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BILL INTRODUCER SHORT TITLE LATEST ACTION ON BILL IN DATE OUT DATE
H 43 DEDMON INCREASE FIRE AND RESCUE PENSION H -RE-REF COM ON APPROP 03-02-99 04-15-99
H 77 FITCH INCREASE LEO RETIREMENT H -RE-REF COM ON PENS&RET 03-11-99
H 179 BROWN WILKESBORO FIREMAN'’S RETIREMENT *R -CH. SL 99-0056 03-01-99 04-19-99
H 204= INSKO REMOVE FLEXIBLE BENEFITS SUNSET H -RE-REF COM ON APPROP 03-02-99 03-08-99
H 229= MICHAUX INCREASE RETIREMENT COLAS H -RE-REF COM ON APPROP 03-04-99 04-15-99
H 508= SMITH PUB. DEF./APP. DEF. RETIREMENT H -RE-REF COM ON APPROP 03-22-99 05-20-99
H 569 REDWINE FIRE/RESCUE OPEN ENROLLMENT H -RE-REF COM ON APPROP 03-23-99 05-25-99
H 717= ALEXANDER CHARLOTTE FIREFIGHTERS’ RETIREMENT *S -REF TO COM ON PENSIONS 03-30-99 04-23-99
H 722= INSKO PURCHASE OF PART-TIME SERVICE R -CH. SL 99-0071 03-30-99 04-21-99
H 816= HENSLEY LAW OFFICERS’ 25-YEAR RETIREMENT *H -RE-REF COM ON APPROP 04-01-99 05-20-99
H 218= MCLAWHORN INCREASE DEATH BENEFITS H -RE-REF COM ON APPROP 04-20-99 04-21-99
H 940= HARDAWAY RETIREMENT SYSTEM TRANSFER H -RE-REF COM ON APPROP 04-07-99 05-17-99
H 962 FITCH REPEAL RETIREMENT EXCLUSION H -RE-REF COM ON APPROP 04-12-99 05-17-99
H 965= COLE FIRE MARSHALS IN PENSION FUND H -RE-REF COM ON APPROP 04-21-99 05-17-99
H1016= JEFFUS SCHOOL EMPLOYEE RETIREMENT CREDIT *H -RE-REF COM ON APPROP 04-21-99 05-25-99
H1034= MOOCRE R PROFESSIONAL FIREFIGHTERS’ RETIREMEN *H -RE-REF COM ON APPROP 04-14-99 05-25-99
‘H1035 MOORE R EARLY RETIREMENT AMENDMENT H -RE-REF COM ON APPROP 04-14-99 05-25-99
H1l1l46 MICHAUX ADMIN. LAW JUDGES’ RETIREMENT H -RE-REF COM ON APPROP 04-15-99 05-25-399
H1147 MICHAUX INCREASE POSTRETIREMENT CAP H -REF TO COM ON PENS&RET 04-15-99
H1371 BADDOUR CLERKS OF COURT LONGEVITY H -RE-REF COM ON APPROP 04-29-99 05-19-99
H1378 WARWICK REINSTATEMENT OF UNUSED SICK LEAVE *H -RE-REF COM ON PENS&RET 06-21-99
S 214 PHILLIPS WORKERS COM/AFC YEARS R -CH. SL 99-0158 04-08-99 05-25-99
S 583= RUCHO CHARLOTTE FIREFIGHTERS’ RETIREMENT R -CH. SL 99-0100 04-27-99 05-17-99
S 583= RUCHO CHARLOTTE FIREFIGHTERS’ RETIREMENT R -CH. SL 99-0100 05-20-99 05-25-99
S 638 RAND LOCAL GOVT. RETIREMENT DEFINITION *R -CH. SL 99-0167 04-29-99 05-25-99
S 687 ALLRAN HICKORY FIREFIGHTERS’ RETIREMENT FUN R -CH. SL 99-0128 05-13-98 05-25-99
S 758= KINNAIRD PURCHASE OF PART-TIME SERVICE H -REF TO COM ON PENS&RET 04-28-99
51046 PHILLIPS LICENSING/EXAMINING BOARD RETIREMENT *H -RE-REF COM ON APPROP 07-08-99 07-14-99

NOTES- = AFTER BILL NUMBER SHOWS THAT BILL IS IDENTICAL, AS INTRODUCED, TO ANOTHER BILL.

* AFTER NUMBERS INDICATES THAT TEXT OF BILL WAS ALTERED BY ACTION ON THE BILL.
BOLDED LINE INDICATES BILL INDEXED AS AFFECTING APPROPRIATIONS.
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MINUTES
HOUSE COMMITTEE ON PENSIONS AND RETIREMENT

APRIL 14, 1999

The House Committee on Pensions and Retirement met in Room 1228, of the
Legislative Building, on April 14, 1999 at 12:00 p.m. Representative H.M. Michaux,
Jr. (Chair) presided at the meeting and the following members were present:
Representatives, Oldham, Barbee, Berry, Gray, Horn, McCombs, McCrary, Ramsey,
Rogers, Tucker, Warren, G. Wilson, and Yongue. Representative Morgan was not
present.

Chairman Michaux welcomed members and guest. The visitor registration sheet,
actuarial notes and handouts are attached to the minutes. Legislative Pages were
recognized and thanked for their help. They were: Charles Chrisawn, sponsored by
Representative Bowie and James Wadsworth, sponsored by Representative Eddins,
both of Wake County.

The following staff members were present: Anne M. Peele (Committee Assistant),
Stanley Moore (Fiscal Analyst), Theresa Matula (Legislative Analyst) and Karen
Cochrane-Brown (Attorney). The Sergeant-at-Arms were Charles Williams and Tom
Wilder.

Representative Michaux announced that all bills referred to Pension and Retirement
are required by statute to be referred to the Appropriations Committee. There should
be no problems with crossover deadlines.

House Bill 179, A BILL TO BE ENTITLED AN ACT TO INCREASE MONTHLY PENSION
FOR MEMBERS OF THE FIREMEN’S AND RESCUE SQUAD WORKERS’ PENSION
FUND, was sponsored by Representative Brown and was explained by Stanley Moore.
This bill deals with the Wilkesboro Fireman’s supplemental pension fund. The present
law stated that any member with 20 years of service as a fireman and is age 55 can
receive $75.00 a month for the rest of his life. This proposed change would increase
this amount to $100.00 a month. The fund is financed by the transfering of funds
from the local relief fund from premium tax dollars collected from the Department of
Insurance to the supplemental retirement fund. It is on a pay as you go basis. There
will be no liability unless there are sufficient funds available to pay the bill.

Representative Yongue presented an amendment changing the effective date from
January 1, 1999 to July 1, 1999. The motion passes. Representative Barbee moved
that HB 179, the amendment be engrossed into the committee substitute, and the
committee substitute be given a favorable report and the original bill be given an
unfavorable report. The motion passed and was referred to Appropriations.
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House Bill 43, A BILL ENTITLED AN ACT TO INCREASE THE MONTHLY PENSION
FOR MEMBERS OF THE FIREMEN’S AND RESCUE SQUAD WORKERS’ PENSION
FUND, was sponsored and explained by Representative Dedmon. The purpose of this
bill is to raise the pension of the volunteer fire and rescue squad from $146.00 a
month to $200.00 a month. Currently, they pay $10.00 a month into the fund. The
fund will require an appropriation by the state as noted in the Actuarial notes.
Representative Dedmon said he talked with volunteer fireman and fire chiefs over the
years, who have expressed their concerns regarding the recruitment and retention of
volunteer staff. Training requires 36 hours of continuing education. To become a
certified firefighter, it takes 300 hours to obtain that rating. Representative Dedmon
expressed the need to pass this bill because of the great job that is being done and
because it will assist the chiefs in retaining qualified people for their volunteer fireman
and rescue squads.

Stanley Moore further noted that increasing the benefit from $146.00 to $200.00
would run at $21 million a year on a continuing basis, in addition to the $11.7 that is
presently appropriated each year from General fund dollars. No money comes from
the city or county governments. . To qualify, one must have the necessary training,
drill for 36 hours and pay into the pension fund. It is a volunteer program. You are
not required to join. There are volunteer workers that meet the training requirements
but are not members of the Pension Fund. Another bill will be introduced later
regarding open enrollment. '

Representative Horn spoke to support House Bill 43. Representative Yongue moved
for a favorable report. The bill passed favorably.

Finally House Bill 229, A BILL ENTITLED AN ACT TO PROVIDE COST-OF-LIVING
INCREASES FOR MEMBERS OF THE TEACHERS’AND STATE EMPLOYERS’
RETIREMENT SYSTEM, THE CONSOLIDATED JUDICIAL RETIREMENT SYSTEM, THE
LEGISLATIVE RETIREMENT SYSTEM, AND THE LOCAL GOVERNMENT EMPLOYEES’
RETIREMENT SYSTEM, sponsored by Representative Michaux and explained by
Stanley Moore. The purpose of this bill is to provide COLAS to present retirees only. In
the Teachers, State Employees, Judicial, and the Legislative retirement systems a
2.3% increase is provided and in local government retirement system a 1% increase is
provided. As stated in the actuarial notes, an annual value of $49 million is in the
Teachers and State system, $408 thousand in the judicial, $38 thousand in the
Legislature, and 2.8 million in the local system. There is a 1% increase on the local
system because historically the employers have a lower matching rate than the state
and less actuarial gains generated as a result. Also, local governments have
historically opposed rate increases. All of these benefits with the exception of the
legislative system are funded by actuarial gains ie. funds that are already there.
Therefore, the increase will cost money, but it does not increase appropriations.

Representative Tucker wanted more information on the 1% increase.
Andy Romanet, General Counsel for the North Carolina League of Municipalities

expressed support for the 1% increase and opposed the 2.3% because they have not
polled local governing bodies and it would effect employee contributions.
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Ed Regan, Deputy Director for the North Carolina Association of County
Commissioners also expressed support for the 1% increase and opposed the 2.3%
increase.

Representative Rogers wanted more information on the 2.3% increase. Is it based on .
actuarial gains and without damaging the system and with asking for additional
appropriations from the general fund. Stanley Moore noted that it was a
recommendation from the Board of Trustees. They would not endorse legislation that
would deplete the system or that would dig into actuarial gains or direct
appropriations from the General Assembly. This is historical. No legislation exist
that, states that 2.3% could not be raised to 3.0% or 3.5% and therefore, telling the
system to do the best it can do. Last July, in a flourishing economy, the Board of
Trustees based on the advice of the consulting actuary and low actuarial gains
reduced the investment earning assumption from 7.50 % to 7.25%. The assumption
is that you will not earn as much money forever on your investments. This will cut
down on actuarial gains that would have been available. It caused a glitch during the
first year. There will be more actuarial gains next year that can be used.

Dropping to 7.25% the first year means that you assume that you would earn less
money on your investment than you have been earning. It affected actuarial gains this
year. The assumption is that the 7.25% will create gains in the future unless the
Market goes south.

Contributions reduced last year effected the actuarial gains. We dropped from 10.83%
to 10.10%. It will go back to 10.83 in July 1st. It was done on a non-recurring basis.
The reduction in the contribution resulted in $43 million. This was not the reason for
giving the 2.3% COLA. The reason is the change in the interest assumption rate based
on the Boards actions, not the actions of the General Assembly

Representative Tucker wanted estimates on earning even though studies stated
otherwise. Stanley Moore noted that we were assuming 7.50%. The Actuary suggests
that bond sales are very low because of interest rates, which is 50% of the portfolios.
Rates were reduced to 7.25% last year. If it had remained at 7.50%, there would have
been several million dollars more in actuarial gains. Stanley noted that these figures
are available.

Mr. Pruitt, Director of the State Retirement system noted that at the interest rate
assumption at 7.50% the Board could have recommended 4% COLA. However the last
Legislature cut it. It is a projection of the earnings for the particular actuarial year.

Representative Rogers questioned the Actuarial notes on page 2 for HB 229. The
actual results are given to the Board of Trustees who will then take the
recommendations and adjust them as necessary one way or the other to align them
with our experience over a five year period, This has been historical. It is scheduled
to be done again in the year 2000 for the 1999 evaluation.
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Representative Rogers further questioned the need for dollars to go to other
committees. Stanley’s viewpoint as an analyst, says that assets and liabilities of the
pension fund. There is an unfunded liability of $302 million. The idea was noted as
acceptable, but not popular.

Representative Michaux noted that persons in the retirement system, in past years,
have requested that the system be left alone.

Representative Tucker introduced an amendment to change the bill from 2 3/10% to
4.0% and leave the local system at 1%, which would require another actuarial note.

Representatives Barbee and McCombs expressed opposition to the amendment
because it was not the advice of the Board of Trustees. It was also noted that the
appropriations committee could change the bill and cannot veto it. ‘

The amendment failed. The original bill passed favorably. The meeting adjourned at
12:30 p.m. '

S Y

Representative H.M. Mic}(aux, Jr., Chair Anne M. Peele, Committee Assistant




HOUSE COMMITTEE ON PENSIONS AND RETIREMENT

April 14, 1999
Room 1228/1327
12:00p.m.

AGENDA

1. Opening Remarks

Representative Michaux, Chair

2. Bills To Be Considered

House Bill 43 — INCREASE FIRE AND RESCUE PENSION
Sponsor: Representative Dedmon

House Bill 179 — WILKESBORO FIREMAN’S RETIREMENT
Sponsor: Representative Brown

House Bill 229 — INCREASE RETIREMENT COLAS
Sponsor: Representative Michaux

3. ADJOURNMENT
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1999 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative(s) Michaux for the Committee on PENSIONS AND RETIREMENT.

[] Committee Substitute for

HB. 179 A BILL TO BE ENTITLED AN ACT TQ INCREASE THE MONTHLY
BENEFIT TO MEMBERS OF THE WILKSBORO FIREMEN'S SUPPLEMENTAL
PENSION FUND.

[] With a favorable report.

[J With a favorable report and recommendation that the bill be re-referred to the Committee on
Appropriations [_] Finance [_] ]

[C] With a favorable report, as amended.

[] Witha favorable report, as amended, and recommendation that the bill be re-referred to the
Committee on Appropriations[_] Finance [_] -

With a favorable report as to committee substitute bill (#x_._-_.),vg_mbich.changes-the-tiﬂe,
unfavorable as to(original bill) (Commmittee-Substitite-Bti-#—s===(and recommendation
that the committee substitute bill #———) be re-referred to the Committee on APpezgdpr 2iA TIoNS )

(] With a favorable report as to House committee substitute bill (# ), [] which changes
the title, unfavorable as to Senate committee substitute bill.

(] With an unfavorable report.

[] With recommendation that the House concur.

[] With recommendation that the House do not concur.

[] With recommendation that the House do not concur; request conferees.

[[] With recommendation that the House concur; committee believes bill to be material.
[] With an unfavorable report, with a Minority Report attached.

[] Without prejudice.

[[] With an indefinite postponement report.

[] With an indefinite postponement report, with a Minority Report attached.

[] With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
2/24/99



HOUSE BILL 179:
Wildesboro Firemen's Retirement.

' BILL ANALYSIS

Committee: House Pensions & Retirement Introduced by: Representative Brown
Date: April 14, 1999 Summary by:  Karen Cochrane Brown
Version: Ist Edition Committee Counsel
SUMMARY:

House Bill 179 amends the Supplemental Pension Fund of the Town of Wilkesboro to increase the
monthly pension benefit from $75 to $100.

CURRENT LAW:

The Wilkesboro Firemen’s Supplemental Pension Fund was created by Chapter 131 of the 1985 Session
Laws. Currently, the law provides that any member who has served 20 years as a fireman in Wilkesboro
and has attained the age of 55 or who has served for five or more years and has become totally and
permanently disabled is entitled to receive a monthly pension of $75.00.

BILL ANALYSIS:

This bill amends the law governing the fund to provide that the monthly benefit will be increased from
$75 to $100. The increase is applicable to present as well as future retirees.

This act would become effective January 1, 1999.
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 1999

HOUSE BILL 179
Proposed Committee Substitute H179-PCS1203-RO

Short Title: Wilkesboro Firemen’s Retirement. (Local)

Sponsors:

Referred to:

March 1, 1999

A BILL TO BE ENTITLED
AN ACT TO INCREASE THE MONTHLY BENEFIT TO MEMBERS OF THE

WILKESBORO FIREMEN’S SUPPLEMENTAL PENSION FUND.
The General Assembly of North Carolina enacts:
Section 1. Chapter 131 of the 1985 Session Laws reads as rewritten:

"Section 1. There is established a Supplemental Pension Fund for the Fire
Department of the Town of Wilkesboro to be known as the "Wilkesboro Firemen’s
Supplemental Pension Fund", hereinafter referred to as "Supplemental Pension
Fund", and to be administered by a board composed of the members of the trustees
of the Firemen’s Relief Fund of the Town of Wilkesboro, established in accordance
with G.S. 118-6.

Sec. 2. Notwithstanding the provisions of G.S. 118-7, all funds in the Firemen’s
Relief Fund of the Town of Wilkesboro in excess of five thousand dollars ($5,000)
shall be transferred to the "Supplementary Pension Fund" prior to January 1, 1985,
and prior to January 1 of each calendar year thereafter, so as to retain in the
Firemen’s Relief Fund an amount of money not greater than five thousand dollars
($5,000); provided, however, the Firemen’s Relief Fund shall have restored the sums
from recurring annual receipts as are necessary to maintain a fund of not less than
five thousand dollars ($5,000); provided further, of the funds and subsequent
recurring increments transferred from the Firemen’s Relief Fund of the Town of
Wilkesboro to the "Supplemental Pension Fund", any or all of the same shall be
retrievable by and to the Firemen’s Relief Fund of the Town of Wilkesboro in order
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GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1999

to defray and meet the legitimate claims accruing under the provisions and coverage
of the Firemen’s Relief Fund of the Town of Wilkesboro.

Sec. 3. Any person who is a member of the Wilkesboro Fire Department, or a
retired member of the Wilkesboro Fire Department, as shown by the records of the
Town of Wilkesboro at the time of ratification of this act, or any person who becomes
a member, or any fireman of the Town of Wilkesboro who has become totally and
permanently disabled and who has served as a fireman of the Town of Wilkesboro for
five or more years, is eligible for benefits from the "Supplemental Pension Fund";
provided that the person has been retired as a member of the Wilkesboro Fire

‘Department under the provisions of the North Carolina Firemen’s and Rescue Squad

Workers’ Pension Fund as set out in Article 3, Chapter 118 of the General Statutes of
North Carolina and as participated in by the Town of Wilkesboro, or as a voluntary
member of the Fire Department of the Town of Wilkesboro, or has left service
because of the total and permanent disability described in this section. This act does
not modify or alter in any way the Worker’s Compensation Laws of this State.

Sec. 4. Any member who has served 20 years as a fireman in the Wilkesboro Fire
Department and has attained the age of 55 or who has served for five or more years
and has become totally and permanently disabled is entitled to receive a monthly
pension from the "Supplemental Pension Fund". This monthly pension shall be in
the amount of seventy-five-doHars($75-60) one hundred dollars ($100.00) per month.
If, for any reason, the Fund shall be insufficient to pay in full any pension benefits, or
other charges, then all benefits shall be reduced pro rata for as long as the deficiency
in amount exists. No claim shall accrue with respect to any amount by which a
benefit payment shall have been reduced.

Sec. 5. The Treasurer of the Board of Trustees of the Wilkesboro Firemen’s Relief
Fund shall, from time to time, pay to the city clerk sufficient funds from the
"Supplemental Pension Fund" to pay the beneficiaries on the first day of each and
every month any monies the beneficiaries are entitled to under the provisions of this
act.

Sec. 6. The Treasurer of the Firemen’s Relief Fund of the Town of Wilkesboro, as
custodian of the "Supplementary Pension Fund", shall be required to give a bond
with an indemnity company authorized to do business in the State of North Carolina
as surety in a sum equal to the maximum amount estimated by the board of trustees
as likely to be in his possession as custodian at any time within the fiscal year for
which the bond is given. This bond is in lieu of the bond required by G.S. 118-6.
The condition of the bond shall be that the custodian shall faithfully receive, keep,
disburse, and account for, as provided in this act, all funds and property coming into
his hands as custodian, and the premiums on the bond shall be paid by the Town of
Wilkesboro. '

Sec. 7. The custodian of the "Supplemental Pension Fund" shall invest all monies
coming into his possession belonging to the "Supplemental Pension Fund", except so
much as the board of trustees from time to time determine is reasonably necessary for
the prompt payment of claims and expenses, in securities as the board of trustees
shall select. These securities shall be limited to those named in or authorized by

Page 2 House Bill 179
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either G.S. 159-30 or G.S. 159-31. Investments in certificates of deposit or time
deposits in any bank or trust company or savings and loan associations shall not
exceed the amount insured by the Federal Deposit Insurance Corporation, the
Federal Savings and Loan Insurance Corporation, unless these deposits or
investments in shares are secured in the manner provided by G.S. 159-30 or G.S.
159-31.

Sec. 8. The board of trustees may accept any gift, grant, bequest, or devise or any
real or personal property or other instrument of value for the use of "Supplementary
Pension Fund".

Sec. 9. All laws and clauses of laws in conflict with the provisions of this act are
repealed.

Sec. 10. None of the provisions of this act shall create a liability for the
Wilkesboro Firemen’s Supplemental Pension Fund unless sufficient current assets are
available in the Fund to pay fully for the liability.

Sec. 11. This act is effective upon ratification."

Section 2. This act becomes effective July 1, 1999.

