eligible to become vested had the employee participated and if the employee 20 

elects to join the public employees retirement system. Employer contributions may not 21 

be assessed for eligible service that an employee has waived pursuant to subsection 1 22 

of section 54-52-05. The board shall report to each session of the legislative assembly 23 

the contributions necessary, as determined by the actuarial study, to maintain the fund's 24 

actuarial soundness.  25 

 26 
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SECTION 4.  AMENDMENT.  Section 54-52-06.1 of the North Dakota Century 1 

Code is amended and reenacted as follows: 2 

54-52-06.1. Contribution by supreme and district court judges - Employer 3 

contribution.  Each judge of the supreme or district court who is a member of the 4 

public employees retirement system must be assessed and required to pay monthly five 5 

percent of the judge's monthly salary. The assessment must be deducted and retained 6 

out of the judge's salary in equal monthly installments. The state shall contribute an 7 

amount equal to fourteen and fifty-two one-hundredths percent of the monthly salary of 8 

a supreme or district court judge who is a participating member of the system, which 9 

matching contribution must be paid from its funds appropriated for salary, or from any 10 

other funds available for such purposes. State contributions shall be increased by two 11 

percent of the monthly salary of a supreme or district court judge who is a participating 12 

member of the system beginning with the monthly reporting period of January, 2012, 13 

and shall be increased annually thereafter by an additional two percent, with the final 14 

increase taking place for the reporting period of January, 2015. If the judge's 15 

contribution is paid by the state under subsection 3 of section 54-52-05, the state shall 16 

contribute, in addition, an amount equal to the required judge's contribution.  17 

 18 

SECTION 5.  AMENDMENT.  Subsection 6 of section 54-52.6-02 of the North 19 

Dakota Century Code is amended and reenacted as follows: 20 

6. A participating member who becomes a temporary employee may still 21 

participate in the defined contribution retirement plan upon filing an 22 

election with the board within one hundred eighty days of transferring to 23 

temporary employee status. The participating member may not become a 24 

member of the defined benefit plan as a temporary employee. The 25 

temporary employee electing to participate in the defined contribution 26 

retirement plan shall pay monthly to the fund an amount equal to eight and 27 
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twelve-hundredths percent times the temporary employee's present 1 

monthly salary. The amount required to be paid by a temporary employee 2 

shall be increased by two percent times the temporary employee's present 3 

monthly salary beginning with the monthly reporting period of January, 4 

2012, and shall be increased annually thereafter by an additional two 5 

percent, with the final increase taking place for the reporting period of 6 

January, 2015. The temporary employee shall also pay the required 7 

monthly contribution to the retiree health benefit fund established under 8 

section 54-52.1-03.2. This contribution must be recorded as a member 9 

contribution pursuant to section 54-52.1-03.2. An employer may not pay 10 

the temporary employee's contributions. A temporary employee may 11 

continue to participate as a temporary employee until termination of 12 

employment or reclassification of the temporary employee as a permanent 13 

employee. 14 

    15 

SECTION 6.  AMENDMENT.  Section 54-52.6-09 of the North Dakota Century 16 

Code is amended and reenacted as follows: 17 

54-52.6-09. Contributions - Penalty. 18 

1.  Each participating member shall contribute monthly four percent of the 19 

monthly salary or wage paid to the participant, and this assessment must 20 

be deducted from the participant's salary in equal monthly installments 21 

commencing with the first month of participation in the defined contribution 22 

retirement plan established under this chapter.   23 

2.  The employer shall contribute an amount equal to four and twelve-24 

hundredths percent of the monthly salary or wage of a participating 25 

member. Employer contributions shall be increased by two percent of the 26 

monthly salary or wage of a participating member beginning with the 27 
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monthly reporting period of January, 2012, and shall be increased 1 

annually thereafter by an additional two percent, with the final increase 2 

taking place for the reporting period of January, 2015. If the employee's 3 

contribution is paid by the employer under subsection 3, the employer 4 

shall contribute, in addition, an amount equal to the required employee's 5 

contribution. The employer shall pay monthly such contribution into the 6 

participating member's account from its funds appropriated for payroll and 7 

salary or any other funds available for such purposes. If the employer fails 8 

to pay the contributions monthly, it is subject to a civil penalty of fifty 9 

dollars and, as interest, one percent of the amount due for each month of 10 

delay or fraction thereof after the payment became due. 11 

3.  Each employer, at its option, may pay the employee contributions required 12 

by this section for all compensation earned after December 31, 1999. The 13 

amount paid must be paid by the employer in lieu of contributions by the 14 

employee. If the employer decides not to pay the contributions, the 15 

amount that would have been paid will continue to be deducted from the 16 

employee's compensation. If contributions are paid by the employer, they 17 

must be treated as employer contributions in determining tax treatment 18 

under this code and the federal Internal Revenue Code. Contributions paid 19 

by the employer may not be included as gross income of the employee in 20 

determining tax treatment under this code and the federal Internal 21 

Revenue Code until they are distributed or made available. The employer 22 

shall pay these employee contributions from the same source of funds 23 

used in paying compensation to the employee. The employer shall pay 24 

these contributions by effecting an equal cash reduction in the gross 25 

salary of the employee or by an offset against future salary increases or 26 

by a combination of a reduction in gross salary and offset against future 27 
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salary increases. Employee contributions paid by the employer must be 1 

treated for the purposes of this chapter in the same manner and to the 2 

same extent as employee contributions made before the date on which 3 

employee contributions were assumed by the employer. An employer shall 4 

exercise its option under this subsection by December 1, 1999, and shall 5 

report its choice to the board in writing. The option chosen may not be 6 

revoked for the remainder of the biennium. Thereafter, the option choice 7 

must be forwarded to the board, in writing, by June fifteenth of each odd-8 

numbered year. 9 
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of North Dakota 
 
Introduced by 
 
 
 
A BILL for an Act to amend and reenact section 39-03.1-09, 39-03.1-10, 54-52-02.9, 54-1 

52-05, 54-52-06, 54-52-06.1, 54-52-06.3, subsection 6 of section 54-52.6-02, and 54-2 

52.6-09 of the North Dakota Century Code, relating to increased employer and 3 

employee contributions under the highway patrolmen’s retirement plan and public 4 

employees retirement system. 5 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 6 

SECTION 1.  AMENDMENT.  Section 39-03.1-09 of the North Dakota Century 7 

Code is amended and reenacted as follows: 8 

39-03.1-09. Payments by contributors - Employer payment of employee 9 

contribution. 10 

1.  Every member, except as provided in section 39-03.1-07, shall contribute 11 

into the fund ten and thirty-hundredths percent of the member's monthly 12 

salary, which sum must be deducted from the member's salary and 13 

credited to the member's account in the fund.  Member contributions shall 14 

be increased by one percent of the member's monthly salary beginning 15 

with the monthly reporting period of January, 2012, and shall be increased 16 

annually thereafter by an additional one percent, with the final increase 17 

taking place for the reporting period of January, 2015.  18 

2.  The state of North Dakota, at its option, may pay the member 19 

contributions required by subsection 1 for all compensation earned after 20 

June 30, 1983, and may pay the member contributions required to 21 

purchase service credit on a pretax basis pursuant to subsection 8 of 22 

section 39-03.1-08.2. The amount paid must be paid by the state in lieu of 23 

50/50 Employee/Employer Contribution  
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contributions by the member. A member may not receive the contributed 1 

amounts directly once the employer has elected to pay the member 2 

contributions. If the state decides not to pay the contributions, the amount 3 

that would have been paid will continue to be deducted from 4 

compensation. If contributions are paid by the state, they must be treated 5 

as employer contributions in determining tax treatment under this code 6 

and the federal Internal Revenue Code. If contributions are paid by the 7 

state, they must not be included as gross income of the member in 8 

determining tax treatment under this code and the Internal Revenue Code 9 

until they are distributed or made available. The state shall pay these 10 

member contributions from the same source of funds used in paying 11 

compensation to the members. The state shall pay these contributions by 12 

effecting an equal cash reduction in the gross salary of the employee or by 13 

an offset against future salary increases or by a combination of a 14 

reduction in gross salary and offset against future salary increases. If 15 

member contributions are paid by the state, they must be treated for the 16 

purposes of this chapter in the same manner and to the same extent as 17 

member contributions made prior to the date the contributions were 18 

assumed by the state. The option given employers by this subsection 19 

must be exercised in accordance with rules adopted by the board. 20 

3.  For compensation earned after August 1, 2009, all employee contributions 21 

required under subsection 1, and not otherwise paid under subsection 2, 22 

must be paid by the state in lieu of contributions by the member. All 23 

contributions paid by the state under this subsection must be treated as 24 

employer contributions in determining tax treatment under this code and 25 

the federal Internal Revenue Code. Contributions paid by the state under 26 

this subsection may not be included as gross income of the member in 27 
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determining tax treatment under this code and the Internal Revenue Code 1 

until the contributions are distributed or made available. Contributions paid 2 

by the state in accordance with this subsection must be treated for the 3 

purposes of this chapter in the same manner and to the same extent as 4 

member contributions made before the date the contributions were 5 

assumed by the state. The state shall pay these member contributions 6 

from the same source of funds used in paying compensation to the 7 

members. The state shall pay these contributions by effecting an equal 8 

cash reduction in the gross salary of the employee. The state shall 9 

continue making payments under this section unless otherwise specifically 10 

provided for under the agency's biennial appropriation or by law. 11 

 12 

SECTION 2. AMENDMENT. Section 39-03.1-10 of the North Dakota Century 13 

Code is amended and reenacted as follows: 14 

39-03.1-10. Contributions by the state. The state shall contribute to the fund a 15 

sum equal to sixteen and seventy-hundredths percent of the monthly salary or wage of 16 

a participating member. State contributions shall be increased by one percent of the 17 

monthly salary or wage of a participating member beginning with the monthly reporting 18 

period of January, 2012, and shall be increased annually thereafter by an additional one 19 

percent, with the final increase taking place for the reporting period of January, 2015. If 20 

the member's contribution is paid by the state under subsection 2 of section 39-03.1-09, 21 

the state shall contribute, in addition, an amount equal to the required member's 22 

contribution. The state shall pay the associated employer contribution for those 23 

members who elect to exercise their rights under subsection 3 of section 39-03.1-10.1.  24 

