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report the details of the travel expenses of each employee and 
same shall be reported to the department of the accounts and 
purchases. 

Approved March 15, 1965. 

CHAPTER 361 

S. B. No. 164 
(Lips, Trenbeath, Becker, Urdahl, Mahoney, Sinner) 

STATE EMPLOYEES' RETIREMENT PROGRAM 

AN ACT 

To provide for the general welfare of state employees by authorizing · 
the adoption by the state of North Dakota and all of its depart
ments, boards, institutions, commissions, and agencies of a retire
ment plan supplementary to social security in accordance with the 
provisions of this Act . 

Be It Enacted by the Legislative Assembly of the State of 
North Dakota: 

§ 1. Definition of Terms.) As used in this Act, unless the 
context otherwise requires: 

1. "Beneficiary" shall mean any person in receipt of a 
benefit provided by this plan or any person designated 
by a participating member to receive benefits; 

2. "Eligible employee" shall mean all permanent employees 
who meet all of the eligibility requirements set by this 
Act and who are twenty-one years or more of age, and 
shall include appointive and elective officials at their 
sole election; 

3. "Employee" shall mean any person employed by the 
state of North Dakota whose compensation is paid out 
of state funds or funds controlled or administered by a 
state department, or paid by the federal government . 
through any of its executive or administrative officials; 

4. "Funding agent" or "agents" shall mean the insurance 
company, trust bank or other financial institution whom 
the retirement board selects to hold and invest the 
employers, and members, contributions and pay certain 
benefits; 

5. "Participating member" shall mean all eligible em
ployees who through payment into the plan have estab
lished a claim against the plan; 
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6. "Permanent employee" shall mean a state employee who 
has been employed by the state for five continuous 
months, is employed for more than twenty hours per 
week and more than five months each year; 

7. "Prior service" shall mean state service or state employ
ment prior to January 1, 1965; 

8. "Prior service credit" shall mean such credit toward a 
retirement benefit as the retirement board may deter
mine under the provisions of this Act; 

9. "Retirement board" or "board" shall mean the five 
persons designated by this Act as the governing author
ity for the retirement system created; 

10. "Retiren\ent" shall mean the acceptance of a retirement 
allowance under this Act upon termination of employ
ment; 

11. "Vested interest" shall mean all of the employee's con
tribution, plus credited earnings thereon, and that part 
of the agency contribution, plus credited earnings there
on, as shown on the vesting schedule provided for in this 
Act; and 

12. "Wages" and "salaries" shall mean the actual dollar 
compensation paid to or for an employee for his services. 

§ 2. F ormulation of P lan- Exclusion of Employees Covered 
by Plans in Existence.) All departments, boards, institutions, 
commissions or agencies of the state of North Dakota, herein
after referred to as agency, shall participate in a retirement 
system which will provide for the payment of benefits to state 
employees or to their beneficiaries thereby enabling the em
ployees to care for themselves and their dependents and which 
by its provisions will improve state employment, reduce ex
cessive personnel turnover and offer career employment to 
high grade men and women. Employees presently covered by a 
pension plan or retirement plan to which the state has con
tributed, except social security, shall not be eligible for 
duplicate coverage. 

§ 3. Governing Authority.) There is hereby created a 
governing authority of the system to consist of a board of five 
persons known as the retirement board. No more than one 
member of the board shall be in the employ of a single depart-
ment, institution or agency of the state. · 

1. One member of the board shall be appointed by the 
governor to serve a term of five years. The appointee 
shall be a North Dakota citizen who is not a state 
\ 
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employee and who by experience is familiar with money 
management. The citizen member shall be chairman of 
the board. 

2. One member of the board shall be appointed by the 
attorney general from his legal staff and shall serve 
a term of five years. 

3. Three board members shall be elected from among the 
state employees. The initial elected members shall be 
elected for terms which shall expire two years, three 
years, and four years after the date of establishment. 
Future members shall be elected to a five-year term, 
pursuant to an election called for by the board. 

4. Members of the board shall receive a honorarium of 
twenty-five dollars for each month during which the 
board has been in sessinn. This shall be in addition to any 
other pay or allowance due the member, plus an allow
ance for expenses they may incur through service on 
the board. 

5. A board member shall serve a five-year term and until 
his successor qualifies. Each board member shall be 
entitled to one vote, and three of the five board mem
bers shall constitute a quorum. Three votes shall be 
necessary for resolution or action by the board at any 
meeting. 