House Bill 179 Page 3



George R. Hall, Legislative Services Officer

(919) 733-7044

Robinson, Director  Gerry F. Cohen, Director Thomas L. Covington, Director

dministrative Division Bill Drafting Division Fiscal Research Division

Room 5, Legislative Building Suite 401, LOB Suite 619, LOB

16 W. Jones Street 300 N. Salisbury St. 300 N. Salisbury St.
Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925
(919) 733-7500 (919) 733-6660 (919) 7334910

&

April 1, 1999

MEMORANDUM

TO: Representative John Brown

FROM: - Stanley Moo@ ms
Fiscal Research Division

Tony C. Goldman, Director
Information Systems Division

Suite 400, LOB

300 N. Salisbury St.
Raleigh, NC 27603-5925
(919) 733-6834

SUBIJECT: Actuarial/Fiscal Note on House Bill 179

Re: Wilkesboro Firemen’s Supplefnental Pension Fund

Terrence D. Sullivan, Director
Research Division

Suite 545, LOB

300 N. Salisbury St.

Raleigh, NC 27603-5925
(919) 733-2578

In accordance with North Carolina General Statute 120-114 and applicable Rules of
the North Carolina Senate and House of Representatives, attached is a certified copy
of an original actuarial/fiscal note on the above subject as prepared by the General

Assembly’s Consulting Actuary and this Division.

cc: Chairman, House Committee on Pensions & Retirement
House Principal Clerk
Attachment(s):

Actuarial/Fiscal Note, House Bill 179, March 30, 1999

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER



George R. Hall, Legislative Services Officer
(919) 733-7044

Q W. Robinson, Director  Gerry F. Cohen, Director Thomas L. Covington, Director  Tony C. Goldman, Director Terrence D. Suliivan, Director
i

inistrative Division Bill Drafting Division Fiscal Research Division Information Systems Division = Research Division
Room 5, Legislative Building Suite 401, LOB Suite 619, LOB Suite 400, LOB Suite 545, LOB
16 W. Jones Street 300 N. Salisbury St. 300 N. Salisbury St. 300 N. Salisbury St. 300 N. Salisbury St.
Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925
(919) 733-7500 (919) 733-6660 (919) 7334910 (919) 733-6834 (919) 733-2578

March 30, 1999

The Honorable John W. Brown

North Carolina House of Representatives
Legislative Building

Raleigh, North Carolina 27601-1096

Re: Actuarial/Fiscal Note (House Bill 179)
Wilkesboro Firemen’s Supplemental Pension Fund

Dear Representative Brown:

In accordance with North Carolina General Statute 120-114 and applicable Rules of the North
Carolina Senate and House of Representatives, we hereby submit an Actuarial/Fiscal Note on the

‘ following: The present law provides that any member who has served 20 years as a fireman with
the Town of Wilkesboro and has reached age 55 is entitled to receive a monthly benefit of $75.00
from the Town of Wilkesboro Supplemental Pension Fund. The proposed change will increase the
monthly benefit to $100.00.

A reliable estimate of the financial and actuarial effects of the foregoing proposal is as follows: The
Town of Wilkesboro Supplemental Pension Fund is financed by the transfer of funds including
investment income in excess of $5,000 from the Firemen's Relief Fund of the Town of Wilkesboro on
a annual money-purchase basis. Since the total amount of benefits payable from the Fund each year
is limited to the amount of its assets, the Fund is supported on a pay-as-you-go basis. The bill
prohibits the Fund from incurring any additional liability unless sufficient assets are available to pay

the liability. _
Actuarial Endorsement: Sincerely,
Charles W. Dunn Stanley Moore
Dilts, Umstead & Dunn Fiscal Analyst
Durham, North Carolina Fiscal Research Division
ACTUARIAL NOTE
True & Exact Copy of Original
| ate =1z

Certifled By: Legis Fiscal Resea!th

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER



North Carolina General Assembly

Legislative Services Office George R. Hall, Legislative Services Officer
(919) 733-7044

Elaine W. Robinson, Director ~ Gerry F. Cohen, Director ~ Thomas L. Covington, Director ~ Tony C. Goldman, Director Terrence D. Sullivan, Director

Administrative Division Bill Drafting Division Fiscal Research Division Information Systems Division  Research Division
Room 5, Legisiative Building  Suite 401, LOB Suite 619, LOB Suite 400, LOB Suite 545, LOB
16 W. Jones Street 300 N. Salisbury St. 300 N. Salisbury St. 300 N. Salisbury St. 300 N. Salisbury St.
Raleigh, NC 27603-5925 Raleigh, NC 27603-5925  Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925
(919) 733-7500 (919) 733-6660 (919) 7334910 (919) 733-6834 (919) 733-2578
MEMORANDUM
TO: "Mr. Jack Pruitt Mr. Mark V. Hartman
State Retirement Director Consulting Actuary
Department of State Treasurer 668 Link Road
Raleigh, N. C. 27603-1388 Lexington, N. C. 27295
FROM: Stanley Mooress,

Fiscal Research Division

‘ DATE: April 1, 1999

SUBJECT: Actuarial Note Request House Bill 816

Re: Reduces the years of service required for an unreduced benefit from 30 years
to 25 years for law enforcement officers in the Teachers' and State Employees'
Retirement System and the Local Governmental Employees’ Retirement System.

In accordance with North Carolina General Statute 120-114 and applicable Rules of the
North Carolina Senate and House of Representatives, please prepare or have prepared and
submit to us an actuarial note on the attached document. Please let us know if you have

any questions on this request.

cc: Representative Hensley
Representative Michaux, Chairman of the House Committee on Pensions and

‘ Retirement

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER



North Carolina General Assembly

Legislative Services Office George R. Hall, Legislative Services Officer
(919) 733-7044

QN. Robinson, Director ~ Gerry F. Cohen, Director ~ Thomas L. Covington, Director  Tony C. Goldman, Director Terrence D. Sullivan, Director
n

istrative Division Bill Drafting Division Fiscal Research Division Information Systems Division  Research Division
Room 5, Legislative Building Suite 401, LOB Suite 619, LOB Suite 400, LOB Suite 545, LOB
16 W. Jones Street 300 N. Salisbury St. 300 N. Salisbury St. 300 N. Salisbury St. 300 N. Salisbury St.
Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925
(919) 733-7500 (919) 733-6660 (919) 7334910 (919) 733-6834 (919) 733-2578
MEMORANDUM
TO: Mr. Jack Pruitt Mr. Mark V. Hartman
"State Retirement Director Consulting Actuary
Department of State Treasurer 668 Link Road ,
Raleigh, N. C. 27603-1388 Lexington, N. C. 27295
FROM: Stanley Moorg= hM—

Fiscal Research Division
DATE: March 8, 1999
‘ SUBJECT: Actuarial Note Request House Bill 229

Re: Provides a 2.3% cost-cf-living increase for retirees of the Teachers' and State
Employees' Retirement System, the Consolidated Judicial Retirement System and
the Legislative Retirement System, and provides a 1% cost-of-living increase for
retirees of the Local Governmental Employees' Retirement System.

In accordance with North Carolina General Statute 120-114 and applicable Rules of the
North Carolina Senate and House of Representatives, please prepare or have prepared and

submit to us an actuarial note on the attached document. Please let us know if you have
any questions on this request.

cc: Representative Michaux

&

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER



1999 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative(s) Michaux for the Committee on PENSIONS AND RETIREMENT.

[} Committee Substitute for

HB. 43 A BILL TO BE ENTITLED AN ACT TO INCREASE THE MONTHLY PENSION
FOR MEMBERS OF THE FIREMEN'S AND RESCUE SQUAD WORKER'S PENSION
FUND:

[] With a favorable report.

(] With a favorable report and recommendation that the bill be re-referred to the Committee on
Appropriations [_] Finance [_] B

(] With a favorable report, as amended.

With a favorable report;-es=srremisd; and recommendation that the bill be re-referred to the

Committee on Appropriations [{]-FinancefJ—tI=

[} With a favorable report as to committee substitute bill (# ), (] which changes the title,
unfavorable as to (original bill) (Committee Substitute Bill # ), (and recommendation
that the committee substitute bill # ) be re-referred to the Committee on o)

[] With a favorable report as to House committee substitute bill (# ), [] which changes
the title, unfavorable as to Senate committee substitute bill.

[] With an unfavorable report.

[] With recommendation that the House concur.

(] With recommendation that the House do not concur.

[C] With recommendation that the House do not concur; request conferees.

[] With recommendation that the House concur; committee believes bill to be material.
[] With an unfavorable report, with a Minority Report attached.

(] Without prejudice.

[] With an indefinite postponement report.

[] With an indefinite postponement report, with a Minority Report attached.

[] With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
2/24/99



HOUSE BILL 43:
Increase Fire and Rescue Pension

BILL ANALYSIS

Committee: House Pensions & Retirement Introduced by: Representative Dedmon
Date: April 13, 1999 Summary by: Theresa Matula
Version: 1st Edition Committee Staff
SUMMARY:

House Bill 43 increases the benefit paid to retirees of the North Carolina Firemen’s and Rescue
Squad Workers’ Pension Fund from $146.00 to $200.00 per month.

BILL ANALYSIS:

Chapter 58, Article 86 of the General Statutes pertains to the North Carolina Fireman’s and Rescue Squad
Workers’ Pension Fund. House Bill 43 amends G.S. 58-86-55 to increase the pension paid to an eligible
fireman or eligible rescue squad worker from $146 to $200 per month. In order to be eligible for the
benefit, members must pay $10.00 per month for a period of 20 years, be at least 55 years of age and have
obtained at least 20 years of service.

'The benefit would be increased for those already retired and those who retire in the future.

In addition, the bill makes an identical increase, from $146 to $200 per month, in the benefit paid to
- members who become totally and permanently disabled in the line of duty.

This act would become effective July 1, 1999.

BACKGROUND:

Recent Increases in the Fire and Rescue Pension

ircreaselOver BreviouskYearas

1994 $110 $10/ month
1995 $135 $25/ month
1997 $141 $6/ month
1998 $146 $5/ month
1999 $200 proposed $54/ month proposed
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 1999

HOUSE BILL 43

Short Title: Increase Fire and Rescue Pension. (Public)

Sponsors: Representatives Dedmon; Alexander, Allen, Arnold, Baddour, Baker,
Barefoot, Bonner, Boyd Mclintyre, Brldgeman Buchanan Cansler
Capps, Church Cole Cox, Crawford, Culpepper, Davis, Edwards Fox,
Gardner, Glbson Glllesple, Goodwm Haire, Hensley, Hill, Horn
Jarrell, Jeffus, Kinney, Kiser, Luebke, McCombs, McCrary,
McLawhorn, Moore, Morris, Oldham, Owens, Rogers, Russell,
Saunders, Setzer, Sherrill, Smith, Thomas, Tolson, Tucker,
Wainwright, Warner, Warren, Warwick, and Yongue.

Referred to: Finance.

February 8, 1999

A BILL TO BE ENTITLED
AN ACT TO INCREASE THE MONTHLY PENSION FOR MEMBERS OF THE
- FIREMEN’S AND RESCUE SQUAD WORKERS’ PENSION FUND.
The General Assembly of North Carolina enacts:
Section 1. G.S. 58-86-55 reads as rewritten:
"§ 58-86-55. Monthly pensions upon retirement.

Any member who has served 20 years as an "eligible fireman" or "eligible rescue
squad worker" in the State of North Carolina, as provided in G.S. 58-86-25 and G.S.
58-86-30, and who has attained the age of 55 years is entitled to be paid a monthly
pension from this fund. The monthly pension shall be in the amount of ene-hundred

forty-six—doters—($346:00) two hundred dollars ($200.00) per month. Any retired
fireman receiving a pension shall, effective Fuly—1998; July 1, 1999, receive a

pension of ere-hundred—forty-six-doHars<($146-00) two hundred dollars ($200.00) per
month.

Members shall pay ten dollars ($10.00) per month as required by G.S. 58-86-35
and G.S. 58-86-40 for a period of no longer than 20 years. No "eligible rescue squad
member" shall receive a pension prior to July 1, 1983. No member shall be entitled to
a pension hereunder until the member’s official duties as a fireman or rescue squad
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GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1999

worker for which the member is paid compensation shall have been terminated and
the member shall have retired as such according to standards or rules fixed by the
board of trustees.

A member who is totally and permanently disabled while in the discharge of the
member’s official duties as a result of bodily injuries sustained or as a result of
extreme exercise or extreme activity experienced in the course and scope of those
official duties and who leaves the fire or rescue squad service because of this
disability shall be entitled to be paid from the fund a monthly benefit in an amount
of ere-hundred—forty-sis—doHars<($346:00) two hundred dollars ($200.00) per month
beginning the first month after the member’s fifty-fifth birthday. All applications for
disability are subject to the approval of the board who may appoint physicians to
examine and evaluate the disabled member prior to approval of the application, and
annually thereafter. Any disabled member shall not be required to make the monthly
payment of ten dollars ($10.00) as required by G.S. 58-86-35 and G.S. 58-86-40.

A member who is totally and permanently disabled for any cause, other than line
of duty, who leaves the fire or rescue squad service because of this disability and who
has at least 10 years of service with the pension fund, may be permitted to continue
making a monthly contribution of ten dollars ($10.00) to the fund until the member
has made contributions for a total of 240 months. The member shall upon attaining
the age of 55 years be entitled to receive a pension as provided by this section. All
applications for disability are subject to the approval of the board who may appoint
physicians to examine and evaluate the disabled member prior to approval of the
application and annually thereafter.

A member who, because his residence is annexed by a city under Part 2 or Part 3
of Article 4 of Chapter 160A of the General Statutes, or whose department is closed
because of an annexation by a city under Part 2 or Part 3 of Article 4 of Chapter
160A of the General Statutes, and because of such annexation is unable to perform as
a fireman of any status, and if the member has at least 10 years of service with the
pension fund, may be permitted to continue making a monthly contribution of ten
dollars ($10.00) to the fund until the member has made contributions for a total of
240 months. The member upon attaining the age of 55 years and completion of such
contributions shall be entitled to receive a pension as provided by this section. Any
application to make monthly contributions under this section shall be subject to a
finding of eligibility by the Board of Trustees upon application of the member.

The pensions provided shall be in addition to all other pensions or benefits under
any other statutes of the State of North Carolina or the United States,
notwithstanding any exclusionary provisions of other pensions or retirement systems
provided by law."

Section 2. This act becomes effective July 1, 1999.

Page 2 ' House Bill 43




North Carolina General Assembly

Legislative Services Office George R. Hall, Legislative Services Officer
(919) 733-7044

‘ W. Robinson, Director  Gerry F. Cohen, Director ~ Thomas L. Covington, Director  Donald W. Fulford, Director Terrence D. Sullivan, Director
Administrative Division Bill Drafting Division Fiscal Research Division Information Systems Division  Research Division
Room 5, Legislative Building Suite 401, LOB Suite 619, LOB Suite 400, LOB Suite 545, LOB
16 W. Jones Street 300 N; Salisbury St. 300 N. Salisbury St. 300 N. Salisbury St. 300.N. Salisbury St.
Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925
(919) 733-7500 (919) 733-6660 (919) 7334910 (919) 733-6834 (919) 733-2578

February 16, 1999

MEMORANDUM
TO: Representative Andy Dedmon
FROM: Stanley Mooréspy\

Fiscal Research Division

SUBJECT:  Actuarial Note House Bill 43

Re: Increases the monthly benefit to members and retirees of the Firemen's
and Rescue Squad Workers' Pension Fund from $146 te $200.

In accordance with North Carolina General Statute 120-114 and applicable Rules of

. the North Carolina Senate and House of Representatives, attached is a certified copy

of an original actuarial note on the above subject as prepared by the General
Assembly’s Consulting Actuary. A certified copy of an original actuarial note on
the same subject from the Plan Administrator’s Consulting Actuary is also attached
for your review.

cc: Chairman, House Committee on Pensions & Retirement
House Principal Clerk
Attachment(s):

(1) Legislative Actuarial Note
(2) Actuarial Note, Buck Consultants, February 9, 1999
3) Actuarial Note. Hartman & Associates, February 11, 1999

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER
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LEGISLATIVE ACTUARIAL NOTE

BILL NUMBER: House Bill 43
SHORT TITLE: Fire and Rescue Squad Pensions

SPONSOR(S): Representative Dedmon

SYSTEM OR PROGRAM AFFECTED: North Carolina Firemen’s and Rescue Squad Workers’
Pension Fund

FUNDS AFFECTED: General Fund

BILL SUMMARY: Increases the monthly benefit to retirees and future retirees of the Firemen's and
Rescue Squad Workers' Pension Fund from $146 to $200.

EFFECTIVE DATE: July 1, 1999

ESTIMATED IMPACT ON STATE:  SYSTEM ACTUARY

FY FY FY FY FY
1999-00 2000-01 2001-02 2002-03 2003-04
Benefit Increase $20,796,346 $20,796,346 $20,796,346  $20,796,346 $20,796,346
GENERAL ASSEMBLY ACTUARY ,
FY FY = FY FY FY
1999-00 2000-01 2001-02 2002-03 2003-04
Benefit Increase $21,699,792 $21,699,792 $21,699,792  $21,699,792  $21,699,792

ASSUMPTIONS AND METHODOLOGY: The cost estimates of the System's Actuary are based on

. the employee data, actuarial assumptions and actuarial methods used to prepare the June 30, 1998
actuarial valuation of the fund. The data included 26,820 active members and 7,353 retired members in
receipt of annual pensions totaling $12.9 million. Significant actuarial assumptions used include (a) an
investment return rate of 7.25%, (b) the 1974 George B. Buck Mortality Table for deaths after retirement
and (c) rates of separation from active service based on Fund experience. The actuarial cost method used
was the entry age method with open-end unfunded accrued liability. Detailed information concerning
these assumptions and methods is shown in the actuary’s report which is available upon request from

Stanley Moore.

SOURCES OF DATA:  System Actuary - Buck Consultant, Inc.
General Assembly Actuary - Hartman & Associates, LLC

FISCAL RESEARCH DIVISION The above information is provided in accordance with North
Carolina General Statute 120-114 and applicable Rules of the North Carolina Senate and House of

Representatives

(919) 733-4910 \(\'\,u\;\b
PREPARED BY:: Stanley Moor

APPROVED BY: Tom Covington

DATE: February 16, 1999



BUCK
CONSULTANTS

200 Galleria Parkway, NW.  Suite 1200

‘ Atlanta, Georgia 30339-5945

o

February 9, 1999

Mr. Jack Pruitt

Deputy Treasurer and Director
Retirement Systems Division
Department of State Treasurer

325 North Salisbury Street =~
Raleigh, North Carolina 27603-1385

House Bill 43

Dear Mr. Pruitt;

We have received your letter of February 8 regarding House Bill 43 which affects the
Firemen’s and Rescue Squad Workers’ Pension Fund

This legislation appears to provide, effective on and after July 1, 1999, for a fifty-four
dollar ($54.00) increase in the monthly pensions payable to current and future pensioners
from this Pension Fund. The current monthly pension payment is $146.00 to all
pensioners. The proposed monthly pension payment would be $200.00 to all pensioners.

Our cost estimate for this legislation is based on the Fund’s valuation as of June 30, 1998,
including a funding basis of approximately!five years for liquidation of unfunded accrued -

liabilities. '

Under the assumption that the current annual contribution amount of $12,104,780 is
continued in the 1999-2000 fiscal year, there are no funds available from actuarial gains
as of June 30, 1998, to offset the required contributions for benefit improvements. The
annual cost of this proposed legislation is $20,796,346. Therefore, this legislation would
require additional appropriations of $20,796,346 for the 1999-2000 fiscal year. The
following table shows the required annual contribution for this legislation and the

offsetting use of gains.

Buck Consultants, Inc.
770]955-2488 Fax 770]|933-8336



Mr. Jack Pruitt
February 9, 1999
Page 2

ADDITIONAL ANNUAL CONTRIBUTIONS PAYABLE BY THE STATE
‘FOR AN INCREASE IN PENSION FROM $146 TO $200 '
FOR CURRENT AND FUTURE RETIRED MEMBERS

Additional contribution for $54.00 increase: L
Normal ) $ 1,795,867
Accrued liability 19,000,479

Total | $ 20,796,346

Available annual contribution due to actuarial gains
From 6-30-98 valuation - $ 0

$ 20,796,346

Additional appropriation required

If we can be of further assistance with regard to this legislation, please do not hesitate to .
contact us. .

Sincerely,

U

Edward A. Macdonald
Principal and Consulting Actuary
EAM:jq )

PANCFR\I99MADOCS\CORR\HB43
JC 1950 BC A33

THIS IS TO CERTIFY THAT THISIS A
TRUE 5KDy EXACT COPY Q
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" HARTMAN & ASSOCIATES, LLC
< ACTUARIAL CONSULTING

‘RK V. HARTMAN, FSA, MAAA, MCA, EA

Phone: (336) 731-4038 668 Link Road
Fax:  (336) 731-2583 i Lexington, NC 27295

February 11, 1999

Mr. Stanley Moore

Fiscal Research Division

North Carolina General Assembly
300 N. Salisbury Street
Raleigh, NC° 27603-5925

Re: House Bill 43: An Act to Increase the Monthly Pension for
Members of the FRSW Pension Fund

\

~

Dear Mr. Moore:

This bill would rewrite G.S. 58-86-55 to increase the monthly
retirement benefit in the Firemen's and Rescue Squad Workers’

Pension Fund from $146 per month to $200 per month for current
and future retirees. This act would become effective July 1,

1999.