 25 

SECTION 3.  AMENDMENT.  Section 54-52-02.9 of the North Dakota Century 26 

Code is amended and reenacted as follows: 27 
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54-52-02.9. Participation by temporary employees. A temporary employee 1 

may elect, within one hundred eighty days of beginning employment, to participate in 2 

the public employees retirement system and receive credit for service after enrollment. 3 

The temporary employee shall pay monthly to the fund an amount equal to eight and 4 

twelve-hundredths percent times the temporary employee's present monthly salary. The 5 

amount required to be paid by a temporary employee shall be increased by two percent 6 

times the temporary employee's present monthly salary beginning with the monthly 7 

reporting period of January, 2012, and shall be increased annually thereafter by an 8 

additional two percent, with the final increase taking place for the reporting period of 9 

January, 2015.  The temporary employee shall also pay the required monthly 10 

contribution to the retiree health benefit fund established under section 54-52.1-03.2. 11 

This contribution must be recorded as a member contribution pursuant to section 54-12 

52.1-03.2. An employer may not pay the temporary employee's contributions. A 13 

temporary employee may continue to participate as a temporary employee in the public 14 

employees retirement system until termination of employment or reclassification of the 15 

temporary employee as a permanent employee. A temporary employee may not 16 

purchase any additional credit, including additional credit under section 54-52-17.4 or 17 

past service under section 54-52-02.6.  18 

 19 

SECTION 4.  AMENDMENT.  Section 54-52-05 of the North Dakota Century 20 

Code is amended and reenacted as follows: 21 

54-52-05. Membership and assessments - Employer payment of employee 22 

contributions. 23 

1.  Every eligible governmental unit employee concurring in the plan must so 24 

state in writing and all future eligible employees are participating 25 

members. An employee who was not enrolled in the retirement system 26 

when eligible to participate must be enrolled immediately upon notice of 27 
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the employee's eligibility, unless the employee waives in writing the 1 

employee's right to participate for the previous time of eligibility, to avoid 2 

contributing to the fund for past service. An employee who is eligible for 3 

normal retirement who accepts a retirement benefit under this chapter and 4 

who subsequently becomes employed with a participating employer other 5 

than the employer with which the employee was employed at the time the 6 

employee retired under this chapter may, before reenrolling in the 7 

retirement plan, elect to permanently waive future participation in the 8 

retirement plan and the retiree health program and maintain that 9 

employee's retirement status. An employee making this election is not 10 

required to make any future employee contributions to the public 11 

employees retirement system nor is the employee's employer required to 12 

make any further contributions on behalf of that employee. 13 

2.  Each member must be assessed and required to pay monthly four percent 14 

of the monthly salary or wage paid to the member, and such assessment 15 

must be deducted and retained out of such salary in equal monthly 16 

installments commencing with the first month of employment. Member 17 

contributions shall be increased by one percent of the monthly salary or 18 

wage paid to the member beginning with the monthly reporting period of 19 

January, 2012, and shall be increased annually thereafter by an additional 20 

one percent, with the final increase taking place for the reporting period of 21 

January, 2015. 22 

3.  Each employer, at its option, may pay all or a portion of the employee 23 

contributions required by subsection 2 and sections 54-52-06.1, 54-52-24 

06.2, 54-52-06.3, and 54-52-06.4 or the employee contributions required 25 

to purchase service credit on a pretax basis pursuant to subsection 5 of 26 

section 54-52-17.4. Employees may not receive the contributed amounts 27 
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directly once the employer has elected to pay the employee contributions. 1 

The amount paid must be paid by the employer in lieu of contributions by 2 

the employee. If the state determines not to pay the contributions, the 3 

amount that would have been paid must continue to be deducted from the 4 

employee's compensation. If contributions are paid by the employer, they 5 

must be treated as employer contributions in determining tax treatment 6 

under this code and the federal Internal Revenue Code. If contributions 7 

are paid by the employer, they may not be included as gross income of 8 

the employee in determining tax treatment under this code and the 9 

Internal Revenue Code until they are distributed or made available. The 10 

employer shall pay these employee contributions from the same source of 11 

funds used in paying compensation to the employee or from the levy 12 

authorized by subsection 5 of section 57-15-28.1. The employer shall pay 13 

these contributions by effecting an equal cash reduction in the gross 14 

salary of the employee or by an offset against future salary increases or 15 

by a contribution of a reduction in gross salary and offset against future 16 

salary increases. If employee contributions are paid by the employer, they 17 

must be treated for the purposes of this chapter in the same manner and 18 

to the same extent as employee contributions made prior to the date on 19 

which employee contributions were assumed by the employer. An 20 

employer exercising its option under this subsection shall report its choice 21 

to the board in writing. 22 

4.  For compensation earned after August 1, 2009, all employee contributions 23 

required under section 54-52-06.1 and the job service North Dakota 24 

retirement plan, and not otherwise paid under subsection 3, must be paid 25 

by the employer in lieu of contributions by the member. All contributions 26 

paid by the employer under this subsection must be treated as employer 27 
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contributions in determining tax treatment under this code and the Internal 1 

Revenue Code. Contributions paid by the employer under this subsection 2 

may not be included as gross income of the member in determining tax 3 

treatment under this code and the Internal Revenue Code until the 4 

contributions are distributed or made available. Contributions paid by the 5 

employer in accordance with this subsection must be treated for the 6 

purposes of this chapter in the same manner and to the same extent as 7 

member contributions made before the date the contributions were 8 

assumed by the employer. The employer shall pay these member 9 

contributions from the same source of funds used in paying compensation 10 

to the employee. The employer shall pay these contributions by effecting 11 

an equal cash reduction in the gross salary of the employee. The 12 

employer shall continue making payments under this section unless 13 

otherwise specifically provided for under the agency's biennial 14 

appropriation or by amendment to law.  15 

 16 

SECTION 5.  AMENDMENT.  Section 54-52-06 of the North Dakota Century 17 

Code is amended and reenacted as follows: 18 

54-52-06. Employer's contribution to retirement plan.  Each governmental 19 

unit shall contribute an amount equal to four and twelve-hundredths percent of the 20 

monthly salary or wage of a participating member. Governmental unit contributions shall 21 

be increased by one percent of the monthly salary or wage of a participating member 22 

beginning with the monthly reporting period of January, 2012, and shall be increased 23 

annually thereafter by an additional one percent, with the final increase taking place for 24 

the reporting period of January, 2015.  For those members who elect to exercise their 25 

rights under section 54-52-17.14, the employing governmental unit, or in the case of a 26 

member not presently under covered employment the most recent employing 27 
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governmental unit, shall pay the associated employer contribution. If the employee's 1 

contribution is paid by the governmental unit under subsection 3 of section 54-52-05, 2 

the employer unit shall contribute, in addition, an amount equal to the required 3 

employee's contribution. Each governmental unit shall pay the contribution monthly, or 4 

in the case of an election made pursuant to section 54-52-17.14 a lump sum, into the 5 

retirement fund from its funds appropriated for payroll and salary or any other funds 6 

available for these purposes. Any governmental unit failing to pay the contributions 7 

monthly, or in the case of an election made pursuant to section 54-52-17.14 a lump 8 

sum, is subject to a civil penalty of fifty dollars and, as interest, one percent of the 9 

amount due for each month of delay or fraction thereof after the payment became due. 10 

In lieu of assessing a civil penalty or one percent per month, or both, interest at the 11 

actuarial rate of return may be assessed for each month the contributions are 12 

delinquent. If contributions are paid within ninety days of the date they became due, 13 

penalty and interest to be paid on delinquent contributions may be waived. An employer 14 

is required to submit contributions for any past eligible employee who was employed 15 

after July 1, 1977, for which contributions were not made if the employee would have 16 

been eligible to become vested had the employee participated and if the employee 17 

elects to join the public employees retirement system. Employer contributions may not 18 

be assessed for eligible service that an employee has waived pursuant to subsection 1 19 

of section 54-52-05. The board shall report to each session of the legislative assembly 20 

the contributions necessary, as determined by the actuarial study, to maintain the fund's 21 

actuarial soundness.  22 

 23 

SECTION 6.  AMENDMENT. Section 54-52-06.1 of the North Dakota Century 24 

Code is amended and reenacted as follows: 25 

54-52-06.1. Contribution by supreme and district court judges - Employer 26 
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contribution.  Each judge of the supreme or district court who is a member of the 1 

public employees retirement system must be assessed and required to pay monthly five 2 

percent of the judge's monthly salary. Member contributions shall be increased by one 3 

percent of the judge's monthly salary beginning with the monthly reporting period of 4 

January, 2012, and shall be increased annually thereafter by an additional one percent, 5 

with the final increase taking place for the reporting period of January, 2015.  The 6 

assessment must be deducted and retained out of the judge's salary in equal monthly 7 

installments. The state shall contribute an amount equal to fourteen and fifty-two one-8 

hundredths percent of the monthly salary of a supreme or district court judge who is a 9 

participating member of the system, which matching contribution must be paid from its 10 

funds appropriated for salary, or from any other funds available for such purposes. State 11 

contributions shall be increased by one percent of the monthly salary of a supreme or 12 

district court judge who is a participating member of the system beginning with the 13 

monthly reporting period of January, 2012, and shall be increased annually thereafter by 14 

an additional one percent, with the final increase taking place for the reporting period of 15 

