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2003 SENATE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO. SB 2024
Senate Appropriations Committee

0 Conference Committee

- e e e ke AL Aoty i At ot < - e

Hearing Date January 23, 2003
Tape Number Side A Side B Meter #
1 X 1710-end
1 X 0-3104 E
Committee Clerk Signature S&l\cl'la DA*VL&{/N |
= 1
Minutes:

Senator Holmberg opened the hearing on SB2024, All committee members are present, Z
This bill relates to an appropriation for defraying the expenses of various state retirement and
investment agencices.

Spatb Collins (mtr #1750) - Reviewed various programs covered by his agency along with the
proposed budget. Written testimony attached (exhibit 1),

Senator Holmberg (mtr #3015) - Requested explanation of chianges of FTE’s on green sheet.
Shacon Schmeister, (mtr #3121) - Reflects additional funding for % time FTE.

Senator Holmberg (mtr #3197) - Referred question to Laurie, OMB Fiscal Staff,

Senator Holmberg (mtr #3226) - Through reading media information, state after state is having a
difficult time balancing budget. One item they use to draw down cost of government, is eatly

retirement of state employees,
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Page 2

Senate Appropriations Committee
Bill/Resolution Number SB2024
Hearing Date January 23, 2003

™ Mr. Collins (mtr #3305) - General observations, have not had the opportunity to review any
particular states actions. These are the issues, first needs to be funded through retirement system,
second, is it a good incentive, will you save dollars?
Senator Lindaas (mtr #3600) - Page 4, Defined Contribution Plan taking effect?

Mr. Collins (mtr #3632) - That is the first year of implementing programs, more expenses

}
|
incurred during the first year. ;
Senator Tallackson (mtr #3700) - With everyone losing money, how do you stay afloat? i
Mzt. Collins (mtr #3715) - We do our investing through the retirement investment office, This :
has been a challenging time for the retirement system, Our loses have not been as dramatic as ]

others, the main thing is diversification. We have kept the funds diversified,

Senator Mathern (mtr #3863) ~ Is this correct, we have major legislation, are any of these costs in

("} yourbudget or are they in addition to?

M. Collins (mtr #3935) - For many benefits provisions, we will be able to absorb within the
budget we have before you,

Senator Kringstad (mtr #4118) - Does a freeze on cost of living increases effect all retirement
programs?

Mr. Collins (mtr #4158) - This is the first session when we have not had a bill for ad hoc

adjustments for retirements. Huge increase in rate if current health care plan is maintained for

retirees.

Senator Kilzer (mtr #4394) - How many beneficiaries are there still left in the OASIS?

Mr. Collins (mtr #4426) - Four, average age is 90.

Senator Lindaas (mtr #4495) - What is there average benefit at this point?
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Page 3

Senate Appropriations Committee
Bill/Resolution Number SB2024
Hearing Date January 23, 2003

'; Mr. Collins (mtr #4500) - I don’t know at this point.
Senator Holmberg closed the hearing on the PERS portion of SB2024,

Reconvened hearing on SB2024 the RIO portion,

| Steve Cochrane, Executive Director/CIO of ND Retirement and Investment Office, (mtr #4848) -

Reviewed budget and purpose of agency. Written testimony attached (exhibit 2 and 3).

Tape 1 Side B ;
Steve Cochrane, RIO testimony continued.

Senator Lindaas (mtr #639) - Two million, is that a complete package and is it neccessary to link

] with the state IT Department.

Mr. Cochrane (mtr #671) - Yes, this is a comprehensive package. There ongoing licensiny fees

and maintenance costs.

Senator Kilzer (mtr #818) - How is the two million paid? How is the calculation done? 1
Mt. Cochrane (mtr #879) - Funded from the Teachers Fund for Retirement.

Senator Andrist (mtr #1054) - What is the cost benefit of two million dollars? With the

thousands of pension systems out thete, there must others that would work.

Mr. Cochrane (mtr #1124) - We have thoyught about accessing an shared program? We looked

closely at the cost. We share your same concern for cost control,

Senator Grindberg (mtr #1408) - Bill coming to stimulate growth. A portion of fund managed

with equities outside of ND.
Mr. Cochrane (mtr #1691) - Gave an outline of the state investment board program.
Senator Mathern (intr #2916) - On the negotiations for software, do you include other agency

needs, is there other software that would work.
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Page 4

Senate Appropriations Committee
Bill/Resolution Number SB2024
Hearing Date January 23, 2003

Mr. Cochrane, (mtr #2983) - This is very specialized software. PERS monitors our process very
closely. We also look at leveraging current relationships with vendors,

Senator Holmberg closed the hearing on SB2024,
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2003 SENATE STANDING COMMITTEE MINUTES

BILL/RESOLUTION NO. SB 2024 Votes |

Senate Appropriations Committee

QO Conference Committee

Hearing Date February 11, 2003

| Tape Number Side A Side B Meter #
#1 X 0-280

Committee Clerk Signature M h\,\mw Q
Minutes: U
Senator Holmberg, chair opened the meeting, with roli call attendance taken,
(_:) Senator Grindberg presented some amendments to SB 2024 (attached to roll call votes sheet).

Senator Grindberg, moved to accept the amendments, seconded by Senator Tallackson,

Only changes in the amendments {s the salary adjustments, Voice vote on acceptance of
amendment was held, motion carried. Motion by Senator Grindberg, seconded by Senator
Bowman to do pass as amended. No discussion. Roll call vote was held. (Attached) 12 yes, O

noes and 2 absent. Senator Grindberg will be the carrier.

.
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38047.0101 Prepared by the Leglslative Council staff for Qﬁ

Title.0200 Senate Approgrlatlons
Fiscal No. 1 ebruary 7, 2003 2V 07
(o472

PROPOSED AMENDMENTS TO SENATE BILL NO. 2024

.Page 1, line 11, replace "1,795,929" with "1,776,639"
Page 1, line 15, replace "4,864,373" with "4,845,083"
Page 1, line 18, replace "2,666,186" with "2,638,823"
Page 1, line 21, replace "4,400,690" with "4,373,327"
Page 1, line 22, replace "H.B." with "S.B." and replace "9,265,063" with "9,218,410"

Renumber accordingly f
STATEMENT OF PURPOSE OF AMENDMENT:
Senate Bill No. 2024 - Summary of Senate Action

EXECUTIVE SENATE SENATE
BUDGET CHANGES VERSION
Retiramant and investment
‘Total all funds $4,8684,373 (818,200 $4,845,083
Lass estimated income 4 19,290 4
General fund
Pug“c Employaes Retirement
Eow ﬂ‘m ﬁ.:oo.eoo ($27,363 31.373.327
688 o8 Income 4 m.% (22,2&3 ...ng.%
General fund
Bill Tolal |
Iohl “!Md $9,265,083 ($46,653 39.2}8.4}0 ‘
688 esiimated income {48 gﬁi
General fund : ﬁ M!ﬁ i
Senate Bill No. 2024 - Retirement and Investment Office - Senate Actlon
EXECUTIVE SENATE SENATE
BUDGET CHANGES VERSION
Salaries and wages $1,706,929 ($16,260) $1,776,638
Oporating expentes 066,444 066,444
Contingencies 82,000 82,000
Contratied services 2.000.000 U 2.000,000
Total all funcs $4,664,373 ($19,290) $4,845,083
Less estimated income 4,864,373 (19,280) 4,845,083
General fund $0 $0 §0
FTE 17.00 0.00 17.00

Dept. 190 - Retirement and Investment Office - Detail of Senate Changes

REMOVES
RECOMMENDED TOTAL
SALARY 8

LA ENATE

INCREASE 1 CHANGES
Salari¢s and wages {$196,200) ($19,260)
Opetating exponses
- Contingancies
Coniracted services
Total ak funds ($19,200) ($19,200)
Less esiimated Income {19.200) {16,200}
Qeneral fund $0 $0
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FTE 0.00 0.00
' 1 This smendment removes the Governor
T mendment e s ; einor's recommendation for slate employee salary increases and relains the recommended state payment for
\; Senate Bill No. 2024 - Public Employees Retirement System - Senate Action
EXECUTIVE SENATE SENATE

BUDGET CHANGES VERSION :
Salaries and wages $2,666,188 ($27,369) $2,638,623 §
Operating expenses 1,484,604 1,484,504 ;
Contingetcies 250,000 — 250,000 |
Total il funds $4,400,690 ($27,963) $4,373,327 i
Less estimated income 4,400,690 (21.363) 437,321 :
Genera) fund $0 $0 $0
FIE 29,00 0.00 20.00

Dept. 192 - Public Employees Retirement System - Detall of Senate Changes

B O

REMOVES
RECOMMENDED  TOTAL l

ALARY SENATE
INCREASE 1 CHANGES )
'Galaries ard wages : : |
Operating experues {$27,383) ($27,263) !
Contgendes ]
Tolal sl funde ($27,363) ($27,963) f
Less eatimated income {27,363) {27,983} ?
General fund $0 $0 i
FTE 0.00 0.00 f
N
1 This amaendment the Gavernoe’ : :
wﬂ‘ andment mnove"s' ‘ arnot's tecommendation for state employee salary increases an retains the recommended stale payment for ‘
) : !;
!
!
|
E
|
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Roll Call Vote #:
2003 SENATE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTION NO, A0Y
Senate  Appropriations Committee

Check here for Conference Committee

Legislative Council Amendment Number ‘

Action Taken d,() Pass A4S arrn '
Motion Made By _umeldo g Seconded By _(ZyT7PIZUM

Senators
Senator Holmberg, Chairman
Senator Bowman, Vice Chair
Senator Grindberg, Vice Chair
Senator Andrist
Senator Christmann
Senator Kilzer
Senator Krauter
Senator Kringstad
Senator Lindaas
Senator Mathern
Senator Robinson
Senator Schobinger
Senator Tallackson

Senators - %

SSYEISMY SN

Total  (Yes) I No @)

Absent 1 -

Floor Assignment MW

If the vote is on an amendment, briefly indicate intent:

il
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were filmed {n the regular course of business. The photographic process meets standards of the American National Standards Institute

(ANSI) for archival microf{im. NOTICE: 1f the filmed Image abave s less legible than this Notice, ft s due to the quality of the
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27th DAY WEDNESDAY, FEBRUARY 12, 2003 347

4 ;m‘l“:rlrm\ﬁf::‘nl Increasss lis grants line item Lo reftect he lranafar of federal furds from the capltal projecis and Lewls and Clark line itams to the

6 This amendment changes funding for (he following capital projects:

OAP(TAL
PROJECTS QENERAL FEDERAL SPEGIAL REVENUE
LINE FUND FUNDS FUNDS BONDS TOTAL
Adminialzative office - $360,000 350,000 700,
Tuells River ¢ ) * ) ($700,000)
Relocate Loop A $46,000 {46,000)
comfort slation «
Dwevila Lake
Renovste comlort 37,600 {37,600)
slation »
Beaver {ake
Rural water connectlon « 126,000 {126,000)
Lake Sakakawea
Road tepaif - 60,000 (60,000)
Lake Sakekowes
Road tapalt » 30,000 {30,000)
Forl Abtaham Lincoln
Chép and seal « 65,000 (65,000)
eaver Lake
and Devila Loke
Malntenance shop (66,000) (05,000) (130,000)
construction

Icelandia
Bodbusler exhibll 15,000 (16,000
buitding «
Fort Ransom
Seasonal housing « (210,000) {210,000)
Lake Sakakawes,
Devils Lake,
Fott Ransom,
and Beaver Lake
Rear screen amphithealer « {46,000) {46,000} (90,000}
{calandlo, Lake
Matigoshe, and
Devils Lake
FEMA conslruction projects ... {800.000] o miion e (600,000}

Tolsl $0 ($660,000) $367,600 {$1,037,500) ($1,630,000)
€ This amandment changes funding fof the fotowing caplial assel projects:

LEWIS AND
GLARK GENERAL FEDERAL SPECIAL REVENUE
LINE FUND FUNDS FUNDS BONDS TOTAL

Intarprelive Center » ($110,000) {$110,000) {$220,000)
Crosg Ranch
Campground rewiring 26,000 $126,000 {160,000)
and regrading «
Lake Sakukawsa
Campground expanslon » 140,000 {140,000)
Fott Stevenson
Continganoy fof {40,000} {40,000}
various Lewls
and Clark
projects e et mmemmemene ensmamseee

Yola) $0 {$85,000) $265,000 {$440,000) {$260,000)
A new section Is added Increasing the agency's 2001-03 approptiation by $500,000 of federal
funds for grants.