The increase in the retirement benefit amount will increase both
the normel cost rate and the unfunded accrued liability. The
estimated cost of this Act for the fiscal year beginning July 1,
1999, is $21,699,792. This cost maintains the amortization
period of the unfunded accrued liability at approximately a five

year period.

This estimation is based on the data contained in the most recent
actuarial valuation prepared as of June 30, 1998.

If you have any questions, pleasé let me know.

Sincerely,

Made Lt

Mark V. Hartman, FSA, MAAA, MCA, EA
Consulting Actuary -

MVH/ ] ACTUARIAL NOTE
‘ True & Exact Copv of Originai

Certified Bys_'jh_ﬂg_‘:rm_&ﬂatei‘} ') 7 9
Legisiative Fiscal Research




STATE OF NORTH CAROLINA
DEPARTMENT OF STATE TREASURER
RETIREMENT SYSTEMS DIVISION

HARLAN E. BOYLES JACK W. PRUITT
TREASURER DEPUTY TREASURER

February 11, 1999

The Honorable Henry M. Michaux, Jr.
Chairman of the House Committee

on Pensions and Retirement
Suite 1409 of the State Legislative Building
Raleigh, North Carolina

Re:  Actuarial Note/House Bill 43
Dear Representative Michaux:

In accordance with North Carolina General Statute 120-114, we herewith submit a
certified copy of an actuarial note on House Bill 43 which affects the Firemen’s and Rescue
Squad Workers’ Pension Fund.

Please let me know if you have any questions with regard to this actuarial note. Also,
please let me know when you wish us to appear before your Committee with regard to this
note.

Sincerely yours,

Jack W. Pruitt
Director

JWP/dsp

Enclosure

325 NORTH SALISBURY STREET, RALEIGH, NORTH CAROLINA 27603-1385
Courier #56-20-45 Telephone (919) 733-4191 Fax (919) 508-5350
E-mail: nc_retirement@treasurer.state.nc.us Web Page http:/www.treasurer.state.nc.us/Treasurer/
An Equal Opportunity/Affirmative Action Employer
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CONSULTANTS

200 Galleria Parkway, NW.  Suite 1200
’ Atlanta, Georgia 30339-5945

February 9, 1999

Mr. Jack Pruitt

Deputy Treasurer and Director
Retirement Systems Division
Department of State Treasurer

325 North Salisbury Street -
Raleigh, North Carolina 27603-1385

House Bill 43

Dear Mr. Pruitt;

We have received your letter of February 8 regarding House Bill 43 which affects the
Firemen’s and Rescue Squad Workers’ Pension Fund

This legislation appears to provide, effective on and after July 1, 1999, for a fifty-four
’ dollar ($54.00) increase in the monthly pensions payable to current and future pensioners
from this Pension Fund. The current monthly pension payment is $146.00 to all
pensioners. The proposed monthly pension payment would be $200.00 to all pensioners.
Our cost estimate for this legislation is based on the Fund’s valuation as of June 30, 1998,
including a funding basis of approximately five years for liquidation of unfunded accrued

liabilities.

Under the assumption that the current annual contribution amount of $12,104,780 is
continued in the 1999-2000 fiscal year, there are no funds available from actuarial gains
as of June 30, 1998, to offset the required contributions for benefit improvements. The
annual cost of this proposed legislation is $20,796,346. Therefore, this legislation would
require additional appropriations of $20,796,346 for the 1999-2000 fiscal year. The
following table shows the required annual contribution for this legislation and the

offsetting use of gains.

Buck Consultants, Inc.
770]955-2488 Fax 770|933-8336



Mr. Jack Pruitt
February 9, 1999
Page 2

ADDITIONAL ANNUAL CONTRIBUTIONS PAYABLE BY THE STATE
FOR AN INCREASE IN PENSION FROM $146 TO $200
FOR CURRENT AND FUTURE RETIRED MEMBERS

Additional contribution for $54.00 increase:

Normal $ 1,795,867
Accrued liability 19,000,479
Total $ 20,796,346

Available annual contribution due to actuarial gains
From 6-30-98 valuation $ 0
Additional appropriation required § 20,796,346

If we can be of further assistance with regard to this legislation, please do not hesitate to
contact us.

Sincerely,

Dt

" Edward A. Macdonald
Principal and Consulting Actuary
EAM:jq

PANCFRM99NDOCS\CORR\HB43
JC 1950 BC A33

UK
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1999 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative(s) Michaux for the Committee on PENSIONS AND RETIREMENT.

[[] Committee Substitute for

HB. 229 A BILL TO BE ENTITLED AN ACT TO PROVIDE COST-OF-LIVING
INCREASES FOR MEMBERS OF THE TEACHERS' AND STATE EMPLOYEES'
RETIREMENT SYSTEM, THE CONSOLIDATED JUDICIAL RETIREMENT SYSTEM,
THE LEGISLATIVE RETIREMENT SYSTEM, AND THE LOCAL GOVERNMENT
EMPLOYEES' RETIREMENT SYSTEM.

[] With a favorable report.

[] With a favorable report and recommendation that the bill be re-referred to the Committee on
Appropriations [_] Finance [_] -

'[[] With a favorable report, as amended.

With a favorable report;as-amended; and recommendation that the bill be re-referred to the
Committee on Appropriations [} Einameefe=se={——

(] With a favorable report as to committee substitute bill (# ), (] which changes the title,
unfavorable as to (original bill) (Committee Substitute Bill # ), (and recommendation
that the committee substitute bill # ) be re-referred to the Committee on J)

[] With a favorable report as to House committee substitute bill (# ), [_] which changes
the title, unfavorable as to Senate committee substitute bill.

] With an unfavorable report.

[] With recommendation that the House concur.

[] With recommendation that the House do not concur.

(] With recommendation that the House do not concur; request conferees.

[] With recommendation that the House cqncur; committee believes bill to be material.
(] With an unfavorable report, with a Minority Report attached.

[[] Without prejudice.

[] With an indefinite postponement report.

[[] With an indefinite postponement report, with a Minority Report attached.

[] With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
, 2/24/99



HOUSE BILL 229:
Increase Retirement COLASs

l BILL ANALYSIS

Committee: House Pensions and Retirement Introduced by: Representative Michaux
Date: April 13,1999 Summary by:  Theresa Matula
Version: 1st Edition Committee Staff

SUMMARY: House Bill 229 provides a two and three-tenths percent (2.3%) increase to retired
beneficiaries of the Teachers’ and State Employees’ Retirement System, the Consolidated Judicial
Retirement System, and the Legislative Retirement System. House Bill 229 provides a one percent
(1.0%) increase to retired beneficiaries of the Local Governmental Employees’ Retirement System.

BILL ANALYSIS:

Section 1.

Chapter 135, Article 1, Section 5 of the General Statutes pertains to the benefits of the Retirement System
for Teachers and State Employees. Senate Bill 242 increases by two and three-tenths percent (2.3%), the
retirement allowance paid to or on account of beneficiaries whose retirement commenced on or before
July 1, 1998. Beneficiaries whose retirement commences after July 1, 1998, but before June 30, 1999
shall receive a prorated amount of the increase.

‘Section 2.

Chapter 135, Article 4, Section 65 of the General Statutes pertains to the post-retirement increases in
allowances in the Consolidated Judicial Retirement System. Senate Bill 242 increases by two and three-
tenths percent (2.3%), the retirement allowance paid to or on account of beneficiaries whose retirement
commenced on or before July 1, 1998. Beneficiaries whose retirement commences after July 1, 1998, but
before June 30, 1999 shall receive a prorated amount of the increase.

Section 3.
Chapter 120, Article 1A, Section 22A of the General Statutes pertains to the post-retirement increases in

allowances in the Legislative Retirement System. Senate Bill 242 increases by two and three-tenths
percent (2.3%), the retirement allowance paid to or on account of beneficiaries whose retirement
commenced on or before January 1, 1999. Beneficiaries whose retirement commences after January 1,
1999, but before June 30, 1999 shall receive a prorated amount of the increase.

Section 4.
Chapter 128, Article 3, Section 27 of the General Statutes pertains to the benefits of the Retirement

System for Counties, Cities and Towns. Senate Bill 242 increases by one percent (1.0%), the retirement
allowance paid to or on account of beneficiaries whose retirement commenced on or before July 1, 1998.
Beneficiaries whose retirement commences after July 1, 1998, but before June 30, 1999 shall receive a

prorated amount of the increase.

"his act becomes effective July 1, 1999.
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HOUSE BILL 229*

Short Title: Increase Retirement COLAs. (Public)

Sponsors: Representatives Michaux; Wainwright, Hunter, and Melton.

Referred to: Penions and Retirement, if favorable, Appropriations.

March 4, 1999

A BILL TO BE ENTITLED

AN ACT TO PROVIDE COST-OF-LIVING INCREASES FOR MEMBERS OF
THE TEACHERS’ AND STATE EMPLOYEES’ RETIREMENT SYSTEM, THE
CONSOLIDATED JUDICIAL RETIREMENT SYSTEM, THE LEGISLATIVE
RETIREMENT SYSTEM, AND THE LOCAL GOVERNMENTAL
EMPLOYEES’ RETIREMENT SYSTEM.

The General Assembly of North Carolina enacts: :

Section 1. G.S. 135-5 is amended by adding a new subsection to read:

"(fff) From and after July 1, 1999, the retirement allowance to or on account of

beneficiaries whose retirement commenced on or before July 1, 1998, shall be
increased by two and three-tenths percent (2.3%) of the allowance payable on June 1,
1999, in accordance with G.S. 135-5(o). Furthermore, from and after July 1. 1999, the

retirement allowance to or on account of beneficiaries whose retirement commenced
after July 1, 1998, but before June 30, 1999. shall be increased by a prorated amount

of two and three-tenths percent (2.3%) of the allowance payable as determined by the
Board of Trustees based upon the number of months that a retirement allowance was

paid between July 1. 1998, and June 30, 1999."
Section 2. G.S. 135-65 is amended by adding a new subsection to read:

" From and after July 1, 1999 the retirement allowance to_or on account of

beneficiaries whose retirement commenced on or before July 1. 1998, shall be
increased by two and three-tenths percent (2.3%) of the allowance payable on June 1,
1999. Furthermore, from and after July 1, 1999, the retirement allowance to or on
account of beneficiaries whose retirement commenced after July 1. 1998, but before
June 30, 1999, shall be increased by a prorated amount of two and three-tenths
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percent (2.3%) of the allowance payable as determined by the Board of Trustees

based upon the number of months that a retirement allowance was paid between July
1, 1998. and June 30. 1999."
Section 3. G.S. 120-4.22A is amended by adding a new subsection to

read:

"(n) In accordance with subsection (a) of this section, from and after July 1, 1999,
the retirement allowance to _or on account of beneficiaries whose retirement
commenced on or before January 1, 1999, shall be increased by two and three-tenths
percent (2.3%) of the allowance payable on June 1, 1999. Furthermore, from and
after July 1. 1999, the retirement allowance to or on account of beneficiaries whose

retirement commenced after January 1. 1999, but before June 30. 1999, shall be
increased bv a prorated amount of two and three-tenths percent (2.3%) of the

allowance payable as determined by the Board of Trustees based upon the number of
months that a retirement allowance was paid between January 1. 1999, and June 30,
1999."

Section 4. G.S. 128-27 is amended by adding a new subsection to read:

"(vv) From and after July 1. 1999, the retirement allowance to or on account of
beneficiaries whose retirement commenced on or before July 1. 1998, shall be
increased by one percent (1.0%) of the allowance payable on June 1. 1999, in
accordance with subsection (k) of this section. Furthermore, from and after July 1.
1999, the retirement allowance to_or on account of beneficiaries whose retirement
commenced after July 1, 1998, but before June 30, 1999, shall be increased by a
prorated amount of one percent (1.0%) of the allowance payable as determined by
the Board of Trustees based upon the number of months that a retirement allowance

was paid between July 1, 1998, and June 30, 1999."
Section 5. This act becomes effective July 1, 1999.

Page 2 House Bill 229
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STATE OF NORTH CAROLINA
DEPARTMENT OF STATE TREASURER
RETIREMENT SYSTEMS DIVISION

JACK W. PRUITT
DEPUTY TREASURER

March 17, 1999

The Honorable Henry M. Michaux, Jr.
Chairman of the House Committee

on Pensions and Retirement
Suite 1409 of the State Legislative Building
Raleigh, North Carolina

Re: Actuarial Note/House Bill 229

Dear Representative Michaux:

In accordance with North Carolina General Statute 120-114, we herewith submit a
certified copy of an actuarial note on House Bill 229 which affects the Teachers’ and State
Employees’ Retirement System, Local Governmental Employees’ Retirement System,
Consolidated Judicial Retirement System and the Legislative Retirement System.

Please let me know if you have any questions with regard to this actuarial note. Also,
please let me know when you wish us to appear before your Committee with regard to this
note.

7
S

Sinc rély yours,

L

Jack W. Pruitt
Director

JWP/dsp

Enclosure

325 NORTH SALISBURY STREET, RALEIGH, NORTH CAROLINA 27603-1385
Courier #56-20-45 Telephone (919) 733-4191 Fax (919) 508-5350
E-mail: nc_retirement@treasurer.state.nc.us Web Page http://www.treasurer.state.nc.us/Treasurer/
An Equal Opportunity/Affirmative Action Employer



BUCK
CONSULTANTS

200 Galleria Parkway, N.W.  Suite 1200
Atlanta, Georgia 30339-5945
‘ March 15, 1999

Mr. Jack Pruitt
Depurty Treasurer and Director .
Retirement Systems Divisions
Department of State Treasurer
325 North Salisbury Street
Raleigh, North Carolina 27603-1388

House Bill 229
Dear Mr, Pmin:'

We have received your letter of March 5 regarding House Bill 229 which affects the Teachers' and State
Employees’ Retirement System, the Local Governmental Employees' Retirement System and the
Consolidated Judicial Retirement System. This legislation also affects the Legislative Retirement System,
which we will not address because we are not the consulting actuaries for this system.

This legislation appears to grant a post-retirement increase in the allowances of retirees and other
beneficiaries of the Teachers’ and State Employees’ Retirement System and the Consolidated Judicial
Retirement System equal to 2.3% for those who commenced retirement on and before July 1, 1998, and a
prorated portion of the 2.3% post-retirement increase for those who commenced retirement after July 1,
1998 and before June 30, 1999, with all increases payable effective July 1, 1999.

‘ This legislation also appears to grant a post-retirement increase in the allowances of retirees and other
beneficiaries of the Local Governmental Employees’ Retirement System, equal to 1.0% for those who
commenced retirement on and before July 1, 1998 and a prorated portion of the 1.0% post-retirement

increase for those who commenced retirement after July 1, 1998 and before June 30, 1999, with all increases
payable effective July 1, 1999.

The attached schedule reflects the fiscal results of the benefit enhancements contained in this legislation on
the various retirement systems. The results are based on the latest actuarial valustions of the retirement
systems, with the equivalent appropriation amounts based on the estimated covered payrolls agreed to among
the Legislative Fiscal Research Division, the Office of State Budget and the Department of State Treasurer.

If no other benefit improvements are made under the Consolidated Judicial Retirement System, except the
post-retirement increase in this legislation, the annual required employer contribution rate under GASB will
be 17.21% of payrall.

If we can be of further assistance with regard to this legislation, please do not hesitate to contact us.

Edward A. Macdonald
Principal and Consulting Actuary

" EAM:jq

Buck Consultants, Inc,
770]955-2488 Fax 770]933-8336
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* Equivalent local funding

March 15, 1999
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GAINS HOUSE BILL 229 REMAINING GAINS
Bquivalent Appropriations Equivaleot Appropristions ulvalent A riations
Cost As General Highway Cost As Genezal Highway Cost as General Highway
SYSTEM % of Payroil Pund Fund % of Payroll Pund Pund % of Payroll Pund Fund
Teachers’ and State
Employees’ Retirement :
Systemn 0.59% $36,964,000 $2,974 000 0.58% $36,337,000 $2,923.000 0.01% $627.000 $51,000
Consolidated Judicist
Retirement System 4.38% $1,905 000 N/A 0.94% $409,000 N/A 3.44% $1,496,000 N/A
Local Govermnmental
Bmployecs' Retitement

BHJ’%NQ Wran e



NORTH CAROLINA GENERAL ASSEMBLY

LEGISLATIVE ACTUARIAL NOTE

BILL NUMBER: House Bill 229
SHORT TITLE: Increase Retirement COLAS

SPONSOR(S): Representative Michaux

SYSTEM OR PROGRAM AFFECTED: Teacher's & State Employees' Retirement System,
Consolidated Judicial Retirement System, Legislative Retirement System and Local Governmental

Employees’ Retirement System
FUNDS AFFECTED: General Fund, Highway Fund, Receipt Fund and Local Funds

BILL SUMMARY: Provides a post-retirement increase of 2.3% in the benefits of retirees of the
Teachers' and State Employees' Retirement System, the Consolidated Judicial Retirement System
and the Legislative Retirement System. Provides a post-retirement increase of 1% in the benefits of
retirees of the Local Governmental Employees' Retirement System.

EFFECTIVE DATE: July 1, 1999

ESTIMATED IMPACT ON STATE:
Teachers’ and State Employee’s Retirement System

Retirement System Actuary: Buck Consultants estimates the cost of the 2.3% COLA to be 0.58%
of payroll.

1999-2000 2000-01 2001-02 2002-03 2003-04

General Fund $36.3m $38.3m $40.3m $42.4m $44.7m
Highway Fund $ 3.0m $ 3.lm $ 32m $ 3.3m $ 3.5m
Receipt Funds $ 9.8m $10.3m $10.9m $11.5m $12.0m
Total $49.1m $51.7m - $544m $57.2m $60.2m

General Assembly Actuary: Hartman & Associates estimates the cost of the 2.3% COLA to be
0.50% of payroll.

1999-2000 2000-01 2001-02 2002-03 2003-04
General Fund $31.3m $33.0m $34.7m $36.6m $38.5m
Highway Fund $ 25m $ 2.6m $ 2.8m $ 29m $ 3.0m
Receipt Funds $ 85m $ 89m $ 9.4m $ 99m $10.4m
Total $42.3m $45.5m $46.9m $49.4m $51.9m

Consolidated Judicial Retirement System
Retirement System Actuary: Buck Consultants estimates the cost of the 2.3% COLA to be .94% of

payroll.

1999-2000 2000-01 2001-02 2002-03 2003-04
General Fund $408,900 $434,824 $462,392 $491,708 $522,882



General Assembly Actuary:  Hartman & Associates estimates the cost of the 2.3% COLA to be
.89% of payroll.

1999-2000 2000-01 2001-02 2002-03 2003-04
General Fund $387,150 $411,695 $437,797 $465,553 $495,069

Legislative Retirement System
Retirement System Actuary: Dilts, Umstead & Dunn estimates the cost of the 2.3% COLA to be
1.06% of payroll.

1999-2000 2000-01 2001-02 2002-03 2003-04
General Fund $38,160 $38,160 $38,160 $38,160 $38,160

General Assembly Actuary: Hartman & Associates estimates the cost of the 2.3% COLA to be
1.19% of payroll.

1999-2000 2000-01 2001-02 2002-03 2003-04
General Fund $42,840 $42,840 $42,840 $42,840 $42,840

Local Governmental Employee’s Retirement System
Retirement System Actuary: Buck Consultants estimates the cost of the 2.3% COLA to be .09% of

payroll.

1999-2000 2000-01 2001-02 2002-03 2003-04
Local Funds $2.8m $3.0m $3.1m $3.3m $3.5m

General Assembly Actuary: Hartman & Associates estimates the cost of the 2.3% COLA to be
.08% of payroll.

1999-2000 2000-01 < 2001-02 2002-03 2003-04
Local Funds $2.5m $2.6m $2.8m $3.0m $3.2m

ASSUMPTIONS AND METHODOLOGY:

Teacher's & State Employees' Retirement System

The cost estimates of the System's Actuary are based on the employee data, actuarial assumptions and
actuarial methods used to prepare the December 31, 1997 actuarial valuation of the fund. The data
included 271,128 active members with an annual payroll of $7.374 billion and 92,236 retired members in
receipt of annual pensions totaling $1.231 billion. Significant actuarial assumptions used include (a) an
investment return rate of 7.25%, (b) salary increase rate of 6.25%, (c) the George B. Buck Mortality
Tables for deaths in service and after retirement and (d) rates of separation from active service based on
. System experience. The actuarial cost method used was the entry age normal method with open-end

unfunded accrued liability and an frozen unfunded liquidation period of nine years. Detailed information
concerning these assumptions and methods is shown in the actuary's report, which is available upon

request from Stanley Moore.

Consolidated Judicial Retirement System
The cost estimates of the System's Actuary are based on the employee data, actuarial assumptions and
actuarial methods used to prepare the December 31, 1997 actuarial valuation of the fund. The data
included 456 active members with an annual payroll of $39.7 million and 327 retired members in receipt
of annual pensions totaling $10.8 million. Significant actuarial assumptions used include (a) an
investment return rate of 7.25%, (b) salary increase rate of 6.25%, (c) the 1979 George B. Buck Mortality
Table for deaths after retirement, and (d) rates of separation from active service based on System
experience. The actuarial cost method used to determine the liabilities is the projected benefit method;
however, the method used to determine the contribution rate is the projected unit credit method with an
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unfunded liquidation period of ten years. Detailed information concerning these assumptions and methods
is shown in the actuary's report, which is available upon request from Stanley Moore.