January, 2015.  If the judge's contribution is paid by the state under subsection 3 of 16 

section 54-52-05, the state shall contribute, in addition, an amount equal to the required 17 

judge's contribution.  18 

 19 

SECTION 7.  AMENDMENT. Section 54-52-06.3 of the North Dakota Century 20 

Code is amended and reenacted as follows: 21 

54-52-06.3. Contribution by peace officers and correctional officers 22 

employed by political subdivisions - Employer contribution.  Each peace officer or 23 

correctional officer employed by a political subdivision that enters into an agreement 24 

with the retirement board on behalf of its peace officers and correctional officers 25 

separately from its other employees and who is a member of the public employees 26 

retirement system is assessed and shall pay monthly four percent of the employee's 27 
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monthly salary. Peace officer or correctional officer contributions shall be increased by 1 

one-half of one percent of the member’s monthly salary beginning with the monthly 2 

reporting period of January, 2012, and shall be increased annually thereafter by an 3 

additional one-half of one percent, with the final increase taking place for the reporting 4 

period of January, 2015. The assessment must be deducted and retained out of the 5 

employee's salary in equal monthly installments. The peace officer's or correctional 6 

officer's employer shall contribute an amount determined by the board to be actuarially 7 

required to support the level of benefits specified in section 54-52-17. If the peace 8 

officer's or correctional officer's assessment is paid by the employer under subsection 3 9 

of section 54-52-05, the employer shall contribute, in addition, an amount equal to the 10 

required peace officer's or correctional officer's assessment. 11 

 12 

SECTION 8.  AMENDMENT.  Subsection 6 of section 54-52.6-02 of the North 13 

Dakota Century Code is amended and reenacted as follows: 14 

6. A participating member who becomes a temporary employee may still 15 

participate in the defined contribution retirement plan upon filing an 16 

election with the board within one hundred eighty days of transferring to 17 

temporary employee status. The participating member may not become a 18 

member of the defined benefit plan as a temporary employee. The 19 

temporary employee electing to participate in the defined contribution 20 

retirement plan shall pay monthly to the fund an amount equal to eight and 21 

twelve-hundredths percent times the temporary employee's present 22 

monthly salary. The amount required to be paid by a temporary employee 23 

shall be increased by two percent times the temporary employee's present 24 

monthly salary beginning with the monthly reporting period of January, 25 

2012, and shall be increased annually thereafter by an additional two 26 

percent, with the final increase taking place for the reporting period of 27 
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January, 2015.  The temporary employee shall also pay the required 1 

monthly contribution to the retiree health benefit fund established under 2 

section 54-52.1-03.2. This contribution must be recorded as a member 3 

contribution pursuant to section 54-52.1-03.2. An employer may not pay 4 

the temporary employee's contributions. A temporary employee may 5 

continue to participate as a temporary employee until termination of 6 

employment or reclassification of the temporary employee as a permanent 7 

employee. 8 

    9 

SECTION 9.  AMENDMENT.  Section 54-52.6-09 of the North Dakota Century 10 

Code is amended and reenacted as follows: 11 

54-52.6-09. Contributions - Penalty. 12 

1.  Each participating member shall contribute monthly four percent of the 13 

monthly salary or wage paid to the participant, and this assessment must 14 

be deducted from the participant's salary in equal monthly installments 15 

commencing with the first month of participation in the defined contribution 16 

retirement plan established under this chapter.  Participating member 17 

contributions shall be increased by one percent of the monthly salary or 18 

wage paid to the participant beginning with the monthly reporting period of 19 

January, 2012, and shall be increased annually thereafter by an additional 20 

one percent, with the final increase taking place for the reporting period of 21 

January, 2015. 22 

2.  The employer shall contribute an amount equal to four and twelve-23 

hundredths percent of the monthly salary or wage of a participating 24 

member. Employer contributions shall be increased by one percent of the 25 

monthly salary or wage of a participating member beginning with the 26 

monthly reporting period of January, 2012, and shall be increased 27 
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annually thereafter by an additional one percent, with the final increase 1 

taking place for the reporting period of January, 2015.  If the employee's 2 

contribution is paid by the employer under subsection 3, the employer 3 

shall contribute, in addition, an amount equal to the required employee's 4 

contribution. The employer shall pay monthly such contribution into the 5 

participating member's account from its funds appropriated for payroll and 6 

salary or any other funds available for such purposes. If the employer fails 7 

to pay the contributions monthly, it is subject to a civil penalty of fifty 8 

dollars and, as interest, one percent of the amount due for each month of 9 

delay or fraction thereof after the payment became due. 10 

3.  Each employer, at its option, may pay the employee contributions required 11 

by this section for all compensation earned after December 31, 1999. The 12 

amount paid must be paid by the employer in lieu of contributions by the 13 

employee. If the employer decides not to pay the contributions, the 14 

amount that would have been paid will continue to be deducted from the 15 

employee's compensation. If contributions are paid by the employer, they 16 

must be treated as employer contributions in determining tax treatment 17 

under this code and the federal Internal Revenue Code. Contributions paid 18 

by the employer may not be included as gross income of the employee in 19 

determining tax treatment under this code and the federal Internal 20 

Revenue Code until they are distributed or made available. The employer 21 

shall pay these employee contributions from the same source of funds 22 

used in paying compensation to the employee. The employer shall pay 23 

these contributions by effecting an equal cash reduction in the gross 24 

salary of the employee or by an offset against future salary increases or 25 

by a combination of a reduction in gross salary and offset against future 26 

salary increases. Employee contributions paid by the employer must be 27 
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treated for the purposes of this chapter in the same manner and to the 1 

same extent as employee contributions made before the date on which 2 

employee contributions were assumed by the employer. An employer shall 3 

exercise its option under this subsection by December 1, 1999, and shall 4 

report its choice to the board in writing. The option chosen may not be 5 

revoked for the remainder of the biennium. Thereafter, the option choice 6 

must be forwarded to the board, in writing, by June fifteenth of each odd-7 

numbered year. 8 
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TO:    PERS Board    
 
FROM:   Sparb     
 
DATE:   March 18, 2010 
 
SUBJECT:  Pre-Medicare Health Plan  
 
At the December meeting we discussed the possibility of allowing retired members to use 
the retiree health credit program credit for not only the PERS health insurance plan but also 
other non-PERS health products. In January we reviewed the cost of that change and 
modified the concept to allow only pre-Medicare retirees the opportunity to use the health 
credit for any plan.  In February we reviewed a memo from Segal assessing the cost of that 
change.  At that time it was decided to further modify the idea to offer pre-Medicare retirees 
one additional health plan option that would be eligible for the health credit.  Attached, for 
your review and information, is a memo from Segal discussing the concept and the cost 
affect on the retiree health credit program. The attached analysis determined the cost of this 
offering would be .02% of payroll, ½ the cost of the concept we reviewed in February.   
Please note that the attached memo states that the cost of the current plan is .94%, this 
assumes we adopt the experience study recommendations.  The cost of the current plan in 
the last valuation was 1%. 
 
If you decide to submit legislation to offer the above change, staff would need your guidance 
on two other issues: 
 

1.  Enrollment – Would the present enrollment process apply to this additional product?  
Presently a member can enroll upon termination or specific other life events. 

2.  GASB 45 OPEB liability – recently we completed a new evaluation of this liability for 
our present product.  The results showed a $53.7 million liability. To insure that this 
would not increase, should we have a statement in the proposed statute saying that 
any additional product offering should not increase this liability? 

 
Board Action Requested 
 
Approve/disapprove submitting a bill and if so, provide direction on the above questions.   

North Dakota 
Public Employees Retirement System  
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Bismarck, North Dakota 58502-1657 

Sparb Collins  
Executive Director  
(701) 328-3900 
1-800-803-7377 
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March 17, 2010 

Mr. Sparb Collins 
Executive Director 
North Dakota Public Employees Retirement System 
P.O. Box 1657 
Bismarck, ND 58502 
 
Re: Cost Analysis of Potential Retiree Health Credit Changes 
 
Dear Sparb: 
 
In our letter dated February 16, 2010, we calculated the effect of extending eligibility for the 
credit that is paid from the Retiree Health Insurance Credit Fund to all pre-Medicare retirees for 
use with any retiree health coverage. That calculation was made using the participant data and 
actuarial assumptions on which the July 1, 2009 valuation was based. In this letter we have 
recalculated the cost of the same change based on the assumptions proposed in our Actuarial 
Experience Study also dated February 16, 2010. 
 
In addition to the above proposed change we have also calculated the effect of a second proposed 
change. The second proposal would allow pre-medicare retirees the option to select a second 
health coverage option (like a high deductible health plan) rather than the PERS Group Health 
Insurance Plan and still qualify for the Retiree Health Credit. 
 
The first proposed change was valued as it was in our earlier letter, namely that everyone not 
assumed to elect the PERS Group Health Insurance Plan would be assumed to be eligible for the 
Retiree Health Credit until they become eligible for Medicare (totally and permanently disabled 
or age 65). The resulting cost increase is approximately 0.04% of pay. 
 
Since the second proposed change would result in a smaller number of pre-Medicare eligible 
participants receiving the benefit than the first proposed change, the cost increase would be no 
more than the cost of the first proposed change. Based upon the assumptions and methods used 
in the previous analysis, the cost of the second proposed change would be less than 0.04% of 
pay. 
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The actual cost would be affected by the number of participants electing participation in the new 
plan, as well as the demographic makeup of those that elect it. According to information 
provided by PERS, the percentage of pre-Medicare retirees with PERS group health coverage 
has been declining. As recently as 2006, 70% of PERS retirees were covered, but that percentage 
has declined to 57% in 2009. If we assume that approximately one-half of non-covered 
participants elect the new plan, the associated cost increase would be approximately one-half of 
the cost increase for the first proposed change, or approximately 0.02% of pay. 
 
The participation rate assumptions for the valuation and the experience study are summarized 
below. 
 

Years of Service 
at Retirement 

Current 
Participation Rate 

July 1, 2009 
Valuation 

Proposed 
Participation 

Rate 
February 2010 

Experience Study 

3 – 4 25.00% 30.00% 
5 – 9 50.00 50.00 

10 – 14 70.00 65.00 
15 – 19 80.00 80.00 
20 – 24 95.00 85.00 

25+ 100.00 95.00 
 
The actuarial contribution requirements are shown below as a percentage of payroll: 
 

Plan Provision 
Current 

Plan 
Proposal 

1 
Proposal 

2 

Normal Cost 0.44% 0.46% 0.45% 

Amortization Cost 0.50% 0.52% 0.51% 

Total Cost 0.94% 0.98% 0.96% 
 
These cost estimates are based on the July 1, 2009 actuarial valuation results for the Retiree 
Health Insurance Credit Fund, including the participant data. The actuarial assumptions used are 
from the actuarial experience study unless otherwise noted. Calculations were completed under 
the supervision of John Monroe, ASA, MAAA, Enrolled Actuary. 
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Please call if you have any questions or comments. 
 
Sincerely, 

 
Brad Ramirez, FSA, MAAA, EA 
Consulting Actuary 
 
KS/ 
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DATE:  February 16, 2010 
 
TO:   NDPERS Board 
 
FROM:  Jamie 
 
SUBJECT:  2009 Audit Report Presentation 
 
 
Included in last month’s Board book was the 2009 audit report for the PERS agency. 
Please bring this report with you to the Board meeting (will have a few available at the 
meeting).  
 
John Mongeon and Patrick Brown from Brady Martz & Associates will be at the Board 
meeting to review the report with you and answer any questions you may have.  This 
report was reviewed by the Audit Committee at its November meeting. 



