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This is installment three of a series of edu-
cational updates that are intended to keep
you informed about the financial status of
the NDPERS retirement system. This
series addresses the current status and
future funding issues confronting the plan
since the downturn in the financial mar-
kets that resulted in a negative 24.5%
return for fiscal year ending June 30,
2009. This article will address the chal-
lenges we face as we assess the future
funded status of the retirement system, the
effect of various benefit reductions, the
options under consideration and the PERS
Board’s proposal to address the issue
through legislation.  

The graph on page 3 shows the funded
ratio of the system on the left ranging
from 0 to 100% and the bottom shows the
years going forward. The funded ratio is
the comparison of plan assets to the actu-
arial accrued value of assets. As an exam-
ple, if the plan assets are $10.00 and the
accrued value is $10.00, the plan would be
100% funded. If the plan assets are $5.00
and the accrued value is $10.00 the plan
would be 50% funded. The lines show
what the trend would be at various return
levels for the year ending June 30, 2010
and if we had 8% returns every year there-
after. At this time, we know that the return
for the fiscal year ending June 30 is
approximately 13.5%, which is closest to
the 16% return estimate. 

Starting in the upper left hand and select-
ing one of the assumed investment returns
listed on the right, you can see that the
funded status of the plan will deteriorate
over time. The challenge we face is how
to reverse this trend.

In addition, according to the results of our
recent experience study, two plan assump-
tions based on mortality and salary are
trending higher than assumed. The good
news is we are living longer and salaries
are rising at a higher rate than projected.
However, these two factors will result in
an increase in plan costs since we must
recognize that pension payments will be
paid out over a longer period of time, and,
because salary is one of the factors used to
calculate pension benefits, higher salaries
means a higher average salary, and thus a
higher benefit. This increase in assump-
tions will accelerate the downward trend.

A study of the Judges’, Highway Patrol,
Law Enforcement and Defined
Contribution plans indicate the same
challenges as those for the Main
Retirement System.

The Board focused on three areas to
address the funding status of the plans;
benefit reductions, investment returns, and
change in contribution rates. 

Benefit Reductions
The following benefit reductions were
modeled and the effects reviewed if they
were to be applied (1) prospectively, to
only new members joining the system
after a specific date, and (2) to all mem-
bers in the system as of a specific date: 

• Change Rule of 85 to Rule of 90
• Reduce multiplier from 2.0% to 1.9%
• Eliminate PEP
• Change crediting rate from 7.5% to 5.0%
• No more service purchases
• Increase vesting from 3 years to 5 years
• Eliminate retiree health credit (divert
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New Business
System to be

Launched
In October 2007, NDPERS began its
work on replacing our current business
system with a new system – PERSLink
– “Your Online Guide to Benefits
Administered by NDPERS.” Our new
system will include functionality for
each of the plans administered by
NDPERS and will include web-
enabled, self-service functionality for
members, retirees, beneficiaries and
employers. The new system is sched-
uled for implementation October 4,
2010.

One of the features of our new system
will be the ability to assign each mem-
ber a unique NDPERS Member ID.
This ID will be the primary identifier to
access your personal and confidential
information. As a member, all docu-
ments you receive from NDPERS in
the future will have this unique
Member ID. Later this month, you will
be receiving a letter from NDPERS
providing you with your NDPERS
Member ID.

You will be using your Member ID
for accessing your account via web
self-service, telephone, or written
communication. Web self-service will
be available in the first quarter of 2011.
You will be notified when this service
becomes available.

We have been told by other retirement
systems who have implemented a new
computer system to expect an initial
drop in our productivity as the
NDPERS staff becomes familiar with
how to do our work on the new system.
Once we have overcome that learning
curve, we feel confident that we will be
able to serve you more efficiently. We
ask for your patience during this
learning period.

Notice of Change in Billing Policy
If you are currently being direct billed
each month for your health premium,
changes in our billing system will be
occurring this fall that will affect you. 