Legislative Retirement System
The cost estimates of the System's Actuary are based on the employee data, actuarial assumptions and
actuarial methods used to prepare the December 31, 1997 actuarial valuation of the fund. The data
included 167 active members with an annual payroll of $3.6 million and 178 retired members in receipt
of annual pensions totaling $950,788. Significant actuarial assumptions used include (a) an investment
return rate of 7.5%, (b) the 1971 Group Annuity Mortality Tables for deaths in service and after
retirement and (c) 100% vesting after five years of service with no assumptions for terminations other
than death and disability. The actuarial cost method used was the projected unit credit cost method with
service prorate. The actuarial liability is computed by using member service to date and attributing an
equal benefit amount to each year of credited and expected future service. Detailed information
concerning these assumptions and methods is shown in the actuary's report, which is available upon

request from Stanley Moore.

Local Governmental Employees' Retirement System

The cost estimates of the System's Actuary are based on the employee data, actuarial assumptions and
actuarial methods used to prepare the December 31, 1997 actuarial valuation of the fund. The data
included 106,802 active members with an annual payroll of $2.743 billion and 25,456 retired members in
receipt of annual pensions totaling $261.2 million. Significant actuarial assumptions used include (a) an
investment return rate of 7.25%, (b) salary increase rate of 6.25%, (c) the 1979 George B. Buck Mortality
Tables for deaths in service and after retirement and (d) rates of separation from active service based on
System experience. The actuarial cost method used was the projected benefit method with aggregate level
normal cost and frozen accrued liability. Detailed information concerning these assumptions and methods
is shown in the actuary's report, which is available upon request from Stanley Moore.

SOURCES OF DATA: System Actuary - Buck Consultant, Inc.
General Assembly Actuary - Hartman & Associates

Legislative System Actuary Dilts, Umstead & Dunn

FISCAL RESEARCH DIVISION: (919) 733-4910
The above information is provided in accordance with North Carolina General Statute 120-114 and

applicable Rules of the North Carolina Senate and House of Representatives. The above cost
estimates are bases on the salary base as of July 1, 1999 projected at the average annual increase in
compensation base for each system over the last five years. The Legislative System salary base is not
projected to increase since salaries have been the same for several years.

PREPARED BY: Stanley Moore

APPROVED W

DATE : March 22, 1999



HARLAN E. BOYLES
TREASURER

The Honorable Ruth M. Easterling

Co-Chair of the House Committee on Appropriations
Suite 631 of the Legislative Office Building
Raleigh, North Carolina

The Honorable Thomas C. Hardaway

Co-Chair of the House Committee on Appropriations
Suite 643 of the Legislative Office Building
Raleigh, North Carolina

The Honorable Edward D: Redwine

Co-Chair of the House Committee on Appropriations
Suite 635 of the Legislative Office Building
Raleigh, North Carolina

STATE OF NORTH CAROLINA
DEPARTMENT OF STATE TREASURER
RETIREMENT SYSTEMS DIVISION

March 19, 1999

Re: Recommendations on Retirement
System Benefit Enhancements

Dear Representatives Easterling, Hardaway, and Redwine:

JACKW. PRUITT
DEPUTY TREASURER

This is written in my capacities as State Treasurer and as ex officio Chairman of the Boards of Trustees of the Teachers’ and

f the Boards’ legislative recommendations for the current Session, to urge your support of these benefit improvements, and to make

qtate Employees’ Retirement System and the Local Governmental Employees’ Retirement System. My purpose is to make you aware
0

you aware of the fiscal implications of these proposed benefit enhancements.

All costs associated with these benefit changes would be borne by use of the unencumbered actuarial gains in each of the
affected retirement systems, and would require no increased appropriations of either the General Assembly or the participating local
governments. The contributions rates shown below, as determined by actuarial valuation and set for 1999-2C00 in Section 22(b) of
Session Law 1998-153, will be sufficient to fund these benefit enhancements in the Teachers’ and State Employees’ Retirement
System and the Judicial Retirement System. Also, after funding the proposed benefit enhancements, the contribution rate set for the
Judicial Retirement System can stiil be reduced by 3.44% as recommended by the Board of Trustees. Questions concerning funding
of the Legislative Retirement System may be addressed to our office or to staff of the Fiscal Research Division.

Retirement Retirees’
System Health
Teachers and
State Employees 8.15% 2.00%
State Law
Enforcement 8.15% 2.00%
Consolidated
Judicial 20.65% 2.00%
22.58% 2.00%

ﬁgislative

E-mail: nc_retirement@treasurer.state.nc.us Web Page http://www.treasurer.state.nc.us/Treasurer/

Death Disability 401(k)
Benefit Income Plan
0.16% 0.52% -0-
0.16% 0.52% 5.00%
-0- -0- -0-
-0- -0- -0-

325 NORTH SALISBURY STREET, RALEIGH, NORTH CAROLINA 27603-1385
Courier #56-20-45 Telephone (919) 733-4191 Fax (919) 508-5350

An Equal Opportunity/Affirmative Action Employer

Total

10.83%

15.85%

24.58%



The Honorable Ruth M. Easterling Page Two
The Honorable Thomas C. Hardaway March 19, 1999
The Honorable Edward D. Redwine

The unencumbered actuarial gains recognized subsequent to the 1998 Session result in the ability of the General Assembly to
increase retirement benefits equal to a present value cost of approximately $291.761 million, which is equivalent to approximately
0.59% of payroll based on 9 year amortization of the additional costs. In terms of annual appropriations, these proposed benefit
increases, with a General Fund va'ue of $36.337 million and a Highway Fund value of $2.923 million, could be enacted without
increased appropriations by the General Assembly. [n the alternative, the General Assembly could reduce the employer contribution
rate by 0.59% of payroll for 9 years for a savings of approximate'y $36.964 million to the General Fund and to the Highway Fund of
approximately $2.974 million during the 1999-2000 budget year. As another alternative, th. General Assembly could do a
combination of some benefit increase and some employer rate reduction within the stated monetary parameters. For purposes of
illustration, we are attaching a chart prepared by our consulting actuary. (This chart does not include figures for the Legislative

Retirement System since our consulting actuary is not the consulting actuary for the Legislative Plan.)

229 which Representative

The Boards’ total package of recommended benefit enhancements is embodied in House Bill
endations included in this

Michaux, as Chairman of the House Committee on Pensions and Retirement, introduced. The recomm
legislation are as follows:

a 2.3% cost-of-living adjustment for retirees and other beneficiaries in the Teachers’ and State Employees’
Retirement System, the Consolidated Judicial Retirement System, and the Legislative Retirement System, all of which
assumes that State employees will be granted a 3% total across-the-board increase in salary; and, a 1% cost-of-living
adjustment for retirees and other beneficiaries of the Local Governmental Employees’ Retirement System.

This legislative package has the support and endorsement of the organizations representing teachers, State employees, law

.[nforcement officers, State and local governmental retirees, and local governments, and contains all of the benefit enhancements and

commendations of the Retirement Svstems” Boards of Trustees.

We will leave to your judgment whether to consider the Boards’ recommendations for inclusion in your Budget Bill, as has
been the past practice, or to consider the proposed House Bill separately.

Again, we urge your support and ask for your assistance with this legislation.
Very truly yours,

ey N

Harlan E. Boyles
State Treasurer

HEB/dsp
Enclosure
ok Speaker James B. Black

Representative Henry M. Michaux, Jr.\/
Members of the Boards of Trustees

‘I“ v
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NORTH CAROLINA GENERAL ASSEMBLY

LEGISLATIVE ACTUARIAL NOTE

‘ BILL NUMBER: House Bill 229

SHORT TITLE: Increase Retirement COLAs
SPONSOR(S): Representative Michaux

SYSTEM OR PROGRAM AFFECTED: Teacher's & State Employees' Retirement System,
Consolidated Judicial Retirement System, Legislative Retirement System and Local Governmental
Employees’ Retirement System

FUNDS AFFECTED: General Fund, Highway Fund, Receipt Fund and Local Funds

BILL SUMMARY: Provides a post-retirement increase of 2.3% in the benefits of retirees of the
Teachers' and State Employees' Retirement System, the Consolidated Judicial Retirement System
and the Legislative Retirement System. Provides a post-retirement increase of 1% in the benefits of
retirees of the Local Governmental Employees' Retirement System.

EFFECTIVE DATE: July 1, 1999

ESTIMATED IMPACT ON STATE:
Teachers’ and State Employee’s Retirement System
Retirement System Actuary:  Buck Consultants estimates the cost of the 2.3% COLA to be 0.58%

of payroll.

1999-2000 2000-01 2001-02 2002-03 2003-04

General Fund $36.3m $38.3m $40.3m $42.4m $44.7m
Highway Fund $ 3.0m $ 3.1Im $ 32m $ 3.3m $ 3.5m
Receipt Funds $ 9.8m $10.3m $ 10.9m $11.5m $12.0m
Total $49.1m $51.7m $ 54.4m $57.2m $60.2m

General Assembly Actuary: Hartman & Associates estimates the cost of the 2.3% COLA to be
0.50% of payroll.

1999-2000 2000-01 2001-02 2002-03 2003-04
General Fund $31.3m $33.0m $34.7m $ 36.6m $38.5m
Highway Fund $ 2.5m $ 2.6m $ 2.8m $ 29m $ 3.0m
Receipt Funds $§ 8.5m $ 8.9m $ 94m $ 99m $ 10.4m
Total $42.3m $45.5m $ 46.9m $ 49.4m $51.9m

Consolidated Judicial Retirement System
Retirement System Actuary: Buck Consultants estimates the cost of the 2.3% COLA to be .94% of

payroll.
1999-2000 2000-01 2001-02 2002-03 2003-04

General Fund $408,900 $434,824 $462,392 $491,708 $522,882



General Assembly Actuary: Hartman & Associates estimates the cost of the 2.3% COLA to be
.89% of payroll.

1999-2000 2000-01 2001-02 2002-03 2003-04
General Fund $387,150 $411,695 $437,797 $465,553 $495,069

Legislative Retirement System
Retirement System Actuary: Dilts, Umstead & Dunn estimates the cost of the 2.3% COLA to be
1.06% of payroll.

1999-2000 2000-01 2001-02 2002-03 2003-04
General Fund $38,160 $38,160 $38,160 $38,160 $38,160

General Assembly Actuary: Hartman & Associates estimates the cost of the 2.3% COLA to be
1.19% of payroll.

1999-2000 2000-01 2001-02 2002-03 2003-04
General Fund $42,840 $42,840 $42,840 $42,840 $42,840

Local Governmental Employee’s Retirement System
Retirement System Actuary: Buck Consultants estimates the cost of the 2.3% COLA to be .09% of
payroll.

1999-2000 2000-01 2001-02 2002-03 2003-04
Local Funds $2.8m $3.0m $3.1m $3.3m $3.5m

General Assembly Actuary: Hartman & Associates estimates the cost of the 2.3% COLA to be
.08% of payroll.

1999-2000 2000-01 2001-02 2002-03 2003-04
Local Funds $2.5m $2.6m $2.8m $3.0m $3.2m

ASSUMPTIONS AND METHODOLOGY:

Teacher's & State Employees' Retirement System

The cost estimates of the System's Actuary are based on the employee data, actuarial assumptions and
actuarial methods used to prepare the December 31, 1997 actuarial valuation of the fund. The data
included 271,128 active members with an annual payroll of $7.374 billion and 92,236 retired members in
receipt of annual pensions totaling $1.231 billion. Significant actuarial assumptions used include (a) an
investment return rate of 7.25%, (b) salary increase rate of 6.25%, (c) the George B. Buck Mortality
Tables for deaths in service and after retirement and (d) rates of separation from active service based on
System experience. The actuarial cost method used was the entry age normal method with open-end
unfunded accrued liability and an frozen unfunded liquidation period of nine years. Detailed information
concerning these assumptions and methods is shown in the actuary's report, which is available upon
request from Stanley Moore.

Consolidated Judicial Retirement System
The cost estimates of the System's Actuary are based on the employee data, actuarial assumptions and
actuarial methods used to prepare the December 31, 1997 actuarial valuation of the fund. The data
included 456 active members with an annual payroll of $39.7 million and 327 retired members in receipt
of annual pensions totaling $10.8 million. Significant actuarial assumptions used include (a) an
investment return rate of 7.25%, (b) salary increase rate of 6.25%, (c) the 1979 George B. Buck Mortality
Table for deaths after retirement, and (d) rates of separation from active service based on System
experience. The actuarial cost method used to determine the liabilities is the projected benefit method,;
however, the method used to determine the contribution rate is the projected unit credit method with an
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unfunded liquidation period of ten years. Detailed information concerning these assumptions and methods
is shown in the actuary's report, which is available upon request from Stanley Moore.

Legislative Retirement System

The cost estimates of the System's Actuary are based on the employee data, actuarial assumptions and
actuarial methods used to prepare the December 31, 1997 actuarial valuation of the fund. The data
included 167 active members with an annual payroll of $3.6 million and 178 retired members in receipt
of annual pensions totaling $950,788. Significant actuarial assumptions used include (a) an investment
return rate of 7.5%, (b) the 1971 Group Annuity Mortality Tables for deaths in service and after
retirement and (c) 100% vesting after five years of service with no assumptions for terminations other
than death and disability. The actuarial cost method used was the projected unit credit cost method with
service prorate. The actuarial liability is computed by using member service to date and attributing an
equal benefit amount to each year of credited and expected future service. Detailed information
concerning these assumptions and methods is shown in the actuary's report, which is available upon
request from Stanley Moore.

Local Governmental Employees' Retirement System

The cost estimates of the System's Actuary are based on the employee data, actuarial assumptions and
actuarial methods used to prepare the December 31, 1997 actuarial valuation of the fund. The data
included 106,802 active members with an annual payroll of $2.743 billion and 25,456 retired members in
receipt of annual pensions totaling $261.2 million. Significant actuarial assumptions used include (a) an
investment return rate of 7.25%, (b) salary increase rate of 6.25%, (c) the 1979 George B. Buck Mortality
Tables for deaths in service and after retirement and (d) rates of separation from active service based on
System experience. The actuarial cost method used was the projected benefit method with aggregate level
normal cost and frozen accrued liability. Detailed information concerning these assumptions and methods
is shown in the actuary’s report, which is available upon request from Stanley Moore.

SOURCES OF DATA: System Actuary - Buck Consultant, Inc.
General Assembly Actuary - Hartman & Associates
Legislative System Actuary Dilts, Umstead & Dunn

FISCAL RESEARCH DIVISION: (919) 733-4910

The above information is provided in accordance with North Carolina General Statute 120-114 and
applicable Rules of the North Carolina Senate and House of Representatives. The above cost
estimates are bases on the salary base as of July 1, 1999 projected at the average annual increase in
compensation base for each system over the last five years. The Legislative System salary base is not
projected to increase since salaries have been the same for several years.

PREPARED BY: Stanley Moore

APPROVED 7, %

DATE : March 22, 1999
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March 19 1999

MEMORANDUM

TO: Representative H. M. Michaux, Jr.

FROM: Stanley Moor5 M~

Fiscal Research Division
SUBJECT: Actuarial Note on House Bill 229

Re: Provides a 2.3% cost-of-living increase for retirees of the Teachers' and State
Employees' Retirement System, the Consolidated Judicial Retirement System and
the Legislative Retirement System, and provides a 1% cost-of-living increase for
retirees of the Local Governmental Employees' Retirement System.

In accordance with North Carolina General Statute 120-114 and applicable Rules of the
North Carolina Senate and House of Representatives, attached is a certified copy of an
original actuarial note on the above subject as prepared by the General Assembly’s
Consulting Actuary. A certified copy of an original actuarial note on the same subject
from the Plan Administrator’s Consulting Actuary is also attached for your review.

cc: House Principal Clerk
Attachment(s):
(1) Legislative Actuarial Note

2) Actuarial Note, Buck Consultants, March 15, 1999
3) Actuarial Note. Hartman & Associates, March 16, 1999

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER



NORTH CAROLINA GENERAL ASSEMBLY

LEGISLATIVE ACTUARIAL NOTE

‘ BILL NUMBER: House Bill 229

SHORT TITLE: Increase Retirement COLAs
SPONSOR(S): Representative Michaux

SYSTEM OR PROGRAM AFFECTED: Teacher's & State Employees' Retirement System,
Consolidated Judicial Retirement System, Legislative Retirement System and Local Governmental

Employees’ Retirement System
FUNDS AFFECTED: General Fund, Highway Fund, Receipt Fund and Local Funds

BILL SUMMARY: Provides a post-retirement increase of 2.3% in the benefits of reti-ees of the
Teachers' and State Employees' Retirement System, the Consolidated Judicial Retirement System
and the Legislative Retirement System. Provides a post-retirement increase of 1% in the benefits of
retirees of the Local Governmental Employees' Retirement System.

EFFECTIVE DATE: July 1, 1999

ESTIMATED IMPACT ON STATE:
Teachers’ and State Employee’s Retirement System
Retirement System Actuary:  Buck Consultants estimates the cost of the 2.3% COLA to be 0.58%

0 of payroll.
: 1999-2000 2000-01 2001-02 2002-03 2003-04
General Fund $36.3m $38.3m $40.3m $42.4m $44.7m
Highway Fund $ 3.0m $ 3.1m $ 3.2m $ 33m $ 3.5m
Receipt Funds $ 9.8m $10.3m $ 10.9m $11.5m $12.0m
Total $49.Tm $5T.7m $543m $572m $60.2m

General Assembly Actuary: Hartman & Associates estimates the cost of the 2.3% COLA to be
0.50% of payroll.

1999-2000 2000-01 2001-02 2002-03 2003-04
General Fund $31.3m $ 33.0m $34.7m $36.6m $38.5m
Highway Fund . $ 2.5m $ 2.6m $ 2.8m $ 29m $ 3.0m
Receipt Funds $ 8.5m § 89m $ 9.4m $ 9.9m $10.4m
Total $423m $455m $469m $49.4m $5T9m

Consolidated Judicial Retirement System
Retirement System Actuary: Buck Consultants estimates the cost of the 2.3% COLA to be .94% of

payroll.
1999-2000 2000-01 2001-02 2002-03 2003-04
General Fund $408,900 $434,824 $462,392 $491,708 $522,882




General Assembly Actuary: Hartman & Associates estimates the cost of the 2.3% COLA to be
.85% of payroll.

1999-2000 2000-01 2001-02 2002-03 2003-04
General Fund $387,150 $411,695 $437,797 $465,553 $495,069

Legislative Retirement System
Retirement System Actuary: Dilts, Umstead & Dunn estimates the cost of the 2.3% COLA to be

1.06% of payroll.

1999-2000 2000-01 2001-02 2002-03 2003-04
General Fund $38,160 $38,160 $38,160 $38,160 $38,160

General Assembly Actuary:  Hartman & Associates estimates the cost of the 2.3% COLA to be
1.197% ot payroll.

1999-2000 2000-01 2001-02 2002-03 2003-04
General Fund $42,840 $42,840 $42,840 $42,840 $42,840

Local Governmental Employee’s Retirement System
Retirement System Actuary: Buck Consultants estimates the cost of the 2.3% COLA to be .09% of

payroll.

1999-2000 2000-01 2001-02 2002-03 2003-04
Local Funds $2.8m $3.0m $3.Im $3.3m $3.5m

General Assembly Actuary: Hartman & Associates estimates the cost of the 2.3% COLA to be
.U8% ot payroll.

1999-2000 2000-01 2001-02 2002-03 2003-04
Local Funds $2.5m $2.6m " $2.8m $3.0m $3.2m

ASSUMPTIONS AND METHODOLOGY:

Teacher's & State Employees' Retirement System
The cost estimates of the System's Actuary are based on the employee data, actuarial assumptions and
actuarial methods used to prepare the December 31, 1997 actuarial valuation of the fund. The data
included 271,128 active members with an annual payroll of $7.374 billion and 92,236 retired members in
receipt of annual pensions totaling $1.231 billion. Significant actuarial assumptions used include (a) an
investment return rate of 7.25%, (b) salary increase rate of 6.25%, (c) the George B. Buck Mortality
Tables for deaths in service and after retirement and (d) rates of separation from active service based on
System experience. The actuarial cost method used was the entry age normal method with open-end
unfunded accrued liability and an frozen unfunded liquidation period of nine years. Detailed information
concerning these assumptions and methods is shown in the actuary's report, which is available upon

request from Stanley Moore.

Consolidated Judicial Retirement System
The cost estimates of the System's Actuary are based on the employee data, actuarial assumptions and
actuarial methods used to prepare the December 31, 1997 actuarial valuation of the fund. The data
included 456 active members with an annual payroll of $39.7 million and 327 retired members in receipt
of annual pensions totaling $10.8 million. Significant actuarial assumptions used include (a) an
investment return rate of 7.25%, (b) salary increase rate of 6.25%, (c) the 1979 George B. Buck Mortality
Table for deaths after retirement, and (d) rates of separation from active service based on System
experience. The actuarial cost method used to determine the liabilities is the projected benefit method;
however, the method used to determine the contribution rate is the projected unit credit method with an
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unfunded liquidation period of ten years. Detailed information concerning these assumptions and methods
is shown in the actuary's report, which is available upon request from Stanley Moore.