6. The state auditor and the state examiner shall be 
ex officio, non-voting, and advisory members of the 
board. 

§ 4. Board Authority.) The board shall have the following 
powers and duties: 

1. The board sh all have the power and duty, subject to the 
limitations of this Act, of managing the system. It shall 
have the powers and privileges of a corporation, includ
ing the right to sue and be sued in its own name as such 
board. The venue of all actions in which the board is a 
party shall be Burleigh County, North Dakota. 

2. The board shall appoint an executive secretary to serve 
at its discretion. The executive secretary shall be bonded 
by a commercial carrier as may be required by the 
board and shall perform such duties as assigned by the 
board. · 

3. The board shall authorize the creation of whatever staff 
it deems necessary for sound and economical administra
tion of the system. The executive secretary shall hire 
the staff, subject to the approval of the board. 
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4. · The board shall arrange for actuarial and medical ad
visors for the system. It shall cause a qualified, compe
tent actuary to be retained on a .consulting basis. During 
the first year of operation of the system and at least once 
every three years thereafter, the actuary shall make a 
general investigation of the stability of the system. The 
actuary shall also perform such other duties as may be 
assigned by the board. 

5. The board shall be provided by the state with the 
retirement systems office or offices to be used for the 
meetings of the board and for the general purposes of 
the administrative personnel. 

6. The board ~hall select the funding agent or agents and 
establish ari investment agreement contract. The contract 
shall authorize the funding agent or agents to hold and 
invest moneys for the system. No moneys of the system 
shall be invested by the board. Said moneys shall be 
placed for investment only with a firm or firms whose 
primary endeavor is money management, and only after 
a trust agreement or contract has been executed. All 
securities, agreements, contracts, or instruments of value 
shall be delivered to the Bank of North Dakota, or its 
agents. 

§ 5. Membership Fee and Assessments.) Every eligible per
manent state employee concurring in the plan shall so state 
in writing and all future eligible employees shall be participat
ing members. Each member shall pay to the treasurer of the 
retirement fund a membership fee to be fixed by the retire
ment board in an amount not exceeding five dollars, which 
shall be paid into the administrative expense and benefit fund. 
An eligible employee shall be a permanent employee who has 
been employed by the state for five months, has reached age 
twenty-one, and is employed for more than twenty hours per 
week for more than five months each year. Each member 
shall be assessed and required to pay monthly four percent of 
the monthly salary or wage paid to him, and such assessment 
shall be deducted and retained out of such salary in equal 
monthly installments. 

§ 6. Agency's Contribution to Retirement Plan- Limita
tions.) Each agency shall match four percent of the monthly 
salary or wage of a participating member, but n ot to exceed a 
matching payment in excess of three hundred dollars annually. 
Each,.agency shall pay such contributions into the retirement 
fund from its funds appropriated for payroll and salary or any 
other funds available for such purposes. 
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§ 7. Agency Contribution Retirement Contribution.) The 
agency contribution to a retirement plan shall be considered 
a retirement contribution and not an additional compensa
tion. This shall apply specifically to elected and appoi,ri.ted offi
cials where maximum annual compensation is set by the 
statute or by state boards or commissions. The retirement con
tribution shall not be considered by the employee as income in 
computing his net income for purposes of state income tax 
until such time as the moneys come under the .control of the 
employee. 

§ 8. State Income Tax Deductions.) For the purposes of 
state income tax, the assessment imposed by this Act on the 
employee shall be treated in accordance with existing state 
statutes on state income tax. · · 

§ 9. State Premium Tax.) Premiums, consideration for 
annuities and membership fees shall be construed as being 
exempt from premium taxes payable pursuant to section 
26-01-11 of the North Dakota Century Code. 

§ 10. Allocation of Funds.) For the purpose of internal 
accounting records of the board, and not for the purpose 
of the segregation of moneys on deposit, or investment, there 
shall be created: · 

1. An "employee account fund", consisting of the employee 
contribution plus credited earnings thereon; 

2. A "vesting fund", consisting of three of each four 
dollars of agency contribution pius credited earnings 
thereon; and 

3. An "administrative expense and benefit fund", consist-
ing of one of each four dollars of agency contribution. 

Any and all expenses incurred by or for the operation of the 
retirement plan shall be paid from the latter fund. From the 
latter fund the board shall have the authority to provide prior 
service benefits and such other benefits as the board may 
determine, provided the board provides such benefits as a part 
of sound retirement planning, and that portion of such fund 
not needed for administrative expense shall be used to provide 
for such benefits. The funds allocated in subsections 1 and 2 
hereof shall constitute the "employees' retirement fund". 

