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HB 1059

Sixty-third Legislative Assembly of North Dakota
In Regular Session Commencing Tuesday, January 8, 2013

SE BILL NC». 105
Gavemnment and Veterans Affalrs Commilitee)
[Atthe requestnf the Public Employees Retirement S;rsiern Board)

AM ACT %0 amend and reenact secions 5 1-03.1, 5 1-03.4, and 54-52.1-18 of 1he Morth
Dakola Cenfury Code, relating to withdrawal of a polltical subdivision from the uniform g
Insurance program, the definition of an eligible empoyee, payment of the cost of wIform group
Inswance premlums for temporary employees, and the health savings account optlon offered to
polltical subdivisions 3s par of the high-deductibie health plan altamative under he Lnform
group Insurance program.

BE IT ENACTED BY THE LEGISLATIVE A% SEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 54+ -03.1 of the North Dakota Century Code Is amended
and reenacted 3s Tollows:

54-52.1-03.1. Certaln politlcal subdivigions suthorzed fo joln unlform group Insurance
|program - Employsr contribution.

A palitical subdivision may extend the Denafis of e WM QrOUp INSUTENCS PROQIam undar tis
chapter to Its permanent employees, subject fo minimum reguirements establshed by the board and a
minimum period of paricipation of sbity Monihs. If the polfical subdivision withdraws from participation
In the mnm g:m Insurance pmnlam I:»eﬂxe nnrnpmmg ity momns af ;-al'ucuanl:-n l.u:llESE_‘[E:ﬂ.:ﬂ.

g LE. i Q4 X the F»Dmd
smﬂhl-slnn snal rnah: pa)rnent ta the board in an amount equal tn any expenses incured In the
uniform groug Insurance program that exceed Income recalved on behalf of the palitical subdivislon's
employees as defermined under rules adopted by the board. The Garmison Dlverslon Conservancy
Désnict, and district Reaitn units required 1o participate In the pubilc empOYyees retremant systam wnder
seciion 5 , shall participate In the uniform group Insurance program under the same terms and
conditions as state agencies. A ratiree who has acoepted a retiement allowance rom a participating
poltical subdivision’s retirement plan may elect to participats in the unforn group under this chagter
without mesting minimem requirsments 31 age shay-ve, WNen Me empioyes's $pouse reaches
308 sixfy-five, Upon the receipt of 3 benef, when the political subdivision Joins the URFoM groun
Insurance pian F the refiree was a member of the foimer plan, or when the spouse terminates
empilgymant. I 3 refiree of suniving spouse ©0es not 2lect 1o panicipate at he tmes specified In this
seciion, the redinee or surviving spouse must meet the minimum reguirements establlshed by the boand.
Each retirea of sUrviving spoaise shall pay directy to the board the premiums In affect for the cov
then being provkded. Tha board may require documentation that the refires has accapted a refirement
aliowance fam an elgible retirement pian other than e pualic employees retiremant system.

SECTION 2. AMENDMENT. Sectlon 54-52.1-03.4 of the North Dakota Centwy Code Is amended
and resnacied as follows:

54-52.1-03.4. Temporary employses and employsss on unpaid leave of abssnce.

A temporary empioyee employad before August 1, 2007, may ekect to participate in the uniform
group INSUrance program by completing the necessary emroiment forms and qualtying under the
medical un:lefunnng irements of the program. A temporary employee employed on of afier
August 1, . |5 oAly eligits to participate in the uniform grown INSUrance program If the employes Is
empln)'eﬂ a‘t Ix-_-ai bwenty howrs per week and at leas! twenty weeks each year of employment. A
1emporary employes first em ed after December 31, 2013, Is sliginle to participate In the uniform
OroLD INEUIANCE program only B the employee meets the Gefniion of 3 ful-ime empioyee under




FISCAL NOTE
Requested by Legislative Council

01/28/2013
Revised

Amendment to: HB 1058

H B 1 O 1 5 1 A. State fiscal effect: /denfify the state fiscal effect and the fiscal effect on agency appropriations compared fo funding

levels and appropriations anficipated under current law.

2011-2013 Biennium 2013-2013 Biennium 2013-2017 Biennium
General Fund Other Funds General Fund Other Funds General Fund Other Funds
$1.000.000 $1.000.000 $1.000.000

. County, city, school district and township fiscal effect: ldentify the fiscal effect on the approprnate polifical
subdivision.

