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RETIREMENT PLANS 

• DEFINED BENEFIT PLANS- 6 
- Main 
- fudges 
- Nationa1Guard 
- Law Enforcement 
- Highway Patrol 
- lob Service 

• DEFINED CONTRIBUTION PLANS- 2 
- 457 
- 401(a) 

• RETIREE HEALTH CREDIT 
• ADMINISTRATIVE SERVICES 

PRIOR JUDGES 
- JOB SERVICE RETIREE HEALTH CREDIT 
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Discussion 
• History 

• Background 

• Plan Descriptions and Status 

• Challenge & Recovery Plan 

• Legal Status 

• Other Considerations 



RETIREMENT SYSTEM 

HISTORY 

99356 Prepatod by tho Ncnth 04kctlleglslative Council 
suff fot tho Employee Be-nt-fits Programs 

Commltlsu Octobor1998 ·~ECEIVEI 

PUBLIC EMPLOYEES RETIREMENT PROGRAMS - HISTORY 
AUG 14 200 

NO PER 
This memorandum reviews the rationale for estab

ftshing a 'public employe61> retitQment plan, !he 
rea$011S for oonvertin9 lire plan trom a defined conlri
butitl<l pl&n to a derured benefit plan, chat19flS t/lat 
were· made In ihe defined conbibution plan t::etween 
1965 and wn, ancl benefit ennaneemenls added to 
the defined berrillit plan since 1977, The memo
randum t5. the result of a question raised 'by a member 
of In~ Employ&& Be.,efits Programs Committee at the 
commitlee'S FellruaJY 2. 1998, oom...Ottee meeting 
concerning D>e rationale for ctlSnglll;) from a money 
purehase or defined conbibutlon plan to a defined 
benefit plan ir; 1977. 

DEFiNED CONTRIBUTION RETIREMENT 
?LAN 1966-77 

The t 965 Legisla1Ne 'A5siimbly established a 
defined contribution or """"f purChase plan fQl' public 
employee$. Tllf!. Pul>lic EmplOyees Retitement 
System <:Qmme~ on July 1, 1966. This 'S)'$1em 
was established to provide a member witt> a krmp sum 
payment upon retirement.· · • · 

A$ ri<l!ed 1n .111110 Retirement ·Pof1\ll>ilj(y Study 
submlited 19 !he tegtsleUve ~our.cil's Employee Beno
fits Programs Cemmlllee by the Pubile Employees 
Reliremanl Syotem and Off.Ce of Management lllld 
Budgel a gener;JI cnoracleristic or a money purchase 
plan is that the "'1$\$ of p•rilciPi>ling emplOyer. and 
emplOyees ilre fixed. lhough indillldual ·bei'>lllit$ wrn 
vary. PUI$Ualll to the plan adoptr!<l by 111<! Legislative 
Assembly in 1965, hldlllldual retiramentaceounts were 
establiShed to real!ve employer and employee "'1ntrl
butlons. A partiCipating firll·tlrne employee contributed 
four percent of 1ilat p....,n•s base salary and iha 
employer contributed four percant of the employee's 
salaf)'. up to:a maximum of 5300. Theslf moneys 
were disttil!uled inio thrM :fundS-the employee r:I>Jttrf
butlon went Into the employee rum!, three dollars or 
every four C!Oil&rs t:he·emptoyer contributed v.-ent. into a 
vesting fund. and the retn;linlng one dollor went to the 
adrninlstraUv<J expellS<l and benefit fund. \f<hen an 
e-mployee teft state employment. for any reason, that 
person was entitled to rec~ive 100 percent of fhe 
amount co.,trii>utad from lhet pet$011'$ salary plus 
earnings en that amount In add!tlol'l, the employee 
couki re"..eiVe up to 100 percent of the omployer 
conl.<itlution in the vesting fund, plus a l"Jicenlaga of 
the interest thereon. ti the e:mp-k)yee- ~tired at age 65 
after ar.y IOflJllh of service. became permanently and 
totally disabled at eny age, or ole<! at eny age. If 1IHI 
employee lafl stale ~mploymenl voluntarily or 

lnvoluntanly for any reason. e><cept theee, .tile 
employee was entitled. to the total emplOyee conttlbu, 
bOn, the vested poRion of the employer aCCQuni, and 
earningS ~~er~on. Tire employee ge/ned a vested 
interest In !he vesting fund· based upon a vesling 
schedule beginning will1 20 percerit plus 20 perc'!Ot 
credited earnings after three years of service With full 
vesfing plus 100 pe"""t of cred~ed earn;ngs after 2.0 
yeacs of service. or 15 years of service after 1975. 
Wtthln tt.esa parametel$, tf;e. memt?¥• accumulated 
r£>tlreqtent money:~ were payable upon _terrninntion. If 
the ompJayee's account balam:e was signi!lcantfy 
large enoush to provide a ninimum or S100 pet month 
~nnuity' the employee was able to purchase an 
ennuity through .. vendor who was undec eontra~. wi~ 
the retirement board. . 