REPORT OF STANDING COMMITTEE

SB 2024: Appropriations  Committee  (Sen. Hoimberg, Chaivman)  recommends
AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS
(12 YEAS, 0 NAYS, 2 ABSENT AND NOT VOTING). S8 2024 was placed on the Sixth
order on the calendar.

Page 1, line 11, replaca *1,796,928" with "1,776,639"

Page 1, line 16, replace "4,864,373" with "4,846,083"

Page 1, line 18, replace "2,666,186" with "2,638,823"

Page 1, line 21, repldce "4,400,690" with "4,373,327"

Page 1, line 22, replace "H.B." with “8.8." and replace "9,265,083" with "9,218,410"

Renumber accordingty

STATEMENT OF PURPOSE OF AMENDMENT:

Senate BIll No, 2024 . Summary of Senate Action
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348 JOURNAL OF THE SENATE 27th DAY
EXECUTIVE SENATE SENATE
BUDGEY CHANGES VERSION
Reliremeant and (nvestment
N Office
. Lots sblmaied R “dﬁﬁ@ Y ads0ss
443 e8lmaled incoms
' General fund $6 0 $0
Publlc Empioyess Ratitement
System
Yolal all funds $4,400,800 ($27,263 $4,373,327
Lese estimaled Income 4,400,690 27,3 4,373,927
Qeneral fund "‘L‘Ta
Bill Yolal
Im\ ailutun?sd | 59.266.833 (S:&g%%} se.gig.ﬂg
o8 eslimated Income (48
Generul fund 30 !

Senate Bill No. 2024 - Retirement and Invest:. xnt Office - Senate Action

EXECUTIVE BENAYE SENATE
BUNGEY CHANGES VERSION
Salaries and wages $1,795,020 ($40,260) $4,776.630 5
Qperating expenses 980.444 986,444 B
Gonlngencles 82,000 82,000 ;
Conltacled services 2000000  LLo._. 2,000,000
Tolal all furds $4,864,370 1$19,200) $4,846,083 s
Less esimaled Incomes 4,864,373 19,280, 4,845,083
Geaneral fund $0 $0 $0
FTE 17.00 0.00 17.00

Dept. 190 « Retirement and Investment Offlce « Detall of Senate Changes

T s e

REMOVES
RECOMMENDED TOTAL
SALARY SENAYTE
INGREASE 1 CHANGES
(5' ; Saluried and wages ($19,200) {$19,200)
) Qperaling expenes
iy Gonlingencied
Contracied sarvices s mmmmmamseman
Yolal all funds {$19,200) ($18.260)
Lass satimalad Income {19,280} {10,200}
Gendial fund $0 $0
FTE 0.00 0.00 )

' 1 ‘fhis amendmenl removes the Governor's recommandation for slale amployes salary Increasas and retalns the racommended 8lale payment fof
hasith insurante prémiums,

Senate Bill No, 2024 - Public Employees Retiroment System Senate Action

EXECUTIVE SENATE SENATE '
BUDGEY CHANGES VERSION i
Salarles and wagas $2,000,140 {$27,383) $2,638,823
Operating expanses 4,464,504 1,484,504
Conlingancles 280000  aeiieenain 260,000 :
Tolal af) funds $4,400,600 {$27,383) $4,373,927 1
Less salimalad Income 4,400,680 {27,383} 4,373,327 ‘
Genaral fund $0 $0 $0
1] 2000 0.00 20.00

Dept. 192 - Public Employees Retirement System - Detail of Senate Changes

REMOVES

RECOMMENDED TOTAL

;s SALARY SENATE
™ INGREASE CHANGES
. 9 Salarias and wages ($27,363) ($27.383)

Operaling sxpenses

Conlingencles  eacanan emeemnanes

Total all funds {$27.28)) {827,362}

t
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27th DAY WEDNESDAY, FEBRUARY 12, 2003 349
Lesa ealimated Income {21,363} {27,363)
General fund $0 0
FTE 0.00 0.00

1 This amendment removes the Governor's recommendation for stals smployue stlary Incréakes and ;elains the recommended slate payment for
heallh Insurance premiumas,

REPORT OF STANDING COMMITTEE
SB 2031: Education Cowmmittee {Sen. Freborg, Chairman) recommends AMENDMENTS
AS FOLLOWS and when so amended, recommends DO PASS (6 YEAS, 1 NAY,
0 ABSENT AND NOT VOTING). SB 2031 was placed on the Sixth order on the

calendar.

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to amend and {
reenact section 15.1-21-02 of the North Dakota Century Code, relating to required units
for approved high schools.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 4. AMENDMENT. Section 16,1-21-02 of the North Dakota Century
Code Is amended and reenacted as follows:

16.1-21-02, High schools - Required units,

In order to be approved by the superintendent of public Instruction, eeeh g

public and high school or a nonpublic high school shall make-avaiieble-te ,
each-student gach year allow students to make selections from g list that
includes: |

4 g. Fourunits of English.

2 b, Fhree Four units of mathematlos, which must include at least one unit {
of alaebra i, one unit of algebra li, one unit of geometry-trlgonometry, J

and one unjt of cateulus.

1

3: ¢, Fourunits of sclence, which must Include at least one unit of biology,
one unit of chemistry, and one unit of physics.
4: d, Fhree Four units of soclal studles, neluding which must include at

least one unlt of world history and one unit of United States history,
both of which must emphasize geagraphy,

& o, ©ne Ona-half unlt of health end-physiealedusation:

8: Onoe-unit at cach grade level from nins through twelve,

f. One-half unit of physical education at each grade level from nine

through twelye,

g. Two unlts of music,

L it ocatlonal e io

L. Twelve unlts of electives,

2. |f_any student selects a unlt from the requirements provided In
subdivisions a through of subsection 1. the_ public high school or

nonpublle hlgh school shall provide the unit to the student,
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2003 HOUSE STANDING COMMITTEE MINUTES

BILL/RESOLUTION NO. SB 2024

House Appropriations Committee
Government Operations Division

O Conference Committee

Hearing Date March 4, 2003

Tape Number Side A Side B Meter #
3 XX XX
v L
Committee Clerk Signamm«f%l J‘&\‘

A

Minutes:

N Sparb Collins, Executive Director of ND PERS shared written testimony in support of SB

2024, There are currently 24,000 contracts, the Stute of ND is approximately half of the client
base.

Rep. Carlson asked if the status of the pending bills currently in the session would his

department increase its FTE’S,

Sparb Collins advised the committee, he felt the department would be fine at their current level,
Steve Cochran, Executive Director, ND RIO shared written testimony in support of SB 2024,
In response to a question from Rep. Skarphol he advised the committee, his department has 2
ITD people on staff, we have creative staff members that also contribute to patch work fixes. We

operate at 74% effectiveness, we would like to increase our effectiveness and services to our

clients, Hearing no further testimony the hearing was closed.
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2003 HOUSE STANDING COMMITTEE MINUTES

BILL/RESOLUTION NO. SB 2024

House Appropriations Committee
Government Operations Division

O Conference Committee

Hearing Date March 18, 2003

Tape Number Side A Side B Meter #

Committee Clerk SLgnﬂt_t}rc'u// M/&WW
| .
j XO

Minutes: Chairman Carlisle called the meeting to order, Roll was taken, all members wete
present with th exception of Rep. Skarphol, (he arrived later),
Lori, OMB explained amendment .0102,

Rep. Thoreson moved a DO PASS on Amendment 38047.0201, Second by Rep. Timm.

ROLL CALL 8 yea 0 nay....Skaphol, absent and not voting.
Rep. Thoreson Moved a DO PASS as Amended on SB 2024, second by Rep. Timm

ROLL CALL VOTE 8 yes 0 no 1 absent (Skarphol) Motion carries.
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2003 HOUSE STANDING COMMITTEE MINUTES
BILI/RESOLUTION NO, §8 2024
House Appropriations Commitice
Q Conference Committee
| Hearing Date 03-27-03
‘ Tape Number Side A Side B Meter #
! X 6.0 - end
{ S
1 7
Committee Clerk Signatur/ /,,...a‘ w2 4 é

Minutes:
Chairman Svedjan Opens SB 2024 for discussion. A quorum was present,

Rep. Thoreson Introduced the Public Employee’s Retirement System, Retirement and

Investment Office budget. I move to adopt amendment .0201. 2nd by Rep. Carlisie. Motion
Carrles, I move a Do Pass As Amended. 2nd by Rep. Carlson. Motion Carries 20-0-3,

Rep, Thoreson will carry this bill on the floor,
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2003 HOUSE STANDING COMMITTEE MINUTES

BILL/RESOLUTION NO. SB 2024
House Appropriations Committee
Q Conference Committee

Hearing Date 03-31-03

Tape Number Side A Side B Meter #
2 X 4.0-5.0

—
Committee Clerk Signature %‘% sy MM
=

Minutes:

Rep. Thoreson I move to reconsider our actions on SB 2024, 2nd by Rep. Kempenich,

Motion Carries.

I move amendment .02502 to SB 2024. 2nd by Rep. Carlisle,

Motion Carries

I move a Do Pass As Amended to SB 2024, 2nd by Rep. Skarphol.

Motion Carries 22-0-1. Rep. Thoreson will carry this bill on the floor,

.v%fg
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38047.0201 Prepared by the Legislative Councll staff for 03
Title.0300 Representalive Thoreson 3 /;ﬂ/ :
Fiscal No. 1 March 18, 2003

\ PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO, 2024

Page 1, line 18, replace "2,638,823" with "2,656,647"
Page 1, line 21, replace "4,373,327" with "4,391,1561"
Page 1, line 22, replace "9,218,410" with "9,236,234"
Renumber accordingly

STATEMENT OF PURPOSE OF AMENDMENT:
Senate Blil No. 2024 - Summary of House Action

i EXECUTIVE SENATE HOUSE HOUSE
BUDGET VERSION CHANGES VERSION
! Retirement and Investmeiit
; Ctiice
! Lots oeimaled ne idbiar  ‘daisosy MY 7171 |
4 oss astimated Income — 4 ‘
General fund 30 $0 $0 ]
Publle Employeas Relirement
System
oa i gt S S I
ess eslimated Income ‘
: General fund ]
} Bil Total
' e R ua Chm o s
048 estimaled Income
—— General fund “$0
e
k Senate Bilt No. 2024 - Pubiic Employees Retirement System - House Action
o EXECUTIVE SENATE HOUSE HOUSE
BUDGET VERSION CHANGES VERSION
E Salarles and wages $2,666,188 $2,638,623 $17.824 $2,656,647
; Operating expenses 1,484,604 484, 484,
Contlngancies 260,000 260,000
Tolal all funds $4,400,690 $4,373,027 $17,824 $4,391,164
Less estimated income 4,400,880 4,373,927 12,624 4,391,151
Generat fund $0 $0 $0 $¢
| FTE 29,00 20.00 0.00 20.00
i Dept. 192 - Public Employees Retirement System - Detail of House Changes
i ADDS FUNDING
OMITTED IN
EXECUTIVE
BUDGET FOR TOTAL
NEW HOUSE
EMPLOYEE 1 CHANGES
Salaries and wages $17,824 $17,824
Oneraling expenses
Conlingencles
§ Total all funds $17,824 $17,824
" Loss estimated income 7,82 12,824
E Genoral fund $0 $0
( et FTE 0.00 0.00
| o 1 This amendment adds funding of $11,832 far health banefits and $5,002 for a classification change for a new FTE position added (o the Publio
i‘ . "' Employaes Rellrament System, which were omitted In the execulive budgel tecommendation,
; [
;
! Page No. 1 38047.0201
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Date:03-18-03
Rolt Call Vote # 2

2003 HOUSE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTION NO. SB 2024
House  Appropriations: Government Operations Division Committee

Check here for Conference Committee

Legislative Council Amendment Number 38047.0201

Action Taken Do Pass As Amended

Motion Made By __Rep. Thoreson

Representatives Representatives
Chairman Carlisle
Vice Chairman Carlson

| Rep. Koppelman

Rep. Skarphol
Rep. Thoreson
Rep. Timm
Rep. Glassheim
Rep. Kroeber
Rep. Warner

Total (Yes) 8 No 0

Absent !