Legislative Retirement System
The cost estimates of the System's Actuary are based on the employee data, actuarial assumptions and
actuarial methods used to prepare the December 31, 1997 actuarial valuation of the fund. The data
included 167 active members with an annual payroll of $3.6 million and 178 retired members in receipt
of annual pensions totaling $950,788. Significant actuarial assumptions used include (a) an investment
return rate of 7.5%, (b) the 1971 Group Annuity Mortality Tables for deaths in service and after
retirement and (c) 100% vesting after five years of service with no assumptions for terminations other
than death and disability. The actuarial cost method used was the projected unit credit cost method with
service prorate. The actuarial liability is computed by using member service to date and attributing an
equal benefit amount to each year of credited and expected future service. Detailed information
concerning these assumptions and methods is shown in the actuary's report, which is available upon

request from Stanley Moore.

Local Governmental Employees' Retirement System

The cost estimates of the System's Actuary are based on the employee data, actuarial assumptions and
actuarial methods used to prepare the December 31, 1997 actuarial valuation of the fund. The data
included 106,802 active members with an annual payroll of $2.743 billion and 25,456 retired members in
receipt of annual pensions totaling $261.2 million. Significant actuarial assumptions used include (a) an
investment return rate of 7.25%, (b) salary incr=ase rate of 6.25%, (c) the 1979 George B. Buck Mortality
Tables for deaths in service and after retirement and (d) rates of separation from active service based on
System experience. The actuarial cost method used was the projected benefit method with aggregate level
normal cost and frozen accrued liability. Detailed information concerning these assumptions and methods
is shown in the actuary's report, which is available upon request from Stanley Moore.

SOURCES OF DATA: System Actuary - Buck Consultant, Inc.
General Assembly Actuary - Hartman & Associates
Legislative System Actuary Dilts, Umstead & Dunn

FISCAL RESEARCH DIVISION: The above information is provided in accordance with North
Carolina General Statute 120-114 and applicable Rules of the North Carolina Senate and House of
Representatives. The above cost estimates are bases on the salary base as of July 1, 1999 projected at
the average annual increase in compensation base for each system over the last five years. The
Legislative System salary base is not projected to increase since salaries have been the same for

several years.

(919) 733-4910 . A N
PREPARED BY: Stanley Moor

APPROVED BY: Tom Covington
DATE: March 19, 1999
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Buck Consultants, Inc,
770|955-2488 Fax 770]933-8336

UK |
CONSULTANTS

200 Galleria Parkway, NW.  Suite 1200
Allanta, Georgia 30339-5945

March 15, 1999

Mr. Jack Pruitt

Deputy Treasurer and Director
Retirement Systems Divisions
Department of State Treasurer

325 North Salisbury Street

Raleigh, North Carolina 27603-1388

House Bill 229

We have received your letter of March 5 regarding House Bill 229 which affects the Teachers' and State
Employees’ Retirement System, the Local Governmental Employees' Retirement System and the
Consolidated Judicial Retirement System. This legislation also affects the Legislative Retirement System,
which we will not address because we are not the consulting actuaries for this system.

This legislation appears to grant a post-retirement increase in the allowances of retirees and other
beneficiaries of the Teachers’ and State Employees’ Retirement System and the Consolidated Judicial
Retirement System equal to 2.3% for those who commenced retirement on and before July 1, 1998, and a
prorated portion of the 2.3% post-retirement increase for those who commenced retirement after Tuly 1,
1998 and before June 30, 1999, with all increases payable effective July 1, 1999.

This legislation also appears to grant a post-retirement increase in the allowances of retirees and other
beneficiaries of the Local Governmental Employees’ Retitement System, equal to 1.0% for those who
commenced retirement on and before July 1, 1998 and a prorated portion of the 1.0% post-retirement
increase for those who commenced retirement after July 1, 1998 and before June 30, 1999, with all increases

payable effective July 1, 1999,

The antached schedule reflects the fiscal results of the benefit enhancements contained in this legislation on
the various retirement systems. The results are based on the latest actuarial valuations of the retirement
systems, with the equivalent appropriation amounts based on the estimated covered payrolls agreed to among
the Legislative Fiscal Research Division, the Office of State Budges and the Department of State Treasurer.

If no other benefit improvements are made under the Consolidated Judicial Retirement System, except the
post-retirement increase in this legislation, the annnal required employer contribution rate under GASB will
be 17.21% of payrall.

If we can be of further assistance with regard to this legislation, please do not hesitate to contact us.

Edward A. Macdonald
Principal and Consulting Actuary

EAM:jq




HOUSE BILL 229

* Bquivalent local funding

March 15, 1999

PNCTEU99DOCS\OORR (8229

GAINS HOUSE BILL 229 REMAINING GAINS
Equivalent Appropriations Equivalent Appropriations ulvalent A riations
Cost As General Highway Cost As Genegal Highway Cost ag - General ighwa:
SYSTEM % of Payroll Pund Fund % of Payroll Pund Pund % of Payroll Pund HFund Y
Teachers' and State
Employees' Retirement .
System 0.59% $36,964,000 32,974,000 0.58% $36,337,000 _ $2.923.000 0.01% $627,000 $51,000
Consolidated Judicial *
Retirement System 4.38% $1,905,000 N/A 0.94% $409,000 N/A 3.44% $1,496,000 N/A
Local Govermmental
Bmployees® Retirement

BLTLENQI WIANTC



- HARTMAN & ASSOCIATES, LLC
v ACTUARIAL CONSULTING

‘RK V. HARTMAN, FSA, MAAA, MCA, EA

Phone: (336) 731-4038 668 Link Road
Fax:  (336) 731-2583 Lexington, NC 27295

March 16, 1999

Mr. Stanley Moore

Fiscal Research Division

North Carolina General Assembly
300 N. Salisbury Street
Raleigh, NC 27603-5925

Re: House Bill 229: An Act to Provide Cost-of-Living Increases
in the TSERS, CJRS, LRS, and LGERS Systems

Dear Mr. Moore:

This bill would amend the North Carolina, General -Statues.to

" enhance fretirement benefits payable from the Teachers’ and State
Employees’ Retirement System (TSERS),.the. Consolidated Judicial
Retirement System (CJRS), the Legislative Retirement System
(LRS), and the Local Governmental Employees’ Retirement System
(LGERS). The benefit increases provided by this bill are as
follows: ,

1. In the TSERS and CJRS, the bill would increase the
retirement allowances 2.3% for all beneficiaries who
retired on or before July 1, 1998, with a prorated increase
for retirements between July 1, 1998 and June 30, 1999.

2. In the LRS, the bill would provide a 2.3% increase in the
retirement allowances payable to beneficiaries whose
retirement began on or before January 1, 1999, with a
prorated increase for retirements after January 1, 1999 and
before June 30, 1999,

3. In the LGERS, the bill would increase the retirement.
allowances 1.0% for all beneficiaries who-retired on .or ..
~before July 1, 1998, ‘'with a prorated increase -for -
‘retirements between July 1, 1998 and June 30,:1999.

All provisions of this act are effective July 1, 1999. The
estimated cost of this act for the fiscal year beginning July 1,
" 1999, expressed as a percent of payroll, is shown below.



' Mr. Stanley Moore ' Page 2

March 16, 1999

Cost as Amort. Period for
System $ of Payroll Unfunded ILiability
TSERS 0.50% 9 years
CJRS 0.89 8 years
LRS 1.19 5 years
LGERS 0.08 n/a

This estimation is based on the data contained in the most recent
actuarial valuations prepared as of December 31, 1697.

If you have any questions, please let me know.
Sincerely,

Mo S

Mark V. Hartman, FSA, MAAA, MCA, EA
Consulting Actuary

MVH/3]




HOUSE COMMITTEE ON PENSIONS AND RETIREMENT

April 21, 1999
Room 1228/1327
12:00p.m.

AGENDA

1. Opening Remarks

Representative Michaux, Chair

2. Bills To Be Considered

House Bill 717 - CHARLOTTE FIREFIGHTERS’ RETIREMENT
Sponsor: Representative Alexander

House Bill 722 - PURCHASE OF PART-TIME SERVICE
Sponsor: Representative Insko

House Bill 918 — INCREASE DEATH BENEFITS
Sponsor: Representative McLawhorn

House Bill 940 —- RETIREMENT SYSTEM TRANSFER
Sponsor: Representative Hardaway

3. ADJOURNMENT



MINUTES _
HOUSE COMMITTEE ON PENSIONS AND RETIREMENT

APRIL 21, 1999

The House Committee on Pensions and Retirement met in Room 1228, of the
Legislative Building, on April 21, 1999 at 12:00 p.m. Representative H.M. Michaux,
Jr. (Chair) presided at the meeting and the following members were present:
Representatives, Oldham, Barbee, Berry, Gray, Horn, McCombs, McCrary, Morgan,
Ramsey, Rogers, Tucker, Warren, G. Wilson, and Yongue.

Chairman Michaux welcomed members and guests. The visitor registration sheet,

- actuarial notes and handouts are attached to the minutes. The Legislative Page for the

day was Ronald Rogers of Wake County, sponsored by Representative Dan Blue.

The following staff members were present: Anne M. Peele (Committee Assistant),
Stanley Moore (Fiscal Analyst), Theresa Matula (Legislative Analyst) and Karen
Cochrane-Brown (Attorney). Melvin Kimble and Anne Lassiter were the Sergeants-at-
Arms for the meeting. '

House Bill 940 was been pulled from the agenda.

House Bill 918, A BILL TO BE ENTITLED AN ACT TO INCREASE THE DEATH
BENEFIT FOR LAW ENFORCEMENT OFFICERS, FIREMEN, RESCUE SQUAD
WORKERS, AND SENIOR CIVIL AIR PATROL MEMBERS KILLED IN THE LINE OF
DUTY, was presented by Representative McLawhorn. There is an increase is from
$25,000 to $50,000. This also includes correctional officers and forest fire fighters.
They have to be killed in the line of duty before this is applicable. The Industrial
Commission would award a death benefit to either the spouse, the surviving
independent child or children, or dependent parents of the person killed. The
payment is by the state. It is not a local mandate. The method of payment would be
$20,000 at the time of death and $10,000 annually, for the next three years until $
50,000 is reached. There are two actuarial notes prepared. The estimated impact on
the state is predicted at $200,000. The last increase was in 1978-1979.

Representative Oldham was on the Committee that reviewed this bill and noted that it
got a good report. He moved that the bill be passed favorably. The motion passed.

House Bill 717, A BILL TO BE ENTITLED AN ACT TO AMEND THE LAW
ESTABLISHING THE CHARLOTTE FIREMEN’S RETIREMENT SYSTEM was presented
by Representative Alexander.

Representative Yongue moves to amend the bill on page 7 line 9 by changing 10. back
to 5 and that HB 717 the amendment be engrossed into the committee substitute and
the committee substitute be given a favorable report and the original bill be given an
unfavorable report. The motion passed.
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Stanley Moore was recognized by the Chair to further explain House Bill 717. The City
of Charlotte is a unique group of people. They are the only group in the State that has
their own pension plan. They are not covered by Social Security or any of the other
State Retirement Plans. These request comes to the State every few years to make
technical changes or minor changes in their retirement plan. The Actuarial notes
shows that it does not create liability on the Charlotte firefighters system unless
money is available to pay those funds. It does not put any liability on the State.
These are conforming changes. Section 6 changes the requirement to purchase
military service from 13 years to 5 years. Section 10 clarifies that any member with
less than 5 years who terminates employment shall receive only contributions made
by the members and not contributions or interest paid by the City of Charlotte shall be
refunded to the member. Section 11 was amended. Section 17 states that the benefit
limit of 100% of average final compensation is replaced by the Internal Revenue Code
415 limits but no less than $905.72 per month. The benefit for disability in the line of
duty was increased from 72% to 78%. The benefit for disability not in the line of duty
was increase from 36% plus 1.80% per year of service over 10 years to 39% plus
1.90% per year of service over 10 years. The retirees will get a post retirement
increase of 8.33% retro to July 1998.

Representative Alexander noted that there are sufficient funds in the system to take
care of this.

Representative Barbee moves for a favorable report.

This is a City of Charlotte local bill and liability. There are no state funds. If there are
not enough funds in the system to pay the benefits out, then they won'’t pay it out.

This motion passed. It will go straight to the floor because there are not any state
funds involved.

Finally, House Bill 722, A BILL ENTITLED AN ACT TO ALLOW MEMBERS OF THE
TEACHERS’ AND STATE EMPLOYEES’ RETIREMENT SYSTEM TO PURCHASE
CERTAIN PART-TIME SERVICE RENDERED WHILE FULL-TIME STUDENTS was
explained by Representative Insko. This bill will allow people who worked part-time
for the state while they were full-time students to go back and buy the service years if
they had enough time i.e., five years vested as state employees. The purpose of the bill
is to allow people who have demonstrated that they have made a commitment to state
employment to go ahead and claim credit for early part-time service. This would
exclude anyone who does not stay in the state retirement system for five years, non-
serious state employees and someone who does not work at least half-time, then they
don’t’ qualify. This bill is supported by the Office of State Personnel, Jack Pruitt,
(Director of the State Retirement System) and State employees.

Representative Michaux noted that this bill does not cost the State any money because
they will be buying service. '



Page 3
Representative Yongue moved for favorable report. The bill passed and goes straight
to the floor because there are not any state funds involved.

The meeting adjourned at 12:20 p.m. '
M Q"’w . &Zﬂ

Representative H.M. Micb(aux, Jr., Chair Anne M. Peele, Committee Assistant
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1999 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative(s) Michaux for the Committee on PENSIONS AND RETIREMENT.

[] Committee Substitute for

HB. 918 ABILL TO BE ENTITLED AN ACT TO INCREASE THE DEATH BENEFIT
FOR LAW ENFORCEMENT OFFICERS, FIREMEN, RESCUE SQUAD WORKERS,
AND SENIOR CIVIL AIR PATROL MEMBERS KILLED IN THE LINE OF DUTY.

With a favorable report.

[] With a favorable report and recommendation that the bill be re-referred to the Committee on
Appropriations [_] Finance [_] O

[[] With a favorable report, as amended.

(] With a favorable report, as amended, and recommendation that the bill be re-referred to the
Committee on Appropriations[ | Finance [ ] Ol

[[] With a favorable report as to committee substitute bill (# ), ] which changes the title,
unfavorable as to (original bill) (Committee Substitute Bill # ), (and recommendation
that the committee substitute bill # ) be re-referred to the Committee on J)

[] With a favorable report as to House committee substitute bill (# ), [] which changes
the title, unfavorable as to Senate committee substitute bill.

[] With an unfavorable report.

] With recommendation that the House concur.

[(J With recommendation that the House do not concur.

[] With recommendation that the House do not concur; request conferees.

[1 With recommendation that the House concur; committee believes bill to be material.
[] With an unfavorable report, with a Minority Report attached.

(] Without prejudice.

[J With an indefinite postponement report.

[] With an indefinite postponement report, with a Minority Report attached.

[] With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
2/24/99



HOUSE BILL 918:
Increase Death Benefits

. BILL ANALYSIS

Committee: House Pensions & Retirement Introduced by: Representative McLawhomn
Date: April 21, 1999 Summary by: Theresa Matula

Version: 1st Edition Committee Staff
SUMMARY:

House Bill 918 doubles the amount of the death benefit for Law Enforcement Officers, Firemen,
Rescue Squad Workers, and Senior Civil Air Patrol Members killed in the line of duty.

BILL ANALYSIS:

Chapter 143, Article 12A of the General Statutes concerns the Law-Enforcement Officers’, Firemen's,
Rescue Squad workers’, and Civil Air Patrol Members’ Death Benefits Act. House Bill 918 makes
amendments to Section 3 regarding Payments; determination.

Subsection (b) specifies that payment shall be made to the person or persons qualifying therefor under
subsection (a) in the following amounts:

(1) The amount that is paid at the time of the death of an officer, fireman, rescue squad worker or senior
. Civil Air Patrol member is increased from ten thousand dollars ($10,000) to twenty thousand
dollars $20,000. .

(2) The amount that shall be paid annually to the person or persons entitled thereto is increased from
five thousand dollars (35,000) to ten thousand dollars (810,000). The annual payment shall be
made until the sum of the initial payment and each annual payment reaches fifty thousand
dollars (850,000), previously twenty five thousand dollars ($25,000).

(3) In the event that no person qualifies under subsection (a) of this section, the amount that is paid
to the estate of the deceased officer, fireman, rescue squad worker or senior Civil Air Patrol member
at the time of death is increased from twenty-five thousand dollars ($25,000) to fifty thousand

dollars (550,0000).

House bill 918 also makes conforming changes to subsections (c) and (d).

This act becomes effective July 1, 1999.
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HOUSE BILL 918*

Short Title: Increase Death Benefits. (Public)

Sponsors: Representatives McLawhorn; Alexander, Barefoot, Bonner, Bridgeman,
Cole, Cox, Cunningham, Dedmon, Earle, Edwards, Fox, Gibson,
Gillespie, Goodwin, Hackney, Haire, Hensley, Horn, Hurley, Insko,
McComas, McCrary, McMahan, Melton, Michaux, Moore, Morris,
Mosley, Oldham, Owens, Preston, Rayfield, Rogers, Russell, Saunders,
Setzer, Smith, Sutton, Teague, Thomas, Thompson, Tolson, Tucker,
Walend, Warner, Warren, Warwick, G. Wilson, Womble, Wright, and
Yongue.

Referred to: Ways and Means.

April 5, 1999

A BILL TO BE ENTITLED
AN ACT TO INCREASE THE DEATH BENEFIT FOR LAW ENFORCEMENT
OFFICERS, FIREMEN, RESCUE SQUAD WORKERS, AND SENIOR CIVIL
AIR PATROL MEMBERS KILLED IN THE LINE OF DUTY.
The General Assembly of North Carolina enacts:
Section 1. G.S. 143-166.3 reads as rewritten:
"§ 143-166.3. Payments; determination.

(a) When any law-enforcement officer, fireman, rescue squad worker or senior
Civil Air Patrol member shall be killed in the line of duty, the Industrial Commission
shall award a death benefit to be paid in the amounts set forth in subsection (b) to
the following:

(1)  The spouse of such officer, fireman, rescue squad worker or senior
Civil Air Patrol member if there be a surviving spouse; or

(2) If there be no spouse qualifying under the provisions of this
Article, then payments shall be made to any surviving dependent
child of such officer, fireman, rescue squad worker or senior Civil
Air Patrol member and if there be more than one surviving
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dependent child, then said payment shall be made to and equally
divided among all surviving dependent children; or

(3) If there be no spouse and no dependent child or children
qualifying under the provisions of this Article, then payments shall
be made to the surviving dependent parent of such officer,
fireman, rescue squad worker or senior Civil Air Patrol member
and if there be more than one surviving dependent parent then
said payments shall be made to and equally divided between the
surviving dependent parents of said officer, fireman, rescue squad
worker or senior Civil Air Patrol member.

(b) Payment shall be made to the person or persons qualifying therefor under
subsection (a) in the following amounts:

(1) At the time of the death of an officer, fireman, rescue squad
worker or senior Civil Air Patrol member, ten—theousand—doeHars
€$10;666) twenty thousand dollars ($20.000) shall be paid to the
person or persons entitled thereto.

(2)  Thereafter, five—theusand—deHars—$5;000) ten thousand dollars
($10,000) shall be paid annually to the person or persons entitled
thereto until the sum of the initial payment and each annual
payment reaches twenty-five—thousand—deHars—($25;000)- fifty
thousand dollars ($50,000).

(3) In the event there is no person qualifying under subsection (a) of
this section, twenty-five—thousend—deHers($25,;066) fifty thousand

dollars ($50.000) shall be paid to the estate of the deceased officer,
fireman, rescue squad worker or senior Civil Air Patrol member at
the time of death.

(c) In the event that any person or persons eligible for payments under subsection
(a) of this section shall become ineligible, and other eligible person or persons qualify
for said death benefit payments under subsection (a), then they shall receive the
remamder of any payments up to the limit of tweﬂ't:y-ﬁveht-heuseﬁd—éel-l-afs%e%)

fifty thousand dollars ($50,000) in the manner set forth in subsection (b) of this
section.

(d) In the event any person or persons eligible for payments under subsection (a)
of this section shall become ineligible and no other person or persons qualify for
payments under that subsection and where the sum of the initial payment of tem

thousand—doetars—($10;600) twenty thousand dollars ($20,000) and each subsequent
annual payment of five-theusand-doHars{($5;000) ten thousand dollars ($10.000) does
not total twenty-five-theusend-deHers—($25;000); fifty thousand dollars ($50.000) then
the difference between the total of the payments made and twenty-five—thousand
deHars($25;000) fifty thousand dollars ($50.000), shall immediately be payable to the
estate of the deceased officer, fireman, rescue squad worker, or senior Civil Air
Patrol member."
Section 2. This act becomes effective July 1, 1999,

Page 2 House Bill 918




1999 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative(s) Michaux for the Committee on Pensions and Retirement.

] Committee Substitute for
HB. 717 A BILL TO BE ENTITLED AN ACT TO AMEND THE LAW ESTABLISHING
THE CHARLOTTE FIREMEN'S RETIREMENT SYSTEM.

[] With a favorable report.

[] With a favorable report and recommendation that the bill be re-referred to the Committee on
Appropriations [_] Finance [] O

[[] With a favorable report, as amended.

[C] With a favorable report, as amended, and recommendation that the bill be re-referred to the
Committee on Appropriations[_] Finance [_] .

B4 With a favorable report as to committee substitute bill f#ﬂlﬂ..);%:wwhadwhanges—the—tﬁ-le

unfavorable as to (original bill) (Eemmittee Substitute Bill ¢ !
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[] With a favorable report as to House committee substitute bill (# ), (] which changes
the title, unfavorable as to Senate committee substitute bill.