 
 
 
 
 

FAX: (701) 328-3920  ●    EMAIL: NDPERS-info@nd.gov ●  www.nd.gov/ndpers 
 
 
 
 
 
 
 
 
 
TO:    NDPERS Board    
 
FROM:   Kathy     
 
DATE:   March 8, 2010  
 
SUBJECT:  Provider Training Compliance Update 
 
 
At the February meeting, the Board was informed that Chase, Symetra, and The Hartford were out 
of compliance with our training requirements. Each of the providers had been sent a letter informing 
them of what actions they must take to bring their companies back in to compliance. As directed by 
the Board, a second notice was send to The Hartford by certified mail on February 25th informing 
them the Board had reviewed the situation and was considering action to implement a “loss of active 
provider status” suspension. The Hartford has since contacted us to verify its intent to remain an 
active provider in our plan and to take the action necessary to comply with our training requirements 
as follows: 
 

• Directed us to remove three agents that have no clients enrolled, and  
• Sent letters to the remaining 12 notifying them that they are suspended and are prohibited 

from enrolling any new participants until they meet our mandatory training requirements.   
 

The above actions are consistent with the provisions of Section II-A of the Provider Administrative 
Agreement; therefore, The Hartford has met our requirements and is in compliance.  
 
Because Chase and Symetra are already on a ‘loss of active provider status” suspension, the Board 
requested staff to review the applicable rules and update the Board at the March meeting regarding 
our actions.  Chase and Symetra were sent certified letters on March 8, 2010 notifying them that the 
Board has reviewed the situation and does have the option to impose a “loss of provider status” 
which means they could no longer receive any contributions from existing members.  We requested 
both companies to respond as to what specific implications this action would have on their existing 
participants and provide any other information they felt the Board should consider in making its 
determination. The deadline for response is March 31, 2010.  Staff will provide an update at the April 
Board meeting. 
 
 
 

North Dakota 
Public Employees Retirement System  
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TO:    PERS Board    
 
FROM:   Sparb     
 
DATE:   March 18, 2010 
 
SUBJECT:  Investment Update  
 
 
At the PERS planning meeting it was decided that each quarter the Investment Committee 
would report on the actions of the SIB.  A part of this discussion the following points were 
identified: 
 

 Implications for PERS Costs 
◦ Will the action increase or decrease our costs 

 Implications for Plan Risk 
◦ Will the action increase or decrease our risk 

 Implications for Return 
◦ How will the action increase possible returns  

 
Also discussed at the planning meeting was a discussion of the fiduciary due diligence 
process. 
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TO:    PERS Board    
 
FROM:   Sparb Collins     
 
DATE:   March 17, 2010 
 
SUBJECT:  Segal Follow-up 
 
 
At the last meeting several questions were asked of Segal that they needed to follow-up on 
and attached is their responses.   
 
Attachment #1 responds to the question relating to what the actuary effect would be if PERS 
was to reduce the interest on member accounts from 7.5% (it is presently set in rules as ½% 
less than our actuarial rate of return) to 4%. 
 
Attachment #2 is a memo from Segal relating to the amortization method used by PERS 
and possible options.  Segal will discuss this in more detail at the April meeting.    
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VIA EMAIL AND USPS  
 

March 17, 2010 
 
Mr. Sparb Collins 
Executive Director 
North Dakota Public Employees Retirement System 
P.O. Box 1657 
Bismarck, ND  58502 
 
Re:  North Dakota Public Employees Retirement System  
 Amortization Policy Review 

Dear Sparb: 

In this letter, we have summarized the amortization policy of North Dakota PERS. We have 
also included a discussion of several alternative policies that may be considered by the Board 
for future actuarial valuations. Numerical examples are provided at the end of the letter and 
refer to the Main System unless noted. 

The amortization policy determines the length of time and the structure of the payments for the 
contributions required to systemically pay off the Plan’s Unfunded Actuarial Accrued Liability 
(UAAL). For governmental or public defined benefit plans, like NDPERS, there are no 
specific external funding or funding policy requirements such as those established for single 
employer (corporate) and multiemployer (Taft-Hartley) defined benefit pension plans under 
the Employee Retirement Income Security Act (ERISA) and the Internal Revenue Code (IRC). 
The accounting standards promulgated by the Governmental Accounting Standards Board 
(GASB) define an Annual Required Contribution (ARC) that, despite its name, is actually the 
amount of expense that the employer must recognize each year. Also, the GASB accounting 
standards provide considerable policy latitude when determining the ARC. 

Even though this leaves governmental or public plans relatively free to set funding policy, it is 
worth noting that all long term funding policy structures – corporate, multiemployer and 
GASB – take the same form, at least for underfunded plans (plans with a UAAL): 

1. Contribute the Normal Cost for the year, and 
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2. Contribute an additional amount that will fully fund (“amortize”) any UAAL over a 
period of years. 

Implicit in this form of policy is a funding target of 100 percent, since at the end of the 
amortization period the plan will be fully funded provided contributions are made equal to the 
actuarially required contribution rate. This is in contrast to “corridor” methods that allow 
contributions equal to only the Normal Cost as long as the plan is within, for example, 
5 percent of being fully funded. The funding policy discussed here is based on the UAAL 
amortization method because it is well established for all types of pension plans as it targets 
100 percent funding of the AAL. 

Note that, for the UAAL, longer amortization periods result in lower current contributions and 
a longer period before the contribution reverts to the Normal Cost. Longer periods also 
produce lower contribution volatility. Shorter amortization periods get to full funding more 
rapidly but at the price of higher current contributions and higher contribution volatility.  

AMORTIZATION POLICY 

Amortization Policy: Selection of Amortization Structure and Methods 

Setting an amortization policy involves a few choices in addition to selecting the amortization 
periods. Here is a brief description of the alternatives, followed by the current NDPERS policy 
and some possible modifications that may be considered by the Board. 

 Single amortization layer for the entire UAAL or surplus, or separate amortization layers 
for each source of UAAL or surplus. 

 Closed (fixed) period amortization or open (rolling) period amortization.  

 Level dollar or level percent of pay amortization payments.  

The current NDPERS policy uses a single, 20-year, open amortization period for the total 
UAAL.  
 
Level Dollar vs. Level Percent of Pay Amortization 

The amortization payments may be patterned in one of two ways: as a level dollar amount or 
as a level percentage of pay. The ERISA/IRC rules for corporate and multiemployer plans 
require level dollar amortization, similar to a typical home mortgage. However, the 
overwhelming majority of public plans use level percent of pay amortization where the 
payments increase each year in proportion to the assumed payroll growth. That means they 
start lower than the corresponding level dollar payments, but then increase until they are 
higher. 

The level dollar method is more conservative in that it funds the UAAL faster in the early 
years. For the same reason it also incurs less interest cost over the amortization period.  
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The current NDPERS policy uses level percentage of pay amortization. Using level percent of 
pay payments for amortization is consistent with the Normal Cost (which for pay related plans 
is always determined as a percentage of pay) and provides a total cost that remains level as a 
percentage of pay. In contrast, level dollar amortization of UAAL will produce a total cost that 
decreases as a percentage of pay over the amortization period. 

Negative Amortization 

Unlike a level dollar amortization, under level percent of pay amortization the UAAL may 
increase during the early years of the amortization period even though contributions are being 
made to amortize the UAAL. This happens because with level percent of pay amortization, the 
lower early payments can actually be less than the annual interest on the outstanding balance, 
so that the outstanding balance increases instead of decreases. For typical public plan 
assumptions (including NDPERS), this happens whenever the amortization period is longer 
than about 17 years. This means that the outstanding balance of the UAAL does not decrease 
until there are 17 or fewer years left in the amortization period. It also means that the 
outstanding balance will not fall below the original amount until some years after that time. 

Attachment 2 shows this effect for a sample UAAL layer of $404 million under various level 
percent of pay amortization periods. While there is nothing inherently wrong with negative 
amortization, the Board should be aware of its consequences, especially for amortization 
periods substantially longer than 17 years. 

Selection of Amortization Periods 

The UAAL amortization periods for public plans typically range from 15 to 30 years, with 30 
years being the maximum allowable period under the GASB accounting standards. The length 
of the amortization period should not be set so short that it creates too much volatility in the 
contributions yet it should not be so long that it contributes a shift of cost to future funding 
sources. 

In the past some plans used an amortization period of 30 years; however, recent actuarial 
practice has evolved to use a shorter period. Some of the arguments for using a period less than 
30 years include:  

 Matching the amortization period to the average future working lifetime of the active 
members 

 Matching the amortization period to the average life expectancy of the retired members 

 Considering any special circumstances that may apply to a specific benefit improvement 

The first two considerations would usually lead to at most a 15- to 20-year amortization period.  

Improvements covered by the last consideration would include things like an early retirement 
window. The cost of the enhanced retirement benefit is offset by savings in salary. The salary 
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savings are realized over a short period of time, that is, the time until the member would have 
retired without the window, so it stands to reason that the cost should be amortized an equally 
short period of time. That could be as short as five years. 

Plans that amortize the UAAL in layers by source sometimes use different amortization 
periods for different sources of UAAL. Generally such plans amortize actuarial gains or losses 
over shorter periods (15 to 20 years or less) and UAAL changes due to assumption or method 
changes and plan amendments over longer periods (often the 30-year GASB limit).  

NDPERS currently uses a 20 year amortization period regardless of the source of the change in 
UAAL. 

Open Versus Closed Amortization Periods 

Using an open amortization period assists in managing contribution rate volatility by spreading 
the amortization payment of the UAAL over a non-decreasing amortization period. While 
GASB permits amortization periods up to 30 years, any open amortization period longer than 
about 17 years will result in permanent negative amortization. If the contributions were equal 
to the actuarially determined contribution rate, and if all actuarial assumptions were met, the 
UAAL would increase each year rather than be amortized. Therefore, it can be concluded that 
the use of the current 20-year open amortization period does not result in any amortization at 
all. 

Using a closed amortization period usually solves the problem of long-term negative 
amortization. However, note that under a 30-year amortization period, since the UAAL does 
not start to decrease until there are 17 years left in the amortization period, the UAAL actually 
increases for the first 13 years. Even though it starts to decrease after 13 years, it does not 
decrease below the initial UAAL balance until 23 years have elapsed. The UAAL is then 
actually amortized in the final 7 years of the 30-year amortization period. Ultimately, the 
practical problem with using a closed amortization period is that this method produces 
increasingly more volatile rates as the remaining amortization period becomes very short. 