§ 11. Vesting-Vesting Schedule of Agency Contribution.) 
Upon severance of the employment of a participating member, 
either voluntarily or involuntarily, for any reason other than 
set forth in this section, the contribution of the · participant 
plus credited earnings thereon shall be vested in him. Three 
out of every four dollars of agency contribution shall be 
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vested in the employee according to years of state employment 
including state employment prior to this Act. The employees' 
vested interest in the "vesting fund" shall be as follows: 

Years of State Percentage of Vesting Fund 
Employment Interest 

0 years through 
3 years ·····----------------·----None 

Over 3 years 
through 7 years ........ 20% plus credited earnings thereon 

·Over 7 years 
through 11 years ........ 30% plus credited earnings thereon 

Over 11 years 
through 15 years ........ 40% plus credited earnings thereon 

Over 15 years 
through 18 years _______ _ 60% plus credited earnings thereon 

Over 18 years 
through 20 years ........ 80% plus credited earnings thereon 

Over 20 years .................. 100% plus credited earnings thereon 

An employee's one hundred percent vesting fund interest 
plus credited earnings thereon shall be vested, and nonforfeit
able, when the employee r~es_th_~_age.....oLsixty-five, or is 
permanently disabled; and an employee's one hundred percent 
vesting fuhaiiilerest shall be vested in the beneficiary of the 
employee iri case of lhe employee's death. At the age of sixty
five, or less as may be determined by the board, all interests 

, vested in an em~loyee shall be available to him for payment 
\ of retiremenfJ)enefitS-as may be provided for under this Act. 
1 Amounts forfeited under the vesting fund interest shall be paid 
1 into the administra~ive expense and benefit fund. 

§ 12. Exemption from Taxation and Judicial Process -
Assignability.) The right of a person to retirement benefits, 
any optional benefits, any other rights accrued or accruing to 

· any person under the provisions of this chapter, the various 
funds created by this chapter, and all money and investments 
and income thereof, shall not be subject to execution, garnish
ment, attachment, the operation of bankruptcy or insolvency 
laws, or other process of law whatsoever. 

§ 13. Deposit of Moneys.) All moneys committed by any 
agency based on total payroll of participating members, all 
moneys received as employee contribution and all moneys 
received from grants, donations, legacies and devises for the 
benefit of such fund, shall be paid into the Bank of North 
Dakota to the credit of the board, which board shall disburse 
the same in accordance with the plan adopted hereunder. 
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§ 14. Acceptance of Money and Property by the Board.) 
The board may take by gift, grant, devise or bequest, any 
money or real or personal property or any other thing of value 
for the benefit of the employees' retirement fund, and when 
receive.d, said property shall become a part of such fund. 

§ 15. Accounting Requirements.) The board shall have all 
accounts and funds under their control audited by a firm 
of certified public accountants once in each four-year period 
or at a more frequent interval if so desired. Funds and accounts 
to be audited shall be those held by the board and not those 
held by a trust company, insurance company or other money 
management firm with whom a management contract exists. 
The results of each audit made shall be filed with the state 
auditor, the state examiner, and the legislative audit and 
fiscal review committee. 

§ 16. Insurance Contracts-Trust Agreements.) The board 
may enter into an insurance contract, agreement or purchase 
an insurance policy or policies covering all or any part of the 
retirement plan adopted, provided the assuring company is 
a North Dakota corporation or authorized to do business in the 
state of North Dakota, or may enter into a contract with any 
qualified trust company or companies, or combinations of 
insurance contracts and trust contracts, for the purpose of 
carrying out this Act. 

§ 17. Formulation of Plan.) The board in formulation of 
the retirement plan shall make provisions in such plan for: 

1. Eligibility for retirement; 

2. Eligibility for retirement because of disability, and the 
method of determining disability; 

3. Provisions for optional retirement be:o.efits; 

4. Provisions for payments to a surviving widow, surviving 
husband, and surviving children upon death of a partici
pating member; 

5. Provisions for the re-examination of a member retired 
by reason of physical or mental disability; and 

6. Provisi'Ons for credit of time to participating members 
while serving in the armed forces of the United States 
or the armed forces reserve thereof when the United 
States is involved in organized conflict, or crisis within 
the country. 