[] With an unfavorable report.

[] With recommendation that the House concur.

] With recommendation that the House do not concur.

] With recommendation that the House do not concur; request conferees.

[] With recommendation that the House concur; committee believes bill to be material.
[} With an unfavorable report, with a Minority Report attached.

[] Without prejudice.

(] With an indefinite postponement report.

[[] With an indefinite postponement report, with a Minority Report attached.

[[] With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
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- HOUSE BILL 717:
Charlotte Firefighters' Retirement

‘ BILL ANALYSIS

Committee: House Pensions & Retirement Introduced by: Representative Alexander
Date: April 21, 1999 Summary by:  Theresa Matula

Version: 1st Edition Committee Staff
SUMMARY:

House Bill 717 amends and clarifies the Session Laws regarding the Charlotte Firemen’s
Retirement System.

-

BILL ANALYSIS:

House Bill 717 makes the following amendments to the Session Laws regarding the Charlotte Firemen’s
Retirement System:

Section 2 makes technical and clarifying amendments to the definitions section of the law.

Section 5 deletes language regarding reemployment by the Charlotte Fire Department before
January 1, 1959 and after December 31, 1958.

Section 7 allows Membership Service Credit for prior active military duty to be purchased upon
the completion of five years (previously thirteen years) of Membership Service.

Section 10 clarifies that members with less than five years of service who terminate employment
shall receive only their contributions. The former Member shall not be entitled to any
contributions made by the City of Charlotte, or to any interest which has accrued on the
contributions.

Section 11 corrects the language to clarify that Members are vested with five years of service (ten
years prior to 1989).

Section 15 changes the age and Membership Service Credit requirements effective dates so that
effective July 1, 1989, one requirement is age 60 years or older and 5 or more, but fewer than 25
years of Membership Service Credit.

Section 17 replaces the benefit limit of 100% of final average compensation with the salary limits
imposed by Section 415 of the Internal Revenue Code.

Section 19 outlines the administration of disability pursuant to the Disability Regulations and
specifies that the Administrator shall request the Board of Trustees to conduct hearings on the
Applications for Disability Retirement in the Line of Duty. Members, or other person filing on the
Member’s behalf, may appeal from any order of the Board to the Superior Court of Mecklenburg
County. Additionally, the benefit for disability in the line-of-duty is increased to seventy-eight
percent (78%) or two and six-tenths percent (2.6%), from seventy two percent (72%) or two and
four tenths percent (2.4%), multiplied by his Membership Service Credit not to exceed the Final
‘ Average Salary.
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Section 20 outlines that the Administrator shall request the Board of Trustees to conduct a hearing
on the Application for Disability Retirement not in the Line of Duty and that appeals from an
order of the Board are to the Superior Court of Mecklenburg County. The monthly benefit that a'
Member shall receive is increased from thirty-six (36%) plus 1.8% of service over ten years, to
thirty-nine percent (39%) of his Final Average Salary plus one and ninety-five hundredths percent
(1.95%).

Section 21 makes clarifying changes.

Section 23 specifies that a retiree shall receive a post retirement increase of 8.33% retroactive to
July 1, 1998.

Sections 25, 29, 30 make clarifying changes.

Section 32 specifies that a vacancy shall be deemed to have occurred if a Trustee or the Chairman
should fail to satisfy the classification requirements specified in the act.

Sections 24, 35 make clarifying changes.

Section 36 specifies that all fees and expenses in connection with the employment of a qualified
actuary to perform the annual evaluation of the Retirement System’s financial condition shall be
paid by the City of Charlotte. The Board of Trustees shall appoint a Medical Board to be
composed of one or more, previously three, physicians. Additionally the amendments specify that
the Board may employ separate legal counsel as it deems necessary and beneficial for the
operation of the System.

Section 37 allows the Chairman of the Board to appoint a Benefits Committee. .

Sections 40, 46, 51 make clarifying amendments.

This act becomes effective July 1, 1999.
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HOUSE BILL 717*
Proposed Committee Substitute H717-PCS1228-RO

Short Title: Charlotte Firefighters’ Retirement. (Local)

Sponsors:

Referred to:

March 30, 1999

A BILL TO BE ENTITLED

AN ACT TO AMEND THE LAW ESTABLISHING THE CHARLOTTE

FIREMEN’S RETIREMENT SYSTEM.
The General Assembly of North Carolina enacts:

Section 1. Section 1 of Chapter 830 of the 1991 Session Laws, as

amended by Chapter 171 of the 1995 Session Laws and Chapter 640 of the 1993
Session Laws, which rewrote Chapter 926 of the 1947 Session Laws, as amended,
reads as rewritten: ‘

"Section 1. Chapter 926, 1947 Session Laws, as amended, is rewritten to read:

TITLE 1. PREFACE.

Section 1. Introduction. The Charlotte Firemen’s Retirement System heretofore
established pursuant to the provisions of Chapter 926 of the 1947 Session Laws, as
amended, is hereby continued and shall hereafter be known as the Charlotte
Firefighters’ Retirement System. The purpose of the Charlotte Firefighters’
Retirement System shall be to provide retirement, disability and survivor benefits for
the uniformed employees of the Charlotte Fire Department who are entitled thereto
under the provisions of this act. This act shall be officially known and may be
referred to as the Charlotte Firefighters’ Retirement System Act.

Sec. 2. Definitions. The following words and phrases as used in this act shall have
the indicated meanings unless a different meaning is clearly required by the context.
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(1)

(1a)
(2

3

(3a)

(4)
)

(6)

()

(8)
(8a)
9)

‘Accrued Benefit’ means the amount of monthly retirement
benefits earned by a Member computed, as of any date, on his
Final Average Salary and Membership Service Credit as of such
date. In no event shall the Accrued Benefit be less than the
Accrued Benefit as of June 30, 1986.

‘Act’ means Chapter 926 of the 1947 Session Laws, as amended,
‘Actuarial Equivalent’ means a benefit payable by the System that
is determined by the Actuary to be equal to the basic benefit
provided by the System based on the interest rate and the mortality
and other tables and assumptions adopted for such purposes by the
Board of Trustees. In no event shall any Actuarial Equivalent be
less than the corresponding Actuarial Equivalent as of June 30,
1987, based on the Accrued Benefit and the assumptions in effect
on that date.

‘Actuarial Valuation’ or ‘Valuation’ means a determination of the
normal costs, actuarial accrued liability, actuarial value of assets
and related actuarial present values of the System performed by an
Actuary which are based on the characteristics of the System.
Such characteristics include, but are not limited to, age, service,
salaries, and rate of turnover by death, disability, termination or
retirement.

‘Adjustment Factor’ means the cost of living adjustment factor
prescribed by the Secretary of the Treasury under section 415(d) of
the Code for years beginning after December 31, 1987, applied to
those items and in the manner the Secretary prescribes.

‘Armed Forces’ means the Armed Forces of the United States of
America.

‘Audit’ means an examination of the accounting records of the
System performed by a certified public accountant or certified
public accounting firm. Such examination is to determine if said
records are properly maintained and to make recommendations
and suggestions for better record-keeping and management.
‘Beneficiary’, ‘Designated Beneficiary’, or ‘Surviving Beneficiary’
means any person, or persons, who is in receipt of, or who is
designated in writing to receive, a retirement benefit or other
benefit as provided in this act.

‘Board of Trustees’, ‘Board’ or ‘Frusteel ‘Trustees’ means the
Board of Trustees of the Charlotte Firefighters’ Retirement System,
as specified in Section 29, or any individual Member thereof.

‘City’ means the City of Charlotte.

‘Code’ means the Internal Revenue Code of 1986, as amended.
‘Compensation’ means the remuneration earned by a Member for
services performed as an employee of the Charlotte Fire
Department and for which contributions are made to the System.

House Bill 717
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(9a)
(10)
(11)

(12)

(13)

House Bill 717

Compensation shall include compensation received during the
applicable period by the Member from the City for services
performed as an employee of the Charlotte Fire Department
during the taxable year ending with or within the Plan Year that is
required to be reported as wages on the Member’s Form W-2.
Compensation also includes compensation realized during the
applicable period that is not currently includable in the Member’s
gross income by reason of the application of sections 125, 401(k),
402(a)(8), 402 (h)(1)(B), 403(b), or 457 of the Code. For the
purpose of calculating a Member’s Final Average Salary, any lump
sum payments for which contributions were made to the System,
such as longevity pay and bonus payments, and received by said
Member within two consecutive years of Membership Service shall
be apportioned over the previous Membership Service for which
the payment(s) was earned.

‘Death Benefit Recipient’ means any person who is in receipt of
benefits payable as specified in Section 21.

‘Effective Date’ of this amended and restated act means July 1,
$989; 1999, unless otherwise specified herein.

‘Final Average Salary’ means the monthly average Compensation
received by a Member during any two consecutive years of
Membership Service which produces the highest average and is
contained within the Member’s last five years of Membership
Service. If a Member has less than two years of Membership
Service, his Final Average Salary shall mean the monthly average
Compensation for his total Membership Service. Effective July 1,
1989, if the Member’s monthly benefit, as calculated pursuant to
Section 17(a) of this act, exceeds one hundred percent (100%) of
his Final Average Salary, as defined by this subdivision, then ‘Final
Average Salary’ means the monthly average Compensation
received by a Member during any three consecutive years of
Membership Service during which the Member was an active
Member of the Retirement System and had the greatest aggregate
Compensation from the City. If a Member has fewer than three
years of Membership Service, his Final Average Salary shall mean
the monthly average Compensation for his total Membership
Service.

‘He’, ‘Him’, ‘His’, and any other pronouns and terms shall be used
when referring to both male and female Members and/or
Beneficiaries of this System, and vice versa.

‘Investment Fiduciary’ means any person, or persons, who
exercises any discretionary authority or control in the investment
of the System’s assets and/or renders investment advice for a fee to
the System.

Page 3
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(14)
(15)

(16)

(17)

(17a)

(18)
(19)
(20)

20a

(1)

‘Majority Vote’ means that number of votes which is more than
fifty percent (50%) of the System Members casting ballots.
‘Member’ means an employee of the Charlotte Fire Department
who is subject to the provisions of the Civil Service Act contained
in Chapter 333 of the 1969 Session Laws as amended, and, in
addition, shall include the chief of the fire department where the
chief was subject to the provisions of the Civil Service Act
immediately prior to being appointed fire chief, and any
probationary employee or officer of the fire department under the
Civil Service Act.
‘Membership Service Credit’ or ‘Membership Service’ means the
amount of service credited to a Member as provided in this act to
determine what, if any, benefits are due him.
‘Participant’ means any Member, Retiree, Beneficiary in receipt of
benefits or a former Member with a deferred Accrued Benefit.
‘Qualified Participant’ means a Participant who is in a defined
benefit plan that is maintained by a State or a political subdivision
thereof; and
a. Who has at least 15 years of Membership Service Credit as a
full-time . employee of any police department or fire
department that is organized and operated by the State or a
political subdivision, that maintains such a defined benefit
plan; or
b. Who is a member of the armed forces of the United States.
‘Retiree’ means any person who retires with a retirement benefit
payable by the System.,
‘Retirement System’ or ‘System’ means the Charlotte Firefighters’
Retirement System.
‘Total Contributions’ means the sum of the amounts paid by or on
behalf of a Member and credited to his individual account by the
System.

‘Trustee’ means any individual member of the Board of Trustees

of the Charlotte Firefighters’ Retirement System, as specified jn
Section 29 of this act, :

‘Year,” ‘Plan Year,” or ‘Limitation Year’ means the twelve months
from July 1 through June 30.

TITLE II. MEMBERSHIP SERVICE CREDIT.

Sec. 3. General. A Member of this Retirement System shall receive Membership
41 Service Credit for all periods of employment with the Charlotte Fire Department for
42 which contributions have been paid to, and not subsequently refunded by, the
43 Charlotte Firefighters’ Retirement System. In no case shall more than one year of

Page 4
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Membership Service Credit be credited a Member for any 12 calendar month period
of time.

Sec. 4. Periods of Workers’ Compensation & Accident and Sickness, Family
Medical Leave Act, and Long-Term Disability Benefits. Membership Service Credit
shall be credited to a Member for any periods of workers’ compensation, accident
and sickness, Family Medical Leave Act, or long-term disability benefits for which
said Member contributes to the Charlotte Firefighters’ Retirement System an amount
equal to the Compensation the Member would have earned multiplied by the sum of
the then current social security contribution rate ané plus five percent (5%). Such
contributions must be made within a 12 calendar month period from and after the
date the Member returns to employment with the Charlotte Fire Department and
prior to the Member’s termination of membership or retirement.

Sec. 5. Reinstatement of Membership Service Credit Previously Forfeited.
Membership Service Credit shall be credited for previous Membership Service for a
Member who is reemployed by the Charlotte Fire Department within five years of the
termination date of his previous employment, and provided the Member has not
received reimbursement of his Fetal-Centributiens contributions pursuant to the

prowsnons of thxs act. Any-—-Member—whe—is—reemployed—by—the—Charlotte—Fire

Sec. 6. Return from Active Military Duty. Membership Service Credit shall be
credited to any Member who entered the Armed Forces of the United States of
America during World War I, World War II, the Korean War, any period of national
emergency conditions, or entered the Armed Forces at any time through the
operation of the compulsory military service law of the United States of America,
upon the return to membership employment with the Charlotte Fire Department.
Such Membership Service Credit shall include the period of active military service
and any period after discharge or release from active duty from the Armed Forces for
which his reemployment rights are guaranteed by law unless otherwise specified in
this act.

Sec. 7. Purchase of Membershlp Semce Credlt for Pnor Actnve Mlhtary Duty

sueh Effectlvg ,]g ' 222. Membershlp Semce Credxt must—eeear—befere for pno
active military duty may be purchased upon the completion of 43 five years of
Membership Service

Eredit;—er—by—Oetober—7—1990;—whichever—is—later,—prior—to
temmaﬁen—-ef—memberslnp—ef—re&remem- Credit by any Member who served on

active duty in the Armed Forces of the United States of America prior to his

employment with the Charlotte Fire Department. Such Membership Credit shall be
purchased by the Member before termination of membership or retirement, The

House Bill 717 Page 5
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amount of Membership Service Credit to-be-eredited—te that may be purchased by a
Member will be equal to the actual active military duty by the Member not to exceed
five years and shall be credited upon the payment of the required contributions as
determined by the Administrator, provided that the Membership Service to be so
credited shall not be credited in any other retirement system, except the national
guard or any reserve component of the Armed Forces of the United States. The
required contributions shall be an amount equal to the annualized Compensation rate
the Member earned when he first entered membership in the Retirement System,
multiplied by the sum of the Member and the City of Charlotte contribution rates in
effect at the time when he first entered membership in the Retirement System,
increased by five percent (5%) compounded per annum from the date of membership
to the date of the payment of the required contributions and multiplied by the
number of years and days of Membership Service to be credited.

Sec. 8. Accumulated Sick Leave and Vacation at Retirement. Membership Service
Credit shall be credited to a Member for the balance of any unpaid sick leave and/or
unpaid vacation at the time of his retirement, excluding any sick leave and/or
vacation that was converted to a qualified deferred compensation program as defined
by the City. Such Membership Service Credit shall be determined by the
Administrator and shall be proportional based on the normal work schedule of the
Member. Such Membership Service Credit cannot be used to meet the minimum
qualifications for a disability retirement benefit, vested benefit or early retirement
benefit, but may be used to meet the minimum qualifications for a service retirement
benefit.

Sec. 9. Determination by Board of Trustees. In any case of doubt as to the period
of Membership Service Credit to be so credited any Member, the Board of Trustees
shall have final pewer authority to determine such period.

TITLE IIl. TERMINATION OF MEMBERSHIP.

Sec. 10. Members With Less Than Five Years of Membership Service Credit. (a)
If a Member with less than five years of Membership Service Credit with this
Retirement System shall cease employment with the Charlotte Fire Department,
whether voluntary or involuntary, said former Member shall thereupon cease

membership and shall be entitled to reimbursement of the Fotal-Contributions-made

by-er-on—his-behalfto-theRetirement—System;—exeluding contributions made by the
Member. The former Member shall not be entitled to any contributions made on the
former Member’s behalf by the City of Charlotte under the provisions of Section 25
of this act witheut—interest- or to any interest which has accrued on his contributions
or any contributions made on the Member’ half. A former Member desiring
reimbursement of said contributions must complete and file the form ‘Application for
Refund of Accumulated Contributions’ with the Administrator within five years of
the termination date of his employment. Should a former Member fail to complete
and file said form with the Administrator within such five years, the former Member

Page 6 ' House Bill 717
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shall receive reimbursement of said eentributiens: contributions as provided in this
act.

(b) If such a former Member dies within five years after terminating his
employment prior to receiving reimbursement of contributions pursuant to subsection
(a) of this section, his Designated Beneficiary(s) on file with the Retirement System
or his personal representative in the absence of any Designated Beneficiary, may
apply for reimbursement of contributions pursuant to subsection (a) of this section
and must file such application with the Administrator within five years of the date of
death of the former Member or the funds will be paid to the Designated Beneficiary,
if living, or otherwise to the former Member’s estate.

Sec. 11. Members With Five or More Years of Membership (a)

Service Credit.
Effective July 1, 1986 PS¢

EffeetiveJuly—+ 1989, if a Member with five or more years of Membership Service
Credit with this Retirement System ceases employment with the Charlotte Fire
Department, whether voluntarily or involuntarily, the Member shall receive his
Accrued Benefit and defer this benefit until the Participant reaches 60 years of age.
The Accrued Benefit shall be calculated pursuant to the provisions of Sections 15 and
17 of this act in effect on the last day of work by said Participant. If such Participant
dies before applying for his deferred benefits and attaining age 60 years,
reimbursement of the Participant’s contributions may be accomplished in the same
manner and in all respects as in Section 10 of this act.

(b) As an alternative to the provisions of subsection (a) of this section, if a
Member with five or more years of Membership Service Credit with this Retirement
System shall cease employment with the Charlotte Fire Department, whether
voluntary or involuntary, said Member shall thereupon cease membership and may
elect to receive reimbursement of his contributions in the same manner and in all
respects as in Section 10 of this act.

Sec. 12. Failure to Return From Active Military Duty. Should any Member of
this Retirement System who entered the Armed Forces of the United States of
America pursuant to the provisions of Section 6 of this act fail to return to
employment with the Charlotte Fire Department within the period for which his
reemployment rights are guaranteed by law, said Member shall thereupon cease
membership and shall be entitled to a deferred benefit or reimbursement of his
contributions in the same manner and in all respects as provided for in Section 10 or
11 of this act, whichever is applicable.

Such former Member shall not receive Membership Service Credit for the period
of active military duty or any period after discharge or release from active duty from
the Armed Forces for which his reemployment rights had been guaranteed by law.

Sec. 13. Repealed by Section 7 of Chapter 248 of the 1989 Session Laws.

Sec. 13.1. Direct Rollover of Eligible Rollover Distributions. (a) This Section
applies to distributions made on or after January 1, 1993. Notwithstanding any

House Bill 717 Page 7
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provision of the plan to the contrary that would otherwise limit a distributee’s
election under this Section, a distributee may elect, at the time and in the manner
prescribed by the plan administrator, to have any portion of an eligible rollover
distribution paid directly to an eligible retirement plan specified by the distributee in

a direct rollover.
(b) Definitions.

1)

)

€)

4

Eligible rollover distribution. An eligible rollover distribution is
any distribution of all or any portion of the balance to the credit of
the distributee, except that an eligible rollover distribution does
not include: any distribution that is one of a series of substantially
equal periodic payments (not less frequently than annually) made
for the life (or life expectancy) of the distributee or the joint lives
(or joint life expectancies) of the distributee and the distributee’s
designated beneficiary, or for a specified period of 10 years or
more; any distribution to the extent such distribution is required
under section 401(a)(9) of the Code; and the portion of any
distribution that is not includable in gross income (determined
without regard to the exclusion for net unrealized appreciation
with respect to employer securities).

Eligible retirement plan. An eligible retirement plan is an
individual retirement account described in section 408(a) of the
Code, an individual retirement annuity described in section 408(b)
of the Code, an annuity plan described in section 403(a) of the
Code, or a qualified trust described in section 401(a) of the Code,
that accepts the distributee’s eligible rollover distribution.
However, in the case of an eligible rollover distribution to the
surviving spouse, an eligible retirement plan is an individual
retirement account or individual retirement annuity.
Distributee. A distributee includes an employee or former
employee. In addition, the employee’s or former employee’s
surviving spouse and the employee’s or former employee’s spouse
or former spouse who is the alternate payee under a qualified
domestic relations order, as defined in section 414(p) of the Code,
are distributees with regard to the interest of the spouse or former
spouse.

- Direct rollover. A direct rollover is a payment by the plan to the

eligible retirement plan specified by the distributee.