Floor Assignment  Thoteson

If the vote is on an amendment, briefly indicate intent:
See attuched amendment
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REPORT OF STANDING COMMITTEE (410) Module No: HR-58-6335
April 1,2003 1:27 p.m. Carrier: Thoreson
Insert LC: 38047.0202 Title: .0400
REPORT OF STANDING COMMITTEE
SB 2024, as engrossed: Aﬂ)roprlatlons Committes (Rep. Svedjan, Chalirman)
recommends AMIENDMENTS AS FOLLOWS and when so amended, rucommends
DO PASS (22 YEAS, 0 NAYS, 1 ABSENT AND NOT VOTING). Engrossed SB 2024
was placed on the Sixth order on the calendar.
Page 1, line 11, replace "1,776,639" with "1,774,885"
Page 1, line 15, replace "4,845,083" with "4,843,329"
Page 1, line 18, replace "2,638,823" with "2,653,654"
Page 1, line 21, replace “4,373,327" with "4,388,158"
Page 1, line 22, replace "9,218,410" with "9,231,487"
Renumber accordingly
STATEMENT OF PURPOSE OF AMENDMENT:
Senate Bill No, 2024 - Summary of House Action
EXECUTIVE SENATE HOUSE HOUSE
BUDGET VERSION CHANGES VERSION
Rstiremant and Invesimant Ottlce
Lota oximaiad incorte Yboiam  dadtom Gile8  Sisiess
Qensral lund $0 "'_"_S% §C
Public Employess Retirament System
Iy a  CURE um e
8
Genoralfund 4400488 %0 —$0 B
BIl Total \
G VR HMR WP Wy
General fund L—'Td 0 . ] 0
Senate Bill No. 2024 - Retirement and Investment Office - House Action
EXECUTIVE SENATE HOUSE HOUSE
BUDGET VERSION CHANGES VERSION
Salartes and wagas $1,705,92¢ $1,776,639 ($1,754) $1,774,086
Oparaiing expénses 986,444 986,444 988,444
Contingencles 82,000 02,000 82,000
Contracted services 2,000,600 2,000,000 2,000,0 00
Total ali funds $4,864,373 $4,645,083 ($1,754) $4,842,320
Leoss aslimaled income 4,864,373 4,845,083 {1,764) 4,843,529
General fund $0 $0 $0 $0
FTE 17.00 17.00 0.00 17.00
Dept. 190 - Retirement and Investment Ottice - Detall of House Changes
REDUCES
RECOMMENDED
FUNDING FOR TOTAL
HEALTH HOUSE
INSURANCE ! CHANC ™S
(2) DESK, (3) COMM Page No. 1 HR-68-6335
uawwg
- - e a1 ' forotiiming and
R . lons of records delivered to Modern Information Systems for m o cte
The nforographic fmages on this #1ln are acourate reprodiot te standards of the Amerfcan National Stendards lns
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REPORT OF STANDING COMM!TTEE (410) Module No: HR-58-6335
Aprit 1, 2003 1:27 p.m. Catrier: Thoreson
Insert LC: 38047.0202 Title: .0400
Salarles and wages ($1,764) ($1.764)
QOparaling expenses
Conlingencles
Contracted sarvices e ————
Total all lunds ($1,764) ($1,764)
Less estimated Income {1,764) {1,764)
Qeneral fund $0 $0 1
FTE 0.00 0.00

1 Tnis amandment teduces the funding for state employee heaith insurance pramiums from $493 par month to $468.70 per month,

Senate Bill No. 2024 - Public Employees Retirement System - House Action

EXECUTIVE SENATE HOUSE HOUSE
BUDGET VERSION CHANGES VERSION
Salarles and wages $2,668,186 $2,638,823 $14,831 $2,6863,654
Oparating expenses 1,484,604 1,484,604 1,484,604
Contingancles 260,00 260,000 260,000
Total all tunds $4,400,690 $4,373,327 $14,831 $4,388,168
Less estimated Income 4,400,890 43771327 14,831 4,388,158
General fund $0 $0 $¢ $0
FTE 29.00 29.00 0.00 28.00

Dept. 192 - Public Employees Retirement System - Detall of House Changes

REDUCES ADDS FUNDING
RECOMMENDED  OMITTED IN
FUNRING FOR EXECI*;ISIVE EUDGET TOTAL

HEALTH R NEW HOUSE ;
INSURANCE 1 EMPLOYEE 2 CHANGES ;‘
Salarles and wages ($2,093) $17,024 $14,691 ‘
Operating expelises
Contingencles
Total all tunds ($2,082) $17,824 $14,831
Leas slimated liicoms {2,899) 17,824 14,831
Qeneral fund $0 $0 $0
FTE 0.00 000 0.00

1 This amendment reduces the funding for stale errployea health Insurance premiums from $493 per month to $489.70 per month,

2 This amandment adds funding of $11,832 far healfh benellis and $5,992 for a ciassification change tor & new FTE positlon added to the Public
Employess Retirement Syslam, which were omitted In the execulive budget recommendation.

(2) DESK, (8) COMM Page No. 2 HR-68-8335
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2003 TESTIMONY
SB 2024

The micrographtec Images on this film are wccurate reproductions of records delivered to Modern Information Systems for microfiiming and
were filmed in the regular course of business., The photographic process meets standards of the American Nat{fonal Standards Inst{tute
(ANS1) for archival microfilm, Nonc7: It the filmed tmage above 1s less legible than this Notice, 1t is due to the guality of the
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Prepared by the North Dakota Legislatlve Councill
staff for House Appropriations
February 27, 2003

““~\Dapartment 190 - Retirement and Investment Office
Senate Bill No. 2024

FTE Positions General Fund Other Funds Total
2003-06 Executive Budget 17.00 $0 $4,864,373 $4,864,373
2001-03 Legislative Appropriations 18.00 0 2,810,847 2,810,847
Increase (Decreass) (1.00) $0 $2,063,626 $2,063,626

' The 2001-03 appropriation amounts include $20,714 from other funds for the agency's share of the $6 millllon funding pool
appropriated to the Office of Management and Budget for special market equity adjustments tur classifled smployees.

|
J‘ Agency Funding FTE Posltions
; $6,00 18.20
; $5.00 18.00 ‘K *K
; 17.80
$4.00
g \ /N
5 43.00 s 17,60
g $2.50 == . 17.40 \ / i\
$2.00 17.20 \ / \
$1.00 17.00 V }H"’
t.‘ ) 1897-88  1989-2001 2001-03 2003-06 16897-99 1989-2001 2001-03 2003-05
— Executive Executive
Butlget Budget
8 General Fund Wl Special Funds

b First House Action

Attached Is a2 summary of the first house changes.

Executive Budget Highlights
(With First House Changes Noted)

General Fund Other Funds Total
1. Removes 1 FTE for vacant adminlstrative assistant | ($28,809) ($28,809)
$2,000,000 $2,000,000

2. Provides funding for retirement administration system upgrade to
raplace current mainframe system

Major Related Legislation
As of the date of this report, no major legistation has been Introduced which affects thls agency.
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EMX, RPOSE
~ "\ Senate Bilt No, 2024 - Fuuding Summary
Executlve Senate Senate
Budget Changes Version
Retirement and [nvestment
Offike
Salaries and wages $1,795,.29 ($19,290) $1,776,639
Operating expenses 986,144 986,444
Contingenctes 82,000 82,000
Contracted services 2,000,000 2,000,000
Total all funds $4,864,373 ($19,290) $4,845,083
Less estimated Income 4,864,373 (19,290) 4,845 083
Ceneral fund $0 $0 %0
FTB 17.00 0.00 17.00
Publlo Employees Retirement
System
Salaries and wages $2,666,186 ($27,363) $2,648,823
Operating expenses 1,484,504 1,484,504
Contingencles 250,000 250,000
Total all funds $4,400,690 ($27,363) $4,373,327
Less estimated income 4,400,690 (27,363) 4,373,327
General fund $0 50 50
FTE 29.00 0.00 29.00
Bill Total
‘Total all fitnds $9,265,063 {$46,653) $9.218,410 ‘
Less estimated Income 9,265,063 (46,653) 9218410 {
~ \) Qeneral fund $0 $0 50
v FTE 46.00 0.00 46,00
Senate Bill No, 2024 - Retlremont and Investment Office - Senate Actlon
Executive Senate Senate
Budget Changes Version
Salarles and wages $1,795,929 (819,290) $1,776,639
Operating expenses 986,444 986,444
Contingencles 82,000 82,000
Contracted services 2,000,000 2,000,000
Total all funds $4,864,373 ($19,290) $4,845,083
Less estimated income 4,864,373 (19,290) 4,845,083
General fund $0 $0 $0
FTE 11.00 0.00 17.00
) .
~—
1 S$B2024
e
M‘ﬁg
The mlorographic fmages on this £1im are sccurate re rodust f 0 Nodarn nfe ‘ ,
were fitmed in th productions of racords deliverad to Modern Inforimation Systems for microfilming and
e regular course of business. The photographic process mests standards of the American Natfonal Standards lm?!gtuu

(ANSL) for archival microfiim,
document bofng £1{(med,

NOTICE:

1f the filmed fmage above

{8 less lagible than this Notfce, it {u due to the quality of the

ol

e y.;f\/gﬂ @l ©0is D{Qﬁ_



R AR

s

R Y. o
N mdﬂ
(e
\

02/24/03

Department No. 190 - Retirement and Investment Office - Detail of Senate Changes

< Removes
Recommended Total Senate
Salary Increase' Changes
Salaries and wages ($19,290) ($19,290)
Operating expenses
Contingencies
Contracted services
Totai all funds ($19,290) ($19,2%0)
Less estimated income (19,290) _ (19,290 g
General fund $0 $0 »
FTE 0.00 0.00 !

! This amendment removes the Governor's recommendation for state employee salary increases and retains the recommended state
payment for health insurance premiums.

T AL e i L it iR

¥
Senate Bill No, 2024 - Public Employees Retirement System - Senate Action {
Executive Senate Senate :
Budget Changes Verslon 7
Salaries and wages $2,666,186 (527,363) $2,638,823 |
| Operating expenses 1,484,504 1,484,504 |
g Contingencies 250,000 250,000 '
Tota} all funds $4,400,690 ($27,363) $4,373,327 f
Less estimated income 4,400,690 (27,363) 4,373,327 :

Cenerat fund $0 $0 {i]

FE 29.00 0.00 29.00

Department No. 192 - Public Employees Retirement System - Detall of Senate Changes

Removes
Recommended Total Senate
Salary Increase! Changes
Salarles and wages ($27,363) ($27,363)
Operating expenses
Contingencles ;
Total all funds ($27,363) ($27,363)
Less estimated income (27,363) (27,363)
Ceneral fund $0 $0 i
FTE ‘ 0.00 0.00 ;
1
y

—hisr

' This amendment removes the Govemot's recommendation for state employee salary increases and retains the recommended state
payment for health insurance premiums,

$B2024
| “J
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Prepared by the North Dakota Legislative Counall
staff for House Appropriations
February 28, 2003

b + ~—epartment 192 - Public Employees Retirement System
' mate Blil No. 2024
FTE Positions General Fund Other Funds Total
2003-06 Executive Budget 29,00 $0 $4,400,690 $4,400,690 i
| 2001-03 Leglslative Appropriations 27.00 0 3,892,490 3,892,490 ‘
increase (Decrease) 2,00 $0 $608,200 $508,200

r ' The 2001-03 appropriation amounts include $33,010 from special funds for the agency's share of the $5 mililon funding pool
‘ appropriated to the Office of Management and Budget for special markat equity adjustments for classified employees.

