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Bill/Resolution No.: HB 1154 

FISCAL NOTE 
Requested by Legislative Council 

01/08/2015 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
1 1 d ·r r ·  t d  d ti eve s an appropna ions an 1c1pa e un er curren aw. 

2013-2015 Biennium 2015-2017 Biennium 2017-2019 Biennium 

General Fund Other Funds General Fund Other Funds General Fund Other Funds 

Revenues 

Expenditures $971,416 $844,464 $971,416 $844,464 
Appropriations 

1 B. County, city, school district and township fiscal effect: Identify the fiscal effect on the appropriate political 
subdivision. 

2013-2015 Biennium 2015-2017 Biennium 2017-2019 Biennium 

Counties $447,358 $447,358 
Cities $191,845 $191,845 
School Districts $478,407 $478,407 
Townships 

2 A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions 
having fiscal impact (limited to 300 characters). 

A bill to allow the active DC 401 (a) retirement plan members to move to the Defined Benefit plan. 

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

Segal consulting estimates a cost of $1,501,476 in additional required annual contributions for full participation. This 
would be approximately .17% of payroll. 

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

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

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

See 2B above. If the contribution increases as proposed in the executive budget, the fiscal impact would be 
eliminated. Administration can be done within the NDPERS budget. 

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund 
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether 
the appropriation or a part of the appropriation is included in the executive budget or relates to a continuing 
appropriation. 

This bill does not provide an appropriation to pay the actuarially required cost to make the proposed change. 



Name: Sparb Collins 

Agency: NDPERS 

Telephone: 701-328-3900 

Date Prepared: 01/14/2015 
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Explanation or reason for introduction of bill/resolution: 

A bill relating to an election for members of the defined contribution retirement plan to 
transfer to the public employees retirement system 

Minutes: Attachments 1-17 

Chairman Kasper opened the hearing on HB 1154. 

Rep. Jessica Haak, District 12, appeared in support. Attachments 1-3 (:48-4:21) 

Rep. Schneider What harm would it do to allow that choice and what impact would that 
have on the plan? Would that be negative or positive? 

Rep. Haak This bill along with HB 1080 would increase the health of the fund as it stands 
today. 

Rep. Seibel What happens if this bill passes and HB 1080 does not pass? 

Rep. Haak If you look at the actuarial, it does have a negative impact on the fund if this bill 
would pass alone. 

Rep. Laning Weren't the employees offered this option two years ago? 

Rep. Haak Two years ago we passed a bill that would allow them to choose either one at 
the beginning of their employment. The plan they are on now did allow them to change. 

Chairman Kasper You are indicating there are about 200 in the defined contribution plan 
that this would affect. When those people get into the defined contribution plan? 

Rep. Haak It is my understanding that in 1999 WSI gave them the option of choosing 
defined benefit or defined contribution, and they went with the defined contribution. 
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Chairman Kasper At the time each employee was hired or there might have been an open 
opportunity afterwards, they on their own choice chose the defined contribution plan. Is 
that correct? 

Rep. Haak That is correct. It is important to note that in 1987 there was a bill similar to this 
that passed sponsored by Rep. Martinson that did allow defined contribution employees to 
opt back into the plan. 

Chairman Kasper What is the genesis of the bill? Are you hearing from the state 
employees that they are unhappy with the performance of the defined contribution plan? 
What caused you to want to bring forth this bill? 

Rep. Haak It was a question that I asked of how this option would affect which led to the 
study of the fund. After I asked that question, I was contacted by several state employees 
seeing if I would be willing to pursue. We did look this over in the Employees Benefit 
Committee. 

Chairman Kasper Did you do a survey of those 200 employees to see how they felt? 

Rep. Haak This was presented to the Employees Benefit Committee before I had proposed 
the bill. It is my understanding PERS polled themselves, and this was presented to us in 
June 2014 so I did not contest this. 

Chairman Kasper This survey was done in June 2014? 

Rep. Haak It was presented to us in June 2014. 

Chairman Kasper Do you know when the survey was completed? 

Rep. Haak I do not recall that information, but I have a binder that I could look for and try to 
find for you. 

Rep. B. Koppelman What happens if the other bill passes and your fails? Does the 
amount, if those 200 people stay define contribution, jump to 16. 12, or would they stay at 
their current rate? 

Rep. Haak I would have to defer that question to Stuart. 

Stuart Savelkoul, Assistant Executive Director of North Dakota United, appeared in 
support. We have some members here who will offer their testimony instead, and then I 
can answer any questions that haven't been answered by then. The circumstances under 
which WSI employees entered into this decision were different than what many folks would 
initially expect. He also had 10 other written testimonies provided to the committee. 
Attachments 6-17. 

Chairman Kasper Does this bill pertain only to the employees at WSI? 



House Government and Veterans Affairs Committee 
HB 1 1 54 
2/5/1 5 
Page 3 

Stuart Savelkoul The quick answer is no. The lion's share of the folks who made that 
switch in 1999 were employees of WSI. 

Rep. B. Koppelman Are you able to answer the question I asked Rep. Haak? 

Stuart Savelkoul Yes. If you pass this bill but 1080 does not pass, it will have a slight 
negative impact on the actuarial funded status of NDPERS. If you pass 1080 but don't 
pass this one, the fund improves. If you pass 1080 and this one, the fund improves more. 

Rep. B. Koppelman My question was specific to the 200 individuals. If they stay where 
there at, the defined contribution plan, and 1080 passes, what is the effect on those 
individuals? Is their amount they pay into retirement going to increase, stay the same, or 
decrease? 

Stuart Savelkoul HB 1080 will increase the employer contribution to state employee 
retirement and increase the employee contribution to retirement by 1 % each. That would 
occur whether you were in the defined benefit plan or in the defined contribution plan. 

Rep. Louser How is this different than what failed two years ago? 

Stuart Savelkoul Your own chairman sponsored a piece of legislation that sought to allow 
state employees to make the choice going forward whether they wanted to be in a defined 
contribution plan or a defined benefit plan. That was just for new hires. We attempted to 
amend that bill so that new employees that wanted to opt for the defined contribution plan 
should be given the option and simultaneously we wanted to allow anybody who had 
previously chosen the defined contribution plan a one-time opportunity to come back into 
the defined benefit plan. Some folks might have voted against the amendment because it 
wasn't necessarily speaking to the true spirit of the bill. There was no stand-alone bill last 
time. 

Chairman Kasper Thank you. You are correct. 

Rep. Louser Are there any proposals in another bill or this that would allow for somebody 
that is currently in the DB plan to go to the defined contribution plan? 

Stuart Savelkoul Yes, Senate Bill 2038. 

Cade Jorgenson, WSI Employee, appeared in support. Attachment 4. (17:20-21 :33) 

Rep. Louser There is a lot of consideration that goes into which plan to pick when you are 
hired. There are a lot of benefits to both plans, one of which is the future returns, but only 
one of which is. On what basis did you choose defined contribution when you made your 
election? 

Cade Jorgenson I became a regular state employee in 1997 after starting at WSI as a 
temporary non benefited employee. My background and education is insurance and 
management. WSI was a carousel of turnover. It was a higher carousel of turnover in 
management ranks, so what weighed heavily in my determination was portability in the fact 



House Governm e nt a nd Veteran s  Affairs Committee 
HB 1 1 54 
2/5/1 5 
Page 4 

that if I wanted to have a career in management, I didn't know with any certainty that I could 
expect to do so within at least WSI for the state of North Dakota. The terminations that I 
saw coming and going with the state agency and the extensive turnover impacted 
significantly my decision to elect defined contribution. 

Rep. Laning Do you know what the Segal analysis assumed for percent growth? 

Cade Jorgenson My understanding from reading the Segal report is NDPERS board gave 
the assumption to the Segal group of an 8% return on investment. The assumptions to try 
to compare apples to apples was they converted defined contribution membership to be 
able to retire at the same rule of 85 that is present under the defined pension plan. 

Rep. Mooney With WSI were you allowed either or then to opt in one plan or another? 

Cade Jorgenson Yes, it was an option. Everybody had to make an individual decision as 
to whether to opt in or opt out. The following testimony might go into a little bit as far as 
what information was provided by the agency at that time. It was short of information and I 
think a lot of folks made an uninformed decision. 

Rep. Mooney Do you have a sense compared to some of your fellow coworkers who opted 
with the other plan how well their plan did in comparison? 

Cade Jorgenson I haven't discussed in detail with colleagues as far as what their 
retirement balances are. I take at face value that the Segal study that was recently done is 
very comprehensive in that regard and does a fair assessment. I believe their 
determinations are accurate. 

Rep. Karls Do you have any idea how many would still be in the defined contribution plan? 

Cade Jorgenson According to a June 2013 report, there were 227 participants in the 
defined contribution plan. 

Rep. Karls How is that fund going to do with 27 people left in it? If 200 of them pull out 
now, does that mean there will be 27 left? 

Cade Jorgenson That is correct, but you have to think of the defined contribution plan 
more as a 401 K type of account. It is not a fund for the membership as a whole to draw 
from. It is an individual account that these folks are enrolled in. 

Rep. B. Koppelman If we would allow you to switch today, would you have an instant 
increase in the value of your retirement and how much would that increase be? 

Cade Jorgenson If I had the choice to make an election back, I would have to do my best 
to make another informed decision. It wouldn't be instantaneous for me. I would have to 
make some projections and comparisons. I can say with relative confidence that last time I 
did that projection over a year ago, defined pension plan with the same input, the 
projections are double the value of what I could get under defined contribution because of 
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the returns that professional rather than an individual trying to manage those dollars can 
account for. 

Rep. B. Koppelman Would you ever be in favor of just allowing them to pick your funds in 
defined contribution? 

Cade Jorgenson I am in favor of this bill. I am one of the lucky few who came in at the 
basement, so we have been in this plan for 15 years. I am still relatively young. I have 
colleagues who are at, past, or very near retirement who have no chance of making up the 
difference. I have the chance of making up the difference over the time. I think that choice 
is something I would very much like to see my colleagues be able to make. That would be 
a good option if the legislature sees fit to leave it as is and not give us the option. You 
could give us the option of buying into the state fund. That is not an option right now for us. 