Sec. 14. Retirement of Member. Upon his retirement pursuant to the provisions of
this act, a Member shall thereupon cease membership in the Charlotte Firefighters’
40 Retirement System.
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Sec. 15. Service Retirement. A Member may upon written application through
the Administrator to the Board of Trustees set forth an effective date of not less than
30 days nor more than 90 days subsequent to the execution and filing thereof that he
desires to be retired, provided that he has attained the age and acquired the required
Membership Service Credit and has been approved by the Board:

(1)  The age and Membership Service Credit requirements for service
retirement are as follows:
a. Any age and 30 or more years of Membership Service
Credit;
b. Age 50 years or older and 25 or more, but less than 30 years

of Membership Service Credit; or

c. Effective July 1, 1986;-age-60-years-or-olderand-10-er-more;

EffeetiveJuly+; 1989, age 60 years or older and 5 or more,

but fewer than 25 years of Membership Service Credit.
(2) Upon a Member’s service retirement, he shall be paid a benefit as
provided in Section 17 of this act.
Sec. 16. Repealed by Section 9 of Chapter 248 of the 1989 Session Laws.
Sec. 17. (a) Effective July 1, 1998, upon retirement pursuant to the
pI'OViSiOIlSOf BeHONS g B B SHE seetve—a—menth B H—egus s

- - 3 o

Wwﬁemmmmﬁmmﬂm Section 15 of
this act, a Member shall receive a monthly benefit equal to two and six-tenths percent
(2.6%) of his Final Average Salary multiplied by his Membership Service Credit, not

to exceed ene-hundred-pereent-(1008%)-of the Final Average Selary; but-netless-than

9

33)- Salary limits imposed by section 415 of the Internal
Revenue Code, as amended, but not less than nine hundred two dollars and seventy-
five cents ($902.75). The benefit payable pursuant to this subsection shall be referred
to as the basic benefit. '

(b) Prior to his retirement, but not thereafter, a Member may elect to receive an
Actuarial Equivalent, computed as of the effective date of his retirement, of his basic
benefit from subsection (a) of this section in a reduced monthly amount payable
throughout his life, and nominate a Beneficiary in accordance with the provisions of
option 1, 2, 3, 4, 5 or 6 as set forth below. Actuarial Equivalent for all Members
retiring prior to July 1, 1987, shall be computed in accordance with the Group
Annuity Table for 1951 with interest at four percent (4%). Actuarial Equivalent for
all Members retiring after June 30, 1987, shall be computed in accordance with the

House Bill 717 Page 9
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Unisex Mortality Table for 1984 set forward one year in age with interest at six
percent (6%). If a Member does not have an option election in force at the time of
his retirement, his monthly benefit shall be paid as the basic benefit.

(c) Option 1. Benefit for 10 Years Certain and Life Thereafter. A Retiree shall
receive a reduced basic benefit payable monthly throughout his life with the
provision that if he dies before he has received 120 monthly payments, the payments
will continue for the remainder of the 120-month period to such Beneficiary, if living,
as the Retiree shall have nominated by written designation duly executed and filed
with the Board of Trustees.

(d) Option 2. 100% Joint and Survivor Benefit. A Retiree shall receive a
reduced basic benefit payable monthly throughout his life and upon his death his
reduced monthly benefit shall continue throughout the life of such Beneficiary, if
living, as the Retiree shall have nominated by written designation duly executed and
filed with the Board of Frustees: Trustees prior to retirement but not thereafter.

(e) Option 3. 75% Joint and Survivor Benefit. A Retiree shall receive a reduced
basic benefit payable monthly throughout his life and upon his death seventy-five
percent (75%) of his reduced monthly benefit shall continue throughout the life of
such Beneficiary, if living, as the Retiree shall have nominated by written designation
duly executed and filed with the Board of Frustees: Trustees prior to retirement but
not thereafter.

(f) Option 4. 66 2/3% Joint and Survivor Benefit. A Retiree shall receive a
reduced basic benefit payable monthly throughout his life and upon his death sixty-
six and two-thirds percent (66 2/3%) of his reduced monthly benefit shall continue
throughout the life of such Beneficiary, if living, as the Retiree shall have nominated
by written designation duly executed and filed with the Board of Frustees: Trustees
prior to retirement but not thereafter,

(g8) Option 5. 50% Joint and Survivor Benefit. A Retiree shall receive a reduced
basic benefit payable monthly throughout his life and upon his death fifty percent
(50%) of his reduced monthly benefit shall continue throughout the life of such
Beneficiary, if living, as the Retiree shall have nominated by written designation duly
executed and filed with the Board of Frustees: Trustees prior to retirement but not

thereafter,
(h) Option 6. A Retiree may elect any of Options 2 through 5 with the added

provision that in the event the Designated Beneficiary predeceases the Retiree, the
monthly benefit payable to the Retiree after the Beneficiary’s death shall be equal to
the basic benefit. Such election will result in a benefit that is further reduced than
the corresponding benefit payable under Options 2 through 5 if this Option 6 has not
been elected. The intent of this additional reduction is to support the additional cost
of this election.

() In the event that a Retiree who named his spouse as Beneficiary in accordance
with the provisions of Options 1 through 6 and shall subsequently become divorced
from the named Beneficiary, the Retiree may then elect a life annuity which shall be
the Actuarial Equivalent of the value of all future benefit payments under the option
then in effect upon written request to the Board of Trustees provided such request is
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not inconsistent with the terms of the divorce decree. It is the Retiree’s responsibility
to provide all pertinent documentation.

Sec. 18. Early Retirement. A Member may upon written application through the
Administrator to the Board of Trustees set forth an effective date of not less than 30
days nor more than 90 days subsequent to the execution and filing thereof that he
desires to be retired, provided that he has acquired 25 or more, but less than 30 years
of Membership Service Credit and is less than age 50 years. Upon a Member’s early
retirement, he shall receive a benefit as provided in Section 17, except such benefit
shall be reduced by twenty-five one-hundredths of one percent (-25%) for each whole
month the early retirement date precedes the Member’s attainment of age 50 years.

Sec. 19. Disability Retirement in the Line of Duty.

(a) An ‘Application for Disability Retirement in the Line of Duty’ shall be filed by
the Member or his department head with the Administrator, provided that the
Member has applied for and been granted workers’ compensation benefits on account
of this disability.

(b) An ‘Application for Disability Retirement in the Line of Duty’ shall be
administered pursuant to rules-and-regulations the Disability Regulations adopted by
the Board of Trustees from time to time and approved by the City of Charlotte and
administered in a uniform and nondiscriminatory manner. The Administrator shall
request the Board of Trustees to conduct a hearing on the Application for Disabilit
Retirement in the Line of Dut ursuant to the provisions of the Disabilit

Regulations. The Member or any person filing on the Member’s behalf or the
Administrator may _appeal from any order of the Board to the Superior Court of
Mecklenburg County, within 10 days of the order. The appeal to the Superior Court

hall be upon the record of the pr ing before the Board at the hearin
(c) Effective July 1, $986; 1999, upon retirement pursuant to the provisions of this
section, a Member shall receive a monthly benefit equal to seventy-tweo—pereent

>t "; - - AT camcie

gual-te the greater of seventy-twe
pereent(72%}-or-twe—end-four-tenths-pereent(2:4%) seventy-eight percent (78%) or
two and six-tenths percent (2.6%) multiplied by his Membership Serviee;—ef—his
Service Credit, not to exceed the Final Average Selery-net-te-exeeced-one—hundred
pereent—(100%)-of-his-Final-Average-Salery; Salary limits imposed by section 415 of
the Internal Revenue Code, as amended, but not less than five—hundred—deHtars

€$506-00) nine hundred two_dollars and seventy-five cents ($902.75) per month.
Effective July 1, 1988, prior to his retirement pursuant to the provisions of this
Section, but not thereafter, a Member may elect to receive an Actuarial Equivalent,
computed as of the effective date of his retirement, of his monthly amount payable
throughout his life, and nominate a Beneficiary in accordance with the provisions of
the Option 5, Fifty Percent (50%) Joint and Survivor Benefit, as set forth in
subsection (g) of Section 17. The Actuarial Equivalent for all Members retiring
pursuant to this Section shall be computed in accordance with the Unisex Mortality
Table for 1984 set forward one year in age, with interest at six percent (6%).
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Benefits payable under this Section shall be effective on the date of approval by the
Board of Trustees or upon exhaustion of workers’ compensation benefits, whichever
is later. Also, disability retirement benefits payable under this Section may be
adjusted by the disability retirement regulations adopted pursuant to the requirements
contained in subsection (b) of this Section. A Retiree receiving disability retirement
benefits shall revert to a service retirement as specified in Section 15 and shall
receive the greater of such disability retirement benefits or his Accrued Benefit as
determined as of the last date of active employment with the Charlotte Fire
Department at such time as the Retiree’s attained age and Membership Service
Credit meet the requirements for a service retirement.

Sec. 20. Disability Retirement not in the Line of Duty.

(a) An ‘Application for Disability Retirement not in the Line of Duty’ shall be
filed by a Member or his department head with the Administrator, provided that the
Member has 10 or more years of Membership Service Credit and has applied for and
been granted accident and sickness benefits on account of the disability.

(b) An ‘Application for Disability Retirement not in the Line of Duty’ shall be
administered pursuant to rules and regulations adopted by the Board of Trustees
from time to time and approved by the City of Charlotte and administered in a

uniform and nondiscriminatory manner. The Administrator shall request the Board
of Trustees to conduct a_hearing on the Application for Disability Retirement not in
the Line of Duty pursuant to the provisions of the Disability Regulations, The
Member or any person filing on the Member’s behalf or the Administrator may
appeal from any order of the Board to the Superior Court of Mecklenburg County by
giving notice of appeal, in writing, to the Superior Court, within 10 days of the order,

The appeal to the Superior Court shall be upon the record of the proceeding before
the Board at the hearing,

(c) Effective July 1, $986; 1999, upon retirement pursuant to the provisions of this
section, a Member shall receive a monthly benefit equal to thirty-six—pereent—(36%)
thirty-nine percent (39%) of his Final Average Salary, plus ene—and—eight-tenths
pereent<(3+8%3 one and ninety-five hundredths percent (1.95%) of his Final Average

Salary multlphed by the Membership Semce Credlt in excess of 10 years, not to

exceed ene aTs R v—h :
five-hundred-deHars($500-66) the Fmgl Average §glggg hmlgs 1mggsgd by segtlon 415
of the Interngl Revenue Codel as amended, but not less than nine hundred two

ollar eventy-fiv 2.75) per month. Effective July 1, 1988, prior to
his retlrement pursuant to the provisions of this section, but not thereafter a Member
may elect to receive an Actuarial Equivalent, computed as of the effective date of his
retirement, of his monthly amount payable throughout his life, and nominate a
Beneficiary in accordance with the provisions of the Option 5, Fifty Percent (50%)
Joint and Survivor Benefit, as set forth in subsection (g) of Section 17. The Actuarial
Equivalent for all Members retiring pursuant to this section shall be computed in
accordance with the Unisex Mortality Table for 1984 set forward one year in age,
with interest at six percent (6%). Benefits payable under this section shall be
effective on the date of approval by the Board of Trustees. Also, disability retirement
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benefits payable under this Section may be adjusted by the disability retirement
regulations adopted pursuant to the requirements contained in subsection (b) of this
Section. A Retiree receiving disability retirement benefits shall revert to a service
retirement as specified in Section 15 and shall receive the greater of such disability
retirement benefits or his Accrued Benefit as determined as of the last date of active
employment with the Charlotte Fire Department at such time as the Retiree’s
attained age and Membership Service Credit meet the requirements for a service
retirement.

Sec. 21. (a) In the event of the death of any Member of the System prior to his
effective date of retirement pursuant to the provisions of Sections 15, 16, 18, 19, or 20
of this act, his Designated Beneficiary(s) on file with the Retirement System, or his
personal representative in the absence of any Designated Beneficiary, shall be entitled
to reimbursement of the Total Contributions by him or on his behalf and
contributions by City of Charlotte to the System: System on his behalf: plus, two and
five-tenths percent (2.5%) interest compounded annually on the contribution balance
at the beginning of each Plan Year in which the Participant contributed or in which
contributions were made on his behalf. However, the two and five-tenths percent
(2.5%) interest shall not apply to death benefits occurring before July 1, 1986. Such
Beneficiary(s) or personal representative must complete and file the form
‘Application for Survivor Death Benefits’ with the Administrator to receive
reimbursement. As an option, a Beneficiary may elect to receive an annuity equal to
and in lieu of a lump sum distribution by so designating on the above form. Effective
July 1, 1989, as an option, a surviving spouse of a deceased Member who was eligible
for a service or early retirement benefit on the date preceding death may elect to
receive an Actuarial Equivalent computed as of the date preceding death in the same
manner as if the deceased member had retired and elected a reduced monthly
amount payable throughout his life, and nominated the surviving spouse as his
beneficiary in accordance with the provisions of Option 4, Sixty-Six and Two-Thirds
Percent (66 2/3%) Joint and Survivor benefit, as set forth in subsection (f) of Section
17. The Actuarial Equivalent for all benefits payable pursuant to this section shall be
computed in accordance with the Unisex Mortality Table for 1984 set forward one
year in age, with interest at six percent (6%).

(b) In the event of the death of a Retiree of this System before he has received
monthly benefit payments equal to the. present value on the effective date of
retirement of the Total Contributions by him or on his behalf and contributions by
the City of Charlotte to the System; System on his behalf; plus, two and five-tenths
percent (2.5%) interest compounded annually on the contribution balance at the
beginning of each Plan Year in which the Participant contributed or in which
contributions were made on his behalf and provided a monthly benefit is not payable
in accordance with Section 17, the Designated Beneficiary(s) or estate of the retiree
shall be entitled to an amount equal to the difference between such contributions,
plus interest, and the sum of the monthly benefit payments received by the retiree.
However, the two and five-tenths percent (2.5%) interest shall not apply to death
benefits occurring before July 1, 1986. Such Beneficiary(s) or personal representative
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must complete and file the form ‘Application for Survivor Death Benefits’ with the
Administrator to receive reimbursement.

Sec. 22. Coordination of Benefits. The Board of Trustees shall reduce the amount
of any benefits payable under the provisions of this section by any amount of benefits
being concurrently paid to a Retiree by or on behalf of the City of Charlotte.

Sec. 23. Post-Retirement Adjustments.

(a) The retirement benefits payable to a Retiree pursuant to the provisions of this
act may be adjusted at the discretion of the Board of Trustees based upon the
prevailing economic and funding conditions. Such adjustment shall not be paid until
such adjustment is ratified by the City of Charlotte.

(b) Effective July 1, 1989, the Board of Trustees shall make an annual bonus
payment in the month of January following an annual actuarial valuation when the
actuary determines that the actual payroll contributions exceed the required
contributions adjusted for any actuarial gains and losses that may have occurred
during the preceding year. The lesser of fifty percent (50%) of the excess amount
determined by the actuary or the aggregate monthly benefit of the Retirees eligible
for the bonus shall be distributed. A Retiree who has been retired for at least one
year as of December 31, preceding distribution of the bonus, shall receive a bonus
that is determined by the Administrator as proportional of the Retiree’s monthly
benefit to the aggregate monthly benefits of all Retirees eligible for the bonus.

(bl) Effective July 1, 1998, a Member who retired prior to July 1, 1989, shall
receive an adjustment to the annual benefi ivalent to eight and thirty-three one
hundredths percent (8.33%), which shall result in a monthly benefit of not less than
nine hundred two dollars and seventy-five cents ($902.75) per month. Effective Jul
1, 1998, a Member who retired pursuant to a disability retirement after July 1. 1 89
shall receive an adjustment to the annual benefit equivalent to eight and thirt -three
one hundredths percent (8. through July 1, 1 which shall result in a monthl
benefit of not less than nine hundred two dollars and seventy-five cents ($902.75) per
month.

(c) Effective July 1, 1994, the provisions of this section shall apply to surviving
beneficiaries and death benefit recipients receiving benefits from the Charlotte
Firefighters’ Retirement System.

TITLE V. METHOD OF FINANCING.

Sec. 24. Member Contributions. Each Member shall contribute to the Charlotte
Firefighters’ Retirement System and the City of Charlotte shall cause to be deducted
from each and every payroll of such Member, an amount equal to the Member’s
Compensation multiplied by the sum of the then current social security contribution
rate end plus five percent (5%).

Notwithstanding any provision of this act to the contrary, effective July 1, 1983, the
City of Charlotte, as an employer, pursuant to the provisions of Section 414(h)(2) of
the Internal Revenue Code of 1986, as amended from time to time, may elect to pick
up and pay the contributions that would be payable by the Members of the
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Retirement System under this section with respect to the service of the Members after
June 30, 1983.

The Members’ contributions picked up by the City of Charlotte shall be designated
for all purposes of the Retirement System as Member contributions, except for the
determination of tax upon a distribution from the Retirement System. These
contributions shall be credited to the fund created by this act accumulated within the
fund in a Member’s account that shall be separately established for the purpose of
accounting for picked-up contributions. Member contributions picked up by the City
of Charlotte shall be payable from the same source of funds used for the payment of
Compensation to a Member. A deduction shall be made from a Member’s
Compensation equal to the amount of his contributions picked up by the City of
Charlotte. This deduction, however, shall not reduce his Compensation for purposes
of the Retirement System. Picked-up contributions shall be transmitted to the
Retirement System.

Sec. 25. City of Charlotte Contributions. (a) The City of Charlotte shall
contribute to the Charlotte Firefighters’ Retirement System an amount equal to the
Member’s Compensation multiplied by the sum of the then current social security
contribution rate end plus five percent (5%), for each and every payroll of such
Member.

(b) Should any Member of this Retirement System enter the Armed Forces of the
United States of America, the City of Charlotte shall contribute to the Charlotte
Firefighters’ Retirement System for each and every payroll an amount equal to the
Compensation such Member would have earned based upon the last pay grade with
the Fire Department multiplied by the contribution rate established pursuant to
subsection (a) of this section for a period not to exceed the lesser of the Member’s
actual period of active military duty or five years.

(c) Should any Member of the Retirement System enter the Armed Forces of the
United States of America, upon approval by the City Council, the City of Charlotte
by and on behalf of such Member may contribute an amount equal to, but not to
exceed, the Compensation such Member would have earned based upon the last pay
grade with the Fire Department multiplied by the contribution rate established
pursuant to Section 24 of this act. Any contributions by and on behalf of such
Member shall inure to the benefit of such Member as though made by such Member
under the provisions of this act unless otherwise specified in this act.

(c1) Should any Member of the Retirement System contribute an amount pursuant
to Section 4 for the purpose of receiving Membership Service Credit for any period
of benefits under the federal Family Medical Leave Act, the City of Charlotte shall
contribute to the Charlotte Firefighters’ Retirement System an amount equal to the
Compensation that Member would have earned multiplied by the then current social
security contribution rate end plus five percent (5%).

(d) In addition thereto, the City Council may, within its discretion and upon the
recommendation of the Board of Trustees, appropriate funds necessary to provide a
cost of living increase to the Retirees of the System.
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Sec. 26. Other. Any other contributions by or on the behalf of any Member or
the City of Charlotte pursuant to the provisions of this act, shall be received by the
Charlotte Firefighters’ Retirement System.

TITLE VI. ADMINISTRATION BY BOARD OF TRUSTEES.

Sec. 27. General. The Board of Trustees heretofore established is hereby
continued. The general administration, management and responsibility for the proper
operation of the Retirement System and for construing and making effective the
provisions of this act are vested in the Board of Trustees.

Sec. 28. Body Politic and Corporate. The Board of Trustees shall be a body
politic and corporate under the name of the Board of Trustees of the Charlotte
Firefighters’ Retirement System and as a body politic and corporate shall have the
right to sue and be sued, shall have perpetual succession and a common seal, and in
said corporate name shall be able and capable in law to take, receive, demand and
possess all kinds of property hereinafter specified, and to bargain, sell, grant, transfer
or dispose of all such property as it may lawfully acquire. All such property owned
or acquired by said body politic and corporate shall be exempt from all taxes
imposed by the State or any political subdivision thereof, specifically, but not limited
to, income, license, machinery, franchise and sales taxes. In addition, the Board of
Trustees as a body politic and corporate may purchase and maintain such insurance
policy or policies as may be necessary for the protection of the System, the System’s
assets, and trustees for acts performed by them as trustees, excluding malfeasance.
All expenses for the purchase or maintenance of insurance shall be borne by the
System.

Sec. 29. Board of Trustees. (a) The Board of Trustees shall consist of 11 Trustees,
as follows: (i) City Manager, or some other City department head or employee as
duly designated by the City Manager; (ii) City Finance Director, or a deputy finance
director as duly designated by the City Finance Director; (iii) City Treasurer; (iv) a
Chairman of the Board and three Trustees to represent the public and who are
residents of Mecklenburg County and who are appointed by the Resident Judge of
the Superior Court of Mecklenburg County and who shall hold office for a period of
three years or until their successor shall have been appointed and been qualified; (v)
three Members of the Retirement System—te System, each of whom shall be elected
by a vote of the Members of the Retirement System for a term of three years,
pursuant to the Charlotte Firefighters’ Retirement System Election Regulation; and
(vi) one Retiree of the Retirement System to be elected by a majority vote of the
retirees of the Retirement System for a term of three years, pursuant to the Charlotte
Firefighters’ Retirement System Election Regulation. The terms of office for elected
Member Trustees and, effective July 1, 1989, for appointed Trustees, shall be
graduated so that enly-eme-Frustee’s—term no more than three Trustees’ terms shall
expire each year. Any Member shall be eligible to succeed himself as a Trustee,

(b) Conflict of Interest. No trustee, chairman, or other officer or employee of the
Charlotte Firefighters’ Retirement System shall directly or indirectly become an
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independent contractor for work done by, or on behalf of, the System, or become
directly or indirectly financially interested in, or receive profits from any purchase,
contract, or association by or with the System.