; Agency Funding FTE Positions
) : '
g $6.00 ' " 30.00 -
A0
: $4.00 )“’
$3.40 28.00
g $3.00 | ——4s2.79— 27.00
§ 26.00
$2.00 25,00 / —
s.' .m 24000
. 23.00
<" sO.m $0.00 " ‘0.00 “-M ‘0-00 22'00
/“’h\ ‘ 199799  1899-2001 2001-03 2003-05 1997-99 1999-2001 2001-03 2003-05
j : Executive Executive
\v/ Budget ‘ Budget
M General Fund M Speclal Funds

First House Action
Aftached is a summatry of the first house changes.

Executive Budget Highlights
(With First House Changes Noted)

General Fund Other Funds Total
1. Adds 1 FTE data processing coordinator iii $37,660 $37,650
Adds 1 FTE audltog i $62,775 $82,775
Provides additional funding to the contingency line for Health Insurance $225,000 $225,000
Portabllity and Accountebility Act (HIPAA) compliance ‘
4. Provides additional funding for salary equily increases for Public $80,362 $80,362

Employees Retirement System employess

Major Related Legislation

House Bill No. 1064 - This bill transfers the administrative responsibility for the Job Service refirement plan from Job Survice North
Dakota to the Public Employees Retirement System Board,

[ i, SenAtG BIll Mo, 2026 - This bill provides that any health Insurance coverage mandate approved by the Legislative Assembly only
\applies to the public employees graup health insurance program for & period of two years during which time the Public Employees
Retirement System Is to evaluate the mandate's costs and benefits and prepare a report for consideration by the noxt Legislative
Assembly in determining If the mandate should be allowed to expire or be expanded to all Insurers.

Senate Biil No. 2033 - This bill provides for state peace and correctionat officers to participat in the National Guard retirement plan.
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Senale Blil No, 2080 - This blll provides that the Public Employees Retirement System est
ablishes a self-insurance pl
and medical benefits coverage to group health Insurance bidding requirements and establishes employer-based wellneps: Erfé’érzaqsf el

Senate Bill No, 2176 - This bill provides that a retiree who accepts a retirement atlowance from a
articipating political sub. !
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j STATEMENT OF PURPOSE OF AMENDMENT; :
o ‘enate Bill No, 2024 - Funding Summary f‘
I ' Executive Senate Senate |
| Budget Changes Version ;
‘ Retlrement and Investment ;
Office
i Salarles and wages $1,795,929 ($19,290) $1,776,639
| Operating expenses 986,444 986,444 |
1 Contlngencies 82,000 82,000 i ,
’ Contracted services 2,000,000 2,000,000 i
’ Total all funds $4.864373 (§19,290) $4,845,083 §
! Less estimated income 4,864,373 (19,290) 4,845,083 3
i General fund $0 ‘ $0 50 i‘
| FTE 17,00 0.00 17.00
' 4
Public Employees Retirement ‘
System I
Salaries and wages $2,666,186 (§27,363) $2,638,823 :
Operating exponses 1,484,504 1,484,504 K
Contingencies 250,000 250,000
4
Total all funds $4,400,690 ($27,363) $4,373,327 . ‘
Less estimated income 4,400,690 (27,363) 4,373,327
General fund $0 $0 30 4
FIE 29.00 0.00 29.00 5
o Bill 'Total j
. Total all funds $9,265,063 ($46,653) $9,218410 ’
Less estimated income 9,265,063 (46,653) 9218410 ¢
Genera) fund $0 $0 $0 )
FTE 46,00 0.00 46.00 3
]
| |
; Senate Bill No, 2024 - Retirement and Investment Office - Senate Action ;
}
: Executive Senste Senate f
i Budgel Changes Version !
Saluries and wages $1,795,929 (519,290) $1,776,639
Operating oxpenses 086,444 086,444
Contingencies 82,000 82,000
Contracted services 2,000,000 2,000,000
Total all funds $4,864,373 ($19,290) §4,845,083
Less estimated Income 4,864,373 {19,290) 4,845,083
Qeneral fund $0 $0 $0 \
FTE 17,00 0.00 17.00 1
!
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Department No. 190 - Retivement and Investment Office - Detail of Senate Changes . :
Removes ( :
(/“\ Recommended | Total Senate
Salary Increase! Changes }
Salaries and wages {$19,290) ($19,290) {
Operating expenses
Contingencies i
Contracied services ,
Total all funds ($19,290) ($19,290) 1
Less estimated income (19,290 (19,290} ¥
General fund 50 50 ;
FTE 0.00 0.00 é
i

' This amendment removes the Governor's recommendation for state employee salary Increases and retains the recommended state
payment for heaith insurance premiums,

Senate Bill No. 2024 - Public Employees Retirement System - Senate Action

T T A e i e o

Executive Senate Senate

Budget Changes Version =
Salaries and wages $2,666,186 (827,363) $2,638,823 ( e
. Operating expenses 1,484,504 1,484,504 A
£ j Contingencles 250,000 250,000 |
d Total all funds $4,400,690 (527,363) $4,373,327 ;
Less estimated income 4,400,690 (27,363) 4,373,327 i
General fund 3 $0 () !
I
FTE 29.00 0.00 29,00 {

Department No. 192 - Public Employees Retirement System - Detail of Senate Changes

Removes

Recommended [ Total Senate

Salary Increase! Changes
Sularies and wages ($27,363) (§22,363)
Operating expenses i
Contingenates |
Total all funds | ($27,363) ($27,363) %
Less estimated ircome (27,363) (27,363) 5
General fund $0 $0
FTE 0.00 0.0

" This amendment removes the Governor's recommendation for state employee salary increases and retains the recommended state
payment for health Insurance premiums,
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Prepared by the North Dakota Leglslative Counail
staff for House Appropriations
Revised March 6, 2003

Department 190 - Retirement and Investment Office ‘
" Senate Bill No., 2024 ,

; FTE Positions General Fund Other Funds Total J
; 2003-05 Executive Budget 17.00 $0 $4,864,373 $4,864,373 |
2001-03 Leglslative Appropriations 18,00 0 2,810,847 2,610,847' !
Increase (Decrease) (1.00) $0 $2,063,626 $2,063,626

! The 2001-03 appropriation amounts Include $20,714 from other funds for the agency's share of the $5 milllon funding pool i
appropriated to the Office of Management and Budgst for speclal market equity adjustments for classified employees. :

Agency Funding FTE Positlons ‘

) $6.00 18.20

$5.00 sass|  18.00 LA—‘% x
17.80 AN

$4.00
g 17.60 [\
§ o /N
s 17.40 \ 1 \
2.00
$ 17.20 ‘
$1.00 17.00 M T ;
‘ $0.00 $0.00 16,80 ;?
o 1897.89  19909-2001 2001-03 2003-05 1997-99 1995-2001 2001-03 2003-05 {
f ) Executive . Executive |
I Gonerat Fund Il Special Funds ‘

| First House Action
Attached Is a summary of the first house changes.

Executive Budget Highlights
(With First House Changes Noted)

General Fund Other Funds Total
1. Removes 1 FTE for vacant administrative asslstant | ($57,618) ($57,618)
2. Provides funding for retirement administration system upgrade to $2,000,000 $2,000,000

replace current malnframe system

Major Related Legistation
As of the date of this report, no malor leglslation has bean Introduced which affects this agency. :
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Salaries and wages
Operating expenses
Contingenctes

Contracted services

Total all funds
f Less estimated income

: General fund

FTE

Removes
Recommended Total Senate
Salary Increase! Changes
(819,290) ($19,290)
($19,290) ($19,290)
(19,290) (19,290)
$0 $0
0.00 0.00

‘ . Department No. 190 - Retirement and Investment Offlce - Detall of Senate Changes

' This amendment removes the Governor's recommendation for state employee salary Increases and retalns the recommended state
payment for health insurance premiums,

02/24/03

(‘\

# \ Salaries and wages
Operating expenses
N Contingenoles
Total all funds
Less estimated Income
QGeneral fund

! FTE

Salarles and wages
Opetating expenses
Contingenoles

Total all funds
Less estimated Income

General fund
FTE

Senate Bili No. 2024 - Public Employees Retirement System - Senate Actton

Executive Senate Senate
Budget Changes Yerslon
$2,666,186 ($27,363) $2,518,823
1,484,504 1,484,504
250,000 250,000
$4,400,690 ($27,363) 54,273,327
4,400,690 (27,363) 4,373,327
$0 $0 $0
29.00 0.00 29.00

Removes
Recommended Total Senate
Salary Increase’ Changes
($27,363) ($27,363)
($27,363) ($27,363)
(27,363) (27,363)
$0 $0
0.00 0.00

oemy, payment for health insurance premiums,
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Department No, 192 « Public Employees Retirement System - Detail of Senate Changes

! This amendment removes the Governor's recommendation for state employee salary increases and retains the recommended state

The micrographic images on this f{lm are accurat
were filmed {n the regular course of buslnesa.a eﬂl\‘

(ANSI) for archival miorofitm, NOTICE: 1f the

document being f1imed,

eproductions of reco
¢ photographic

process meets s

filmed image above {a less

$B2024

|

rds del{vered to Modern lnforma“tmi&\ -é;s'temwf;:h-i-crofllmi
tandards of the Amer{can National Standards Im?iotuut‘:‘
than this Notice, 1t {8 due to the quality of the

wlis bz

Date

e




g\\\w‘m

~

PR I e X e g

IR

it e et

Ly e

R

e .

n r:‘ ‘;;Ji

#

sB aocay ENhbt 3

A WU

1. What Is the maln purpose of your agency?

The North Dakota Retitement and Investment Office (RIO) was created by the 1989 Legislative
Assembly to capture administrative and Investment cost savings In the management of two
important long-standing state programs-the retirement program of the Teacher's Fund for
Retirement (TFFR) and the investment program of the State Investment Board (SIB).

2. How do you measure the achlievement of your purpose?

o SIBclients recelve cost-effective investment services directed at meeting their written
financlal goals under the Prudent Investor Rule.

SIB clients recelve investment returns consistent with their written investment pelicies
and market variables,

Potential SIB clients have access to information regarding the investment services
provided by the SIB.

TFFR benefit recipients receive their retirement benefits in a cost effective and timely
manner,

TFFR members have access to information which will allow them to become knowledgeable
abo!it the issues and process of retirement,

SIB clients and TFFR benefit recipients receive satisfactory services from the boards
and staff of the of fice,

All operations of the Retirement and Investment Office are ovetisesh by the State Investment
Board and the Teachers' Fund for Retirement Board. For many years, these boards have set
performance based objectives for their respective programs. The objectives are presented as
“ands” to be achieved. The achievement of these ends Is reviewed quarterly through monitoring

reports and annually through more in-depth reporting to the boatrds.

The misslon statement in the box above identifles the broad ends for RIO as set forth in the
agency Governance Manual, as established by the administrative board for the agency, the SIB.

State Investment Board

Investment expenses are tracked and compared to other similar measures to determine cost
effectiveness. Investment expenses Include investment office expenses, consultant fees,
money manager fees, and master custodian fees. Due to wide variances In investment program
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structures across the comparable Institutional investment pool universe, the comparison Is
made In the context of relative Investment exposures. Absolute and relative performance are
also closely monitored as well as dispersion from designated asset allocation frameworks.