Together with such other provisions deemed advisable to the 
board which are not in conflict with the terms and provisions 
of this Act. 
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-§ 18. Apportionment of Benefits.) Should the sums of 
money in the employees' retirement fund ever be insufficient 
to meet the demands of the withdrawals due to disability or 
retirement benefits, the board shall apportion on a pro rata 
basis, the interests described in section 11, in accordance with 
such section, as may be available, among the persons entitled 
to payments. 

§ 19. Prior Service.) The retirement board shall from any 
funds committed to the administrative expense and benefit 
fund but not needed for administrative expense provide prior 
service minimum benefits to long term employees. As of Jan
uary 1, 1965, a prior service credit shall be .computed for all 
employees who have been employed continuously since Decem
ber 31, 1959. Prior service credit shall be given for years 
of state employment while the employee was age fifty but not 
over age sixty-four, provided that five years of service will 
not count. The five years not to be counted may be before, 
after or during the period between age fifty through age 
sixty-four. 

-§ 20. Prior Service- Register- Benefits.) This provision 
is to provide benefits to long term state employees. The board 
shall maintain a register of members for whom a prior service 
benefit has been computed. Prior service minimum benefits 
shall be as determined by the retirement board, but shall not 
provide benefits to other than the employee member and then 
only at time of retirement. 

§ 21. Plan Not Employment Contract.) The adoption of or 
participation in a retirement plan by an agency shall not be 
deemed to give an employee the right to be retained in the 
employ of the state or to interfere with the right of the agency 
to discharge any emp~oyee at any time. 

§ 22. Interpretation Clause.) This Act shall not be con
strued so as to commit the state of North Dakota, or the 
agency to any liability either moral or legal to any benefits 
to any beneficiary under the plan or plans resulting from 
enactment of this chapter. 

§ 23. Savings Clause-Internal Revenue Service.) If the 
internal revenue service shall not approve of certain sections 
or phraseology of certain sections of this Act as being in com
pliance with the statutes or rules governing the internal 
revenue service, the board in the adopti'on of the plan shall 
adopt such terminology with respect to such sections as will 
comply therewith. 

§ 24. Planning and Organizing Funds.) The b oard is hereby 
granted authority to negotiate a loan of twenty thousand 
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dollars, or so much thereof as may be necessary, from the Bank · 
Df North Dakota. Said loan shall be for the purpose of meeting 
the initial expenses of planning and orga!fizing the system. The 
loan shall be repaid as an administrative expense of the plan. 

Approved March 17, 1965. 

CHAPTER 362 . 

S. B. No. 356 
(Committee on Delayed Bills) 

EMERGEN<;::Y GRANT OF FUNDS BY EMERGENCY . 
COMMISSION 

AN ACT 

Relating to the grant of funds by the emergency commission from the 
contingency fund for the protection of life and property ·from 
conditions caused by natural disasters, providing for the termina
tion of the Act, and declaring an emergency. 

Be It Enacted by the Legislative Assembly of the State of 
North Dakota: · · 

§ 1. Natural Disaster Assistance.) Notwithsta~ding other 
provisions of chapter 54-16, the state emergency commission is \ 
hereby authorized to make grants from the state contingency 
fund, in the case of emergencies caused by natural disasters, 
to political subdivisions of this state or t'O expend such funds 
in their behalf to aid them in meeting their extraordinary 
emergency expenses in protecting life and property from con-. 
ditions resulting from natural disasters. Such grants shall 
specifically not be subject to limitations contained in section 
54-16-04 in regard to increases in ap:Rropriati'Ons and shall 
not be limited to agencies or purposes for which appropriations 
have been made by the Thirty-eighth Legislative Assembly. 

The emergency commission, by rules adopted by it, shall 
determine the basis of grants under this section, and shall 
to the extent practical and feasible require the prior expendi
ture of funds by the political subdivision in protecting life 
and property and the matching of state funds granted under 
this section by funds of the political subdivision concerned 
to the maximum extent feasible. 

Funds granted or expended under the provisions of this 
section shall not exceed the sum of fifty thousand dollars. 

§ 2. Disaster Operations of the National Guard.) Notwith
standing any limitation contained in chapter 54-16, and speci
fically in section 54-16-04 in regard to grants increasing appro-
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