. Bill and fiscal impact summary: Frovide a brief summary of the measure, including description of the provisions
having fiscal impact (limited fo 300 characters).

The fiscal implications in this bill relate to adjusting the definition of temporary employees and their premium
payments to comply with the shared responsibility provisions of the Affordable Care Act (ACA).

. Fiscal impact sections: /dentify and provide a brief description of the sections of the measure which have fiscal
impact. Include any assumptions and comments relevant to the analysis.

Section 1 of the bill would change the definition of temporary employee to comply with the definition requirement to
meet the shared responsibility requirement of teh Affordable Care Act (ACA) and to avoid any penalties for non-
compliance. Pursuant to the ACA, these employees can be charged no more than 9.5% of household income. This
additional employer premium requirement is estimated in the expenditures and the additional appropriation is shown
as well. The appropnation for this expenditure is in the OMB budget under Health Insuamce Pool - Temporary
Employees.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:

A Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and fund
affected and any amounts included in the executfive budget

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line item, and
fund affecfed and the number of FTE positions affecfed.

This expenditure is in the executive budget. The intent language is in HB1015 Section 7.




New Federal
Guidance Announced
on July 2, 2013

Treasury
Department’s
July 2, 2013
announcement
that it would not
enforce IRC §§
4980H, 6055,
and 6056 in
2014,

What Does this mean?

Compliance date in HB 1059 is one year
earlier than required to avoid the penalties
for noncompliance and to comply with the
ACA

State and political subdivisions will incur
premium costs that are no longer required to
comply

The final regulations almost certainly will be
different from the proposed regulations, but
the magnitude of change is difficult to
predict. However, the additional time
afforded by the one-year enforcement delay
of the Employer Shared Responsibility
penalties affords IRS more opportunity to
review the proposed regulations and
consider comments by employers and other
stakeholders. Thus, the possibility of more
significant changes might be greater than
otherwise would have been the case.




What Can be
Done”?

54-52.1-08.2.
Uniform group
insurance program
- Compliance with
federal
requirements -
Group purchasing
arrangements.

If the board determines that any section
or the phraseology of any section of this
chapter does not comply with applicable
federal statutes or rules, the board shall
adopt appropriate terminology with
respect to that section to comply with
the federal statutes or rules, subject to
the approval of the leqgislative
management's employee benefits
programs committee. The board may
assume responsibility for group
purchasing arrangements as provided
by federal law. Any plan modifications
made by the board under this section
are effective until the effective date of
any measure enacted by the legislative
assembly providing the necessary
amendments to this chapter to ensure
compliance with the federal statutes or
rules.




DEFINED CONTRIBUTION
PLAN UPDATE




Defined Contribution Plan

Option is now available to all state employees
as of Oct 1

New state employees are given the
opportunity to switch from the Hybrid Plan to
the DC Plan

They are given 6 months to make election to
transfer

Approximately 85 packets were sent out in
October




North Dakota ) ) Sparb Collins
Public Employees Retirement System : Executiva Director
400 E Broadway, Suite 505 « PO Box 1857 (701} 328-3900
Bismarck, Morh Dakoiz S8502 i} 1-800-803-7377

FAX: (701) 326-3920 « EMAIL NDPERS-info@@nd.gov = www.nd govindpers

Sample Gover Letter to New State Employees:
Date _ o Memberid: o

Member Name
Address 1
Address 2
City ND Zip

RE: DEFINED CONTRIBUTION RETIREMENT PROGRAM ELECTION SFN 52170
Dear Member Nama:

As an eligible empioyee of the Stale of North Dakota you are automatically enrolled in the Defined Benefit
Hybrid Retirement Plan, During the first six (8) months of your employment, you have the option to choose
whether you wish to remain in the Defined Benefit Hybrid Retirement Plan or enroll in the Defined Contribution
Retirement Plan. Following is a brief description that highlights some of the key differences between the two
plans: Lo

« Defined Benefit Hybrid Retirement Plan. An account is established on your behalf and contributions
are made to the account by you and your employer. Once vested, you are guaranteed a monthly
benefit at retirament based on your final average salary, the benefit multiplier, and your years of service
credit, You will receive the benefit determined under the plan for life, regard1ess of the performance of
the plan's investments, . .