Teachers’ Fund for Retirement

There are a number of ways to measure achlevement of TFFR's purpose. The most obvious Is
plan benefits. Undoubtadly, the benefits avallable under the retirement plan must be considered
in context with the demographics of the system, Soclal Secutlty coverage, actuarlal and
financlal soundness of the plan, and investment structure. Another measure is retirement
program cost per member. This measurement Is most pertinent in relationship to historical
costs and plan specific services since compatisons with other systems are inherently indirect
and may be misleading. Staff size In relation to the numbet of members served Is also
considered. Aithough staff sizes vary by type size, and complexity of the system, they appear to
exhibit certain economies of scale. Finally, TFFR measures how well they serve thelr clients—
the active and retired teachers of this state. Evaluations indicate that member satisfaction with

TFFR programs, services, and informatlon is very high.

3. What can the legisiature do, financially and otherwise, to help you achleve your purpose?

Historically, RIO has enjoyed a positive working relationship with the legislature. BIO has been
fiscally responsible in meeting budget guidelines and In streamlining operations while
maintaining and improving a high quality level of services to Its clients. The legislature has done
a fine job In understanding the misslon of the agency and providing budget approval to meet
reasonable objectives. The legislature has also worked closely with the staff and actuarial
cohsultants of RIO to review and occaslonally improve benefits granted to participants in the
TFFR. The legislature has also taken the opportunity to understand the SIB program and
enable legislation that allows the SIB to maintain a successful investment program while
meeting fiduclary responsibilities to its clients and beneficlaries, As a special fund agency, RIO
has not, and will not, seek general fund dollars to achleve its cbjectives.

4. How can you report (measure) your results so the public can easily understand your purpose
and evaluate your effectiveness?

The programs administered by RIO are somewhat complex and are subject to quantitative and
qualitative measurement. In general, we have found that the public and participants measure
the success of the TFFR program by the level of benefits provided relative to simllar systems in
this country, Observers also focus on the financial stature of the fund by examining the “funded
ratio”, a measure that identifles the assets present in the fund relative to liabilities.

The mission of the SIB is essentially to put its clients’ asset allocations to work In the securities
matrkets and to add value to the return available in the marketplace as measured by recognized
indices. Therefore, while absolute performance Is of Interest and Important in the long run,
relative performance Is a key focal point for observers of the SIB program.

These measures are relevant to the concerns of legislators, state officlals, plan participants and
the general public. They are also easlly measured and understood.
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TESTIMONY
OF
SPARB COLLINS

ON SENATE BILL 2024

Mr. Chairman, members of the committee, good morning. My name is Sparb Collins, |
am Executive Director of the North Dakota Public Employees Retirement System, or
PERS. Before getting Into our budget request | would like to highlight for you the
vatious programs administered by North Dakota Public Employees Retirement System.
Our name is not fully reflective of our responsibllities. While PERS does administer a
Retirement Program, that is five Defined Benefit Plans and two Defined Contribution
Plans, we also administer other types of employee benefit programs. These include the
Retiree Health Insurance Credit Program, the Group Health Insurance Plan, the Group
Life Insurance Plan, the FlexComp Program, a Dental Plan, a Long-Term Care
Program, a Vislon Plan and an Employee Assistance Program. In addition we

administer on an “administrative service only” basis the Job Service Retirement Plan

and the 27-17 Judges Plan.

In fact one of the biggest challenges PERS has faced Is the growth in program

responsibllities. The following table chronologically shows the additional responsibilities

assigned to the agency.
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You will note in the above that additions are proposed into this biennium with the

transfer of the Job Service Retirement plan, OASIS and the proposed new LaW

Enforcement plan. In addition other legislation assigns to us Mandate analysis

responsibilities relating to the health plan. We have appreciated the confidence you and

others have shown in us in considering and assigning these responsibilities to PERS.

In addition to new responsibilities another challenge we have encountered Is the growth

in membership in our programs. The following tables show how our retirement, health

plans and voluntary plans have grown over the past decade. Since much of this s

voluntary participation we know we must provide sound programs in order to maintain

the satisfaction of those joining PERS for the services and products we offer.

NDPERS

Health Plan Me
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NDPERS

| Retirement Plan Membership |
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NDPERS

Deferred Compensation Plan Membershlp
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NDPERS

Voluntary Insurance Plans Membership
{Dental, Viston, Long-Tenn Care)
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;l The addition of these programs and members has also allowed us to diversify our staff
p |
,\ over greater membership and programs. One way we measure how we are doing is to ‘
determine our cost per member. We determine this by taking the total membership in
i each program, totaling it and dividing it into the administrative budget. This tells us how
|
| we are doing administratively in terms of the level of effort for what we do and allows us
% to compare with others. It shows us that while the budget you have approved for us has '
! increased over time like all state budgets:
NDPERS
Appropriated Expenditures
$2,500,000
$2,000,000
$1,800,000
|
| 1,000,000 |
/\ $500, 000 .
162% Increase |
“K-. 1960 1960 1901 1662 1000 1004 1004 19068 1007 1908 1000 2000 2001 2002 2003* 2004* 2008 | ' !
* - Estimated g -
| The result is that our average cost per member or level of effort has remained fairly | |
stable: l
|
NDPERS | J
Appropriated Per Member : '
$20.00
$18.00
$16.00 !
$14.00 !
$12.00 |
$10.00 }
$8.00
o $6.00
fomny $4.00 1
\ > | $2,00 .
$0.00‘m 1000 1900 001 1902 10 1904 1005 1008 1067 1008 190 2000 2001 2002 2003° A4 206*
‘ - Estimated
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Consequently, while our administrative budget has grown over the years the expansion

in program responsibllities and membership has allowed us to maintain a fairly even
level of effort or cost per member as shown In the above table. Another measure is

how we compare to others in the retirement area; the following Is how we compare:

PERS .54 Staff/ 1000 members
PPCC 2.35 Staff/ 1000 members (.66 for small plans)

However our true cost to the state is not In our appropriated budget, since it is funded
out of our programs, but rather is in the total cost of those programs. Our two major

programs are retirement and health.

In the retirement area PERS has never increased the cost of that program to our
participating employers since inception. Today our required empioyer contribution is
4.12% and employee contribution is 4%. An additional 1% goes to the retiree health
program. As we compare to other public plans we find that according to the Public

Pension Coordinating Councll the average employer contribution is 10.6% and the

average employee contribution is 5.4%. Our employer contribution in less than half the

average. Concer:iing the benefit provided that same survey indicates the average

multiplier is 2.11 for public plans and for general systems such as PERS It is 1.85. Qur

multiplier is 2, Thus our cost is lower than average and our benefit is on par with others,

Relating to the health plan we have not increased our administrative charges to the plan

in over 6 years and In fact the rate is lower now then in the early 90's.  We are again
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not increasing it for the next blennium. Concerning the total premium we note a central

personnel survey that finds our plan costs to be among the lowest In the reglon,

While we have been able to achieve our objective of providing sound benefits at a low
cost to our participating employers we have also been concerned with meeting the
needs of our members. The following information is taken from our biennial survey of

our members and shows that are members are using our services more which we feel is

very positive:

NDPERS

Members Who Have Contacted The PERS Office

70.0%
60.0%
£0.0%
40.0%
30.0%
20.0%
10.0%

0.0%

Souvce »

To us this means that we are responding to a need. In responding to our members the

following Is some statistics about what we do to provide this assistance:

................................................

52,1% 52.3%

B o pe-3ev PIRRsti v R . SN R U R

.....................................

................................................

uuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuu

1991 1003 1996 1697 1900 2001

NDPERS Blennial Membaership Surveys

,‘ PERS SERVICE STATISTICS

» 100,000 CALLS « 140,000 RET, PYMTS,
x 1,200 APPOINTMENT  « 3,000 DEF, COMP.
» 5,200 NEW GRP INS AGMTS.

APPS, » 36,000 FLEX CLAIMS
v 24,000 IBS CHKS « 70,000
» 4,200 RET, ENRLMTS, CORRESPONDENCE
o 1,500 PURCHASE EST, v 5,100 BENEFIT EST,
» 900 NEW RETIREES « 186,000 DOC FILED
« 10,000 ADDRESS CHG,
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We also find that the members are satisfied with the services they recelve:

NDPERS

Members Pleased With Services Recaived
From Contacting The NDPERS Office.
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Source - NDPERS Blennial Mernbership Surveys

This is especially satisfying to us In recent years since the benefit levels have had to be

reduced in the health plan and dental premiums had been going up.

S R

Lastly, we are concerned with maintaining the quality of what we do. To that extent we }

have sought national review of our systems and other reviews as hoted in the following:

i PERS CERTIFICATIONS

» lmﬁ% & 2000 PUBLIC PENSION ACHIEVEMENT
AWARD

» CERTIFICATE OF ACHIEVEMENT FOR EXCELLENCE
IN FINANCIAL REPORTING 1996 - 2001

v 1999 & 2003 CERTIFICATE OF APPRECIATION FROM
THE ASSOCIATION OF FORMER PUBLIC; EMPLOYEES

« UNQUALIFIED AUDIT OPINIONS FOR OVER 15
YEARS

q

Consequently, with your support we have been able to kéep our administrative costs

RTINS TP I EPE L

low, provide a competitive level of benefits, take on additional responsibiiities and !

provide a service to our members that are valued. We have truly appreciated your help

and suppor.
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With that background in mind | would now like to get into the specifics of our budget.

Our base budget request was for $4,117, 490 as shown In the following:

as follows:

& PERS CHALLENGES

» CHALLENGES
« COMPETITIVENESS
« WORKLOAD
« TECHNOLOGY
« FIDUCIARY RESPONSIBILITY
i « MEMBER & EMPLOYER SERVICES

MMMt L A ek wd b A s o

%
\
| \ !
! ' }
! W 589 . *
s 3-05 Base Budget Requesi, by Line Item - gg ﬁjoogft?heebbuuddgge(:tllsss(?;ae?aet?ng' !
| Salary‘& VYggﬁ $2,382,986 58% (T is 43% ) l
| Operating Expenses $1,484,504  136% ®m Contingency Is 6% (INCREASED
5’ Capital Improvements 50 % DUE TO HIPAA) i
! Conlingency $250,000 % ',
Total 64,117,490 [100% "
:}
This base budget Is broken down Into our programs as follows: :
J
® Half the agency's efforts are for :
03-05 Budget Request, by Line liem retirement
Retirement 92,225,663  ls4% R 40% of our efforts are for group
Group Insurance 1,616,277 9% insurance
lexComp $275,550 7% W 7% is for flex
Tolal 4,117,490  [100% !
We appreciated the Governor's consideration and support of several additions to our _{
/w budget that are before you today and we also would request your support. These §
R additions relate to the challenges we see before us today as we look ahead to . i
continuing to meet the needs of our members, our expanding programmatic ’
responsibilities and needs of our employers while maintaining a cost effective program.
Specifically as we look to the future we see challenges to the agency in several areas
and as a result we have developed proposals to respond. The challenges we see are

LT e e et R T e e .
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Concerning competitiveness we are concerned with retalning our existing employees

and their expertise. It is only as a result of this retention that we have been able to

/N continue to do more. Therefore:

Nt e M T i e et R i

,WOMPETITIVENESS %
a REQUEST w REASON :
« Equity Adjustments « PERS Staff continue to

lag behind other state
employees in salary

« Statewlde comp ratlo Is
96, PERS Is .84

« Internal study shows
PERS behind other
employees in comparable
grades & with similar
YOS

L G

Two bienntum’s ago we requested half the amount we needed to catch up and you

approved it. That was very helpful. This biennium we are requesting funding to

continue that effort.

The second initiative approved by the Governor related to maintaining a position that we

were not able to include in our base budget and making it permanent. This relates our

workload challenge.