Rep. Laning If you were given the option to switch over, didn't you say that whatever funds 
you have in the defined contribution fund would switch over to the defined benefit? If that is 
instantaneously worth more to you in retirement, there has to be a liability to the state. 
Something is not connecting here. 

Cade Jorgenson I'll let Stuart elaborate on that. By and large if you have a sum of money 
that is going to come in back to the state retirement system and they manage that fund 
better than the individuals that are doing that, that is where you get that difference in return, 
and that is why that is not the negative impact on the state pension plan. 

Vice Chair Rohr I have a defined contribution plan, but I also have a financial advisor. He 
helps me manage all my funds. Isn't that what you did too? 

Cade Jorgenson We do have the option of financial advisors through whoever is 
sponsoring our plan. The folks I know are availing themselves of that advice, but that 
advice is not translated to better returns. 

Rep. Louser Do you know what the return has been historically on your plan? 

Cade Jorgenson I don't know. I can estimate. Fidelity would not provide that for me. 
TIAA-CREFF has provided that for me. The Segal Study demonstrated that those returns 
are underperforming the pension plan. It also highlights the fact that a professionally 
managed fund is going to return at least one more percent per year than the individually 
managed. 

Rep. Louser I would like a ballpark number, because the defined benefit plan is 
underperforming according to all of the numbers and the inputs into the fund. That is why 
we are considering changing every two years. 

Cade Jorgenson I might be around five. 

Chairman Kasper You said you were not able to get your returns from the people who are 
managing your money currently? 
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Cade Jorgenson From the inception of the plan to current, I have not been able to match 
or exceed the returns in the pension plan, the benchmark the pension plan has set for itself. 

Chairman Kasper I thought you said that you are unable to get the information about the 
annual return on your defined contribution from the money managers currently? 

Cade Jorgenson The current provider, TIAA-CREFF, will give me that return. However, 
we have Fidelity Investments for about a decade, and I was not able to get that through 
Fidelity. 

Chairman Kasper Fidelity is no longer available as an option? 

Cade Jorgenson Correct. 

Jolene Rohde, Impairment Auditor at WSI, appeared in support. Attachment 5. (36:43-
44:28) 

Rep. Louser Are you suggesting that the decision you made was based on the 
administrative suggestion or was there some other reason that you chose defined 
contribution? 

Jolene Rohde My decision was made largely on the suggestions and of what 
administration told us was the future of North Dakota Workers' Compensation Bureau, what 
is now WSI. The leadership at that time was very adamant that our agency would be 
moving to privatized status and that we would indeed lose our retirement. 

Chairman Kasper In your testimony you have made some pointed statements. Is there 
any documentation that you employees were given back in 1999 that could verify the 
statements that you are making here in your testimony? 

Jolene Rohde There are less of us that are still at WSI that were there in 1999. We were 
called into the boardroom and what I have testified to is what we were told. 

No opposition. 

Neutral 

Sparb Collins, NDPERS, appeared in a neutral position. 

Chairman Kasper There has been some testimony that defined contribution plans maybe 
do not have as good of money managers in them as the defined benefit plans, and, 
therefore, the returns don't seem to be quite as good. What are your thoughts on the 
money managers and how they are selected in both the defined contribution and defined 
benefit plans? 

Sparb Collins As it relates to this plan, one of the major dilemmas with the defined 
contribution plan that was created in 1999 was the employees made their decisions, they 
set up their asset allocations in December, we transferred the money in February, and the 
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tech market busted almost right away. They struggled back, and in 2008 we had the worst 
market downturn. Timing contributed terribly to this situation. 

Chairman Kasper I provide 401 K employees advice on their retirement plans with my 
business. In those cases the employees are managing their own accounts. That crash of 
2001 came about. The worse thing that can occur for an employee to make a decision 
when the market goes down is to transfer out of the position that you have and go into 
cash. I can certainly understand and sympathize with employees who are managing their 
own accounts and make those decisions because maybe somebody just didn't sit down 
with them and say let's look at the history of what occurs. Have you heard anecdotal or any 
people talking to you directly about the WSI situation where they were told they were going 
to privatize or you need to do this or you are going to lose your accounts? 

Sparb Collins Anecdotally, yes. We had a study done by Segal about a year ago that took 
a look at the impact on these participants. In most cases, they would have been better off if 
they had stayed in the defined benefit hybrid plan. 

Vice Chair Rohr On the bottom of Jolene's testimony, they had the employees sign this 
form. How binding is that? Are these employees that are on defined contribution still 
signing that? 

Sparb Collins If people join today, the same form is signed because that is what is in the 
statue. 

Rep. Laning If they are allowed to transfer their funds from defined contribution into the 
defined benefit, is there a significant liability for the state at that point? 

Sparb Collins There was an interim study done by the Employee Benefits Committee. 
That study was done by the PERS actuary, Segal Consulting Firm. They took a look at 
what the actuarial impact might be based upon the existing contribution levels that are in 
the plan. That is 14. 12% right now. At 14. 12% that is actuarially not sufficient to pay for 
everybody coming back into the plan. At 14.12% it is short by about 1.38% for each of 
those members. Yes, at 14. 12% there is going to be a slight impact. If you take a look at 
the recovery plan and it passes here and in the Senate, the contribution level would go up 
to 16. 12%. That is a 2% increase in contributions. That is going to be more than the 1.38 
that is necessary. At that level the overall effect on the plan would be positive. 

Rep. Steiner How realistic is that 100%? Is that best case scenario? 

Sparb Collins If you want to get a good feel for that, you would ask the people from WSI if 
they think most of them are going to come over or not. 

Rep. 8. Koppelman If you had two individuals that had 10 years to retirement and one had 
$200,000 cash value and the other had $150,000 cash value, would there have to be some 
baseline so that those two individuals sort of bought in at the same amount of money? 

Sparb Collins The Segal Study looked at the actual cash balances. We just drew down 
the actual balances of everybody and then determined this would be the amount of cash 
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coming over and this would be the amount that would be needed. There was no review as 
to whether somebody had gains or losses. There are other variables too in terms of what it 
actually costs. It depends on their years of service and salary. 

Rep. B. Koppelman I meant two people on the same pay grade. 

Sparb Collins We don't necessarily have any information too on how the investing pattern 
may have changed over time. Right now a lot of our people are in targeted funds. 

The hearing was closed. 

Rep. B. Koppelman I don't know if we do this, how that reflects to them. I don't know if we 
have time to figure out any sort of a hybrid middle ground alternative. 

Chairman Kasper What do we want to do with the bill? 

Rep. B. Koppelman If we defeat this bill, then they maintain their 401 k like plan and get to 
retirement whenever their personal finances allow. If we pass this bill regardless of how 
they invested in the past, they get automatically get elevated to the level of somebody in 
their equivalent pay grade and years, etc. for retirement. Is that the consequences of an up 
or down on this bill? 

Chairman Kasper That is correct. There is another Senate bill that is a companion bill with 
this. 

Rep. B. Koppelman Is it reasonable to think that if our opinion was that we would maybe 
be okay with this if the other one passed that something like this could be amended to that 
bill? 

Chairman Kasper That is correct. 

Rep. Schneider I have a little perspective on this because of the special circumstances 
that are involved in just this group. There were some circumstances at WSI that were not 
happening in the rest of the state agencies. Because of the special circumstances within 
the agency I think, in this one case, we should really be giving these people a second 
chance. 

Rep. Louser I struggled with this in the interim committee and with respect to Rep. 
Schneider's comments, if we do it for one group, we have to do it for all. I struggle with if it 
was poor advice or it was a legitimate decision. 

Rep. B. Koppelman It doesn't take everybody automatically. 

Rep. Mooney I would like to mirror what Rep. Schneider has hit on. 

Rep. Laning Are all new employees offered the option today? 

Sparb Collins Yes, since the beginning of this last biennium. 
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Chairman Kasper Can they move back and forth once they make an election or once they 
make an election, is that where they stay? 

Chairman Kasper That is where they stay. 

Rep. B. Koppelman When they studied this and you looked at the different people that this 
would affect, were there some that you think would likely stay with their defined contribution 
or are they all worse off than the defined benefit? 

Sparb Collins It seemed to me that the vast majority were worse off. The ones that 
potentially would have a good shot at it are the brand new employees. 

Rep. Louser Was this the bill draft that we saw in the interim committee that had no 
recommendation tie vote? 

Sparb Collins I don't remember. 

Rep. Seibel Did each person manage their own funds, or was there a company managing 
them for them? 

Sparb Collins This is called a 401 a plan because that is what we can do in the public 
sector. In the private sector it would be called a 401 K plan. We have a company that does 
this both for our defined contribution and 457 plan. We have a whole list of funds that 
people can elect to participate in that are diversified. In addition to that, there are what we 
call target date funds. There are advisors available to help them _their asset allocation. 
We have an investment window. If you are not happy with our collection of funds, you can 
sign another document saying you can go out of the PERS over sighted investments. 

Vice Chair Rohr They have the ability to sit down with this individual and do an 
assessment profile? 

Sparb Collins Yes. This has improved. This is the third company we have been on, not 
because any company was poor. When we went to bid, we got better financing 
arrangements. 

Rep. Laning made a motion for a DO PASS AND REREFER TO APPROPRIATIONS. 

Rep. Mooney seconded the motion. 

Rep. B. Koppelman I am going to resist this motion just because we don't have enough 
time to put this bill into better shape. 

Rep. Steiner Do we have to include everybody on this second go at it, and does that 
change the fiscal note? 

Chairman Kasper The fiscal note is about $1.7 million. 
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Rep. Steiner Right, but are there others that would be eligible to come in on a second go? 
If we offer it to some, are there other groups that come in? 

Chairman Kasper Sparb, this is limited to the 200 people we are talking about? 

Sparb Collins It is all active. 

Chairman Kasper How many is that? 

Sparb Collins We have something like 265 or 280. 

Chairman Kasper Is this a one-time election? 

Sparb Collins One time. 

Rep. Mooney If we pass 1080 to go with this, we're actually neutral in our dollar amounts. 