A common alternative to these two methods is to use multiple amortization layers. One can 
think of multiple amortization layers as a hybrid between open and closed single layers. The 
method starts with one initial layer amortized over a closed period, but each year actuarial 
gains/losses, plan changes, or assumption changes create a new layer. Since each layer is 
closed, negative amortization is only temporary. Since new gains and losses are always 
amortized over the initial period for each layer, contribution rate volatility is managed. This 
method has the advantage of tracking separately each new portion of underfunding and 
identifying a date certain by which each will be funded. This is the structure required by the 
ERISA/IRC rules for corporate and multiemployer plans, and is increasingly common for 
public pension plans. No matter what amortization period the Board decides to adopt, we 
recommend that the layered approach be used. 
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Cost Impact 

It is not possible to quantify in advance the full future cost impact associated with adopting an 
alternative amortization method simply because the System’s future changes in UAAL are not 
yet identified. However, we can measure the effect that a change in the amortization period 
would have for the $404 million in UAAL that the Main System would have had as of July 1, 
2009 after reflecting proposed assumptions.  

For example, a change from the 20-year to the 30-year amortization period for the UAAL as of 
July 1, 2009 using the assumptions proposed by Segal in the experience study presented to the 
Board in February 2010 would have reduced the 4.11% payroll cost required to amortize the 
Main System’s $404 million UAAL to 3.16% of payroll. However, the 30-year amortization 
cost would be paid for 10 additional years beyond that of the 20-year amortization. The charts 
in Attachments #1 and #2 compare the annual UAAL payments and the outstanding balance of 
the UAAL for a sample UAAL of $404 million under different amortization periods. 

Please note that with the above alternatives, we are continuing to recommend that the Board 
maintain its current level percent of pay amortization.  
 
We look forward to discussing this with you and your Board. 
 
Sincerely, 

  
Brad Ramirez, FSA, MAAA, EA 
Consulting Actuary 
 
KS/ 
Enclosures 
 



 

5071831v1/01640.001  SEGAL  

Attachment #1 - Illustration of Payments Under Different Amortization Periods
(On $404 million UAAL as a Level Percent of Payroll)
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Attachment #2 - Illustration of Outstanding UAAL Balance Under Different Amortization Periods
(On $404 million UAAL as a Level Percent of Payroll)
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March 17, 2010 

Mr. Sparb Collins 
Executive Director 
North Dakota Public Employees Retirement System 
P.O. Box 1657 
Bismarck, ND 58502 
 
Re: Cost Analysis of Potential Change to Employee Contribution Crediting Rate 
 
Dear Sparb: 
 
Per your request, we have calculated the effect of prospectively reducing the interest rate 
credited to employee contribution account balances. Currently, North Dakota PERS credits 
member account balances with interest at 7.50% per annum compounded monthly. Under the 
proposal, the future crediting rate would be reduced to 4.00% per annum compounded monthly. 
We have assumed that this lower future crediting rate would apply to both statutory employee 
contributions and any employer contributions that are vested under the Portability Enhancement 
Provision (PEP). 
 
The table on the following page shows the impact of this potential change on the actuarial 
contributions requirement of the Main System. 
 
These cost estimates are based on the July 1, 2009 actuarial valuation results for North Dakota 
PERS, including the participant data and asset information as of that date. The actuarial 
assumptions used are from the actuarial experience study of February 2010. In particular, note 
that we have continued to use the proposed assumption for members assumed to contribute to a 
deferred compensation plan. Calculations were completed under the supervision of John Monroe, 
ASA, MAAA, Enrolled Actuary. 
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The employer actuarial contribution requirements for the Main System are shown below as a 
percentage of payroll: 
 

 

7.50% 
Crediting Rate 
(Current Plan) 

4.00% 
Crediting Rate Change 

Normal Cost 5.31% 5.13% (0.18%) 

UAAL Amortization* 4.11% 4.06% (0.05%) 

Total 9.42% 9.19% (0.23%) 

 * Amortized over 20 years as a level percent of payroll. 
 
Please call if you have any questions or comments. 
 
Sincerely, 

 
Brad Ramirez, FSA, MAAA, EA 
Consulting Actuary 
 
KS/ 
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TO:    PERS Board    
 
FROM:   Sparb Collins    
 
DATE:   March 17, 2010 
 
SUBJECT:  Preferred One 
 
 
At the last several meetings we have heard from Medica and Sanford about their health 
insurance related activities in North Dakota.  At this meeting we will hear from Preferred 
One.  They are a Minneapolis firm that is also active in North Dakota.  In attendance from 
Preferred One will be Mr. Mike Thielen, Senior Director of Sales and Business 
Development, and Ms. Darcee Weber, VP, Network Management.  In addition, Mr. Jim 
Kasper, a consultant to Preferred One, will also attend. 
 
Attached is their PowerPoint presentation they will review at the meeting.  
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PreferredOne ®

North Dakota Public Employees 
Retirement System

March 25, 2010



At Your Service
ABOUT PREFERREDONE…
PREFERREDONE  ADMINISTRATIVE SERVICES, LOCATED IN GOLDEN VALLEY, MINNESOTA 
IS A PHYSICIAN AND HOSPITAL JOINT VENTURE SPONSORED BY FAIRVIEW HEALTH 
SERVICES, NORTH MEMORIAL HEALTH CARE AND PREFERREDONE PHYSICIANS
ASSOCIATES (PREFERREDONES'S PHYSICIAN ORGANIZATION).  



© 2010 PreferredOne Administrative Services, Inc.

Introduced 1984

Provides network 
access and claims re-

pricing services to 
regional/national 
insurance carriers 

and third party 
administrators 

(TPAs)

Introduced 1995

Provides insured 
HMO products

for large and
small employer 

groups

Introduced 1997

Provides medical 
and dental claims 
administration for 
self-funded groups 

(including HRA, HSA 
qualified plans, FSA 

and COBRA)

Introduced 2005

Provides employer 
stop loss reinsurance 
and group/individual 

health insurance 
products

History



Network Coverage –Primary Care



Network Coverage –Specialty Care



Network Coverage –Hospitals
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© 2010 PreferredOne Administrative Services, Inc.

Membership

140,000

50,000

120,000

20,000

TOTAL MEMBERS: 330,000

PreferredOne PPO

PreferredOne Community 
Health Plan (PCHP)

PreferredOne Administrative 
Services (PAS)

PreferredOne Insurance 
Company (PIC)
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National Network

 AFMC (Arizona Foundation For 
Medical Care)

 AHA (American Healthcare 
Alliance)

 HealthEOS
 Interplan Health Group,

(a HealthSmart Network) 
 CenterCare
 Beech Street Corporation

 Texas True Choice
 First Health
 Devon Health Services

 IPN
 Ohio Health Choice
 Midlands Choice
 Multiplan / PHCS
 Cofinity
 Premier Dental Group
 Sagamore Health Network
 TLC Advantage L.L.C.
 VHN
 Valley Preferred
 USA Managed Care Organization
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Integrated Care 
Core Programs (Cost Control) Support Programs

• Quality Management:  Initiatives that 
focus on Population Health Management, 
Regulatory compliance, and Accreditations

• Medical Policy:  Development and 
maintenance of specific criteria for 
medical necessity and benefit 
interpretation

• Appeals:  Administration of the appeal 
process for denied medical benefits per 
plan specifics

• Claims Retro-review:  Post -utilization 
review of services  not previously pre-
certified or prior-authorized

• Reinsurance Management:  Ongoing 
review  and reporting of potential and 
existing high dollar utilization patterns to 
Underwriting and the various P1 
Reinsurers

• Utilization Management( UM):  Prior-
Authorizations, Pre-Certification (RX, 
Medical and Behavioral Health)

• Case Management ( CM):  Complex, 
ACUTE, situations i.e. Multiple Trauma, 
Cancer, Kidney Disease

• Disease Management (DM):  CHRONIC 
disease management for Diabetes, COPD, 
CHF, Asthma and CAD

• Treatment Decision Support (TDS):  
ACUTE, short-term, program steerage for 
LBP,  Maternity and future programs TBD

• Health & Wellness:  Programs focused on 
encouraging and maintaining healthy 
lifestyles at home and in the workplace

• Provider Focus = Member Focus =



Internet Resources

Employer Web Site
• Enrollment maintenance 
• (adds / terms)
• Funding reports (incl. HRA)
• Eligibility verification
• Deductible and out-of-pocket
• balances

Member Web Site
• Claims inquiry
• Deductible and 
• out-of-pocket status 
• Medical Cost Guide
• Medical Co$t Navigator
• Order ID card
• Benefit lookup
• Provider search



Consumer Education

healthw ise ® Knowledgebase:
▪ Health Topics
▪ Topics by Category
▪ Symptom Checker
▪ Decision Points
▪ Medical Tests
▪ Medications
▪ Interactive Tools
▪ Support Groups

Drug Interaction Checker:
▪ Create a personal drug list
▪ Check for drug to drug and drug to food interact

PreferredOne has partnered with healthw ise® to provide you with consumer health 
education content to help you make informed yet personal health decisions that are right 
for you – and at just the right time.



Costs Displayed

Select the clinics 
to be compared

Clinic comparison Pre-set services



Clinic comparison – Selected services

Condition 
Selected



Cost Guide – Reprice My Claim

Click and Compare
Claim cost at other
Network providers

Results:
Reprice

My $260 Claim
(Member Responsibility
$212.85 with contracted

discount)
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Wellness
Developing
Cultures 
of:

Learning

Group 
Motivation

Seasonal 
Topics

Action

Availability of 
Resources

Caring

Personal 
accountability

Maintaining

Awareness

Motivation
Benchmarking

Responsibility
Self 

Motivation



Product Enrollment Shift

No-deductible Low-deductible High-deductible

Low Deductible -
under $1,000

High Deductible -
$1000 and over

2001     2002    2003   2004      2005    2006     2007    2008    2009

7.5
70.3



Reporting



Key Differentiators

True Transparency
• Administrative Fees
• Provider Discounts
• Claims Data



 
 
 
 
 

FAX: (701) 328-3920  ●    EMAIL: NDPERS-info@nd.gov ●  www.nd.gov/ndpers 
 
 
 
 
 
 
 
TO:    PERS Board    
 
FROM:   Sparb Collins     
 
DATE:   March 17, 2010 
 
SUBJECT:  Health Care Reform 
 
 
I was asked to appear before the Industry, Business and Labor Committee on March 17 to 

discuss the implications of health care reform on PERS.  Attached, for your information and 

reference, is the handout I provided to the committee.    
 