_& WORKLOAD
« REQUEST « REASON

#
« Maintain Temporary « Part of agency staff 1
position and make since 1998 :
permanent « Workload has not 4
decreased ;‘;
« Enroliments continue 3
to go higher b
» New programs %

« Program changes -y
« Client diversity

Page 9 of 12
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As discussed above since 1998 the number of plans administered by PERS has
increased. Specifically the new defined contribution plan and PEP programs were
added In 1999 and In 2001 the new legislative flex program. In this year we are talking
about adding the OASIS plan (HB 1063), the Job Service Plan (HB 1064) and new Law
enforcement Plan (SB 2033). In addition this year we added a vislon plan to our
voluntary programs. You will also note that our total membership has increased over

15% since 1999. Thus to lose this position at this point would affect us dramatically.

The third initiative in the Governors budget is for an additional internal auditor and

relates to our fiduciary challenge.

w REQUEST w REASON
= FULL TIME « SCOPE OF AGENCY
INTERNAL AUDITOR RESPONSIBILITIES

= RISK MANAGEMENT
= BCBS CONTRACT

As we have learned In the last several years in the corporate world it is important to
have a strong internal audit function, Our internal auditor reports to our board and
provides necessary oversight of our programs. With the amount of outsourcing that
PERS do!es of its program functions we need to be able to oversee those funds with a
greater deal of attention. In the insurance plan we will now be paying BCBS over $100
million a year on behalf of our participating employers and retirees. We should be

applying more attention to this area as well as others. Ths addition of this position will

get us to a better level of oversight.
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Not funded In the executive budget was our initiatives relating to technology and

N

member services. Concerning member services challenge we had requested:

LElMEMBER SERVICES

w REQUEST w REASON 2
; « MEMBER « COMMUNICATION &
COMMUNICATIONS EDUCATION
i {newletter & travel) « RISK MANAGEMENT )
| « NATIONAL }
: EXPECTATIONS i
= REASON ~’
n REQUEST « ENROLLMENT &
= VIDEO CONFERENCING OUTREACH PROGRAMS
= REDUCE CONSULTANT
TRIPS

We think that by applying more technology to the way we do things, with increasing the

use of emall instead of mall and maybe web casting instead of travel we may be able to

/» continue these functions even without the budget increase. Concerning video |

~_ ' conferencing we have worked out an arrangement to use the BCBS system for the next

several years and this will help to offset this effort. In fact we have been using It for our
} board meetings with the result that our consultants have not had to travel to us and our
board chair has not had to travel from Fargo. We see this technology as only growing in

use and application in the future with important implications for us.

Lastly, was our proposal relating to our technology challenge. This was not funded in

the executive budget and if possible we would appreciate your consideration and

T VAl M A N T e . S £

possible inclusion of this initiative. Specifically we requested the following: 3

¥
::":’\"‘i'
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A ,%TECHNOLOGY |
s REQUEST « REASON

« EXPAND . WORKELOW &
ELECTRONIC ELECTRONIC FORMS
DOCUMENT MGMT. . }g&%%%msu
SYSTEM PROJEGTS

« INCREASE FTE TO
FULL TIME

N A R it D,

The cost of this request Is $ 76,284 which $37,184 Is salaries and $39,100 operating.

As mentioned earlier we believe that investments in technology will help us to become

more efficient, accurate and allow us to do more in the future. It is only through the

investment in technology to date that has aliowed us to do what we are doing today.

Mr. Chalrman and members of the committee | would again fike to thank you for your .

past support. All of what we have been able to do would not have been done without

that support, We would appreclate your positive consideration of the Governors
recommendation and If you could the technology Initiative as well. Again our thanks

and thank you for providing us this opportunity to appear before you today.
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ND RETEIREMENT AND |
INVESTMENT OFFLCE ‘

TESTILMONY ON
Senate Bill 2024}

/5\ Januvary 23, 2003

STEVE COCHRANE, EXECUTIVE DIRECTOR/CIO
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'MSI sent a Request for Information (RFI) to each of the 9 vendors, The RFI contained a detalled.

v

BASE BUDGET

The Retirement and Investment Office (RIO) Base Budget was submitted at 100% of the prevlous‘

blennium's budget. Our base budget request Is $2,864,373. We have also requested a centain line Item
beyond the 100% that we would like to have included in our budget and that OMB and the Governor have
recommended for inclusion. This item relates to money being set aside to enable RIO to obtain and
implement a commercially avallable pension benefits administration software package. The total dollar

impact of this additional item is $2,000,000.
TFFR PENSION SYSTEM UPGRADE PROJECT
Chronology and Context of Optional Budget Request

1999 — 2001

RIO staff identified the need for an outside study of pension software solutions to replace or
upgrade the existing TFFR mainframe computer system. The current system was originally
designed and bulit almost 20 years ago (1984-85) using technologies that, although currently
supported by ITD, are no longer commonly used in modern computer systems, and may not be

supported by ITD after 2012,

Concemns with the current outdated mainframe system include the increasing high costs for
program updates, slow response time for program updates, poor reporting and access to data,
need for software to be table-driven to address frequent changes, and need to web-enable

information for members and employers. ‘

The goal of a new or rebuilt system is to improve service to TFFR members, increase reliability,
provide tools for improving staff productivity, and enhance system integration capabilities.

RIO staff included feasibility study in the 2001-03 IT Plan submitted to State ITD.

July 2001 — February 2002

RIO staff began exploting various alternatives for consulting services to conduct a feasibllity study.
Identified a consultant who was experienced In pension system issues and who had been invoived

in IT projects with other ND state agencies.

March 2002

RIO staff discussed IT plan and current mainframe system issues with TFFR Board. Board
approved consulting contract with MS| to conduct a feasibility study (Phase 1)

April — May 2002

MS! complled a list of 30 pension product vendors, Based on factors such as experience with
public pension software implementation, length of time In the industry, and a preliminary checklist
screening, MSI reduced the contenders to a field of nine.

list of TFFR requirements; the vendors compared their software to the requirements list and

s !{é,.'w
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marked each as Included in the base product, avaltable with custom programming, or not
avallable, The vendors' responses also included estimated costs for budget purposes and a plan

for Implementation and conversion. ;

~

" June 2002

MSI presented the results of the business needs analysls and market survey to the TFFR Board, ;
MSI estimated that replacing RIO's current mainframe pension management system with either |
commercial off-the-shelf software or building a custom replacement system would cost about $2 ’

million,

The Board approved $2 milllon In 2003-06 optional budget request. RIO staff included $2 million
pension replacement project in the 2003-06 IT Plan submitted to State ITD.

July - December 2002

TFFR Board reviewed and approved a proposal for a detalled vendor and product evaluation
conducted by MSI and RIO staff (Phase 2). |

MS! offered the best qualifled vendors the opportunity to visit RIO to examine TFFR business .
processes and demonstrate their pension software. Vendors selected were !
C-PAS, LRS/PensionGold, Peoplesoft/Maximus, and Covansys. |

T, i+ -

The vendors demonstrated thelr software in an interactive, question-and-answer setling. Staff

membetrs from ITD, OMB, and PERS were Invited to participate. The vendors also Interviewed RIO

.. wetaff members to bulld an understanding of existing business processes. Finally, the vendors met

ith state ITD to discuss Issues such as (1) compliance of vendor software with ITD architectural

direction, programming methodology, and intemet accessibllity; (2) hardware and software
requirements; (3) seourlty; (4) conversion of current data.

{

To ensure that RIO's selection process would comply with the state procurement guidelines for IT
purchases, MSI Consultants and RIO staff had a serles of discussions 'with state ITD and

Procurement Office personnel,

January — April 2003

Two vendors are returning to RIO to complete demonstration of employer reporting cornponents
and specific pension software solutions,

MSi consultants will present their analysis to the TFFR Board outiining the functionality of the
vatious pension products.

Awalting legislative action on RIO optional budget which containe authority to spend up to $2
million to replace existing penslon administration system,
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CURRENT OPERATING EFFICIENGIES

The Legislature allowed for an additional FTE during the 2001-2003 session to assist in the areg

/.of\ accounting for the Slate Investment! Board.

ministrative staff has resigned to pursue employment opportunities.

Since that time, an FTE serving on th

Following an internal

unalysis of Job functions and work process procedures, RIO opted not to fill this vacant position.
Total FTE’s requested has declined from 18 to 17 with the submission of this biennial budget,

D P SRS

Retirement and Investment Office
Investments Under Management vs FTE's ‘
53336015
o — Investments
Under Mgmt
ms}‘;o“; 684 — o o (in $000)
oas " — FTE's
16,00 17,00
1989 1991 1993 1995 1997 1999 2001 2002
1989-1991 Biennlum [ $ 66,846,000 Investment Dollars per FTE .
f | 2003-2005 Requested | $196,236,000 Investment Dollars per FTE
State Investment Board
Investments Under Management vs Budget
——
/, $3,336,015
/ — Investments
Under Mgmt
pd (In $000)
/____/ —— Budget
#.ooz.% $016,338
e
$691,860
1989 1991 1993 1995 1997 1999 2001 2002

aan —

' +-4.1989-1991 Biennium

$1449 Investment Dollars per Budget Dollar

$4092 Investment Dollars per Budget Dollar

\_2003-2005 Requested
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A ND Teachers' Fund for Retirement :
| Investments Under Management vs Budget |
|
$1,163,319 :
I —— Investments
‘ Under Mgmt
{In $000)
— Budget
$403,174
2,049,036
$1,286,812
1989 1991 1993 1995 1997 1999 2001 2002
b dget Dollar
7~ \1989-1991 Blennium $313 Investment Dollars per Bu
“\‘,.«/2003-2005 Requested Base $563 Investment Dollars per Budget Dollar
2003-2005 Requested Base + Optional | $285 Investment Dollars per Budget Dollar
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SUPPLEMENTAL INFORMATION

Who is RIO?

e g o

-y S i SR

North Dakota Teachers’ Fund for Retirement
“ ND State Investment Board

CHAPTER 54-52.5
STATE RETIREMENT AND INVESTMENT OFFICE

54.52,5-01, North Dakota state retirement and investment office. The state retirement and
investment office is created to coordinate the activities of the state investment board and teachers'

j
" fund for retirement.
|
}
!

54-52.5-02. Governing authority. The state investment board shall govern the state retirement and
Investment office. The state investment board is responsible for overseeing and operating the agency
, and may do all things necessary to coordinate the activities of the state investment board and the |
f teachers' fund for retirement. The board of trustees of the teachers' fund for retirement and the state
| investment board shall maintain their legal Identities and authority as otherwise provided by law.

54-62.5-03. State retirement and investment fund - Cost of operation of agency. A special fund

| known as the "state retirement and investment fund" Is established for the purpose of defraying

| administrative expenses of the state retirement and investment office. The actual amount of

| administrative expensaes incurred by the state retirement and investment office must be pald from the

! respective funds listed under section 21-10-06 and are hereby appropriated o the state retirement
and investment fund In proportion to the services rendered for each fund as estimated by the state
investment board. The amount necessary to pay all administrative expenses of the state retirement

. and investment office must be pald from the state retirement and investment fund in accordance with
"the agency's appropriation authority. Any interest income earmed on the state retirement and

nvestment fund mus! be cradited to the fund.
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MISSION STATEMENT
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7N RETIREMENT AND INVESTMENT OFFICE
®

i
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The North Dakota Retirement and Investment Office (RIO) exists in order
that: :

-~ »

AT e e,

SIB clients receive cost-effective investment services directed at meeting their
written financial goals under the Prudent Investor Rule. :

,_

SIB clients receive investment returns consistent with their written investment
policies and market variables.

Potential SIB clients have access to information regarding the investment services
provided by the SIB.

TFFR benefit recipients receive their retirement benefits in a cost effective and
timely manner.,

TFFR members have access to information which will allow them to become
knowledgeable about the issues and process of retirement,

SIB clients and TFFR benefit recipients receive satisfactory services from the
boards and staff of the office.
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Ex Officio Memb TFFR Board PERS Board
Lt. Governor Dalrymple Dr. Mark Sanford Howard Sage
Kathi Gilmore Paul Lofthus Weldee Baetsch
Jim Poolman Norm Stuhimiller David Gunkel

Brent Edison

/) Gary Preszler ‘

11 Members

v “g\“j ﬁ y“ (‘"I SRRy Iy ”
A VL M v

As of June 30, 2002

* $3.34 bb in total assets
* 20 accounts including PERS, TFFR, WCF
* $2.3bb Pension Trust

* $985 mm Insurance Trust

* 11 asset classes

* 25 external investment managers
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STATE INVESTMENT BOARD MEETINGS

Regularly scheduled SIB meetings are held eleven times per year (monthly except
December), ~

; The SIB has one standing committee, the Audit Committee, which meets quarterly
; (August, November, February, and May).