A roll call vote was taken. 9 Yeas, 5 Nays, 0 Absent. 

Rep. Wallman will carry the bill. 
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HB 1154: Government and Veterans Affairs Committee (Rep. Kasper, Chairman) 
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Appropriations Committee. 
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Explanation or reaso for introduction of bill/resolution: 

Relating to an election for members of the defined contribution retirement plan to 

transfer to the public employees retirement system. 

Minutes: 

Chairman Jeff Delzer 
Called the meeting to order. 

No attachments 

Representative Jim Kasper District 46, Fargo spoke as chairman of the Government and 
Veteran's Affairs, originating committee of the bill, where it was passed 9-5. There was 
compelling testimony. Only affects about 270 employees. He spoke regarding employees 
who felt they were misled by the Workforce Safety & Insurance (WSI) when they chose the 
defined contribution plan. They would like to like to have this one time opportunity to 
choose to go to the defined benefit plan. 

Chairman Jeff Delzer 
Of the 261 or whatever, how many were workers comp? 

Kasper: we don't know how many are workers comp that are left, but this bill affects a total 
right around 268 or 269 employees who chose over the years to enrollment to the defined 
contribution plan. 

Chairman Jeff Delzer: What's the time frame, do you give them 3 months to do it? 

Kasper: Bill allows a time frame of 3 months and during that time frame its an open 
decision. Then they would have the opportunity to decide and then the during that period 
of then the chance to go back from defined contribution to defined benefit would be closed. 

Chairman Jeff Delzer 
What about going from defined benefits to defined contributions, is that still there? 

Kasper this does not address that, this only addresses from defined contribution to defined 
benefits. 
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Chairman Jeff Delzer 
Was there any question how they would cover the costs? 

Kasper: Sparb Collins has testimony in regards to the impact to the defined benefit fund. 
Depending on how many transferred their accounts, there could be a positive effect, in 
reviewing this from actuarial tables. Until we know how many would choose the option, we 
don't know what the impact will be. 

Chairman Jeff Delzer: That's not what the fiscal note says. 

Kasper: The fiscal note says their projected costs are expenditure about $1.7M. 

Representative Skarphol 
Would this take them to 100% funding level for those employees, is that what's required to 
move them over to 100% funding? 

Kasper: no general fund dollars involved. We are dealing with what the employers and 
the employees have contributed to the defined contribution plan over the years. So 
whatever those balances are for each employee, they roll over into the defined benefit plan 
and then that gives them an account balance and if they meet the retirement rules as they 
move forward they would have their defined benefits calculated from that point. 

Chairman Jeff Delzer; when you had the discussion, this was put before employee 
benefits and then came out without recommendation; did you have that discussion? 

Kasper: it came out of the Employee Benefits without recommendation. 

Chairman Jeff Delzer currently the law is that they have a onetime opportunity to switch 
from defined benefits to defined contribution. And that's just one time. 

Kasper: This deals with the other way; defined contribution to defined benefit. 

Representative Boehning: when we are transferring back in from defined contribution; if 
there is a really bad year, how is that money going to be made up; are we going to make 
them whole, do we have to make up some difference in that or is the plan just going to pick 
it up and give them the bonus? 

Kasper: on page 2; line 12; it says the Public Employees Retirement system shall credit 
the transferring employee with the service credit and salary history reflected on the PERS 
data base. So they are going to get credit and that will determine what their retirement 
benefit will be. The potential shortfall is if the amount of money being transferred, from 
their account is not currently actuarially equivalent to what they need to have in that fund. 
As I said; the actuary said if a large number transfer over there may be a positive effect. If 
not many transfer, it could be a shortfall, but it's a minimal effect to the soundness of the 
defined benefit plan at this point. 

Chairman Jeff Delzer: closed hearing on HB 1154. 
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D Subcommittee 

D Conference Committee 

Explanation or reason for introduction of bill/resolution: 

Relating to an election for members of the defined contribution retirement plan to transfer to 
the public employees retirement system. 

Minutes: 

Chairman Delzer: Opened discussion on HB 1154. I have some concerns about this 
allowing anyone to sit back I understand there may be some consternation about some of 
the workers compliance but we don't know those numbers and this is for everybody. If the 
people were actually told what they said they were told that might make you feel a little 
different. We found out that if you had the study done and you were a young person going 
to work for the state it showed that if it was apples to apples on the same expected return 
that the decline contribution would be a better thing even without any extra savings. The 
problem is like on our defined benefit they say we get 8% but they don't take into account 
the fact that you're at a billion here you lose 25% you are getting 8% on the 750 million in 
the future so you are still getting 8%. Our smoothing would have fell off and I think there are 
a couple on unemployed benefits and I don't know if you know differently. I would have a 
hard time supporting this bill. 

Representative Kempenich: It has been a while since I have been on employee benefits but 
I know when we first moved over and went to defined contributions there was some of 
these folks doing real well. When they made decision in what they were doing they are all 
adults and you have to do diligence. 

I am going to move a do not pass. Many years ago we had this debate and it becomes 
an issue that truthfully we should be moving the other way instead of going backwards. 

Chairman Delzer: Out if the interim committee and it was in the senate but there is a bill 
going strictly define contribution in the future. There has been discussion that we will take 
the 1 % added contribution out of the budget but 1080 also makes some reductions in the 
benefits for new hires and that bill will come out of GVA. That should help the unfunded 
liability as well on that issue and if the senate floor overturns the committee 
recommendation then the house would have the define contribution bill out of the 
committee. 
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Representative Kreidt: Second the motion. 

A Roll Call Was Taken: Yes 15, No 6, Absent 2 (Nelson, Boe) 

Motion carries 

Representative Kempenich will carry the bill 
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Chairman Kasper and members of the House Government and Veterans Affairs 

committee 

I am here to present House Bill 1154. This bill will allow state employees who are 

currently enrolled in the defined contributions retirement plan a one time 

opportunity to enter back into the defined benefits retirement plan and bring all of 

their assets into the plan. The employee benefits committee explored this bill and an 

actuarial was given to the bill. The actuarial cost analysis was that it would have an 

impact on the Hybrid Plan and due to the transfer of funds and crediting of service, 

both the assets and the liabilities would increase as a result of the transfer. 

However, this was with the prediction that 100% of DC participants would elect to 

transfer into the Hybrid Plan, as previous analysis conducted showed that all DC 

plan members had an account balance less than the actuarial present valuable 

compared to the Hybrid Plan. 

The costs of this bill would be offset at the passage of House Bill 1080. This bill 
would increase the amount employees are contributing to the retirement plan, 
which increases the overall "health" of the fund. Currently, the fund is funded at 

about three quarter's market value. Should that bill pass, it would increase the fund 
of the PERS retirement plan. This was also included in Governor's Budget. 

In June of 2014 the Employee Benefits committee was presented information 
regarding the status of the funds, legislative initiatives for each fund, and various 

options for the committee to consider regarding the overall improvement of each 

fund. In the report, a survey or poll had been conducted of those who had decided to 

join the defined contribution plan. When asked if they felt they made the right 

decision selecting the DC plan over the DB plan 76% of participants disagreed and 
7 4% of participants disagreed they would have enough money to retire with the 

defined contribution plan. Now several of them are here today and they will be able 

to elaborate further with their story regarding the retirement plans. 

:::2'0-0 
This bill would allow roughly 76=90 employees the option to return to the defined 

benefit plan if they so choose. It is important to have experienced state employees to 

help the public with the many services that are required from employees. By 
offering this option to return to the defined benefit plan it ensures that these 
employees will indeed remain and experienced staff members will continue to serve 

the public. 

Thank you for your time and consideration on this bill. 

I would be happy to stand for any questions. 

Rep. Jessica Haak District 12 
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October 17, 2014 

Mr. Sparb Col lins 
Executive Director 

State of North Dakota Public Employees' Retirement System 

400 East Broadway, Suite 505 
P.O. Box 1657 
Bismarck, ND 58502 

Re: Technical Comments - Bill Draft No. 15.0043.02000 

Dear Sparb: 

DIRECT DIAL NUMBER 

(303) 714-9952 

E-MAiL ADDRESS 
bramirez@segalco.com 

The following presents our analysis of the proposed changes found in draft Bill No. 
15.0043.02000: 

Systems Affected: North Dakota Public Employees Retirement System (PERS) Hybrid Plan 

Summmy: The proposed legislation would allow current active Defined Contribution (DC) 
participants the option to participate in the PERS Hybrid Plan. This election would take place 
during a three-calendar-month period beginning no later than February 1, 2016. Participants' 
Defined Contribution accumulated fund balances (less rollovers) would be transferred to the 

PERS Hybrid plan, and the participant would be credited with benefits as if they had always 
participated in the PERS Hybrid plan. The opportunity for DC Plan participants to participate in 
the Hybrid Plan is limited only to currently active employees with a participating employer 
whose DC Plan account balances are not subject to any court order, such as a qualified domestic 
relations order. 

Actuarial Cost Analysis:. This bill will have an actuarial cost impact on the Hybrid Plan. Due to 
the transfer of funds and the crediting of service, both the assets and the liabilities would increase 
as a result of the transfer. 

It is difficult to predict which participants will elect to participate in the Hybrid Plan. However, 
previous analysis has concluded that for nearly all DC plan members, the account balance is less 
than the actuaria l present value of comparable service under the Hybrid Plan. For this reason, we 

have previously assumed that I 00% of DC participants will elect to transfer in this analysis. 

Benefits, Compensation and HR Consulting. Member of The Segal Group. Offices throughout the United States and Canada 
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Based upon analysis, the Unfunded Actuarial Accrued Liability (UAAL) for members as of July 
1, 20 1 4  would be $40,506,274 offset by assets from the existing DC Plan of$27,952,92 1 .  If this 
were to be amortized using the current 20 year policy of the PERS Plan for Main members, the 
required annual contribution would be $876, I 02. In addition to this amo11ization amount, the 
annual employer Normal Cost (total Normal Cost less member contributions) would be 

$625,3 74. This would result in an annual required employer contribution of $ 1,501,4 76 on behalf 
of the DC Plan pa11icipants, which is approximately 8.5% of DC Plan participant payroll (a total 
of 15.5% of payroll including employee contributions). This is based on the projected annual 
payroll of $ 1 7,575,003 for DC Plan members. 