 

North Dakota 
Public Employees Retirement System  
400 East Broadway, Suite 505 ● Box 1657 
Bismarck, North Dakota 58502-1657 

Sparb Collins  
Executive Director  
(701) 328-3900 
1-800-803-7377 
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PERS – Health Care Reform 
Reform 

Provision 
Subject Area  

(Kaiser Foundation) 
 PERS Observation PERS Implications 

1. Automatic 
Enrollment 

Require employers with more than 
200 employees to automatically 
enroll employees into health 
insurance plans offered by the 
employer. Employees may opt out 
of coverage.  

 

Would change our enrollment process 
and possible number enrolled. 

There are 14,682 State health contracts and 
another 473 duals where the spouse also 
works for the State.  This totals to 15,155 
and since there are 15,358 employees with 
basic life insurance that equates to 98.7% 
of the State employees on the NDPERS 
Health Plan.  The remaining 1.3% must have 
waived coverage.   
Based upon the above, it is unlikely that 
this provision will dramatically change the 
state enrollment.  However, political 
subdivisions premium payment policies 
vary and it could alter enrollment patterns 
for those entities.  

2. Plan Design Grandfather existing individual and 
group plans with respect to new 
benefit standards, but require these 
grandfathered plans to extend 
dependent coverage to age 26, 
prohibit rescissions of coverage, and 
strengthen appeals processes. 
Beginning in 2014, prohibit 
grandfathered plans from imposing 
annual or lifetime limits on 
coverage, including pre-existing 
condition exclusions, or 
discriminating in favor of highly 
compensated individuals. Beginning 
in 2018, require grandfathered 
plans to cover proven preventive 
services with no cost-sharing.  

1. PERS presently covers dependents 
until age 23 and to age 26 for full 
time students that are financially 
dependent.  This would broaden our 
coverage. 

2. We have a lifetime max of $2 million 
dollars.  This appears to eliminate this 
provision. 

3. Some of our wellness coverage is 
subject to plan sharing provisions.  
This could change for some.   

1.  This provision will increase our cost for 
adding these additional members to 
our family contracts. ($4-$6 pcpm)  

2. The NDPERS Health plan moved from a 
$1 million lifetime maximum to a $2 
million lifetime max at the start of the 
1997 biennium.  The projected cost at 
that time was $.35 per contract per 
month.  Note that after that first 
biennium the cost is actual claims 
experience (no adjustments for 
someone going over the max).  We 
currently have 5 members over $1 
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Reform 
Provision 

Subject Area  
(Kaiser Foundation) 

 PERS Observation PERS Implications 

 million and 3 of these are over $1.5 
million.  Two of these members are 
over $1.8 and will likely go over $2 
million sometime in the next 5 years.  
We have had two members go over the 
$2 million max.  Retaining these 
members will increase plan costs. ($.50 

pcpm) 

3. Presently our plan pays the first $200 of 
wellness related eliminating out of 
pocket cost on these services will 
increase plan costs. ($2-$4 pcpm) 

3. Pre-
Medicare 
Group 

Create a temporary reinsurance 
program for employers providing 
health insurance coverage to 
retirees over age 55 who are not 
eligible for Medicare. Program will 
reimburse employers or insurers for 
80% of retiree claims between 
$15,000 and $90,000. Payments 
from the reinsurance program will 
be used to lower the costs for 
enrollees in the employer plan. 
Appropriate $5 billion to finance the 
program. (Effective 90 days 
following enactment through 
January 1, 2014). 

PERS will need to follow this provision if 
implemented to determine any available 
opportunities for our plan. 

For the Non-Medicare members on the 
NDPERS Health Plan for the entire 2009 
year: 
 
90.5% had plan paid < $15,000 
 8.2% had costs $15,000 - $90,000 
And 1.3% had costs $90,000+ 
 
There was $1,659,000 paid in the $15,000 - 
$90,000 corridor 
 

4. “Cadillac 
Plan”  

Impose an excise tax on insurers of 
employer-sponsored health plans 
with aggregate values that exceed 
$10,200 for individual coverage and 
$27,500 for family coverage (these 
threshold values will be indexed to 
the consumer price index for urban 
consumers (CPI-U) plus one 
percentage point). The threshold 
amounts will be increased for retired 
individuals age 55 and older who 

PERS Premium – State is a flat rate per 
contract of $825.66, converted estimate 
is a single rate of $400.06 and family rate 
of $962.84. 
 
 
 

Should have no immediate affect on PERS 
or participating employers. 
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Reform 
Provision 

Subject Area  
(Kaiser Foundation) 

 PERS Observation PERS Implications 

are not eligible for Medicare and for 
employees engaged in high-risk 
professions by $1,350 for individual 
coverage and $3,000 for family 
coverage. The threshold amounts 
may be adjusted upwards if health 
care costs rise unexpectedly quickly 
prior to implementation of the tax in 
2018. In the 17 states with the 
highest health care costs, the 
threshold amount is increased by 
20% initially; this increase is 
subsequently reduced by half each 
year until it is phased out in 2015. 
Adjustments will also be made for 
firms with higher health care costs 
because of the age or gender of 
their workers. The tax is equal to 
40% of the value of the plan that 
exceeds the threshold amounts and 
is imposed on the issuer of the 
health insurance policy, which in the 
case of a self-insured plan is the 
plan administrator or, in some 
cases, the employer. The aggregate 
value of the health insurance plan 
includes reimbursements under a 
flexible spending account for 
medical expenses (health FSA) or 
health reimbursement arrangement 
(HRA), employer contributions to a 
health savings account (HSA), and 
coverage for supplementary health 
insurance coverage, excluding 
dental and vision coverage. 
(Effective January 1, 2018)  

 

 

5. Part D Provide a $250 rebate to Medicare 
beneficiaries who reach the Part D 
coverage gap in 2010 and 
eventually eliminate the Medicare 

Would reduce PERS Medicare retiree 
premiums 

Our present premium is $63.70 for Rx 
coverage (Part D).  The PERS coverage does 
not have a “doughnut hole” so our retirees 

ND (est) Fed
Single 4,800.72$    10,200.00$ 
Family 11,554.08$ 27,500.00$ 

*FSA, dental, vision, supp hlth
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Reform 
Provision 

Subject Area  
(Kaiser Foundation) 

 PERS Observation PERS Implications 

Part D coverage gap by phasing 
down the coinsurance to the 
January 1, 2010);standard 25% by 
2020 (Effective  

pay for this coverage in their premium.  
Additional federal funds to pay coverage in 
the “doughnut hole” will reduce the 
premium required from our retirees.   
($17 pcpm phased in over time) 

6. Flex – 
Annual limit 

Limit the amount of contributions to 
a flexible spending account for 
medical expenses to $2,500 per 
year increased annually by the cost 
of living adjustment. (Effective 
January 1, 2011)  

Presently $6,000 

 

505 out of the 2,786 2010 medical spending 
Flex comp members flexed over $2,500.  
This accounted for $653,070 of the 
$4,673,821 total (14%).  
 

7. Flex - Scope Exclude the costs for over-the-
counter drugs not prescribed by a 
doctor from being reimbursed 
through an HRA or health FSA and 
from being reimbursed on a tax-free 
basis through an HSA or Archer 
Medical Savings Account. (Effective 
January 1, 2011). 

Reduce scope of coverage Could encourage members to replace this 
loss by getting prescriptions and will likely 
reduce flex comp deferrals. 

 

Other Observations: 

• Annual Limits 

• Other Plan Design Provisions 

• Indirect Effects 

NDPERS Flexcomp Participation

$3,095 $3,118 $3,181 $3,242
$3,381 $3,414 $3,370

$3,502 $3,595
$3,727 $3,718

$1,053 $1,121 $1,191 $1,222
$1,315 $1,402 $1,450 $1,474 $1,536 $1,593

$1,677
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$1,000.0

$1,500.0

$2,000.0

$2,500.0

$3,000.0

$3,500.0

$4,000.0
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A
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FAX: (701) 328-3920  ●    EMAIL: NDPERS-info@nd.gov ●  www.nd.gov/ndpers 
 
 
 
 
 
 
 
TO:    PERS Board    
 
FROM:   Sparb     
 
DATE:   March 18, 2010 
 
SUBJECT:  BCBS 
 
 
At this meeting BCBS will review the following information with the Board: 
 

1. They will go over the quarterly report.  As mentioned at a previous meeting, BCBS 
has develop a quarterly report to review with the Board that will give you an 
update on financial trends in the plan, utilization and plan administration.   

2. Wellness Benefit.  In follow-up to a previous meeting, BCBS will review with the 
Board information on participation in the new wellness program and wellness 
benefits.  In addition, the new wellness coordinator will be at the meeting to 
introduce herself to the Board. 

3. Tobacco Cessation Program.  BCBS will review information on program 
participation and some issues on reporting. 

 
The above information will be handed out at the Board meeting.  
 
 

North Dakota 
Public Employees Retirement System  
400 East Broadway, Suite 505 ● Box 1657 
Bismarck, North Dakota 58502-1657 

Sparb Collins  
Executive Director  
(701) 328-3900 
1-800-803-7377 



 
 
 
 
 

FAX: (701) 328-3920  ●    EMAIL: NDPERS-info@nd.gov ●  www.nd.gov/ndpers 
 
 
 
 
 
 
 
TO:    PERS Board    
 
FROM:   Sparb     
 
DATE:   March 18, 2010 
 
SUBJECT:  BCBS Update 
 
 
Attached is a letter from Mr.  Von Ebers in follow-up to our recent discussion and letter 
relating to BCBS incentives.   
 
Also at that meeting we discussed with him how we may be able to improve communication 
between the BCBS Board and the PERS Board.  In response he has forwarded two ideas 
for your review and consideration: 
 

1. He indicated that he and the BCBS Board chair would welcome the opportunity to 
meet with you at a PERS board meeting.   

2. He also indicated that if we would desire a similar meeting for the PERS chair and 
Executive Director could take place with the BCBS Board at one of their meetings.   

 
He also indicated that he would be open to any other ideas the PERS Board would like to 
suggest. 
 