Statutory Authority of the State Investment Board

North Dakota Century Code 21-10-06
Relates to the Responsibilities and Function of the State Investment Board

T ™ SRt = e
T —

| Accounts, The board is charged with the investment of the following funds:

State bonding fund.

Teachers’ fund for retirement,

State fire and tornado fund.
Workers’ compensation fund.
National guard tuition trust fund.
Public employees retirement system,
Insurance regulatory trust fund.
State risk management fund.
Veterans' cemetery trust fund
Health care trust fund

-

) 1.

§ 2

t 3
4,
5
6.
7
8.
9
1

.o.

Separate accounting must be maintained for each of the above funds. When it is
deemed advantageous the moneys of the Individual funds may be commingled for |

investment purposes.

The state Investment board may provide Investment setvices to, and, manage the j
money of, any agency, Institution, or political subdivision of the state, subject to |
agreement with the industrial commission, The scope of services to be provided by |
the state Investment board to the agency, Institution, or political subdivision must be
specified in a written contract. The state Investment board is authorized to charge a |
fee for providing investment services and any revenue collected must be deposited in

the state retirement and investment fund.
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Ten contracted funds:

City of Blsmarck employees pension plan

City of Bismarck police pension plan

Job Service North Dakota pension plan

PERS retiree health fund ‘
Veterans post war trust fund

ND assoclation of counties fund

ND assoclation of countles program savings fund

City of Bismarck deferred sick leave fund

PERS group insurance fund

Fargodome permanent fund

- -
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Running the Machine
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The Northern Trust

Safe-keep assets
Settle trades ¢ Performance .
Record-keeper ,
Securities Lending ¢ Manager searches !
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RIO Staff
Custodian Bank Investment Program (4.65 FTE's)

s  MANAGER OF MANAGERS

Investment Consultant
Callan Associates

o Devise and administer overall investment
strategy measurement
»  Maximize risk/return opportunities within

¢ Provide education
each asset class

Speclal projects

o Lialson between SIB und Managers, %
Consultant and Custodian :

o Monitor individual funds' investment
guidelines and asset allocations

¢ Maintain separate accounting for 21
individual funds

Investment Managers
26 managers

Implement specific mandates or “investment missions® .
Make buy/sell decisions based on investment guidelines
Report to RIO staff on a regular basls

Provide education
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™ INVESTMENT ADMINISTRATION
The staff of RIO deals directly with the
21 SIB client funds, This includes daily
correspondence regarding funds
transfers, monthly reporting of financial
and investment information and annual
reviews of Investment guidelines and
performance,
N
- /‘
l 4
On a monthly basis, the Fiscal Management staff at RIO. reviews the qc'r.iviﬂes :.f 4‘2
individual manager accounts from the custodian bank's frepor;n?g :yffem. *‘:P::emcfro:g:dmnm
d financial statemen .

then allocated to all of the participating funds an . |

addition to this, each month the asset allocation of each fund is monitored to ensure that

each fund is within a target range of its policy allocation.
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Who is the.
Teachers' Fund
for Retireme

Ex Officio Members Goverpor Appointed ;

Wayne Sanstead Dr. Mark Sanford (represents administrators) .

Kathi Gilmore Paul Lofthus & Barb Evanson (represent active teachers) |
Norm Stuhimiller & Clarence Corneil (represent retired teachers)

i 7 Members
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As of June 30, 2002

* $1.165 billion in investment assets
* 11,379 active/inactive members
| % 5,054 retired members/beneficiaties
* $1,152 average monthly benefit
* $5.6 million in benefits paid monthly
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g WHAT IS TFFR?
D TFFR Mission Statement TFFR is  qualified defined benefit
public pension plan covered under ;
The mission of TFFR, aitr‘usf fund, is ;o ac:vocafe Section 401(a) of the Internal
for, develop, and administer a compre ensive Revenue Code (IRC). In simpler terms, |
ret:‘remen'r program for c\’ll trust fund imembers TFFR is o fax-exempt pension plan
within the resources available. where benefits are defined by state /
law, |
TFFR Goals North Dakota Century Code (NDCC)

Chapter 15-39.1 and Title 82 of the |
North Dakota Administrative Code
(NDAC) contain the actual language ;
governing the Fund, ‘

¢ To provide a replacement income equal to 60
percent of the final average salary of a
career employee who has 30 or more years

of credited service. The TFFR plan is funded on an |
e To provide ad hoc biennial benefit increases actuarial reserve basis, That s, money i

and 2% annual benefit increases for retired is invested for future retirement :

. members and beneficiaries to provide benefits while meinbers are actively !
f'\ ~ income protection and assist retirees in teaching. Benefit funding comes from e
~. “accessing affordable health insurance. three sources: \;

: » Member assessments E

~* To continue providing statewide pre- e Employer contributions ;

retirement planning services and benefits A o
counseling to members. o lhvestment earning ;

| The plan must remain in actuarial f
balance which guarantees availabllity ;
/ of funds to pay benefits as prescrived

1 by law.

f

.‘

TFFR serves nearly 10,000 active

teachers from 274 employer groups
and pays benefits to more than 5,000

retirees and beneficiaries.
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TFFR BOARD OF TRUSTEES |

The TFFR Board of Trustees is responsible for adminigtering the TFFR retirement ‘ |
program. The Board has the autharity to establish investment policy: arrange for actuarial

and medical consultants; pay benefits and consultant fees, submit proposed legislative

changes; and determine appropriate levels of service to TFFR members, The TFFR

program is administered by the Retirement and Invesiment Office (RIO),

Regularly Scheduled TFFR Board meetings are held six times per year (July, September,
November, January, March, and May). Special meetings are held as heeded,

The TFFR Board works with many teacher and employer interest groups in formulating
legislation and administrative rules, These interest groups include:

North Dakota Education Association (NDEA and NDEA Retired)

North Dakota Retired Teachers Association (NDRTA)

North Dakota Council of Educational Leaders (NDCEL)

North Dakota School Boards Association (NDSBA)
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Program Statistics

f Distributed annuitles to 5,061 retired members
in June 2002.

Average monthly benefit was $1,152,

$67.5 million paid In pension benefits during
year.

91% of payments deposited via electronic
funds transfer.

» 82% of payments sent to ND addresses.
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Active Members vs. Retired Members
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New Retirees and Beneficiaries
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ND Teachers' Fund for Retirement
Asset Allocation
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SCHEDULE OF BENEFIT EXPENSES BY TYPE

Annuity Paymenis Refunds *

Service Disabiilty Total Annuity Total Benetit
Year Retirements Retirements  Beneficiaries Payments Separation Death Total Refunds  Expenses
1993 $25601,231 $ 161,161 § 1,057,839 $ 27,710,231 $ 2,614,160 § 30,324,391
1994 31,644,019 177,074 2,371,082 34,093,076 2,283,269 36,386,374
1996 33,339,811 208,067 2,462,949 36,001,717 2,186,701 38,168,508
1806 36,638,026 206,857 2,611,216 38,646,008 2,644,413 41,190,611
1997 36,436,197 328,214 2,768,524 306220356 $ 2581645 $ 9,221 2,600,766 42,113,701
1998 40,428,610 427,661 2,860,121 43,708,492 2,681,489 90,444 2,671,933 46,378,425
1999 42,628,225 487,087 3,103,106 46,120,317 2,877,178 245 2877423 48,997,740
2000 49,624,550 569,211 3,399,610 63,683,271 2,605,340 182,679 2,758,019 66,371,290
2001 52,946,453 781,619 4,012,842 67,740,814 2,820,222 307,619 3,127,841 60,868,756
2002 62,037,432 841,600 4,603,360 67,402 462 2,622,300 221,108 2,743,408 70,225,890

* Delalt not available for refunds for 1693-1906,
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SPARB COLLINS

S et

ON ENGROSSED SENATE BILL 2024

Mr. Chalrman, members of the committee, gcod morning. My name is.Sparb Collins. | 5
am Executive Director of the North Dakota Public Employees Retirement System, or |
PERS. Before getting into our budget request | would like to highlight for you the
various programs administered by North Dakota Public Employees Retirement System.
Our name is not fully reflective of our responsibilities. While PERS does administer a ;
Retirement Program, that is five Defined Beneflt Plans and two Defined Contribution
Plans, we also administer other types of employee benefit programs. These include the
Retiree Health Insurance Credit Program, the Group Health Insurance Plan, the Group
Life Insurance Plan, the FlexComp Program, a Dental Plan, a Long-Term Care
Program, a Vision Plan and an Employee Assistance Program. in addition we

administer on an “adminlistrative service only” basis the Job Service Retirement Plan

and the 27-17 Judges Plan.

In fact one of the biggest challenges PERS has faced Is the growth in program

responsibilities. The following table chronologically shows the additibnal responsibilities

¢ KA Y
GO \0‘\@ % «"3\., 4
@“}Q %\\@ 4 O\O’w ¥ ! /

assigned to the agency.

.
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Consequently, whiie our adminlistrative budget has grown over the years the expansion

in program responsibllities and membership has allowed us to maintain a fairly even

level of effort or cost per member as shown in the above table. Another measure is

how we compare to others in the retirement area; the following is how we compare:

PERS .54 Staff/ 1000 members |
PPCC 2.35 Staff/ 1000 members (.66 for small plans)

However our true cost to the state is not in our appropriated budget, since it is funded

out of our programs, but rather is in the total cost of those programs. Our two ‘major

programs are retirement and heaith.

in the retirement area PERS has never increased the cost of that program to our zr
participating employers since inception. Today our required employer contribution is ;
4,12% and employee contribution is 4%. An additional 1% goes to the retiree health ;
program. As we compare to other public plans we find that according to the Public f
Pension Coordinating Council the average employer contribution is 10.6% and the |
average employee contribution Is 5.4%. Our employer contribution in less than half the

average. Concerning the benefit provided that same survey indicates the average

multiptier Is 2.11 for public plans and for general systems such as PERS It is 1.85, Our

multiplier is 2, Thus our cost is lower than average and our benefit is on par with others.

In addition to our low cost PERS now pays out more in benefits and refunds in North

Dakota then we collect in contributions. In addition we project that our retirees pay over

1.5 milllon a year in taxes (sales and Income) to the state. Also PERS, together with

TFFR is one of the largest investors In economic development in North Dakota.
Page 6 of 13
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["«...D return of premiums to our participating employers. .

Together with TFFR and other funds we have committed over 100 million to North

Dakota economic development projects. Consequently, not only does PERS have a

o At e e ke o

low contribution rate but also we provide a positive economic effect in North Dakota. .