If these participants were al lowed to enter the PERS plan and were subject to the same 
contributions as current PERS Main members, the resulting 14.12% of pay contribution would 
be approximately 1 .38% of payroll less than actuarially required for these participants. Under the 
recommended I 6. 1 2% of contribution, the addition of these members would result in an actuarial 
gain to the System. 

Technical Comments: Our comments on the bill are as follows: 

General 

Allowing pa11icipants to choose their type of benefit exposes the Hybrid Plan to antiselection 
risk. This is the risk that pa11icipants will behave in ways that will have the greatest cost impact 
to the Plan. Any analysis of provisions involving choice should consider this effect. 

Benefits Policy Issues 

> Adequacy of Retirement Benefits 

To the extent that Defined Contribution members elect a Hybrid Plan benefit that has a 
greater value than their current account balance, the bill will improve benefit adequacy for 
this group of employees. 

> Benefits Equity and Group Integrity 

To the extent that Defined Contribution members elect a Hybrid Plan benefit and receive a 
similar benefit to similarly situated Hybrid Plan participants, the bill will improve benefit 
equity and group integrity. 

> Competitiveness 

No impact. 

. 
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> Purchasing Power Retention 

To the extent that Defined Contribution members elect a Hybrid Plan benefit that has a 
greater value than their current account balance, the bill will improve purchasing power for 
this group of employees. 

> Preservation of Benefits 

No impact. 

> Portability 

No impact. 

> Ancillary Benefits 

• Death and Disability Benefits: The DC plan does not provide additional death and 
disability benefits outside of payment of the participant's account balance. To the extent 
that Defined Contribution members elect to participant in the Hybrid Plan, these 
employees will receive additional death and disability benefits. 

• Social Security: No impact. 

Funding Policy Issues 

> Actuarial Impacts 

This bill would have an actuarial impact on the Hybrid Plan as discussed above. 

> Investment Impacts 

ci Cash Flow: The Hybrid Plan will receive increased funds as a result of the bill. These 
will come from the initial transfer of DC account balances and the ongoing contributions 
for transfers. Additional benefit payments will also be expected to be paid as a result of 
the granting benefits to former Defined Contribution participants. 

o Asset Allocation: Because the bill would affect a relatively small portion of the Hybrid 
Plan's employees, the bill is not expected to create new investment asset allocation 
issues. 

Administration Issues 

> Implementation Issues 

This bill would present implementation issues for the PERS. The bill specifies that the Board 
shall determine the method by which a participating member may make a written election. 
System staff would be responsible for notifying the affected members and processing the 



Mr. Sparb Collins 
October 17, 2014 
Page 4 

forms i n  accordance with the bill . The provision that the spousal s ignature requirement may 
be wa ived in extenuat ing c ircumstances will require that the Board or System staff make 
determ i nations in those cases . 

In addition, for employees who purchased service in the Hybrid Plan, then transferred to the 
Def ined Contribut ion Plan and now transfer back to the Hybrid Plan under this bill, it is 
unclear how future service purchases would be handled. It may be necessary for PERS to 
verify that any requests for future service purchases by such employees do not violate 
permissive service credit purchasing limits under Internal Revenue Code sect ion 4 1  S(n) or 
the Hybrid Plan's own rules l imit ing service credit purchases. 

> Adm i n istrat ive Costs 

The bill would have an impact on the administrative resources of the PERS in addressi ng the 
i mplementat ion issues d iscussed above. 

> Needed Author ity 

The bill appears to provide appropr iate levels of admi n istrative and governance authority to 
the PERS Board to i mplement the mandated changes . 

> Integration 

No i mpact. 

> Employee Communications 

The PERS would need to noti fy the affected participants of their option to elect under the 
b ill. It may also be appropriate for the PERS to assist participants in maki ng this election by 
est i mat i ng the value of benefits under the Hybr id Plan on an individual basis. It may be 
necessary to create a system to perform these calculat ions. 

> Compliance Issues 

Pursuant to Internal Revenue Code section 4 1 5  and the regulations thereunder, annuity 
benefits attributable to a plan-to-plan transfer are not subject to annual benefit dollar 
l i mitations. However, it is our understanding that this exception only applies to the extent 
that the actuarial value of the service credited from the transfer is not greater than the amount 
of the asset transfer. Thus, it appears that actuarial value of the serv ice credited which 
exceeds the value of the assets transferred for any individual will be subject to the Code 
section 4 1  S(b) annual benefit l i m it. For DC Plan partic ipants who transfer to the Hybrid Plan 
and then retire with less than ten years of participation in the Hybrid Plan, their annual 
benefit may be l i mited to the extent that this excess annuity value (when added to 
subsequently earned Hybrid Plan benefit) is greater than the prorated annual benefit 
l i m itation. Thus, it may be advisable for PERS to test the Code section 4 1  S (b) l imit 
applicable to individual participants who retire from the Hybr id Plan w ith i n  I 0 years of 
transferr ing from the DC Plan under this b ill. 

.... 
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> Miscellaneous and Drafting Issues 

The language in this b i l l  indicates that DC Plan participants who elect to transfer to the 
Hybrid P lan waive al l  rights to the DC P lan account balance. It is unclear whether this 
includes the right to the value of mandatory employee contributions, since employee 

contributions under the Hybrid Plan are immediately vested. Thus, you may wish to consider 
communicating that transferring participants retain their rights to receive mandatory 
employee contribution amounts after the transfer, regardless of vesting status under the 
Hybri d  Plan, in the notice to participants of the option to transfer. 

The information contained in this letter is provided within our role as the plan's actuary and 
benefits consultant and is not intended to provide tax or legal advice. We recommend that you 
address a l l  issues described herein with your legal counsel .  The calculations summarized were 
prepared under the supervision of Tammy F. D ixon, FSA, EA, MAAA. P lease call if you have 
any questions or comments. 

S incerely, 

B rad Ramirez, FSA, MAAA, FCA, EA 
Vice President and Consulting Actuary 

/csw 

cc: Tammy Dixon 
Laura M itchel l  

5325809V4/01 640.004 

Sincerely, 
:� ,-. I /; 

, Jl , , ;· .- /,u· I ( / / .  / ;L L · , . �L'tv,·,,· /!.._)(_,,.fL<._'\. 
/ - ;, 

Melanie Walker, JD 
Vice President 
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14.  I fee l  I made the rig ht decision selecti ng the DC 401(a)  p lan  over the Defi ned Benefit p lan .  54 9 13 7 B s 4 

1:: ��- ---··--76-----.---��-�=-���===--�---��-�-=-==�--�====-·=�=-��������=-�---��=-
' . 4 

0 l-- ·---·-- ----- ·--,--- ---- -����-- - - · - · · - - ________ _  ,, __ ___________________ _.:._, 

Disagree Agree N/S 

17.  I would recommend the P E RS Defined Contri bution 40 l(a)  p lan to other  e m ployees? 47 15 7 15 9 1 5 

Disagree Agree N/S 

1 8 .  I am confi d e nt I wil l  have enough m oney to retire. 4 7 13 14 6 16 2 1 

100 r-·----·------y4----
so +--

b _J__ _ _ _  _ 

Disagree 

-- -------------L4-----

1 
�---- ��.· . . �1-1.D-'Y.>' _� �- -------, ���"- -

.--·· -- ·- ----- ----·------, Agree N/S 

! i 
! I 
! 



-=Ir- FI ,,.... 7 --1 � 
. 

201 5  House Bill No. 1 1 54 1 1  )l{ '7- - ') 
Testimony Before the House Government and Veterans Affairs Committee 

Cade Jorgenson 

February 5, 201 5  

Mr. Chairman, Members o f  the Committee: 

Good afternoon; my name is Cade Jorgenson. I am employed by Workforce Safety & Insurance 
and am providing testimony in support of HB 1 1 54. I took annual leave to appear before your 
committee. I request your support in allowing defined contribution plan members the option of 
transferring to the public employees retirement system (the defined benefit plan). 

Despite admirable goals in establishing the defined contribution plan, the plan has significantly 
underperformed expectations and the defined benefit plan. The Segal analysis conducted for the 
Employee Benefits Program Committee concludes the majority of the current defined 
contribution plan members are projected to receive significantly less retirement income under the 
defined contribution plan than projected under the defined benefit plan. 

The defined contribution plan has presented unexpected challenges. My investment company 
(initially Fidelity and currently TIAA-CREFF) is chosen for me along with certain pre-approved 
mutual funds I may invest in. While that selection and "approved fund" process is intended to 
afford protections from poor providers and unsound funds, in my personal experience several of 
those pre-approved funds I invested in went south and were later restricted by the State due to 
poor fund management or mismanagement. Defined contribution members have experienced 
returns substantially inferior to what has been achieved through the defined benefit plan. 

Other employment factors have only served to compound the retirement puzzle for defined 
contribution members. My workers' compensation colleagues and I made the defined 
contribution election with the knowledge we were not classified employees. While this 
eliminated certain employment protections, it also allowed for greater pay scales, merit 
increases, and bonuses unchained to other State employees within the classified service. While a 
State referendum returned Workforce Safety & Insurance to classified service, the defined 
contribution electors were left with all of the personal retirement risk and little upside relative to 
other State employees' retirements. 

I thank you for the opportunities I have had as a public servant and the interest, work, and care 
your committee has devoted to North Dakota State employees. I would respectfully request the 
committee support this bill and the equity and fairness it would bring about for those negatively 
impacted by unforeseen results of the defined contribution plan from inception to the present. 
Despite personal supplemental retirement savings, the gap between defined contribution and 
defined benefit has simply been too large a gap to overcome. The significance in personal lives 
is hard to overstate, as individuals and friends that have provided a career in public service are 
not able to retire in dignity, or at al l, under the defined contribution plan. 

HB l 1 54 ' s  cost is neutral to the public employee retirement fund if the governor' s  budget is 
adopted by the legislature, the defined benefit plan does not cost the State any more funds than 
the defined contribution plan, and the defined benefit plan is projected to provide as much as 
double the benefit at the same input cost. Please give serious deliberation to passing this bill and 
thank you for your consideration. 