Board Action Requested 
 
Would the PERS Board like to pursue either of the above options or offer any other ideas for 
consideration?   
 
 

North Dakota 
Public Employees Retirement System  
400 East Broadway, Suite 505 ● Box 1657 
Bismarck, North Dakota 58502-1657 

Sparb Collins  
Executive Director  
(701) 328-3900 
1-800-803-7377 
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  Memo 
From:  Bryan T. Reinhardt 

To:  NDPERS Board 

Date:  3/19/2010 

Re:

Here are the quarterly health graphs through September, 2009.  The claims appear 
to be leveling off.  We were running over a 10% trend a year ago and that recently 
dropped to 7.5%.  It now appears the trend is almost flat.  Remember that BCBS 
increased the fee schedules about 5% on Jan 1, 2010 (overall about 4% when drug 
costs are included).  It will take a few more months to see how this affects the trend.   

  Quarterly Graphs 

The overall plan cost (excluding administration) is just under $250 per member per 
month.  The active employees are at about $300 and their dependents about $225.  
Notice the jump for the last three months on the graphs (7/09-9/09) for the retirees.  
Remember that starting 7/1/2009 the retiree plan has lower cost sharing than the 
prior plan.   

If you have any questions or need anymore information, I will be available at the 
board meeting. 

NDPERS 
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Memo 
From:  Bryan T. Reinhardt 

To:  NDPERS Board 

Date:  2/18/2009 

Re:

Each year we conduct a claims review to check the accuracy of BCBS claims processing.  
In February, I traveled to the BCBS corporate office in Fargo to review a sample of 100 
NDPERS claims.  A list of the claim specifications is attached.  Note that this is not a random 
sample of all claims, but a select sample from specific areas that we felt needed to be 
looked at.  I focused on claims incurred in the year 2009.  BCBS did a good job of having 
everything ready for me and having staff available to answer my questions and explain the 
claims payment process.  The 2009 BCBS audit resulted in fewer errors than the other 
recent reviews.  These findings are detailed below: 

  2009 BCBS Claims Review 

Review Findings: 

1. A WSI claim should have been denied with a duplicate code, but was processed as 
fully paid by WSI.  This was a coding error and resulted in no processing errors. 

2. A wrong code was used showing the amount paid by WSI as $0.  This was a coding 
error and resulted in no processing errors. 

3. A minimal rounding error ($.01) resulted in an incorrect deductible amount. 
4. A minimal discount rounding error ($.03) resulted in an incorrect payment. 
5. There is an $8 minimum allowed for prescription drugs.   

 
Four of the five mammograms, five of the five PAP tests, four of the five fecal occult tests, 
two of the five cholesterol tests, zero of the five blood sugar tests, five of the five PSA tests, 
and four of the HPV vaccine claims for Gardasil were paid at 100% under the screening 
benefits.  These tests are not covered in full under the wellness benefit unless there is a 
‘routine’ or ‘preventative’ diagnosis.  Note that before 7/1/09 if there was a ‘routine’ 
diagnosis, other tests were not covered at all.  If a member went to a doctor for an annual 
physical or some other service that was ‘not allowed’, they did not receive the benefits of any 
BCBS or NDPERS fee schedule or discounts.  This was true even if the provider was a PPO 
or EPO provider.    The new screening benefits effective 7/1/09 will also need the ‘routine’ or 
‘preventative’ diagnosis, but after the $200 allowance diagnostic procedures will be covered 
subject to member cost sharing.   
 
If you have any questions, I will be available at the Board meeting.   

NDPERS 



NDPERS 2009 Audit of 1/2009 – present BCBS Claims Processing 
 

 
1. Blue Cross PPO (3 claims) 
2. Blue Shield PPO (3 claims) 
3. Blue Shield EPO (3 claims) 
4. Blue Shield Copayment (1 claim) 
5. Blue Shield Chiropractic (3 claims) 
6. Blue Cross COB (5 claims) 
7. Blue Cross COB (2 with Medicare Member age 65+) 
8. Blue Cross COB (2 with Medicare Member age <65) 
9. Blue Cross COB (3 with Workers Compensation) 
10. Blue Shield COB (5 claims) 
11. Blue Shield COB (2 with Medicare) 
12. Blue Shield COB (3 with Workers Compensation) 
13. Blue Cross Supplemental Payments (1 claim) 
14. Blue Cross Psych (3 claims) 
15. Blue Shield Psych (3 claims) 
16. Blue Cross CDU (3 claims) 
17. Blue Shield CDU (3 claims) 
18. Blue Shield PAP (5 claims) 
19. Blue Shield Mammograms (5 claims) 
20. Blue Shield EPO Fecal Occult Test (5 claims) 
21. Blue Shield EPO Cholesterol Screening (5 claims) 
22. Blue Shield EPO Blood Sugar Testing (5 claims) 
23. Blue Shield EPO PSA Testing (5 claims) 
24. Blue Shield Service performed by a LRD (3 claims) 
25. Prescription Drug Formulary (2 claims) 
26. Prescription Drug Non-Formulary (2 claims) 
27. Prescription Drug for “Gardasil” (HPV drug) (5 claims) 
28. Prescription Drug Medicare Part-D claims (5 claims) 
27. Blue Cross Ambulance (1 claim) 
28. Blue Cross C-Sections (1 claim) 
29. Blue Shield Physical Therapy (1 claim) 
30. Blue Cross 'Denied Experimental' (2 claims) 
 
Total 100 Claims 
 



 

  Memo 
From:  Bryan T. Reinhardt 

To:  NDPERS Board 

CC:  Sparb, Kathy 

Date:  3/19/2010 

Re:

The following table shows the self-reported 2009 utilization from the NDPERS 
Employee Assistance Program (EAP) providers.  The overall EAP utilization rate is 
about 9%.  This is about the same rate as in prior years.   

  2009 EAP Utilization 

 

NDPERS Employee Assistance Program – 2008 
      
 NDPERS TOTAL Medcenter One Deer Oaks The Village St. Alexius 
      

Contracts 15424 1288 62 3238 10836  
Cases* 1353 104 3 405 841 
% 8.8% 8.1% 4.8% 12.5% 7.8% 

      
Sessions** 2072 104 16 1111 841 
% 13.4%  8.1% 25.8% 34.3% 7.8% 

      
Case Types:      
Psychiatric 517 27 0  106 384 
Family/Personal 574 38 8 156 372 
Work Problems  70 6 0 37 27 
Financial/Legal 73 1 0 59 13  
Drugs/Alcohol 35 4 0  11 20 
Other/Unknown 97  28 8 36 25   

      
* - Note that family members are also eligible for the EAP. 
** - Per Session information was not available from St. Alexius. 

 

If you have any questions or need anymore information, please contact me. 

NDPERS 



 
 
 
 
 

FAX: (701) 328-3920  ●    EMAIL: NDPERS-info@nd.gov ●  www.nd.gov/ndpers 
 
 
 
 
 
 
 
 
TO:    NDPERS Board    
 
FROM:   Kathy & Bryan      
 
DATE:   March 10, 2010   
 
SUBJECT:  PPO Participation/Discounts 
 
 
Annually, PERS requests BCBS to provide us with an update regarding the activity relative to 
additions to our PPO network.  In 2009, 544 professional pins were issued and 38 facilities and 23 
institutional providers were added to our directory.   
 
The total PPO discount for last year was $2.93 million.  The discount is only for the professional 
providers.  The following report from BCBS breaks down the discounts based on PPO utilization. 

 
$36,518,594 (PPO members) 
~ $11,924,573 (institutional) 
~ $18,506,396 (professional) of this PPO Discount = $1,616,876 
~ $ 6,087,625 (Rx drugs)  

We are available to answer any questions. 
 
 

  

North Dakota 
Public Employees Retirement System  
400 East Broadway, Suite 505 ● Box 1657 
Bismarck, North Dakota 58502-1657 

Sparb Collins  
Executive Director  
(701) 328-3900 
1-800-803-7377 
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TO:    PERS Board    
 
FROM:   Deb Knudsen     
 
DATE:   March 17, 2010  
 
SUBJECT:  Update on IRS Letter Ruling Request 
 
We were recently contacted by the IRS with regard to the requested letter ruling that was 
submitted on behalf of the NDPERS Main System.  Attached is the information that was 
requested and also attached is the response that was provided.  Staff continues to work 
with the Segal Company and Aaron Webb on this endeavor and will continue to update you 
when there is new information.   
 
 

North Dakota 
Public Employees Retirement System  
400 East Broadway, Suite 505 ● Box 1657 
Bismarck, North Dakota 58502-1657 

Sparb Collins  
Executive Director  
(701) 328-3900 
1-800-803-7377 









 

 

March 17, 2010 

 

Madan Dua 
Internal Revenue Service 
EP Technical Groups 
SE:T:EP:RA:T1, 2, 3 & 4 
1750 Pennsylvania Avenue, N.W. 
Washington, DC 20006 
 
Re: North Dakota Public Employees Retirement System Hybrid Plan 
 EIN 450309764, Plan number 002 
 Form 5300 
 
Dear Mr. Dua: 
 
This letter is sent in response to your correspondence dated March 4, 2010 requesting additional 
information on the above referenced Plan in connection with a request for a favorable 
determination letter. 
 
In responding to your specific questions and/or requests for information, please note that we 
have attached the most recent version of the Plan’s governing statutes and administrative code 
sections.  These documents have the force and effect of law and serve as the formal Plan 
document.  Specific references to statutory provisions in our responses relate to the numbered 
sections of these attached documents. 
 
The information you requested, as well as our responses, are indicated below: 
 
1. Definition of Compensation that complies with sections 415 and 414(s) of the Code. 
 
North Dakota Century Code §54-52-28 incorporates the limitations of Code section 415 by 
reference, which includes the required definition of compensation under Code section 415(c)(3).  
The definition of compensation under Code section 414(s) merely references Code section 
415(c)(3), and therefore the Plan complies with that Code section as well.  In addition, the 
definition of “wages” and “salaries” in North Dakota Century Code §54-52-01, subsection 22, 
complies with Code sections 415 and 414(s) to the extent required. 
 
2. Limitations on contributions: (a) Does the plan define annual additions in accordance 

with IRC and regulations? (b) Does the plan utilize individual account features? See 
Code section 415(c)(1). (c) Does the Plan satisfy final 415 regulations published 
4/15/07?  If so, give reference to the Plan sections. 