Effective October 1, 2010, NDPERS will
be moving to a new computer system. The
new system provides us with more flexi-
bility which will result in a change to the
time of the month you will receive your
insurance bill and to the due date for your
premium. This will begin with your
October billing. Our policy for delinquent
accounts will also be changing and will
allow a 31-day grace period for premium
payment. If your premium is not received
within 31 days of the due date, your
policy will be cancelled. This change is
being implemented in order for NDPERS
to be consistent with the policy followed
by our insurance carriers. Here is what
you can expect.

Billing for October premium. According
to current practice, the billing for October
would be sent out the last week of
September with a premium due date of
October 15. We will be transitioning to
our new computer system at that time so
the billing will be generated from our new
system the first week of October, which
means you will receive the bill a little later
than usual. The new billing will have a
premium due date of October 1 rather than
October 15. You will need to pay your
premium prior to October 31, which is the
end of the 31-day grace period, to prevent
your policy from being cancelled. If we do
not receive your premium by the end of
October, you will receive a letter notifying
you that your coverage is being cancelled.

Billing for November premium. The
billing for your November premium will
be sent out the week of October 18, with a
premium due date of November 1. If your
premium is not paid by November 5, you
will receive a letter notifying you that
your premium must be received by the
end of November to prevent your policy
from being cancelled. All future billings
will generally follow this schedule.

To avoid having your insurance cancelled
because your premium payment is not
made within the grace period, NDPERS
does offer three alternate payment
methods. If you are receiving a pension
check from NDPERS, you may have your
premiums deducted from your monthly
pension check, if your pension check is
large enough. If you would like to use this
option, please make your request in
writing to the NDPERS office. If you are
receiving a pension check from NDTFFR,
you may also have your monthly premi-
ums deducted from your pension check.
To elect this option, you must complete a
Payroll Deduction Authorization SFN
19182. You may also set up your insur-
ance premiums to be deducted directly
from your bank account. If you elect this
option, your premium payment will auto-
matically be withdrawn from your bank
account on the 5th of each month. If you
are interested in this option, you must
complete an Authorization for Automatic
Premium Deduction SFN 50134. Both
forms are available on our website at
http://www.nd.gov/ndpers/forms-and-pub-
lications/forms-pubs-health.html or you
may call our office at 701-328-3900 or
800-803-7377.
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Individual Only $37.56 $39.82

Individual and Spouse $72.50 $76.88

Individual and Child(ren) $84.14 $89.22

Family $119.08 $127.04

Dental Plan Renewed for 2011
The NDPERS Board has approved the renewal of the group dental plan through
CIGNA. The renewal was for a 6% across the board increase in premiums. The
following are the new premiums that will be effective January 1, 2011:
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Normal Cost contributions to
pension plan) 

In both scenarios, the downward
trend was not reversed, the plan
was not stabilized, nor did it put the
plan on the path to a 100% funded
status.

We also modeled the following ben-
efit changes:
• Eliminate the Rule of 85.
• All members would work to age 65
to get full retirement benefits, and 
• Reduce benefits going forward by
25%. 

The above scenario would not reverse the
trend, but, when combined with the
previous list of benefit reductions, the plan
could be stabilized; however, only if these
changes were applied to all plan members.
The Board assessed the legal ramifications
of making such broad comprehensive
benefit changes. Our legal counsel
indicated that generally, the more compre-
hensive and dramatic the benefit changes,
the greater the legal considerations.

Investment Returns 
The potential of investment returns for
recovery was considered. It was projected
that it would require returns of 11% to
12% over a 20-year period to get back to a
100% funded status. Historically, since the
plan’s inception, returns have averaged
8 1/2%, therefore, investment returns
cannot be relied on to stabilize the plan. 

Contribution Rates
Increasing the contributions by various
percentages was also reviewed. The
results indicated that an increase of 8%
did affect the downward trend and would
return the plans to 100% funded status
over approximately 30 years.