Good Afternoon, Mr. Chairman and Members of the Committee, my name is Jolene Rohde, I 
am the Impairment Auditor at Workforce Safety and Insurance (WSI). I am here today to testify 
in support of HB1154 and ask for your support. I would hope that I will be able to enlighten you 
as to how this bill affects me and why I have taken annual leave to be here today. 

I began my employment with WSI, then known as the Workers' Compensation Bureau in 1997. 
In 1999, Legislative action removed our Agency from the control of the Governor of North 
Dakota and placed us under the control of an Agency Board. At that time, the Administration of 
WSI held meetings with agency personnel in which they informed us of the legislative change 
and informed us that, if we planned to be with the organization for longer than 10 years or had 
greater than 1 O years prior to retirement, it would be in our best interest to remove ourselves 
from the Defined Benefit Retirement Fund and enroll in the Defined Contribution Fund since 
NOT IF but rather WHEN the Agency privatized we would lose our retirement funds. We were 
informed that this change in fund choice would in no way change our retirement benefits or what 
we were entitled to, but was merely another method of investing our funds and would allow us to 
have our retirement funds available WHEN the Agency became a private Insurance Fund. 

These facts can be verified by numerous of my co-workers who were also employed with WSI in 
1999. Some of whom are here today and others who were unable to attend due to work 
constraints . 

Since that time, of course WSI has not privatized and the Agency, by a vote of the people, was 
placed back under the control of the Governor of ND in 2009. Thus, WSI employees were again 
placed under the constraints of HRMS, placed back into the classified employee status and our 
retirement funds are controlled by the State as to where they can be invested, in what funds 
they are invested and what company manages the funds, etc. However, there have been no 
provisions nor are we allowed to an opportunity to return to the Defined Benefit Retirement Plan. 
Yes, we erred in believing the Administration of WSI that our benefits would be no different in 
the Defined Contribution Plan than that of the Defined Benefit Plan, but would merely be 
invested differently. However, were we really wrong to believe that the Administration of our 
employer would not have our best interest at heart? This lack of information and understanding 
was so prevalent that I have had co-workers, 1 of whom you have heard from today, that have 
actually contacted NDPERS for information on when they would meet the rule of 85 and 
requested information on buying years of service, only to be told, "What are you doing, this 
doesn't apply to you". 

I am not talking about WSI employees who wanted to "take their money and run" in 1999, unlike 
Agency administration . I am talking about hard-working, dedicated state employees who have 
stuck with the Agency and the State of ND , who have continued to service the State of North 
Dakota and its' injured workers. I don't believe it is entirely our fault that we believed and 
trusted the Administration of WSI and it is not in any way our fault that the Agency has been 
removed from the control of the Agency Board and placed under the control of the Governor. 
Yet, we do not have the rights and benefits of the State Defined Benefit Retirement System. 

The Defined Contribution Retirement Program Election form that I signed on December ?1h 
of 1999 states, and I quote: ... I understand mv election is irrevocable and permanent. I will be 



unable to rejoin the defined benefit retirement program even if I later become employed in a 
position which would be ineligible for the defined contribution program except if I become an 
employee of the judicial branch, the board of higher education or a state institution under the 
jurisdiction of the board of higher education. 

There are a couple of issues regarding this statement that I would like to bring to your attention . 
Firstly, in regards to it being permanent and irrevocable. There was a bill sponsored and 
passes previously that allowed state employees to opt back into the Defined Benefit Plan who 
had previously opted out. HB 1360 was sponsored by Representative Martinson and Senator 
Lodoen in 1987. Secondly, nowhere in this election form does it say that I am ineligible to rejoin 
or would be precluded from a return to the defined benefit program in the event that my position 
was changed to classified status through a method beyond my control and through no fault of 
my own. 

I respectfully request that you give a DO PASS recommendation to HB1154 or at the very least 
provide for provisions to allow WSI employees to be allowed the opportunity to return to the 
Defined Benefit Retirement Plan given the change of status of our Organization and the 
misinformation we were provided. ND United leadership can also tell you that they were not 
allowed to contact agency employees to discuss this legislation in 1999 and I know for a fact 
that agency staff were told that NDPEA and PERS were not be to contacted for assistance or 

direction. 

My ill-advised decision in 1999 along with the change in my job classification status has caused 
me a great deal of anxiety as the facts of what I lost have come to light. I can tell you that I truly 
love my job, because I feel that I make a difference for the injured workers' I serve and that I am 
an asset to the employers, providers, my co-workers, WSI and the State. However, that being 
said, I would like to have the peace of mind to know that when the time comes that I no longer 
can be or feel that I am an asset, that I can make that decision knowing that I can retire. 

You would be righting a wrong for hard-working, dedicated state employees who were blatantly 
mislead, who through no fault of theirs had their employment status changed, but have 
remained in their positions with WSI through the turmoil that fell upon the agency and the vote 
of the people that returned them to classified status employment. All through events beyond 
their control. I and likely none of my co-workers in this situation, would see this opportunity as a 
"get out of jail free card". We realize that this option could come at a price despite that an 
interim actuarial study supported that allowing employees of our Agency the opportunity to 
return to the Defined Benefit Retirement Plan would and/or could strengthen the fund , rather 
than hurt the fund , but more important than that, I believe it is the right thing for you to do. I 
would ask that you please give HB1154 a DO PASS recommendation and provide your support 

for this bill. 



Test i m o ny in su pport of H B  1 154 

M r .  C h a i rm a n  and Members of the Com mittee, my name is Al Schmidt and I am giving test imony in 

support of H B  1154 . I have been employed with the State of North Da kota for 18 yea rs, a l l  with 

Workforce Safety and Insura nce. 

I n  1999, ! ,  as  an  employee of Workers Compensation Bureau, was advised by the Ad m i n istration, of a 

c h o ice  between two p lans :  The Defined Benefit P lan  (which is the PERS State Benefit P lan )  and the 

Defi n ed Contribution Plan.  As presented to me, i n  The Defined Benefit P lan,  the State I nvestment Board 

chooses how to invest my money, and  i n  the Defined Contribution P lan, the com pany Fidel ity, wi l l  i nvest 

my m oney. When I i nqui red about the choice d i ffe rences, I was advised this is "just" another way to 

invest my reti rement funds, and  a l l  .N D State retirement benefits wi l l  a lways apply to me, no matter 

what p l an  I chose, the on ly choice I needed to m a ke was who wil l  invest my ret i rement fu nds for me. 

Du r ing  this t ime, it was voca l i zed nu merous t imes by the Ad min istration at that t ime that the Agency 

w i l l  be privat ized, a nd not choosing this p lan, I may not. have a reti rement p lan at a l l .  I was a lso adv ised 

I was a non-classified State e m ployee s ince Workers Compensation was not u nder  the control of the 

Governor .  The pictu re, as  presented by the Ad min istration, was the Defined Contr ibut ion P lan  with 

F ide l ity was the better p lan .  Aga i n, I i nqu i red a bout the two p lans  and was never told I was giving up the 

R u l e  of 85, Disa b i l ity Benefits, and the opportun ity to buy ea rly reti rement, thus I was not concerned 

about  the "not i rrevocable c la use" . As presented, this was a great pla n .  Both p lans had the same 

opt ion s  and benefits. O h ly i n  2009, when WSI was p laced back under the Governor, and WSI was not 

p rivat i zed, did I beg in  to rea l ize what had ha ppened . I was consumed with d isbe l ief to learn what I had 

lost  in  choosing the Defined Contribution P lan .  Now, I do not have a v iab le ret i rement pla n, after 18 

yea rs with the State of Nort h  Da kota, a r)d a com pa ny I enjoy working at .  

Now, I am a classified state e m p loyee again,  subject to the constra ints of H RMS and  subject to State 

c lass ifications and sa la ry ca ps, but I do not receive the benefit of a v iab le reti rement p lan .  I have been 

overwhelmed with concern, worry and can't begin to express the persona l  im pact this decision has o n  

m e .  Yet, I continue t o  work fo r the State o f  North  Da kota . I a s k  mysel( " How wi l l  I ret i re"? Maybe · 

someday when I 'm ve ry o ld .  P lease, I ask for you r  he lp  to cha nge my outcome. The State of N D  wi i i  be 

fine, the  Fund wi l l  be fi ne, a n d  passing H B  1 154 wi l l  give me and my fa mi ly a via ble reti rement p lan .  

M r .  Cha i rman and Co m m ittee Mem bers, I 'm ask ing you for th is  opportun ity to g ive me a n d  my fa mi ly  a 

via b le  ret irement p lan with the State of North Dakota . I respectfu l ly ask for you r  he lp  i n  a l lowing me to 

choose the State of North Da kota's Defined Benefit P lan, and ask you to support and  pass H B  1 1 54. 



RE: HB 1 154 

To whom it may concern: 

I would like to kindly ask for your support of passing the bill. I made a mistake and did not 

realize the ramifications it would make on my retirement. I did not know what questions to 

ask or who to ask when I provided the option to opt out. I was young and neither of 

parents graduated high school. They did not know how to advise me. 

If the Governor's budget is passed and it does not cost the state anything or if there is an 

administration fee to transfer over that I can afford I would embrace the opportunity to opt 

back in. 

I ask for your help in making this a possibility for me to correct. Thank you for your 

consideration. 

