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Explanation or reason for introduction of bill/resolution: 

 
Relating to Internal Revenue Code compliance 
 

Minutes:                                                 Attachments 1, 2, 3 

 
Chairman Kasper opened the hearing on HB 1044.  
 
Fay Kopp, Chief Retirement Officer, ND Teachers’ Fund for Retirement appeared in 
support.  Attachment 1 (1:11-3:37) 
 
Rep. C. Johnson:  Do all teachers in the state participate in this plan? 
 
Fay Kopp:  Yes, all public school teachers that are licensed by ESPB and have a contract 
with the school district are required by statue to be a member of the TFFR plan. 
 
Rep. C. Johnson:  This language refers to rollovers.  What happens if the teacher moves to 
another state?   
 
Fay Kopp:  If a teacher would terminate employment with their school district and not 
continue working in another public school district in the state like going into private business, 
move to another profession, or teach out of state, they would have the opportunity under 
Internal Revenue Code requirements to rollover their cash value of their retirement into 
another qualified plan or an IRA. 
 
Chairman Kasper:  Is a teacher that is currently working eligible to do a rollover, or can they 
do that only when they retire or leave?  
 
Fay Kopp:  A teacher is not allowed if they are currently employed to do an in kind rollover.  
That is not a provision that is allowed in the plan.  
 
Chairman Kasper: Could you give us a little discussion on the difference in tax treatment on 
an employer or an employee rollover. 
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Fay Kopp:  Member contributions are currently 11.75%.  School district contributions are 
12.75%.  The employer may choose to pay all or a portion of those employee contributions 
on a tax-deferred basis.  If that teacher chooses to terminate employment, the amount that 
is refundable or eligible for rollover distribution is only the amount that was put in on the 
employee’s behalf.  It is the amount of the 11.75% plus a statutory rate of 6% which is the 
amount that could be paid to that employee that could be rolled into an eligible plan.  If that 
employer chose to do so on a pretax basis prior to 1986, there might be some after tax 
contributions that are in that employee’s plan and are treated just a little bit differently.   
 
Chairman Kasper:  6% goes with the employee?  The rest stays in the fund? 
 
Fay Kopp:  The employee portion is what is refunded out plus 6%, not the employer portion. 
 
Chairman Kasper:  None of the employer portion goes with the employee except that part 
of the employee contribution which is required? 
 
Fay Kopp: Correct. 
 
Chairman Kasper:  Are these school boards eligible to determine what amount of the 12.5% 
or of the employee’s share they pay? 
 
Fay Kopp:  The 12.75% is the employer rate that all school districts must pay.  That 11.75% 
which is the employee rate in the plan is what the school district and the teacher can make 
a determination through negotiation how much of that the employer will pick up.   
 
Chairman Kasper:  Is there a vesting schedule in this retirement plan? 
 
Fay Kopp:  Yes, vesting for all new employees is five years.  For those who entered the plan 
prior to 2008, their vesting was three years.  I have a handout that provides some of this 
basic information.  Attachment 2.   
 
Chairman Kasper:  Rep. Steiner talked about unfunded liability a little earlier.  Where is 
TFFR as far as your funding percentage? 
 
Fay Kopp:  Referring to the handout, as of July 1, 2018, our funding level was 65%.  65% of 
benefits have already been prefunded.   
 
Chairman Kasper:  Is the board concerned about this level and talking about doing 
something to make up this 35% difference?   
 
Fay Kopp:  Shortly after the financial crisis in 2008 and 2009, the TFFR Board underwent a 
funding improvement study at that time.  We submitted a study to the 2010 legislature interim 
and a bill to the 2011 legislature that included our funding improvement plan.  That plan 
increased contribution 4% on the member side, 4% on the employer side, and also made a 
number of member deductions for new hires and non-grandfathered employees.  At that time 
we projected that over the next 30 years our funded level would reach about 80%.  She then 
went over the chart on the bottom right corner of Page 1 of Attachment 2. 
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Chairman Kasper:  On your projected annual return, are you using a 5-year rolling average? 
 
Fay Kopp:  It is correct in that for actuarial funding purposes we assume over the long term 
we will achieve a 7.75 investment return.  When we actually recognize each year’s 
investment return, we take only 20% of each year’s gains and losses.     
 
Chairman Kasper:  Do you have some simple charts that give us data for the last 5 or 10 
years on those numbers? 
 
Fay Kopp:  Yes, I can provide the committee on what the funding level is on both an actuarial 
and market basis for the last 10 years. 
 
Rep. B. Koppelman:  Have you looked at a cap for school administrators? 
  
Fay Kopp:  When we calculate benefits for any of our members, teachers or administrators, 
they are all calculated the same way.  We take 2% x the final average monthly salary over 5 
years for our newer members x the years of service credit.  While there certainly is an impact 
on that one individual’s retirement, as it relates to the plan as a whole, the actuary did not 
determine there was any significant or _ actuarial impact as a result of that happening.   
 
Rep. Steiner:  Is the actuary using the 2000 life and death tables? 
 
Fay Kopp:  Those things are examined every 5 years.  They have updated their mortality 
tables as needed.  We also do some sensitivity analysis on, for example, that investment 
return assumption.    
 
No opposition. 
 
Chairman Kasper closed the hearing. 
 
Rep. B. Koppelman made a motion for a DO PASS .  
 
Rep. Laning seconded the motion. 
 
A roll call vote was taken.  14-0, 0 absent. 
 
Rep. Hoverson will carry the bill. 
 
Note:  Attachment 3 was emailed on 1/8/19 to Chairman Kasper and the committee clerk 
which was then forwarded on to all committee members.  This attachment was the 
information requested during the hearing. 
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