Based on the outcome of the studies on
benefit reductions, investment returns and
contribution rates, the Board focused on
contributions as the option that would
meet all the objectives and put the plans
back on a positive course towards a 100%
funded status. 

In March, the Board submitted three bill
drafts to the Legislative Employee
Benefits Committee (LEBC) proposing an
8% increase in contributions and three
funding scenarios. The following is a
summary of these bills:

LC #51: An 8% increase in employee
contributions phased in over 4 years at
2% each year beginning in January of
2012 and ending in January of 2015. The
bill provides that the employee contribu-
tion increase would be pre-taxed pursuant
to section 404(h). 

LC #52: An 8% increase in employer con-
tributions phased in over 4 years at 2%
each year beginning in January of 2012
and ending in January of 2015.

LC #53: A 4% increase in employee con-
tributions and a 4% increase in employer
contributions phased in over 4 years with
a 1% increase for the employer and
employee beginning in January of 2012
and ending in January of 2015. Similar to
#51, the state employee contribution
increase would be pre-taxed pursuant to
section 404(h). 

The above bills have been submitted on
behalf of the Main, Judges, Highway
Patrol, and Defined Contribution retire-
ment systems. The Law Enforcement plan
has the same bill proposals; however, the
percent increase is for 4%. The bills can
be viewed in their entirety on our website
at www.nd.gov/ndpers under the Proposed
Legislation icon.

For further information, we have the
following video presentations available on
our website:

Retirement Plan Update Webcast
• Part One: The Challenge
• Part Two: The Considerations
• Part Three: Experience Study & 

Considerations
Proposed Legislation

We encourage you to view the webcasts
for a more detailed explanation of the
PERS retirement system funds. Each
presentation is approximately 15 minutes
in duration and requires Windows Media
Player.® This site will be updated as
additional information becomes available.

Lines on
key are
descending
(top to
bottom)
on graph.
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Board Selects BCBS
At its September meeting, the NDPERS Board selected Blue Cross Blue Shield
of North Dakota to continue to underwrite the Dakota and Dakota Retiree group
health insurance plans. The term of the contract will be from July 1, 2011
through June 30, 2013.
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New Vision Plan Carrier Chosen
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Earlier this year, NDPERS went out to bid for its voluntary vision plan.
We received bids from the following companies:

• Ameritas (incumbent)     • Avesis     • Superior Vision
At its September meeting, the NDPERS Board selected Superior Vision
as our new carrier. The Superior plan combines the features of a PPO
network and out-of-network benefit option. If you use in-network
providers, you will have a higher benefit. The following is a
comparison of the current premiums to the premiums that will be in
effect January 1, 2011 for the new Superior Vision plan:

Superior
Current 1/1/2011

Employee $  5.16 $  4.92
Employee + spouse $10.32 $  9.84
Employee plus child(ren) $  9.40 $  8.96
Employee + family $14.56 $13.88

If you are currently enrolled in the Ameritas vision plan, you will be
sent information about the Superior plan and the procedures required
to change your coverage to the new carrier. 

The NDPERS health insurance plan covers the cost
of a seasonal flu vaccine.

For active employees and non-Medicare retirees,
the administration and single dose of the vaccine is
covered under your benefit plan at 100% and the
deductible is waived. If an office visit is billed, it will
be subject to your office visit copay.

For the least out-of pocket expense, you can
receive your immunization through schools or com-
munity health centers who do not generally charge
for an office visit. If you go to a clinic, ask if you can
bypass an office visit and just be immunized.

Coverage under Medicare Part B:
Medicare Part B will pay 100% of the cost for a

single dose of the seasonal flu vaccine and its
administration.

For more information, visit the CDC website at
http://www.cdc.gov/flu/protect/keyfacts.htm or call
1-800-CDC-INFO (800-232-4636, TTY: (888)232-
6348, 24-hours a day, 7 days a week. For information
regarding coverage or claims processing, please
contact BCBS at (800)223-1704.

Flu Vaccine Coverage