Sincerely, 

Wendy Malard 

State Employee 



Brockel, Susan M .  

rom :  

Sent: 

To: 

Subject: 

To whom it may concern:  

susan < ksbrockel@ bis.midco.net> 

Wednesday, February 04, 2015 10:38 P M  
Brockel, Susan M .  
fu nd - i+B \ \C54 

Fi rst let me introduce myself. My name is Susa n  Brockel I have been a state employee since 1998. When I was h ired I 

d i d n't have benefits but 4 months later I was give n benefits and was told I had to sign u p  with the 401A defined 

contribution p lan  beca use the state was going to cha nge over to that retirement p lan,  so I did .  Lets fast forwa rd lS yea rs 

a nd my reti rement fu nd is sitting a round SS tho usand a nd most of that is what I contributed.  And to make matters 

worse 3 yea rs ago I a pp l ied for a new position that was a step up in  the company but I had to go down in  pay so I wasn't 

m a king m o re than the new peo ple in  that department even tho I had been with the com pany for 12 years and the new 

e m p loyees had been with the com pa ny less than 2.  I don't know why that is but I went home a nd told my husband I got 

a new job but I have to get a 2nd job to make up for the money that I was now going to be losing. So beca use I was give n 

the wrong i nfo rmation in 1998 I wi l l  be paying the p rice. Now if you do the math you wi l l  see that I wil l  never have 

e nough to help me reti re .  So when I do reach that age I can a p ply for assista nce beca use I won't have enough to l ive on 

a nd I can say I was a n  e m p loyee with the state for yea rs. I wish I could be there to te l l  you my story in  person b ut I I 
wasn't ab le  to procure the time off. o� M D 

Tha n k  you for yo u r  time 

usan Brockel 

This e m a i l  has been checked for vi ruses by Avast antivirus softwa re . 

http://www.avast.com 



Thank you f o r  t a k i n g  the t ime to read my t e s t imony rega rding the 
de f i ned cont r ibut i on ( DC prog ram )  and HB 1 1 5 4 . Im s o r r y I cou l d  not 
a f fo rd the annual l e ave to a t t end i n  p e r s on . 

To thi s day I s t ruggle to unde r s tand how thi s s i tu a t i o n  r e g a rd i ng the 
DC p l an happened . The prior admi n i s t r a t i on a t  WS I l e d  u s  a s  emp l o ye e s  
t o  b e l i eve t h ings that we r e  not t rue , and t h e r e f o r e  I and many o f  my 
cowo r ke r s  opted into the DC p l an ,  caus ing us to l o s e  b e ne f i t s  we wou l d  
h a v e  h a d  i f  w e  h a d  n o t  bought into t h e  admi n i s t r a t i on s  t a c t i c s  t o  
conv i n c e  u s  t o  s w i t ch . I t  i s  ext r eme l y  di s he a rt en i ng t o  know that we 
were wo r k i ng fo r an admi n i s t ra t i o n  that did not con s ide r our b e s t  
i n t e re s t , b u t  ra the r f e l t  i t  approp r i a te t o  manipu l a t e  the f act s i n  
o rder t o  convince u s  t o  d o  what t h e y  wanted . I d i d  n o t  o p t  t o  make 
t h i s move in the hop e s  of g e t t ing r i ch in the ma r ke t , but to the 
c o n t r a r y  I was l e d t o  b e l i eve if I did not change t o  the DC p l a n ,  when 
W S I  p r i va t i z e d  I wo uld have l o s t  a l l  of my r e t i rement that I had 
a l r e ady b u i l t  up . P l e a s e  note that thi s was s o l d  to us on the b a s i s  
o f  WHEN our agency was p r i va t i zed we would l o s e  o r  bene f i t s , not I F  we 
were p r i v a t i z ed .  As you may r e ca l l  we opted out in 1 9 9 9  but i n  2 0 0 9  
the l e g i s l ature voted u s  b a c k  unde r the HRMS s y s t em but we we re not 
a l l owed back into the DB prog ram . 

Fo r tho s e  o f  us who have b e e n  long - t e rm emp l o ye e s , who s aw our future 
c a r e e r s  t o  be that of s t a t e  s e rvi ce , we were told i f  we wanted t o  wo r k  
f o r  the s ta t e  i n  t h e  future f o r  1 0  ye a r s  o r  mo r e , i t  was i n  our be s t  
i n t e r e s t  t o  change ove r t o  the DC p l a n . Had I b e e n  a l e s s  t ru s t ing 
emp l o ye e ,  I might have rea l i z e d  that they had the i r  own u l t e r i o r  
mo t i ve s i n  s e l l i ng u s  on t h e  DC p l a n . Howeve r ,  having dedi cated s o  
much t ime and e f f o r t  t o  m y  c a r e e r  w i t h  W S I , I b e l i eved at t h e  t ime 
that the company would not l e ad us a s t ray or push us to ma ke a 
de c i s ion that wou l d  have de t r ime n t a l  e f f e c t s  on our l i v e l i hood in the 
future . P l e a s e  don ' t mi s l e a d  future h i r e s  to make the s ame t e r r i b l e  
mi s t a ke we were l e d t o  ma ke . I t  wi l l  n o t  be i n  the i r  be s t  i n t e r e s t .  

I have dedi c a ted my wo r k  l i fe t o  W S I  for 2 1  p l u s  y e a r s  a s  a c l a ims 
adj u s t o r . We have b e e n  th rough good t ime s as we l l  as s ome very t rying 
t ime s . At t imes we have endured a g r e a t  de a l  o f  negat ive med i a  
a t t e n t i on a n d  v e r y  s t re s s ful w o r k  condi t i on s  wh i ch l e d  many p e op l e  t o  
l e ave the company . Howeve r ,  s ome o f  u s  who have endu red high r a t e s  o f  
tu rnove r and stuc k i t  out , e i ther be cause w e  f e l t  there wa s g r e a t  
me r i t  i n  the wo r k  we d o  o r  b e c a u s e  w e  f e l t  w e  wou l d  b e  r ewarded for 
a l l  our ye a r s  o f dedi c a t i o n  i n  the end are now s u f f e r ing the 
cons e quence s of the de c i s i on t o  change t o  the de f i n e d  cont r i bution 
p l a n . 

Du r i ng the l a s t  l e g i s l a t i ve s e s s ion I d i s cove red that with the change 
to the DC p l a n we a l s o  l o s t  the rule of 8 5  and now I f e e l  I ma y never 
have the opportun i t y  to r e t i r e . As s omeone who h a s  dedi cated so much 
t ime , e n e rg y ,  and commi tment to t h i s  company and thi s s ta t e , I am 
e x t r eme l y  f r u s t r a t e d  by th i s  mat t e r . I am a s i n g l e  parent o f  two 
ch i l dren who I h ave r a i s e d  a l one . I have wo r ked fu l l  t ime at W S I  s i nc e  



• 

• 

1 9 9 3 . I have al s o  worked a s econd ful l -time j ob for the past 1 0  years 
i n  order to help my children get through col lege . I do not regret 
working the s econd j ob but would l i ke to think at s ome point I woul d  
b e  abl e  to retire . However now i t  i s  unrea l i s t i c  t o  bel i eve that I 
wi l l  ever be able to retire despite my extensive commitment to and 
h i s tory of s tate ser�i ce . 

At WS I our j obs are getting harder a l l  the time with the nature o f  the 
g l obal workforce working in North Dakota, yet every day I come to wor k  
with the goal o f  trying to e a s e  the burden for inj ured workers and 
making the di ffi cul t s i tuations they are facing whi l e  being inj ured 
l e s s  daunting . The s e  inj ured workers are concerned about thei r  
l ivel ihood and future s . I n  a way ,  those o f  u s  who were convinced to 
switch to the DC plan now have s imi lar fears and uncertaint i e s  despite 
having dedi cated many years o f  serv i ce to the s tate of North Dakota . 
We too are facing an uncertain future of not knowing i f  we wi l l  ever 
be able to ret i re . 

According l y ,  I a s k  that you please cons ider house b i l l  1 15 4  to al l ow 
thos e  o f  u s  who have dedicated our work l ives to s tate s e rvice the 
s e curity we de s e rve by allowing us to return to the de fined bene fit 
p lan s o  that we might be abl e  to retire at some point in the future . 

Thank you for your time and attent ion to thi s matter . 

Tami Ol s on 



Testimony for HB 1 1 54 

2/4/20 1 5  

To Mr. Chairman and Members of the Committee, 

My name is Sheree Schafer and this testimony is written on my behalf in support for HB 1 1 54 and respectfully 
asking for your support also. I am also taking annual leave to be able to sit in the committee hearing. 

In 1 994, I started working for the state agency known as Workers Compensation Bureau back then, as a temp. I 
was only 22 at the time and could have not known that I would sti l l  be here (now Workforce Safety and Ins) 
many years later . It wasn't j ust a job for me, its became my l ively hood. I was blessed with an FTE position 
within j ust a few months of employment. Even after the huge influx of duties due to the oil boom, I am sti l l  
today, 20  years later, a very dedicated , hardworking state employee who is grateful t o  have a j o b  knowing one 
day l would be granted the benefits of being a dedicated worker for the state of ND for so long. 

About 3 years ago, l got a wake up call when I found out that THOSE benefits that I was looking forward too in 

my retirement were not a reality. A co-worker of mine was checking into buying years of service to meet the 
ru le of 85,  when she was shockingly told by PERS that she was not eligible due to being in the Defined 
Contribution Plan. Along with this info, other info of the benefits that were taken from those of us, who moved 
to the DC plan from the DB plan, also flowed thru the agency l ike a tidal wave of NEW information about our 
retirement. Many coworkers were unaware of any of this in the months that followed as people started asking 
outside sources for info. I was heartbroken, to realize my administration and my leaders back in 1 999, that I 
bel ieved to have my best interest in, mislead so many of us and did not present a clear picture to the differences 
in the 2 plans. Very important information was not given to us to make a sound decision on which plan to 
choose. I recall now, thinking back so many years, how a decision was pushed on us to make th is l ife changing 
choice very quickly because legislation had j ust passed this bil l  in 1 999. At that time the administration of WSI 
informed agency personnel of this legislative change and indicated if we had greater then I 0 yrs prior to 
retirement, it  would be in our best interest to remove ourselves from the Defined Benefit Retirement plan and 
enrol l  in the Defined Contribution Fund since not if, BUT RATHER, when the agency privatized we would lose 
our retirement. And we were left to believe how marvelous th is move to DB was going to be. I didn't make the 
move to DC from DB for greed sake, l did it because I was young, naive and very uninformed by those I trusted. 
Workforce Safety was in such uncertainty back in those days and a push for privatization was hugely portrayed 
to us by our leaders. I was scared by what I was being told that there was a huge risk of l oosing our retirement. 
Yet now, we find our agency back under the direction of the Gover nor as a vote by the people in 2009. There are 
definitely other agencies who had employees move plans due to this bi l l  passing in 1 999, but if you take a l ook 
at the volume of how many WSI employees moved to the DC plan, because of the huge number that should raise 
alarm as to something doesn't add up for our agency. 

l am single and have no one else to rely on or assist me in my future. No words can express the amount of tears 
and anxiety that l have over th is error that I made because I didn't ask the right questions of the right individuals 
who could have given me the right information. We were given direction at that time not to contact NDPEA or 
PERS for assistance. 