Relating to the health plan we have not increased our administrative charges to the plari

in over 6 years and in fact the rate Is lower now then In the early 90's. We are again

e o e A i e A i et o

not increasing it for the next biennium. Concerning the total premium we note a central
personnel survey that finds our plan costs to be among the lowest in the feglon. We are
also returning 6 million in premiums to our participating employers and retirees this next

blennium by reducing the required premium by an average of $10 per contract per

month. This Is about a 10% reduction in the premium amount. Therefore we have
been able to maintain a stable administrative fee for our plans, a competitive plan

design and we have been able to conserve our resources whete possible to provide a

While we have been able to achieve our objective of providing sound benefits at a low
cost to our participating employers we have also been concerned with meeting the
needs of our members. The following information Is taken from our blenntai survey of
our members and shows that are members are using our services more which we feel Is

very positive:
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Not funded in the executive budget was our initiatives relating to technology and

.

member services, Concerning member services challenge we had requested: ;
|

HMEMBER SERVICES |

w REQUEST m REASON f
- MEMBER « COMMUNICATIOM & ¢
COMMUNICATIONS EDUCATION ;

(nawtetter & travel) « RISK MANAGEMENT
’ « NATIONAL i
| EXPECTATIONS <
: w REQUEST » ENROLLMENT & i
: » VIDEO CONFERENCING OUTREACH PROGRAMS i
; » REDUCE CONSULTANT !
TRIPS j
i

We think that by applying more technology to the way we do things, with increasing the

use of emall instead of mail and maybe web casting instead of travel we may be able to 1

e TR TS e Al

continue these functions even without the budget increase. Concerning video |

)
| conferencing we have worked out an arrangement to use the BCBS system for the next

) several years and this will help to offset this effort. In fact we have been using it for our ‘

RS TR T A T

board mestings with the result that our consultants have not had to travel to us and our

; board chair has not had to travel from Fargo. We see this technology as only growing in

use and application in the future with important implications for us.

Lastly, was our proposal relating to our technology challenge. This was not funded in

the executive budget. Specitically this request included the following:

& TECHNOLOGY

. nsa;:e:’:' v REASON
» EXPAND + WORKFLOW &
Lo oM ELECTRONIC 'ORMS
SYSTEM ) » TO ACOOMPLISH

TECHNOLOGY
* NRREARE T TO PROJEGTS
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The cost of this request was $76,284 which included $37,184 is salaries and $39,100
operating. As mentioned earlier we belleve that investments in technology will help us

_—..J to become more efficient, accurate and allow us to do more in the future. Itis only

through the Investment in technology to date that has allowed us to do what we are

dolng today.

Mr. Chalrman and members of the committee | would again like to thank }fou for your
past support. All of what we have been able to do would not have been Jone withoﬁt
that support. Wa would appreciate your positive consideration of the Governor's and
Senate's recommendation and if you could the technology initiative as well. Again our

thanks and thank you for providing us this opportunity to appear before you today.
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TFFR Mission Statement

The mission of TFFR, a trust fund, is to advocate
for, develop, and administer a comprehensive

The micrographic images on this #1lm are accurate ¢
were filmed {n the

retirement program for all trust fund members
within the resources available,

TFFR Goals

To provide a replacement Income equal to 60
percent of the final average salary of a
career employee who has 30 or more years
of credited service,

To provide ad hoc and/or automatic benefit
increases for retired members and
beneficiaries to provide income protection
and assist retirees in accessing affordable
health insurance.

To continue providing statewide pre-
retirement planniing services and benefits
counseling to members,
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WHAT IS TFFR?

TFFR is a qualified defined benefit
public pension plan covered under
Section 401(a) of the Internal
Revenue Code (IRC). In simpler terms,
TFFR is a tax-exempt pension plan
where benefits are defined by state
law.

North Dakota “entury Code (NDCC)
Chapter 15-39.1 and Title 82 of the
North Dakota Administrative Code
(NDAC) contain the actual language
governing the Fund,

The TFFR plan is funded on an
actuarial reserve basis, That is, money
is invested for future retirement
benefits while members are actively
teaching, Benefit funding comes from
three sources:

¢ Member assessments

o Employer contributions

¢ Investment earnings

The plan must remain in actuarial
balance which guarantees availability
of funds to pay benefits as prescribed
by law.

TFFR serves over 10,000 active
teachers from 289 employer groups
and pays benefits to more than 4,800
retirees and beneficiaries.
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TFFR BOARD OF TRUSTEES

The TFFR Board of Trustees is responsible for administering the TFFR retirement

program. The Board has the authority to establish investment policy; arrange for actuarial

and medical consultants; pay benefits and consultant fees, submit proposed legislative

changes; and determine appropriate levels of service to TFFR members. The TFFR |
program is administered by the Retirement and Investment Office (RIO), ;

Regularly Scheduled TFFR Board meetings are held six times per year (July, September,
November, January, March, and May).

Special meetings are held as needed.

The TFFR Board has one standing committee, the Benefits Services Cotamittee, which
meets quarterly as needed.

The TFFR Board works with many teacher interest groups in formulating legislation and
administrative rules, These interest groups include:
North Dakota Education Association (NDEA)
North Dakota Retired Teachers Association (NDRTA)
North Dakota Council of Educational Leaders (NDCEL) ‘,
North Dakota School Boards Association (NDSBA)
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9 TFFR ADMINISTRATION
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TFFR ENDS

ANNUAL REVIEW
YEAR ENDED JUNE 30, 2002

The information provided below indicates that the TFFR ends policles formally adopted
by the TFFR Board and accepted by the SIB are being implemented.

ENDS POLICY:  MEMBERSHIP DATA AND CONTRIBUTIONS

ENDS: Ensure the securlty and accuracy of the members’ permanent records and
the collection of assessments and contributions from every governmental

body employing a teacher.

o Member and Employer Information

Continued monltoring mainframe and Image computer systems for proper safeguarding
) of TFFR member and employer database and document files. Modified computer

N programs and procedures as needed.
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o Collections and Payments

Collected member and employer contributions totaling $54 million from 274 employers |
and $1.9 million from members for the purchase of setvice credit,

Pald out $67.5 milllon in pension benefits and $2.7 million In refund payments totaling
$70.2 million for the year.

About 55% of employers electronically report contributions to TFFR. This comptises
about 86% of the active membership.

Internet reporting was also made available in 2001-02. As of June 30, 2002, 36 ,
employers are reporting via the internet, 22 are in the testing phase and 20 more are on |
a waiting list. ;

Assessed one employer with late reporting penalties.

» Employer Communications

Met with school board members, business managers, and software vendors at 2001 _‘
School Boards and School Business Managers Association Annual Conference. Also ;
presented seminar for new business managers on the TFFR Employer Guide.

Made four presentations to school district business managers at regional worishops on
TFFR reporting reguirements and proposed 2003 legistation.

Conducted a return to teach survey with employers to determine If all retirees who
returned to covered empioyment have notified TFFR. A large percent of employers
responded, therefore making our return to teach data more rellable,

Internet reporting Instructions were created and provided to employers.

o Other

The Retirement and Investment Office has nearly completed a comprehensive disaster
recovery plan. This plan Is intended to protect resources and employees, safeguard
RIO's vital records, and guarantee the continuation of essential services.

ENDS POLICY: INVESTMENTS
ENDS: See Investment Ends Repott,

ENDS POLICY: MEMBER SERVICES

ENDS: Provide direct services and public information to members of TFFR.

¢ Qutreach Program Statistics
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1,012 members attended outreach programs (plus member convention particlpants)
Member Services staff traveled 8,044 miles
Member satisfaction of the outreach programs continues to be high. i

« Pre-Retirement Seminars s,'

147 members attended
4 locations - Willlston, Minot, Fargo, Grand Forks :
Ninth year of program; began in 1993-94 - ;

« Henefits Counseling Sessions 4

Statewide - 2566 members ;
18 locations — Grand Forks, Williston, Tloga, Oakes, Fargo, Bismarck, Minot,
Jamestown, Langdon, Elgin, Park River, Rolette, West Fargo, Dickinson,
Bowman, Linton, Washburn, Steele |
Twelfth year of program; began in 1990-91 '

Local Office — 281 members !

e Group Presentations

328 members attended

Barnes County Inservice
Jamestown Inservice

DPI Education Conference
Invest ND

NDRTA Convention

o Conferences and Conventions

ND Vocational Education Convention - Bismarck
ND Retired Teachers Convention ~ Fargo
NDEA Instructional Conference — Bismarck
NODCEL Annual Conference — Bismarck

NDEA Representative Assembly — Bismarck
Elementary Princlpals Conference ~ Bismarck
Math Teachers Conference - Fargo

Speclal Education Conference - Bismarck

Member/Employer Communications

Updated Administrative Rules
Added TFFR retirement benefit calculator to website
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Published new layout for website

Updated ND state tax withholding election and form

Updated refund application and tax Information with EGTRRA changes ,
Updated TFFR presentation to include employer models, QDRO, and website
Information ‘
Updated emplcyer guide

Created detalled retirement profile for employers

Completed retiree benefits study and shared information with membership

e Member Statements

Mailed annual henefits statements to 8,997 active and 1,297 Inactive members
Malled annual statements to 5,061 retired members ?

ENDS POLICY: ACCOUNT CLAIMS
ENDS: Ensure the payment of claims to members of TFFR.

o Annuity Payments

Distributed annuities to 5,061 retired members and beneficiaries as of June 30, 2002,
For the year, pension benefits totaled $67.5 miillon. Of the total, about 91% of the ;
payments were deposited via electronic funds transter. :

¢ Payroil Deductions

NEA retired dues 9 members (>1%) i
NDRTA annual dues 1,699 members (34%) ;
Federal tax withholding 2,811 members (56%)
ND state tax withholding 2,223 members (44%)
PERS health insurance 609 members (12%)
PERS dental insurance 367 members ( 8%)
PERS life insurance 90 members ( 2%)

o Refund Payments

Distributed refund and rollover payments of $2.7 million to 332 participants during the
fiscal year. Approximately 37% of the refunding members rolled over thelr refund

payment to an IRA or another qualified plan.

o Processed Claims for Benefits

Refunds 208
Rollovers 124
Retirements 456
Disabilities 10
Survivor annuitants 8
Contlnuing annuitants 30
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* Member Account Actlvity

B New members 615
Deaths 224
Pop ups 16
Purchase requests 316

« Mainframe Program Changes

Completed IT study of mainframe system

Programmed ND state tax withholding change

Added benefit Increase calculation to sstimated retirement program

Updated installment purchase program to allow multiple purchases of the same type
Programmed to allow printing of enrollment forms directly from mainframe

ENDS POLICY: TRUST FUND EVALUATION/MONITORING

ENDS: Ensure actuarial consulting and accounting services are provided
to the retirament program. The TFFR Board of Trustees will select
the independent actuary for consulting and actuarial purposes and
direct a contract to be executed.

o Actuarial Services

‘q Gabriel, Roeder, Smith and Company (GRS) completed the annual actuarial valuation
a for July 1, 2001 and delivered it to the TFFR Board in November 2001. The report
indicated that TFFR had a 3.76% margin. The unfunded actuarial accrued liability

(UAAL) Increased from ($20.6 million) to 53 million, and the funding period increased 0
years to 3.2 years. The funded ratio decreased from 101.6% to 96.4%. The report

stated that TFFR remalins In a strong actuarlal position.

The annual actuarial valuation has not yet been completed for July 1, 2002. The 2002
report will be delivered to the TFFR Board by GRS on November 21, 2002.

e External Audit

An unqualified opinion was Issued by independent auditors, Brady Martz, regarding
| RIO's financial statements for the year ending June 30, 2001. The annual external

audit has not yet been completed for June 30, 2002. Brady Martz will present the
report to the SIB Audit Committee In November 2002.

f According to the preliminary financial statements for the year ending June 30, 2002,
members and employers paid $54 million to fund the plan; investments lost $110 milllon
for the year. Total benofits pald to members were $70.2 miilion --$67.5 miilion in
monthly annuity benefits and $2.7 million In refunds; administrative expenses were $1.1
million. As a result, TFFR net assets decreased by $125.3 million during the year to

e $1.2 blllion,
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o [nternal Audit

The Internal Audit Unit conducted 35 school distrlct audits of which 23 were completed
by June 30, 2002. The internal Audit Unit uses ACL software to assist in detecting
Inconsistencies and exceptions in the member records. They conducted audits of
benefit payments, membership account data, and changes to the member records.

The resuits of these audits indicate that member and employer contributions paid to
TFFR and benefits paid to participants and beneficlaries are generally in accordance
with TFFR Board policy, state law, state administrative code, and applicable federal
laws and regulations. No significant deficlencies ware noted for this fiscal year,

o Other

Recelved Certificate of Achievement in Financlal Reporting from GFOA for June 30,
2001 Annual Financlal Report.
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