 



(a) No, the Plan does not specifically define “annual additions” in its terms, but rather 
incorporates the rules and regulations of Code section 415 by reference in North Dakota 
Century Code §54-52-28, as noted above. 

(b) Yes, the Plan provides for a certain level of minimum benefits based on employee 
contributions to an account balance under certain circumstances.  See North Dakota 
Century Code §54-52-01, subsection 1 (definition of “account balance”) and North 
Dakota Century Code §54-52-17, subsections 6, 7 and 8.  These individual accounts 
satisfy Code section 415(c), as referenced in North Dakota Century Code §54-52-28. 

(c) Yes, via reference to Code section 415 rules and regulations in North Dakota Century 
Code §54-52-28.  The 415 regulations published 4/15/07 specifically permit qualified 
plans to incorporate Code section 415 provisions by reference (See Treas. Reg. section 
1.415(a)-1(d)). 

 
3. Plan must state that it intends to satisfy Code section 401(a) by meeting the requirements 

of section 414(d) of the Code. 
 
The Plan document indicates that the Plan will comply with applicable provisions for qualified 
plans, as such apply to governmental plans, in numerous provisions.  For example, North Dakota 
Century Code §54-52-28 states that the Plan will comply with applicable provisions of the Code 
under 401(a) and indicates that the Plan is a governmental plan.  In addition, the definitions of 
“eligible employee” (in North Dakota Century Code §54-52-01, subsections 4 and 5) and 
“employer” (in North Dakota Century Code §54-52-01, subsection 6) specifically state that the 
Plan is sponsored by governmental entities and covers public employees. 

4. Does the Plan prohibit the reversion of the trust funds’ or return of employer 
contributions except for those permitted by the Statute or Rev. Rul. 91-4? 

The Plan document provisions do not permit the reversion of Plan assets to the employer nor the 
return of employer contributions for any purpose.  In addition, North Dakota Century Code §54-
52-14.3 specifically states that Plan assets held in trust may be used and invested only for the 
exclusive benefit of members, retirees, and beneficiaries. 

5. If the plan provides for a retirement benefit which is payable in a form other than a 
straight life annuity, is the benefit adjusted to an actuarially equivalent straight life 
annuity for purposes of applying the limitation, using an interest assumption no less than 
the greater of 5.5 percent or the rate specified in the plan? 

The actuarial equivalence rules stated in item 5 apply only for purpose of limitations under Code 
section 415.  Those limitations are complied with in the Plan by reference to Code section 415 in 
North Dakota Century Code §54-52-28. 

6. If the plan provides for a retirement benefit which is payable in a form other than a 
straight life annuity, for optional forms subject to IRC section 417(e)(3), is the benefit 
adjusted to an actuarially equivalent straight life annuity that is equal to the greater of 
the equivalent annual benefit computed using he interest rate and mortality table 
specified in the plan and applicable mortality table under Rev. Rul. 2001-62. 



As a governmental plan, this Plan is not required to comply with the provisions of Code section 
417, and therefore does not have any optional forms subject to Code section 417(e)(3). 
Governmental plans are exempt from Code section 401(a)(11), including the related provisions 
of Code section 417, through the last sentence of Code section 401(a), which reads: “Paragraphs 
(11), (12), (13), (14), (15), (19) and (20) shall only apply in the case of a plan to which section 
411 (relating to minimum vesting standards) applies without regard to subsection (e)(2) of such 
section.” 

Governmental plans are exempt from Code section 411 through the language in Code section 
411(e)(1)(A), which reads:  “(1)  The provisions of this section (other than paragraph (2)) shall 
not apply to – (A)  A governmental plan (within the meaning of section 414(d)), … .” 

7. Does the Plan comply with limitations on contributions and limitations on benefits under 
section 415 of the Code? 

 
Yes, the Plan complies with limitations on contributions and benefits under Code section 415 via 
reference to this Code section in North Dakota Century Code §54-52-28.  Treas. Reg. section 
1.415(a)-1(d) specifically permits qualified plans to incorporate Code section 415 provisions by 
reference. 

8. If any employee made TEFRA transitional rule distribution elections, do the methods of 
distribution satisfy the requirements of section 401(a)(9) as in effect on December 31, 
1983, and also satisfy 401(a)(11) and 417? 

The Plan did not permit employees to make TEFRA elections under changes to federal law 
effective in 1983. 

9. If the plan includes an IRC section 401(h) account for retiree medical benefits, does the 
plan limit the amount of contributions to such account, when added to actual 
contributions for life insurance, to 25% of the total actual contributions made to the plan 
after the later of the adoption or effective date of section 401(h) arrangement? 

The Plan does not include any Code section 401(h) retiree medical accounts. 

10. Does the Plan satisfy the requirement of section 401(a)(17) of  the Code regarding 
compensation limit. 

Yes, the Plan satisfies the requirements of Code section 401(a)(17) compensation limitations via 
reference to this Code section in North Dakota Century Code §54-52-28. 

11. Distribution provisions before death and after death must satisfy section 401(a)(9) of the 
Code. 

North Dakota Century Code §54-52-28 incorporates the minimum distribution rules of Code 
section 401(a)(9) by reference.  Pursuant to Treas. Reg. section 1.401(a)(9)-1, Q&A-2(d), 
governmental plans are only required to comply with a reasonable and good faith interpretation 
of Code section 401(a)(9) for all years this section applies to the Plan. 

 

 



12. Does the Plan provide for definitely determinable benefits? 

Yes, the Plan provides for definitely determinable benefits as described in Treas. Reg. section 
1.401-1(b) since the written plan provisions generally describe who is eligible to participate in 
the Plan, how benefits become vested and how benefits are calculated without regard to 
employer discretion.  The Plan also does not contain any provisions that are specifically 
prohibited under these Regulations (e.g., benefits that are conditioned upon receipt of 
contributions). 

13. Does the Plan provide that it is maintained for the exclusive benefit of employees or their 
beneficiaries? 

Yes, North Dakota Century Code §54-52-14.3 specifically describes the exclusive benefit rules 
set forth in Code section 401(a)(2). 

14. Is the annual benefit to which any participant is entitled, during the limitation year, 
limited to $160,000 as adjusted for cost of living increases pursuant to section 415(d) of 
the Code? 

Yes, the Plan limits benefits in accordance with Code section 415 via reference in North Dakota 
Century Code §54-52-28. 

15. Please submit a plan material in an organized manner so that we can readily determine 
the applicable plan language or submit a restated plan document. 

As indicated above, we attached the most recent version of the Plan’s governing statutes and 
administrative code sections.  These documents have the force and effect of law and serve as the 
formal Plan document.  A version of these Plan documents was also submitted with our initial 
filing to the IRS. 

16. Please verify if the Plan has received a GUST determination letter.  If not, submit a copy 
of the GUST document(s). 

The Plan did not seek a determination letter prior to Cycle C, and therefore did not receive a 
GUST determination letter.  However, the GUST changes applicable to a qualified, defined 
benefit governmental plan under Code section 401(a)(9), 401(a)(31) and 415 were incorporated 
by reference in existing North Dakota Century Code §54-52-28.  This Plan document provision 
is updated for changes in the Code and other applicable federal laws at each biannual legislative 
session to the extent applicable.  The GUST changes for qualified military service under Code 
section 414(u) are included in the Plan provisions at North Dakota Century Code §54-52-17.14.   

17. Does the Plan has a private letter ruling on “pick up” provisions under section 414(h) of 
the Code? 

The Plan does not have a private letter ruling on pick up provisions under Code section 414(h) 
related to mandatory employee contributions described in North Dakota Century Code §§54-52-
05 through -06.4.  However, North Dakota Century Code §54-52-05, subsection 3 contains 
language satisfying the requirements for pick up contributions as set forth in Rev. Rul. 2006-43.  
In addition, the Plan received a private letter ruling on pick up contributions under Code section 



414(h) related to pre-tax contributions to purchase service credit in accordance with North 
Dakota Century Code §54-52-17.4, subsection 5. 

If our responses and Plan documents do not, in your opinion, satisfy the information needed for a 
favorable determination letter from the IRS, we would appreciate a description of any 
deficiencies noted by the Service and an additional opportunity to correct any such deficiencies 
before a final determination is made. 

If you would like to discuss any of our responses in greater detail, please do not hesitate to 
contact me. 

Sincerely, 

 

Aaron Webb 

 

Attachments 
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FAX: (701) 328-3920  ●    EMAIL: NDPERS-info@nd.gov ●  www.nd.gov/ndpers 
 
 
 
 
 
 
 
TO:    PERS Board    
 
FROM:   Sparb     
 
DATE:   March 17, 2010 
 
SUBJECT:  Board Meeting Schedule 
 
 
The 2010 Board meeting calendar includes a special meeting for Wednesday, April 7. This 
meeting will take no more than 4 hours. The next Board meeting is scheduled for Thursday, 
April 15.  
 
Please note that the Board meetings for April will be held at the ND Association of Counties 
and the WSI meeting room in Fargo.  
 
 

North Dakota 
Public Employees Retirement System  
400 East Broadway, Suite 505 ● Box 1657 
Bismarck, North Dakota 58502-1657 

Sparb Collins  
Executive Director  
(701) 328-3900 
1-800-803-7377 



 
 
 
 
 

FAX: (701) 328-3920  ●    EMAIL: NDPERS-info@nd.gov ●  www.nd.gov/ndpers 
 
 
 
 
 
 
 
TO:    PERS Board    
 
FROM:   Sparb     
 
DATE:   March 28, 2010 
 
SUBJECT:  Health  Bid 
 
  
Deloitte will be at the meeting to begin our discussion of our bid strategy for the health plan.  

Since this is a discussion of our strategy, I would suggest that the Board go into executive 

session for this part of the agenda pursuant to NDCC Section 44-04-19.1, Subsection 9, to 

discuss negotiating strategy for the health bid.  

 

This will start the first of two meetings discussing this topic. The next will be on April 7th.  At 

that point Deloitte will be looking to you for direction on what strategies to implement in our 

bid document. After our April meeting they will prepare the RFP for your approval and then it 

will be released.  

   

 
 

North Dakota 
Public Employees Retirement System  
400 East Broadway, Suite 505 ● Box 1657 
Bismarck, North Dakota 58502-1657 

Sparb Collins  
Executive Director  
(701) 328-3900 
1-800-803-7377 
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