The Public Employees Retirement System was 
created by 1985 Senate Sill No. 164. Ti>e bUI provided 
that 1IH! Act wa• designed to provid& lor the general 
welfare of state employees. ano that the «ltiremenl 
1!YStem was de$lgned to provide for the payment of 
beneflla to slate etnP~oyees or to their baneflelarles 
thereby enabling 1IHI efl'lptoye.>$ to C<~te for tiH!m
selvos and thelt dependems. The biU. atlio stated that 
l.he tetlwnent p>.an wor.:ld Improve state employment. 
reduce excenlve pctsonnel tumOY'er. and cffer.career 
ernJ)Ioyrr.ent to highijrade men and women. 

14. th& Senate tndustty, Business and Lator 
C<J<nmitt"" h<>aring on the bill, the prime spo11sor testi
fied thai !he ~islatlon would give public employees 
an "opporturJiy to plan for their retirement and when 
they do <e1lr'e !hey woukl nave a sufficient amount of 
money to live and be a part Of their community and 
resWe In U>eit nome sod nO! have to go on welfare as 
so many of our older people do.;o M agency dirbetor 
noted that a retirement plan would reduce pen;onnel 
turnover "s slate employment ·h~ been a training 
9round for !hose people and tt>ey d<> not stay lOng' in 
our lilate and efther go to an outlying state or join tile 
government service." Finally, a representaUve or a 
prlvole pension company noted tilatlhc plan woUld be 
ot "great advantage to the stata from a flnancli\l point 
of view." 

In te•timony before the House tabor Comm~tea, 
pro~nants not-:d that the biU "awards ernpk>yees for 
tiH!ir Y~""' of setV!ce," "wltl attract and retain skH[ed 
empiOyeas: "atlr.lct t<>llel employees," "wiil help 
r.otain them in the state." "wiU aid to recruiting lralned 
personnel, • •tne Individual can contritlute to lhe retire
ment hnnselr,· and will provide .. lncentives so tne:se 
people Will stay a long time, • 



RETIREMENT SYSTEM 

NDPERS was 

created by the 

1965 Legislative 

Assembly. The 

Public 

Employees 

Retirement 

System 

commenced on 

July 1~ 1966 

• 1966 to 1977- NDPERS was 
first established as a Defined 
contribution plan 

• 1975- Legislature adopted a 
resolution to study PERS for 
the purpose of changing to a 
defined benefit plan . 

• 1977- PERS was changed to 
a defined benefit plan 

• 1999 _,optional defined 
contribution plan for non
classified state employees 
and DB plan was changed to 
a Hybrid design 





NDPERS Active Retirement Members 

September 2011 

DIVIDE BURKE RENVILL~ BOTTINEAU 

218 

ROLETTE \TOWNE~ CAVALIER PEMBINA 

79 

WILLIAMS 

702 

~ 
McKENZIE 

74 
34 

WARD 

224 1,280 

McLEAN 

344 51 
l 

McHENRY\ PIERCE 

162 110 I BENSON ' 

98 

SHERIDAN WELLS 

66 

RAMSEY I WALSH 

625 
508 

NELSON 

117 
EDDY 

204 

GRAND ~ FORKS 

1,857 

184 
DUNN 285 119 66 GRIGGS\STEELE\ TRAILL 

46 FOSTER 

107 
99 53 I 22 I 229 

icoLDErfBILLINGS 
VALLE 

~----~------~~------~ 
STUTSMAN 

OLIVER BARNES 

47 
25 5o I 35 

STARK 4,271 I 1,172 

LJ SLOPE 

8 

599 

HETTINGER 

68 

BOWMAN 

89 

I ADAMS.__ __ 

Out-of-State- 1,064 

Total- 21,043 
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50 
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50 I 119 
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20 50 121 

CASS 
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NDPERS Retirement Active Members 
(1\!lain, Judges, Guard, and Law Enforcement Systems) 

Year Ended June 30 
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DIVIDE BURKE 
32 . 7 