Defined Contribution Retirement Plan. An account is established on your behalf and contributions
are made to the account by you and your employer. The amount of your benefit will be affected by the
investment allocation you select, the length of time you have to inves!, your vesting status, and the
performance of your investments. At retirement you will determine the income stream and distribution
option and will continue to receive distributions from the account until the funds are depleted. TIAA-
CREF provides the recordkeeping services and investment options for this plan.

For an outline of the key difference between the two plans, please refer to the enclosed Plan Highlights
publication.

You have a six (§) month window from your date of hire or change in status or until [insert DC Eligible Date]
to make an election. Your election io transfer to the Defined Contribution Retirement Plan is irrevocable.

To assist you with your decision, we have enclosed a personalized, hypothetical pension illustration. This
ilustration provides you with a camparisen of the potential retirerent benefits you might recaive under each
plan based on the following assumptions:

s You will remain employed with the State until you reach Nermal Retirement Date (age 65 or the "Rule
of 85" for Main, Law Enfarcement, and Judges Retiremeant systems and age 55 for National Guard
Retirement System).

You will participate in the supplemental Section 457 Deferred Compensation Program offered by the
State and that you will defer 4% of your menthly salary and, therefore, earn a PEP contribution of 4% of
your monthly salary.




Plan H _ghl ghts | _
Nurth Dakota Publi < Employees Ratiremnt System

E n rOI I me nt Mate rial . ._ Pension Plan Comparison as part of a special offering

for state emplovess hived on 10-1-13 through 7-31-17

IMPORTANT T0 NOTE:
Selactirg a reﬁremant plan is & me—tlme irmavocable election made during the first six months of el{gqble Pmp{oymﬂm.
Compare some of the key fcaturcs of the phrl.s us-uag 1he convenient question and answer format.

or more information on the NDPERS Defined Contribution Plan, call TIAA-CREF at 1-800-842-2252,
For more infotmation on the Defined Benefit Hybrid Plan, contact PERS af 1-800-803-7377.

Plan Definitions:

will receive ll‘r hcncl:t d ned under the
plan regardiess of the performance of the plan’s
investmenis. duratro
el
How is my The amount of vour benefit is dependent an your by
retirement benefit g 1 i whigl yout account al refrrement and
determined? 0 : (FAS), duration.

The amount and dorat
pends on the contrbutions and investen:
nforcement and the S ce based on the performanc
the normmal relireme
a formla that i

ast

How much do
| contributs to
my pension? ©

conirku
salary. The additional |
oM & pre-tax hasi




Enrollment Material

Choosing Your Investments

North Dakota Public Employees
Retirement System




Enrollment Material

TIAA-CREF ng:irtc'r_:y p}':_rfarma__nce .

'_-:North Dakota Publlc Empioyees
Retirement System

La03(a) Defined Contrbution Plan

Investment Performance as of 06/30/2013

Bafora making your Investment choices and completing your envoliment form, you should consider the invastment objectives,
risks, charges and expenses carcfully. Please call 877 518-9181 for paper copies of the product and fund prospectuses that
contain this and other information. Please read the prospectuses carefully before investing. To view the prospectuses online,
go to tisa-cref.orgd/PRO and cnler your Plan (D: 405545, You can also view TIAA-CREF's privacy policy, business continuity state-
v t, and frequent trading policy at tlaa-cref.org/PRO.

The performance data quoted represents past performance, and is no guarantee of future resuits. Your returns end the
principai value of your investment will fluctuate so that your mutual fund shares, when redeemed, may be worth more or
less than thelr orlginal cost. Current performance may be lower or higher than the performance guoted. For performance
current to the most recent meonth-end, go to tiaga-cref.org/planinvestmentoptions and enter your Plan ID: 405545 or call
800 TIAA-CREF (BOO B42-2273). Performance may reflect walvers or reimbursements of certain expenses. Absent these
welivers or reimbursement arrangements, parformance results would have besn lower. Since Inception performance shown
is cumulative for periods less than one year.

Equities o s Averaae Annual Total Returs

% 1891% B47% 10.34%

Investmant products, Insurance and annuity products: are not FDIC insured, are not bank guaranteed,
ara not deposits, are not Insured by any federal government agency, are not a condition ta any banking
service or activity, and may lose value.