Mr Chairman and members of the committee, I am asking your support and that you wil l  vote for a one time 
chance for us to become members of the public employees retirement system again and get out of the Defined 
Contribution Fund. Please help me right a wrong so I can choose to retire someday. 

Thank you, 

Sheree Schafer 



February 4, 2015 

RE:  Test imony fo r HB 1 154 

To the  Cha i rman  and Mem bers of the Comm ittee: 

I am writ ing the test imony in hopes that you wi l l  vote to a l low participating members the opportun ity to 
term inate mem bership in the defined contribution reti rement p lan  and e lect to become a participating 
m e m be r  in the pu bl ic em ployee's retirement system . 

I began working for WSI in 1997 and have been a ded icated and loya l WSI em ployee for the past 18 

yea rs.  I n  1 999, Legislative actio n removed WSI from the control of the Governor of North  Da kota a nd 
placed us under  the control of a n  Agency Boa rd . WSI staff was told at that t ime if we p lan ned to be with 
WSI for a ny length of t ime it would be i n  our best i nterest to remove ourselves from the Defined Benefit 
Ret i rement Fund and enro l l  in the Defined Contribution Fund.  

It later ca me to my attention the leaders of WSI were not forthcom ing with a l l  the facts rega rding the 
Defi ned Contribution P lan .  This lack of information and understa nd ing of what was tru ly  happening is 
now affecting my future. 

I n  2 008 WSI e m p loyees were placed in to the state personnel  system and the Governor. I feel with th is  
major  cha nge i t  p laced us i n  a d i fferent posit ion.  I ask  that you please take the t ime and review a l l  the 
facts of what tra nsp ired i n  1 999 before mak ing yo ur  decision on  HB 1 1 54 .  

I have i nvested and am proud to  say  I have worked at WSI for the  past 18 years. My p l an  i s  to  cont inue 
to serve the injured worker, em ploye r and the State of North Dakota . 

P lease vote to a l low us the opportun ity to become a participating member in the pub l ic e m ployee's 
ret ire ment system.  Thank you for your  t ime in considering the matter. 

S incere ly, 

� ' - \ r-
�� ·� L  

D i a ne Weide 



Test imony fo r H B  1 154 

2/2/15 

To M r. Cha i rman  and Membe rs of the Comm ittee: 

My n a m e  is  Brenda Sch lomer, I am here spea king on behalf of myself, as an  ind iv idual  and th is  is  my 

test i m o ny in  support of HB 1 154. I have used my earned annua l  leave in  order to be here today. 

My reason for being here today has everyth ing to do with being a state employee for the past 29+ yea rs. 

I began wo rking for WSI at the age of 22, which was in 1985. Little did I know at that time that WSI 

wou l d  become my ca reer. 2 9  years later I am sti l l  a ded icated, loya l state em ployee he lp ing injured 

1,vorkers through the workers com pensation process, and a state employee who was looking forward to 

reti re ment  a nd the Ru le of 8 5 .  

Seve ra l yea rs ago I contacted PERS a bout buying yea rs of  service credit to see if it would be an  

affo rd a b le option for sooner reti rement .  I sent them the req u i red paperwork and with in  the same day I 

received a distu rbing phone ca l l  from PERS asking me what I thought I was doing? What d id  I want? I 

was i nformed at that t ime that I was NOT EL IG I BLE to buy yea rs of service credit, and I was NOT EL IG I B E L  

fo r t h e  R u le o f  8 5  beca use I was i n  the Defi ned Contribution P lan .  

Ove r the  course of that  day fo l lowed by the weeks, a nd months to fo l low, i t  has become crysta l  clea r 

that  t h e  leaders and the a d m in istration department of WSI in 1999 d id  not present c lear o r  true 

i nfo rmat ion to employees, nor did they have the wel l-being or best i nterest of their em ployees in  m ind, 

nor  d id they provide necessa ry and crucial  information for me regard ing the Defined Contr ibution P l an .  

Th is  was  a l ife cha nging decis ion .  I was  s im ply trying to  protect wh.at I had  for ret irement, I W<lS not 

trying to get rich. The decis ion I made cost me the· d ream of ret i rement .  People that I trusted told us . 

what  to do.  The Defined Contribut ion P lan  is not a viable reti rement option .  When I meet with my 

fin a n c i a l  p lanner, I am consta ntly told that I "m ight" have enough funds to ret i re on  for about 7 years 

tota l ,  then better p lan  on find ing a nother job. and working a long time. This is not a ret irement p lan .  

I ca n not  describe my d isa ppointment, my sieep iess n ights, my tea rs, my frustrations over th i s  te rrible 

s i tuat ion that I find myself i n .  

M r. C h a i rman  and mem bers o f  t h e  com mittee, I hope that you w i l l  pass H B  1 1 54 and a l low participat ing 

m e m bers a one-time opportun ity to terminate mem bership in the defined contribution retirement p lan  

a n d  e lect to  become a part ic ipat ing member  i n  the  publ ic  employees ret irement system. I deserve th i s  

opport u n ity, my fam i ly deserves th is, and the  State of  North Da kota ca n afford it . 

I fee l  with this opportun ity granted, the state of North Da kota wil l  be j ust fine .  The fu nd wil l  be just f ine 

a nd for myself and my fami ly, I can actua l ly  have a v iable ret i rement p lan to work towa rds. 



2 0 1 5  House B i l l  1 154 

Testi m ony by Denise K ienzle, Cla ims Adjuster/WSI 

Februa ry 4, 2015 

M r. Chairman,  Members of the Com m ittee: 

My name is Den ise K ienz le and I am giving test imony in  regards to HB 1 154, the Defined Contribut ion 

P l a n .  

I h ave been a loya l and dedicated state employee for over 2 4  years. I n  1999 t h e  leaders and H u m a n  

Resou rces { H R) depa rtment o f  Workforce Safety & I nsurance (WSI}, t h e  t h e n  admin istration; prese nted 

to us what is  now ca l led the Defi ned Co ntr ibut ion P lan .  

When p resented to us they did not present a ny c lear or  truthful i nformation, they d id not i nform any of 

us how th is wou ld play o ut, they d id  not info rm any of us that we would not be considered under the 

Ru le of  85.  That when we would reti re, we would have to figu re out what to do with what l ittle bit we 

have.  We were never to ld that when the money is gone it is gone, un l i ke other state employee i n  the 

Defi ned Benefits P lan, who o nce retired, cont inue to receive benefits u nt i l  the day they a re no longer on 

this earth .  

We, we re l ied to and pressured i nto mak ing a very rushed and i l l  i nformed dec is ion .  I nformation was 

wit h h e ld and  we were l ied to ! 

The way th ings sta nd;  I w i l l  never be a b le to reti re, I wi l l  have to cont inue to work as I wi l l  never have 

the o pport u n ity to enjoy my Golden years. 

I be l ieve the o n ly fa ir and just th ing for the state of North Dakota it to a l low HB 1 1 54 to pass so that 

those employees that were unfa i r ly treated, l ied to, and pressured i nto ma king a i l l - i nformed decis ion to . 

be a l l owed to come back into the Defined Benefits P lan, without a ny pena lt ies, so that we too can 

someday enjoy the opportun ity to reti re l ike other  state employees. The state of North Dakota wi l l  be 

fi ne  and the state ret i rement fu nd with be fine and with the passing of HB 1 1 54 now my fa mi ly and  

myself ca n actua l ly have someth ing to  ret ire on .  



HB 1154 Testimony by 

Patty G leich, Claims Technician 

February 4, 2015 

M r. Cha irma n, Mem bers of the Com m ittee: 

My name is Patty G leich and I a m  submitt ing my testimony i n  HB 1 1 54.  

I am proud of my 29 years of service to the state but  I am not proud of the events that took place in 1 999 

when the Defined Contribution Plan was i ntroduced to W. S . I .  em ployees and how it was presented . It  

was presented as a "rosy future" for us because we were told "there was a lot of money being made in 

the stock market." We were never given the whole big picture. As I recal l  we were only in meetings 

about Defined Contribution but never about Defined Benefit. I never remember North Dakota P . E . R . S  

coming i n  for a meeting to inform u s  of the repercussions i f  we switched. 

I made a very bad choice. I feel very naive as I tell you today I honestly did not know u ntil very recently 

that I gave up the " R u le of 85" or the fact that if I accepted employment at another state agency I wou ldn 't 

be g iven the opportun ity to opt back in to the Defined Benefit plan. W. S . I .  employees were never g iven 

al l  the i nformation to make a smart choice. So in the process some good hard-working and honest 

people have given up their hope and dreams of actually being able to retire. 

Please put yourself in our shoes. What if you worked your whole life and were never able to retire? 

This is our reality. This is the reality of your decisions here today. Please take them to heart. You now 

have a chance to right a wrong. 

This is our l ivel ihood. We have served North Dakota proudly with our ded ication and loyalty and we 

deserve to be able to wal k  away in our later years with a sense of satisfaction and security. We have 

served this state and I plead with you to serve us back. 

Please pass this bill as written and al low the State employees the opportunity to opt back into the 

Defined Benefit plan.  



, ,  

Thank you for your t ime in al lowing me to tel l  my story. 