WILLIAMS 

NDPERS Main System Retirees 

September 2011 

RENVILLE .BOTTINEAU \ROLETTE TOWNER 

r~ 
18 86 58 7 

I I 

CAVALIER I PEMBINA 

26 80 

169 MOUNTRAIL McHENRY PIERCE RAMSEY WALSH 
WARD 

42 311 BENSON 166 271 
60 

~ 
407 

\ \ 
25 NELSON GRAND 

FORKS 
McKENZIE 

46 501 
McLEAN I SHERIDAt WELLS EDDY 45 19 89 33 

STEELE\ TRAILL DUNN 

['--~ 
10 GRIGGS 

FOSTER 
27 20 30 MERCER 18 62 

so I I GOLDEr BILLINGS YBURLEIG~ KIDDER STUTSMAN 
VALLE OLIVER BARNES CASS 6 

4 
1,405 5 

389 8 96 730 STARK MORTON 

225 277 

SLOPE 
1 

HETTINGER GRANT EMMONS LOGAN LAMOURE RANSOM R.ICHLAN 
6 27 

BOWMAN 

21 

Out-of-State- 939 

Total- 6,960 

ADAMS/_ 

14 

21 

~ 
25 

MciNTOSH 
16 \ 

34 71 
122 

DICKEY SARGENT 
47 10 \ 

-

\ 
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NDPERS Retiree Benefits 
(Main, Judges, Guard, and Law Enforcement Systems) 

Year Ended June 30 
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NDPERS Retirees 

Annual Benefits 2011 

DIVIDE BURKE RENVILLE BOTTINEAU l ROLETTE~OWNEF CAVALIER PEMBINA 

t---$
2
_
1
_
3
_'
9
_
3
_
1
_-J $36,322 ~ ~7'396 $801,150 1$564,534 $83,11 $307,268 $904,816 

WILLIAMS I I I I I 
MOUNTRAIL McHENRY I PIERCE RAMSEY WALSH 

$2027684 WARD ~,~~--~~ 
I I $260,337 r:;:,'Y BENSON $1,932,181 $21832,811 

I ~ / $
721

,
903 

$5,201,407 \ $ NELSON GRAND ~ 
~ ~ $~~~4 ffiR~ 

McKENZIE I $413,073 $615021027 
McLEAN SHERIDA~ WELLS EDDY 

$48~200 $ . 
DUNN · 127~79.: GRIGGS STEELE TRAILL 

~ ~966,859 $541881 $3221244 FOSTER ~">-
MERCER I $130,929 O;co'?J $123 281 \ $630 61 c 
$383 624 :y ~1,: I I 

k;oLDEr BILLINGS $268 615 
1 

BURLEIGH KIDDER STUTSMAN CASS 
I OLIVER BARNES 

VALLE 
. ( $1111591 $221836 

n~~ STARK MORTON $2511891250 $321889 $4,459,455 $11129191~ $
8 527 104 ~<:) I I 

s $2J921742 l $318651197 J 

j__J SLOPE HETTINGER GRANT EMMONS \ LOGAN LAMOURE RANSOM ~ICHLAN 

$37
1
691 $2491644 ~ $1801982 $229,736 $427,000 $1106 33 

BOWMAN ADAMS/ l $268,332 MciNTOSH DICKEY SARGENT ' I 

$190~082 $1581288 1 $160,702 $384,589 $89,151 \ 

Out-of-State- $10,4151064 

Total- $87J241967 



NDPERS Retirement Systems Assets 

Millions 
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Stock M.arket Returns by Calendar Year 

2011 Performance Perspective -
History of the U.S. Stock Market 
224 Years of Returns 

[' ;zo~1;,'l"(j•' • '• •" •w • • • • • • 
2007 

2005 

1Pil4 

1992 ~-
t007 ~-T•••.- .. -....... 
1Q84 201l6 
1!178 2004 

11l70 
19fl0 
1956 
lll.'\3 

:: k~;i-~. 
~~ 2003 •• •• 
111n 1m 

1t'48 Ul71 1998 

ll;i47 1968 1996 
11l3:l 1005 1983 

2000 1Q84 1004 1982 f,: ,':~ :_-- < -.,:. ~- ·,;_·::~--:t,::),~;_' {?>~~ .. ~):;\::~ -r:>,:-:'#';·- - :- ".?:>~:~: ::-·"-' :~_:: : :2ooa return: -~7~0%;-f 1900 1929 1959 1979 • 

:: :: :: ~: ./ >''*?'.:';;·' ,: ,/;;,;.~.:t_;~ : : <·;:;_.·:<·>-,':, :;+. -~ ·,·,-; >:; '.:·~:·:· ;'-: -~;- '-"' ::_ .. ··.'; :::. 