State of North Dakota
Hypothetical Retirement Benefit Comparnison
for

Participant Sample
o
This estisate was ith data as of 11/4/2013

Youwr Benelils Compansen

Lump Sum Distribution © E 461 877,62
Final Average Salary 3 665 BA

Benefit as a % of Final Average Salary 9.17% BLA,

Vesting 100.00% 100.00%

2033 Retirament Age: 50 yrs & 5 mos

Lurnp Surn Distribution ' 357 420,99

tanthly Lifefime Manthly Lifatime
Bensiit* Benefit Benefit Bengfit

s
5

616,508
824677

1,237,015
1,443 184
1,649,353
1085171
* This figure represents normal e expectancy and '3 based on the RP 2000 Healthy Mortaity fable ssf back 3 years.
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Thi benelits shown above ars prior fo any reductions thal woold apply if oo were less fHhan {10 vasiod,
nfas:

1 Thiz reprazents the potenlial fump sum avaishis af the daf v The projected baiamce i the OO sccount iz
hypotisfical and is based on ihe reiurn assumplions shown aliove.
2 Plagse nots that il fan'mr a.rq. podaciial omgaing D8 moaltly banafil i you ‘hau su fhe fump swm oplion.

d ) ming your antiee balsros
fie andt nol &g &n
tenalif iz assumed (o ol umdar ihe nonmal annuiiy form (singie ifs armwiy).

wfege of avarage fingd corpenzation appiveble (o hose plans,

This illustration provides only & single scenario under the North Dakota Public Employees’ Defined
Contribution Retirement System and the North Dzkota Public Employees Retirement System.
Flan documents will govern in the event of any discrepancy.




NOPERS = PO Bow 1657 » Bismarck « North Dakota 58502-1657
(701) 328- 3900 « 1-800-803-7377 = Fax 701-328-3920

MEMBER INFORMATION |
ast, First, Middis) NOPERS Member ID i
Participant, Semple o
lLast Four Digits of Social Security Number Date of Birth
2000
| have been given the opportunity b alect to remain in the defined bansfil retiremant program under N.O.C.C. chapler 54. i
52 or terminate membership in the defined benefit retirament program and become a participating memberin the defined
contribution r-—t|r.unn=nt program under N.DC C chapter 54-52.6, H | elect to transfer 10 the defined contribution
understand my &l is irrevocable and pannannnt | will be unable to refoin the defined benefit retirement program
evan if | later bacoma loyed in a position whprh wc-ufl:l be Jnelrgltnle for 1hE defined contribution program { [
become a member o i
meambership, or become an F.:mpiuyﬁa of the b-:ard of higher ﬂdu-:aticm. ar state institution under the jursdiction of the
board who is eligible to participate in an altermative retirement program established under subsection 13 of section 15-10-
1¥]. Further, if I elect to transfer to the defined contribution pragram, | voluntarily waive alt of my rights to a pension,
| annuity, retirement allowance, rance benefit, dizability banefit, ar any other benefit under the N.D.C.C. chapter 84-52
defined benefit retirement program. | have had the cpporunity 1o speak with an attomey and financial planner of my
choosing at my expense, and to review N.0.C.C. chap £4-57 and 54-52 .6 and the infarmation available from
NDPERS, and to ask any questions | may have concerning this election,

|
| furthar understand hat under the N.D.C.C. chapter 54-52.6 defined contribution retirement pregram, | will be responsible | 1
to direct the Investment of any transferred fund bala as weil as future retirerment contributions. | will be solely
rasponsible for the investment results for my fund balance. NDPERS and its governing board will not be liable for any
election or investment decision | maks based upon i ign provided to me pursuant & C. chapter §4-52.6.
EMPLOYEE ELECTION - Choose one of the following elections
| have raviewed and understand each o above provisions, and i have reviswed and understand each of the sbove

hereby elect e n e defined benefit retirement program this provisicons, and hersby elect to terminate my
f ; the defined benefit retirement program and 1

defined contribution retirement program this

PART C SPOUSAL CONSENT - r;,mu are married, your spouse MUST complete this section

| am the spouse of the above-named NDPERS member. | have had the apporiunity to speak with an attorney and financial planner of
iy choosing st my expanse, snd fo review N.O.C.C. chapters 54-52 and 54-52.6 and the information aveilable from NDPERS, and
ask any gquestions | may have conceming my spouse’s election, | have reviewed the above elecion, and | consent to fhe election ma
by my spouse.

DATED this day of
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