Sincerely, 

V�OOM'\ 
Patty Gleich 



Testimony in support of H B  1 1 54 

M r .  C h a irman and Mem bers of the Committee: 

My name is Tamara Sol ie a n d  I am employed by Workforce Safety and I ns u rance (WS I ) .  
e n ro l led in the defined contribution ( DC) p lan in 1 999,  when the option was offered to WSI  
e m p l oyees.  The DC p l a n  was strongly so ld  to  WSI employees,  as is evident by the n u m ber 
of e m ployees that made the e lection.  At  the time of my election ,  I was lead to bel ieve that 
WSI was moving toward p rivatizatio n ,  and if I d id not make the e lection , my reti rement fu nds 
wou l d  not be transferred to the private employer. I was trying to p rotect my retirement, and 
i n  n o  way saw th is a s  a n  opportun ity to get rich in the stock m a rket. In rea l ity, the 
m ovement to the DC plan h_as jeopa rd ized my retirement. 

My retirement was fu rther compromised by an in itiated measure in 2008 . The people of 
North Dakota voted to return WS I to the control of the Governor,  and WS I employees were 
ret u rned to H R MS. This  resu lted i n  WS I e m ployees being reclassified , which negatively 
i m p a Cted severa l e m ployees' pay/retirement earning potentia l .  Affected WS I employees 
a re n ow subject to the state classification system and pay g rades,  but do not share the 
ce rtainty and sta bi l ity of a defined benefit p la n .  This is a n  obvious ineq u ity for those of us 
affected by the 2008 change.  

Also,  TIAA-C R E F  c h a rges a quarterly fee for management of my retirement account .  
M e mbers of  the defi ned benefit p lan a re not  charged th is  fee ,  and i t  seems u nfa ir  that D C  
members must bear t h i s  expense. 

The passing of H B  1 1 54 is a n  opportun ity to provide a stable and secure retirement for 
affected state em p loyees . I a m  not looking for a handout.  I understa nd that the passing of 
this b i l l  wil l  not negatively i mpact, and may in fact help, the state's retirement fu nd .  

Tha n k  you for you r  consideration and support .  

:)Mr?MA �� 
Tama ra Solie 



Good Afternoon, M r. Chairman and Members of the Committee: 

My name is Susan Lackman. I am currently employed with Workforce Safety & Insurance as a Claims 

Adjuster since January 1994. I took annual leave to be here in person this afternoon for the hearing of 

HB1154. I am here to ask for your support in recommending a "Do Pass" for HB1154 which would give 

me the option to return to the Defined Benefit plan. 

Unfortunate ly, in December 1999, I made the decision to opt out of the Defined Benefit plan after 

having been provided inaccurate information. However, I never realized the ful l  ramifications of that 

decision unti l  over 15+ years later when I discovered the Rule of 85 does not apply to me; and I no 

longer have the option to purchase years of service should I have the opportunity and means to do so. 

don't want to see a nyone else make the same mistake that I did when I inadvertently removed myself 

from the state pension plan, thereby sacrificing my future financial stabil ity during my retirement years. 

While management of my own retirement funds sounds l ike a good thing, it truly is not. Here are just a 

few reasons why I believe it is not a good plan: 1) I am not a financial planner or advisor. While I have 

some understanding of the stock market, mutual funds, etc., I don't have the expertise or time to 

manage my own retirement funds in order to maximize my return. 2) I have no choice as to the financial 

company where I have to put my funds because I am only a l lowed to use the company selected by ND 

PERS via an RFP. Since 1999 the financial company has been changed two times: first it was with Fidelity 

and currently is with TIAA-CREF. 3) Moreover, even within the financial firm selected, I am further 

l imited to specific funds within the company. 

When the decision to opt out of the Defined Benefit program was made in 1999, WSI was administered 

by a Board of Directors a nd were outside of H RMS (ca lled Central Personnel at the time) for a number of 

years. In 2008 as a result of a vote of the people of North Dakota, WSI was placed back under the 

purview of the Governor and HRMS but there was no opportunity to return to the Defined Benefit 

program.  

I am asking for your support of HB1154 with a "Do Pass" recommendation. This would give me, as wel l  

as others who previously opted out  of  the Defined Benefit plan, the option to  come back into the 

Defined Benefit plan; and it would give me the opportunity to retire in the future with some financial 

stabil ity. 

Thank you for your time and consideration, 

Sincerely, 

� �Ut�  
Susan Lackman Date 
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My n a m e  is  J e a n i n e  Doerr a n d  I strongly s u p port H B 1 154. I am a m e m be r  of a s m a l l  grou p  of 

Wo rkforce Safety a n d  I ns u ra n ce (WS I }  e m pl oyees that h ave been a dversely affected by a 

u n i q u e  ser ies of legis l ative events contro l l i n g  WSI .  H B 1 154 p rovi d es a remedy to that grou p  of 

e m p l oyees.  

I am cu rrently e m ployed a s  an a ppea ls  referee with J o b  Service N o rt h  Da kota s i n ce Febru a ry 

2012.  Before tra n sferri ng fro m o n e  state agen cy (WS I }  to a noth er (JS N D},  I h a d  been e m p l oyed 

by WSI for a p p roxi m ately 17 years. At the start of my e m pl oym e nt with Job Service, I was n ot 

perm itted to e n ro l l  i n  the state offered d efi n ed benefit ( DB}  ret irement p l a n  beca use I h ad 

e n ro l l ed i n  t h e  d efi ned contri b ution ( DC} p l a n  i n  1999 w h i l e  a WS I e m p l oyee.  

A l itt l e  h i story on how enrol lm ent i n  the DC p l a n  ca m e  a bout. . .  In 1999, after WS I was removed 

from the state c lass ified e m p l oyee structu re, WSI m a n agement i n it i ated e m p l oyee m e et i ngs 

a n d  p resentat ions  stro ngly encouraging e m p l oyees to convert ret i re m ent b e nefits to the DC 

p l a n .  I b e l ieve m ost e m p loyees e l ected to convert a n d  d i d  so based u pon i n a d e q u ate 

i nformati o n .  The p r i m a ry issue conveyed was the "port a b i l ity" of the p l a n  a n d  that it wou l d  

p rovid e  t h e  e n ro l lee  t o  be t h e  capta in  o f  the ir  own s h i p, s o  t o  speak.  However, t h is was 

m is l e a d i n g  i nform ation .  T h e  state ret i rem ent board selects t h e  fu n d  m a nager, a s  wel l  a s  the 

l i m ited se lect ion  of  i nvest m e nt fu nds .  F u rther, the fu n d  m a n ager d e d u cts a q u a rterly 

m a n agem ent assess m e nt fee d i rect ly fro m the ret i re m ent a cco u nt .  This a p pears to be a n  

u nfa i r  tran sfer of a d m i n i strative costs associated with a state b e n efit that s h o u l d  be borne by 

t h e  e m p l oyer, certa i n ly d u ri ng the period of t i m e  the e n ro l lee rem a i n s  an a ctive e m p loyee. T h e  

state d oes n ot tra n sfer a d m i n istrative costs associated w i t h  t h e  D B  p l a n  o n t o  e m p l oyees 

e n ro l l ed in t h at ret i rement p l a n .  

At t h e  t i m e  t h e  reti rement p l a n  convers ion was promoted, t h e re was n ever a ny d isclosu re that 

e l ecti n g  the DC p l a n  wou l d  req u i re the e n ro l l e e  to forego oth e r  b e n efits that a re associated 

with the DB p l a n .  One such b e n efit is  the d i s a b i l ity p rovis ion p rovided u n d e r  the DB p l a n ,  t h e  

cost of which is  e nt i re ly b o r n e  by the e m p loyer. The o n ly access to d is a b i l ity ava i l a b l e  to a 

m e m b e r  of t h e  DC p l a n  i s  essent i a l ly a wit h d rawa l from the ir  i n d ivid u a l  DC accou nt, there by 

red u c ing fu n d s  ava i l a b l e  fo r ret i re m ent.  The d is a b i l ity offered to m e m bers of t h e  DB p l a n  d oes 

n ot a p p ea r  to u lt i m ately affect their  ava i la b l e  fu n d s  at ret i re m e nt .  Th is  i s  a h uge d isparity in 

treatment .  
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An oth e r  ben efit not ava i l a b l e  to m e m be rs of t h e  DC p l a n  is t h e  P E P  p rogra m ava i l a b l e  to t h e  D B  

m e m b e rs w h i c h  p rovides for e m p loye r-sponsored incentives for a d d it i o n a l  savi ngs with 

d eferred com pe n sati o n .  There i s  no s i m i la r  i n centive for those in the DC p l a n .  H owever, given 

the d is p a rity in ant ic ipated ret i rem e nt receipts ( DC p l a n  m e m be rs cu rre ntly proj ected at 40-

60% of what DB p l a n  m e m bers can expect to receive), t h e  savings i n  t h e  d eferred 

com pe n satio n  p rogra m is  even more crit ical  for DC p l a n  m e m be rs a n d  shou ld be somehow 

s i m i l a rly i n centivized .  

H B 1154 p rovides a rem ed y  for the s m a l l  grou p  of  e m p l oyees who h ave been adversely affected 

by the fo l lowi ng u n iq u e  series of l egis lat ive events. WSI was rem oved from the state c lassified 

e m p loyee struct u re in 1999, after which an a lternate ret i rement p l a n  was offered .  However, i n  

2008, t h e  p e o p l e  o f  t h i s  state voted t o  ret u rn WSI back u n d e r  t h e  control o f  t h e  G overn or.  At 

t h at t i m e, there was sign ificant a ct ion to e n s u re a l l  WS I e m p loyees were properly c l assifi e d  i n  

accord a n ce with t h e  state c lassification system, which i n  m a n y  cases resu lted i n  lowered sa l a ry 

caps .  WSI e m p l oyees a nt ic i pated that we wou l d  be ret u rn ed, o r  offered the a b i l ity to ret u rn ,  to 

t h e  d efi ned ben efit ( D B) p l a n ,  as we were once aga i n  classified e m ployees.  H owever, t h at 

aspect of t h e  e m p loyee status conversion was not a d d ressed by t h e  l egis lature.  

P l ease pass H B 1 154 to p rovid e  a re medy to the smal l  gro u p  of affected state e m ployees.  

wo u l d  be h a ppy to d iscuss this fu rth e r  at you r conve n ience.  

J e a n i n e  Doerr 

3 305 Va l ley Drive 

B i s m a rck, N orth Da kota 58503 

(701)  2 14-7443 