1969 1912 1921 1963 •• 

1006 IOU 1000 1001 i' 
1962 1906 1005 1955 •• 
11146 1002 11100 1951++ 
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111<10 18!15 1891 +t49 

1932 1804 18lY.> /1944 
1914 1892 ~~ 1943 
1913 1889 t!l12 1938 • 191() 1888 ."11l71 1925 
!BOO 1882.,.• 188!l 1924 
1887 1asl 1865 1922 • 1883 ~5 1ll51 1919 
IBn •*1874 1855 1918 
187i': !870 1845 1901 1997 

2001 ~~ 11!<17 1844 1898 11Xl5 

Hl73 +iS59 1888 1840 1897 1991 

1957 •• 1853 11!<14 1835 1885 1089 
1~ 1998 1851 1829 1880 1085 

Lt2a t837 t849 1824 1860 1960 
.. 11)()3 1831 1B4B 1823 1856 1075 

.,,/' ::: :~~ :: ~: ::: :~~ 
i!ID2. 1876 1819 1833 11318 1817 1929 

.•.191-4· 1858 1812 1827 1813 1809 1927 
... 1930 1842 1811 1826 1900 1800 1{l;15 11158 1004 

.-L 1917 1841 l7f17 1822 1903 1i99 1004 1935 llil33 
~ 1007 1839 1796 1816 1002 1798 1852 1908 1862 

IQ;31 1937 .1857 1838 1795 1815 1793 1794 1850 1879 1SOS 1843 
1807 1001 1854 1810 17ll2 1005 1791 11QO 1832 18S3 1804 1814 

I I I I I I I I I I I I I I 
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Callan Knowledge. Experience. Integrity. 2012 Capital Market Projections 
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RETIREMENT- MAIN- 2011 

Public Employees Retirement Plan 
Chapter 54-52, NDCC 

Employer Contribution: 4.12% 

Employee Contribution: 4.00% 

Total Retirement Contributions: 8.12% 

Vesting in Disability Benefit: 180 days· 

Vesting in Retirement Benefit: 36 months 

Normal Retirement: Age 65 or Rule of 85 

Benefit: FAS* o02*YOS 

20 



NDPERS Pensions In Force 
Monthly Benefit- July 1, 2011 

1800 I .. ........ 1 

1600 - -
1400 " 
1200 I ---

1000 -+--------

800 
600 
400 
200 
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<$200 $200- $400- $800- $1400- $2400+ 
$399 $799 $1399 $2399 

Main System, Judges, Guard, and Law Enforcement Plans 

21 



N
 

N
 

V
') 

LLI 
c ro 
--a... 
~
 

-1-J 
·-4-Q

J 

z 
c Q

) 

CCl 
-a 

LLI 
OJ 
c 

--1 
·-4-Q

) 
. --1 

0 
.............. 

<C 
c (1

j 
-0.... 

'U
 

:I: 
w

-
~
 

..n 
u 

>
 

:c 

LLI 
:I: 
1

-



,.., 
..;... 

E
 n 

:::::; 
'1:1 
ICo 

2 c 
L:0~-13 
~
-
B
 

n 
&

!'C
C

I 
n

.,.. 
"C

.,P
c
 

ICo 
1:'1 

'1:1~.,.:' 
c 

. 
.
!
~
;
'
 

'1:1~ 
.
.
 

.J
I(iiC

 
c 

J.ll 
c 

.m
_o;'C

I 
t .... 

(il 
:M 
::I 

g ;; 
'C

 
n 

..;;t 
c 
::; 

a ~ ~ " 
c ~ 

! 
!
F
~
 

I I I 

0 "' c f:1 "' n ~
 

~
 

c "' !J ~
 -' .,: -~ ~ c II 

i :1 

~ 

cY
) 

N
 



Our Challenge 

• To reverse the funding trend -

• To stabilize the funds 

• To establish a positive tre·nd going forward 

24 



Recovery Plan· 
Jan 2012 Jan 2013 Jan 2014 Jan 2015 

2% 2% 2% 2% 

··--~•n:w ... 
2% 

4% 

6% 

8% 

18/24 6/24 0/18 0/6 

Months increase effective for 2011-2013/ Months effective for 2013-2015 

0 • ::.-:'?:: -.y~{~·;l;·:-~l::t~~-;~;~!·~,!~~-~iMi~'J:!bt~Y~:~~~~~,~~~V~~:t*~M%~:&;~~~¥-:,\~,1~~~~::~:~-~-;~~W1~~~t-
2015 and beyond 100% effect1ve ;,•Jff?:i:iilJ~l1ltetfl~lft1Jtf.(J;I;&PJJf1ltllnf'J&}"GE8:tJ.l 
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Le 

Lll~em nt Bill Introduction Process 
Legislative Employee Benefits Committee 

Aprill +--- May through October November 

______.. -+ 

L. All bills must be submitted by Aprill before next session- proposed legislation submitted in March of 
2010 

~. Bill are sent for actuarial and technical review 

3. Hearings are held by the committee 

l. Committee votes to give bi ll : 

1. Favorable recommendation 

2. Unfavorable recommendation 

3. No recommendation 

Committee gave a Favorable recommendation to 4 year recovery plan with a shared 
responsibility . 26 





18 states increased 
pension contribution 
requirements ... 

for an current state 
emp!oyees who faH 
under a statewide 

· retirement pfan 

for some current 
state employees 

(,''~""'"""'-~-
~ I 
'~ ~: ( l: >II ~'0· 

"'""\,; ~--. 1 ~. 
lv., /;;;"'-•""'''' 'if!~::·~ .:~Af > q\ 

_.,..,.,., ... ? ,· 1,1"' 

12 states reduced the 
automatic cost-of-Hving 
adjustment on benefits ... 

for those already 
retired, and for a !I 
current employees 
who fall under a 
statewide· 
retirement plan 

for some current 
state employees 

...... ..._ 
,..,.'\. 1 

... ;; \ 
.J ! . ,o 
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PERS (Main System) 
Comparison of Funded Ratio 

(Actuarial Value of Assets to Actuarial Accrued Liability) 
Based on July 1, 2010 Data 

2020 2025 
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-senate Bi112108 

2040 
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Jan 2012 Jan 2013 Jan 2014 Jan 2015 

2% 2% 2% 2% 

~~~---~ ;a:x~-= I ... 
2% 

4% 

6% 

" • 
8% --·---

- -

18/24 6/24 0/18 0/6 

Months increase effective for 2011-2013/ Months effective for 2013-2015 

2015 and beyond 100% effective 

Considered next 
SeSSIOn 
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PERS (Main System) 
Comparison of Funded Ratio 

(Actuarial Value of Assets to Actuarial Accrued Liability) 
Based on July 1, 2010 Data 
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Valuation Date (7/1) 

2030 2035 2040 

4% contribution increase - has stopped downward trend and stabilized the plan 
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90% ~----------~----------------------------------------------------~ 

80% 1-----------------------------------------------------------~ 

~ 12011112 70% ~~ Investment Return 

0 60°/o 
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o::: 50°A "0 () 
<1) 
"0 
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North Dakota PERS - Main System 
Projected Funded Ratio- Actuarial Value of Assets to Actuarial Accrued Liability 

100% 

90% 

80% 

Actuarial Value of Assets to the Actuarial Accrued Liability 
Increase Contribution Rate an Additional 2.00% in 2014 and 2015 

(Market Return After FYE 2012 Always 8.0%) 

70% 2011/12 
Investment Return 

0 60% 
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. ~50% 
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§ 40% 
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30% 
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Valuation Date (7/1) 
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· Our Challenge 

• To reverse the funding trend 

• To stabilize the funds 

• To establish a positive trend going forward 

36 
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i ;,~'rih»n~ma ~~;/lliq,t.rnpt")·~·wllefirc~""'t ~)·stc,;, •· .·· DEFINED CONTRIBUTION PLAN 

PERS Defined 
Contribution 
Plan 

t~t, 
NORTH DAKOTA PUBLIC EMPLOYEES RETIREMENT SYSTEM 

EFFECTIVE AUGCf.ST 1, 2011 TO JULY 3'1, 201 J 
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Our Challenge 

• To -reverse the funding trend 

• To stabilize the funds 

• To establish a positive position going forward 
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Our Challenge 

• To reverse the funding trend 

• To stabilize the funds 

• To establish a positive position going 
forwarcl 
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$ 18,632,071 I $ 18,632,071 

132,243 132,243 1 $ 264,487 I $ 264,487 

170,395 170,395 1 $ 340,791 I $ 340,791 

373,890 373,890 1 $ 747,781 I $ 747,781 

Total 

General Fund 
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