Sec. 30. Election of Member Trustees. The elections of the Member Trustees as

provided for in Seetien—29¢(+) Subsection 29(a) and the Retiree Trustee as provided
for in Seetten—29-(vi} Subsection 29(a) shall be administered in accordance with rules

and regulations adopted by the Board of Trustees from time to time.

Sec. 31. Oath of Office. An oath of office shall be administered to the Chairman
of the Board and each Trustee prior to their assumption of duties with the Board of
Trustees. The oath of office shall be administered by the Mayor only after the
Trustee having first qualified and within 10 days after having been appointed or
elected. The Chairman of the Board and each Trustee shall swear to diligently and
honestly administer the affairs of said Board and that he will not knowingly violate or
willfully permit to be violated any of the provisions of the law applicable to the
Retirement System. Such oath of office shall be subscribed to by the Member making
it, and certified by the officer by whom it is taken, and immediately filed in the office
of the City Clerk.

Sec. 32. Vacancy on Board of Trustees. A vacancy on the Board of Trustees shall
be deemed to have occurred for any or all of the following reasons:

(a) In the event that an elected Trustee of the Board shall make application for
benefits under this act he shall first submit a written notice to the Chairman of the
Board disqualifying himself from his trusteeship.

(b) A vacancy shall be deemed to have occurred if a Trustee or the Chairman
fails to attend any three consecutive meetings of the Board without prior notification
unless excused for cause by the Trustees attending said meetings. _

(c) A vacancy shall be deemed to have occurred if a Trustee or the Chairman
should die.

(c1) A vacancy shall be deemed to have occurred if a Trustee or the Chairman
should fail to satisfy the classification requirements in Subsection 29(a) of this act.

(d) If a Trustee shall deem himself incapable of fulfilling his Board obligations for
any reason or if any condition exists that renders the Trustee disqualified, the Trustee
shall submit a written notice to the Chairman disqualifying himself from his
trusteeship. If the Chairman shall deem himself to be disqualified for any of the
foregoing reasons, he shall submit written notice to the Resident Judge of the
Superior Court of Mecklenburg County.

(e) If a vacancy shall occur pursuant to the provisions of subsections (a) through
(d) of this section, the vacancy shall be filled within 90 days after the date of the
vacancy, for the unexpired portion of the term, for the same classification and in the
same manner as the position was previously filled.

Sec. 33. Compensation of Trustees. The members of the Board of Trustees of the
Charlotte Firefighters’ Retirement System shall serve without compensation, but shall
be reimbursed for all reasonable and necessary expenses incurred through service
upon said Board.
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Sec. 34. Officers of System. (a) The Chairman of the Board, named pursuant to
the provisions of Seetten—29(iv) Subsection 29(a) of this act, shall preside at all
meetings that he is in attendance.

(b) At its first regular meeting each year, the Board shall elect from its
membership: (1) A Vice Chairman, who shall preside at any meeting that the
Chairman is absent; and (2) A Secretary of the Board, who shall be responsible for
the recording and certifying of the record of proceedings.

(c) The City Treasurer shall be the Treasurer of the Retirement System and shall
be custodian of its assets.

Sec. 35. Meetings. (a) The Board of Trustees shall conduct its business at
meetings that conform with the ‘Open Meetings Law,’ Article 33C of Chapter 143 of
the General Statutes, G.S. 143-318.9 through 6-5—343-34838- G.S. 143-318.18. as
amended.

(al) The Board of Trustees shall hold meetings regularly, at least one in each
calendar quarter, and shall designate the time and place thereof. The first regular
meeting in each Plan Year shall be held on the fourth Thursday of the month of July.

(b) The Chairman or, in the absence of the Chairman, the Vice Chairman may
hold a special meeting and/or an emergency meeting at his discretion. Additionally,
upon the written request of two members of the Board of Trustees, the Chairman
shall call a special meeting of the Board.

When a special meeting is called, the Administrator shall insure that notice is
given to each trustee either in person or by first class mail to the address of record on
file with the Administrator. Such notice shall include the purpose of the meeting and
designate the time, date and place thereof. The Chairman or Vice Chairman shall
insure that the business of the special meeting be limited to the purpose as set forth
in the notice.

When an emergency meeting is called, the Administrator shall attempt to notify
each Trustee by telephone to the telephone number on file with the Administrator.

(c) Each Trustee shall be entitled to one vote on each motion presented to the
Board of Trustees. The Chairman shall only vote in case of a tie or in such case as to
create a querum-of-veting: quorum, Six attending Trustees, including the Chairman,
shall constitute a quorum at any meeting of the Board and at least six affirmative
votes shall be necessary for a decision by the Trustees at any meeting of said Board.
Prior to any discussion of a specific agenda item for which a Trustee or the Chairman
deems himself to have a conflict of interest, or at such point during discussion that he
determines himself to have a conflict of interest, the member-of-the-Beard Trustee or
Chairman shall thereupon make such conflict known to the Board and the Board
shall inquire into the nature of the conflict and make a determination whether a
conflict of interest exists and if the Beard—member—sheuld Trustee or Chairman
participate in the discussion and vote on the agenda item.

(d) The Board of Trustees through the Secretary shall cause to be kept a record of
all of its proceedings which shall be open to public inspection.

Sec. 36. Employment of Professional Services. (a) The Board of Trustees shall
have the authority to employ and/or utilize professional and secretarial services and
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to purchase and maintain such property, equipment and supplies as are deemed
necessary for the proper operation of the System. All expenses, fees and/or retainers
for the employment of services shall be borne by the System with the singular
exception of the employment of the Actuary. All fees and expenses in connection

with the employment of a qualified actuary to perform the annual evaluation of the

Retirement System’s financial condition shall be paid by the City of Charlotte.
(al) Actuary. The Board of Trustees shall annually request the City to employ a

qualified Actuary to perform such studies and evaluations of the Charlotte
Firefighters’ Retirement System as may be necessary and/or desirable by the Board or
City in connection with the administration of the System. Within the meaning of this
subsection, a qualified Actuary shall be an Actuary who has been enrolled by the
Joint Board for the Enrollment of Actuaries and shall be an associate, member, or
fellow of the conference of Actuaries in Public Practice or a member of the American
Academy of Actuaries.

(b) Medical Board. The Board of Trustees shall appoint a Medical Board to be
composed of three one or more physicians to serve at the pleasure of the Board. The
Medical Board shall arrange for and evaluate all medical examinations required
under provisions of this act. The Medical Board shall also investigate and evaluate
all medical evidence, statements, and certificates submitted by and on behalf of a
Member in connection with an application for disability retirement. The Medical
Board shall render its conclusions and recommendations in writing to the Board of
Trustees in accordance with the provisions of this act.

(c) Legal Counsel. The City attorney and staff shall be the legal advisor to the

Board of Trustees. The Board may employ separate legal counsel as it deems
necessary and beneficial for the operation of the System,

(d) Awuditor. The Board of Trustees shall appoint an Auditor who shall be a
certified public accountant.

(e) Administrator. The Board of Trustees shall have the authority to appoint an
Administrator who shall be responsible for the administration and coordination of all
System operations and activities that are not otherwise specified in this act. Such
administration shall be in accordance with rules and regulations of this act and the
policy and direction of the Board. In the absence of an Administrator, the Secretary
of the Board as specified in Section 34(b)(2) shall be responsible for the coordination
of Board meetings and providing proper notice of such meetings.

(D Insurance. The Board of Trustees may purchase and maintain that insurance
coverage necessary for the proper operation of the System, including worker’s
compensation, fidelity insurance, and officers’ and employees’ liability coverage. All
expenses incurred in purchasing or maintaining this coverage, including fees, and
retainers, shall be borne by the System.

Sec. 37. Committees. The Chairman of the Board shall appoint an Investment
Committee and a_Benefits Committee and shall have the authority to appoint such
other committees of the Board as deemed appropriate.

Sec. 38. Authority of Board of Trustees to Recommend Changes to the Retirement
System. The Board of Trustees shall have the authority to recommend to the City

House Bill 717 Page 19



OO0 IO A WN =

W W WWWWWRNNDNDNNNDMNNDR DL = = b 3 b3 b d

GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1999

changes to the Retirement System. All recommendations for changes must be
actuarially sound and must take into account the interest of all Participants in the
System.

Sec. 39. Authority of City of Charlotte to Make Changes with Respect to the
Retirement System. Upon the recommendation of the Board of Trustees as provided
in Section 38 of this act, the City may, within its discretion, increase or decrease the
rate of contribution of the Members of the System and the City of Charlotte as may
be necessary for the proper operation of the Retirement System. Provided, however,
that no change shall reduce benefits being paid to Retirees of the System.

The City may deviate from the provisions of this act to the extent necessary to
make any changes in the System required by the Internal Revenue Service prior to its
issuing a favorable determination letter under Section 401(a) and Section 501(a) of
the Internal Revenue Code of 1986, as amended from time to time, and as required
by the Internal Revenue Service to maintain the qualified status of the Retirement
System.

Sec. 40. Authority of City of Charlotte to Recommend Changes to the Retirement
System. Fhe Subject to the approval of the Board of Trustees, the City may
recommend to the General Assembly of the State of North Carolina changes to the
Retirement System. All recommendations for changes must be actuarially sound and
must take into account the interest of all Participants in the System.

Sec. 41. Rules and Regulations. Consistent with the provisions of this act, the
Board of Trustees shall have the authority to adopt the rules and regulations for the
administration of the Retirement System and for the transaction of its business.

TITLE VII. RECORD-KEEPING AND REPORTING REQUIREMENTS.

Sec. 42. Record-Keeping. The Administrator, or the Secretary of the Board in the
absence of an administrator, shall maintain all data, files and records as is necessary
to comply with the reporting requirements of this act.

Sec. 43. Annual Audit. There shall be an annual Audit of the books of the
System. The Audit shall be performed by the Auditor as specified in Section 36(d).

Sec. 44. Annual Actuarial Valuation. There shall be an annual Actuarial
Valuation as of the 1st of July. The Valuation shall be performed by the actuary as
specified in Section 36(al). Such Valuation shall be completed and presented to the
Board no later than the second regular quarterly meeting each year.

Sec. 45. Annual Report to City Council. An annual report of the financial and
actuarial condition of the System, as of the preceding June 30, shall be prepared and
forwarded to the City Council in the quarter after receipt of the System’s audit report
from the Auditor. Such report shall contain but shall not be limited to the Auditor’s
opinion, such statements contained in the Auditor’s report, a summary of the annual
actuarial valuation and the actuary’s valuation certification.

Sec. 46. Annual Report to Members: Participants, A copy of the report required
by Section 45 shall be provided to each of the fire stations and Fire Department
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administrative offices of the City of Charlotte. In addition, a copy of the report or
portions of the report shall be provided to the Participants of the System,

Sec. 47. Other Reports. The Administrator, or the Secretary of the Board in the
absence of an administrator, shall be responsible for insuring that all reporting
requirements with the Internal Revenue Service and the United States Government,
including its various other agencies, departments, and offices, are complied with.

TITLE VIII. CUSTODY AND INVESTMENT OF SYSTEM ASSETS.

Sec. 48. Trusteeship of Funds. The Board of Trustees of the Charlotte
Firefighters’ Retirement System shall be the Frustee trustee of the funds and assets of
the System and shall have the power to take by gift, grant, devise or bequest any
money, real or personal property or other things of value, and hold, sell or invest the
same.

Sec. 49. Custody of System Assets. The Treasurer of the Retirement System shall
be the custodian and responsible for the safekeeping of all funds paid into the
Charlotte Firefighters’ Retirement System. The Treasurer shall deposit said funds in
a bank or banks as designated by the Board of Trustees. The Treasurer may, with
Board concurrence, use one or more nominees to facilitate transfer of the System’s
securities and may hold the securities in safekeeping with the Federal Reserve
System, a clearing corporation, or a custodian bank which is a member of the Federal
Reserve System. All payments from said funds shall be authorized by the treasurer
only upon the signed, written request of the Administrator, or the Secretary of the
Board in the absence of an administrator. The Treasurer shall furnish such bond as
shall be required by the Board of Trustees and premium for said bond shall be paid
out of the funds of the System.

Sec. 50. Investment/Reinvestment of Funds and Assets. The Board of Trustees
shall be vested with the authority and responsibility and shall have full power to hold,
purchase, sell, assign, transfer, lend and dispose of any of the securities and
investments in which the System shall have been invested, as well as the proceeds of
said investments and any monies belonging to the System. The Board of Trustees as
fiduciaries shall:

(1)  Discharge its duties solely in the interest of the Participants and the
Beneficiaries;

(2)  Act with the same care, skill, prudence and diligence under the
circumstances then prevailing, that a prudent person acting in a
similar capacity and familiar with those matters would use in the
conduct of a similar enterprise with similar aims;

(3)  Act with due regard for the management, reputation and stability
of the issuer and the character of the particular investments being
considered;

(4) Make investments for the exclusive purpose of providing benefits
to Participants and Participants’ Beneficiaries;
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(6)

)
®)

Give appropriate consideration to those facts and circumstances
the Board of Trustees knows or should know are relevant to the
particular investment or investment course of action involved,
including the role the investment or investment course of action
plays in that portion of the System’s investments for which the
Board of Trustees has responsibility, and shall act accordingly.
Appropriate consideration shall include, but is not limited to, a
determination by the Board of Trustees that a particular
investment or investment course of action is reasonably designed as
part of the investments of the System to further the purposes of the

System taking into consideration the risk of loss and the

opportunity for gain or other return associated with the investment

or investment course of action; and consideration of the following
factors as they relate to the investment or the investment course of
action:

a. The diversification of the investments of the System;

b. The liquidity and current return of the investments of the
System relative to the anticipated cash flow requirements of
the System; and

c. The projected return of the investments of the System
relative to the funding objectives of the System;

Give appropriate consideration to investments which would

enhance the general welfare of the City and its citizens if those

investments offer the safety and rate of return comparable to other
investments held by the System and available to the Board of

Trustees at the time the investment decision is made;

May use a portion of income of the System to defray the cost of

investing, managing and protecting the assets of the System; and

May utilize the services of Investment Fiduciaries to manage the

assets of the System. These Investment Fiduciaries shall be subject

to the terms, conditions, and limitations provided in this section
and any limitations as set forth by the Board of Trustees.

TITLE IX. RESTRICTIONS.

Sec. 51. Restrictions. Notwithstanding any provision of this act to the contrary:
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No part of the funds contributed to the Retirement System
pursuent—te—this—eet; System, or the income thereon, may be used

for, or diverted to, purposes other than for the exclusive benefit of
the Participants of the Retirement System System as authorized by
the provisions of this act,

Upon termination of the Retirement System or upon complete
discontinuance of contributions to the Retirement System, the
rights of all Participants of the Retirement System to benefits
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(3)

(4)

House Bill 717

accrued to the date of the termination or discontinuance, to the
extent then funded, are nonforfeitable.
Forfeitures under the Retirement System may not be applied to
increase the benefits that any Participant would otherwise receive
under the Retirement System.
Notwithstanding any provision of the Retirement System to the
contrary, the maximum annual benefit payable in the form of a
straight life annuity from the Retirement System on behalf of a
Participant, when combined with any benefits from another
qualified benefit plan maintained by the City, shall not exceed the
amount as provided in this section. If the normal form of payment
is other than a straight life annuity or a qualified joint and survivor
annuity, the amount so determined hereunder shall be adjusted on
an actuarially equivalent basis to reflect such other payment form.

If a Participant has completed 10 or more years of service, the

maximum annual benefit payable in accordance with this

subdivision (4) shall be the lesser of a. and or b. below:

a. Ninety thousand dollars ($90,000) (or, beginning January 1,
1988), such larger dollar amount as the Commissioner of
Internal Revenue may prescribe. Such amount shall be the
maximum annual benefit pursuant to this subdivision a. for
that calendar year and shall apply to the limitation year
ending with or within that calendar year.

b. The average annual Cempensatior compensation the
Participant received from the City during the three
consecutive calendar years which would produce the highest
such average.

If a Participant has completed less than 10 years of service, the

maximum annual benefit payable in accordance with this

subdivision (4) shall be the lesser of subdivisions a. end or b.

above, multiplied by the ratio that the Participant’s actual number

of years of service bears to 10.

If the payment of a benefit to a Participant begins after he attains

age 65, the maximum benefit shall be actuarially adjusted to that

amount that, if paid in the same form and beginning at the same
time as the benefit, would be the actuarial equivalent of the
maximum benefit that was payable in the normal form of
retirement allowance beginning on the first day of the month
coincident with or next following the Participant’s attainment of

age 65.

If the payment of a benefit to a Participant begins before he attains

age 62, the maximum benefit shall be actuarially adjusted to that

amount which, if paid in the same form and beginning at the same
time as his benefit, would be the actuarial equivalent of the
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maximum benefit payable in the normal form of retirement
allowance beginning on the first day of the month coincident with
or next following his attaining the age of 62. The reductions
required by this paragraph shall in no event reduce the limitation
in this subdivision a. below seventy-five thousand dollars ($75,000),
if the benefit begins on or after the Participant’s attainment of age
55 or the actuarial equivalent of the seventy-five thousand dollars
(375,000) benefit limitation for age 55, if the benefit begins prior to
such age.

For purposes of this subdivision (4), if benefits begin before age 62,
the maximum annual benefit payable shall be adjusted by an
interest rate assumption not less than the greater of five percent
(5%) or the rate specified in the Retirement System. For purposes
of this subdivision (4), in addition to the above limitations, if a
Participant is a Qualified Participant as defined in Title 1, Section
2 (17a) of this act, the actuarial reduction to the maximum benefit
payable for benefits that begin prior to the attainment of age 55
shall not be reduced to an amount less than fifty thousand dollars
(350,000). If payment of a Participant’s benefit begins after age 65,
the maximum annual benefit payable shall be adjusted by an
interest rate assumption not greater then the lesser of five percent
(5%) or the rate specified in the Retirement System.

In the event a Participant is covered by one or more defined
benefit plans maintained by the City, all such plans shall be
aggregated in determining whether the maximum benefit
limitations hereunder have been met. Further, the maximum
retirement allowance as noted above may be decreased as
determined necessary by the City to ensure that all plans will
remain qualified under the Internal Revenue Code of 1986, as
amended from time to time.

In addition to the other limitations set forth in the Retirement
System and notwithstanding any other provisions of the Retirement
System, the Accrued Benefit, including the right to any optional
benefit provided in the Retirement System (and all other defined
benefit plans required to be aggregated with the Retirement System
under the provisions of Section 415 of the Internal Revenue Code
of 1986, as amended from time to time), shall not increase to an
amount in excess of the amount permitted under Section 415 of
the Internal Revenue Code of 1986, as amended from time to time.
Any benefit payable to a Participant pursuant to Section 4 of this
act shall commence not later than the April 1 immediately
following the calendar year in which the Participant attains age 70
1/2 or, if later, the April 1 immediately following the calendar year
in which the Participant terminates service. Additionally, the
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distribution of any such benefit must satisfy the minimum
distribution requirements set forth in this paragraph and must be
consistent with Treasury Regulations, as of the required beginning
date. The minimum distribution for a calendar year equals the
Participant’s nonforfeitable Accrued Benefit at the beginning of the
year divided by the Participant’s life expectancy or, if applicable,
the joint and last survivor expectancy of the participant and his
Designated Beneficiary. The minimum distribution shall be
computed by using the life expectancy multiples under Treasury
Regulation 1.72-9. The minimum distribution for a calendar year
subsequent to the first calendar year for which a minimum
distribution is required may be computed by redetermining the
applicable life expectancy. However, there shall be no
redetermination of the joint life and last survivor expectancy of the
Participant and a nonspouse Designated Beneficiary in a manner
which takes into account any adjustment to a life expectancy other
then the Participant’s life expectancy. A distribution to the
Participant in the form of a life annuity, joint and survivor annuity,
or an annuity over a fixed period will satisfy the minimum
distribution requirements of this paragraph if the method of
distribution provides non-increasing payments or otherwise satisfies
Treasury Regulations. If the Participant dies after the payment of
his benefit has commenced, the death benefit provided by this act
shall be paid over a period which does not exceed the payment
period which had commenced. If a Participant dies prior to the
time the payment of his benefit commences, the death benefit
provided by this act shall be paid over a period not exceeding: (i)
five years after the date of the Participant’s death; or (ii) if the
Beneficiary is a Designated Beneficiary, over the Designated
Beneficiary’s life or life expectancy. No payment of benefit over a
period described in (ii) shall be permitted, unless the payment of
such benefit to the Designated Beneficiary will commence no later
than one year after the date of the Participant’s death, or, if later,
and the Designated Beneficiary is the Participant’s surviving
spouse, the date the Participant would have attained age 70 1/2.
The life expectancy multiples under Treasury Regulation 1.72-9
shall be used for purposes of applying this paragraph. The life
expectancy of a Participant’s surviving spouse may be recalculated
not more frequently than annually, but the life expectancy of a
nonspouse Designated Beneficiary may not be recalculated after
the commencement of payment of benefits to the Designated
Beneficiary. Any amount paid to a Participant’s child, which
becomes payable to the Participant’s surviving spouse upon the
child’s attaining the age of majority, shall be treated as paid to the
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Participant’s surviving spouse for purposes of applying this
paragraph.

TITLE X. MISCELLANEOUS.

Sec. 52. Liabilities of Trustees. No member of the Board of Trustees shall be
personally liable by reason of his service as a Trustee for any acts performed by him
as a Trustee, except for malfeasance in office. Except for costs or expenses incurred
because of Trustee malfeasance, the System shall indemnify each Trustee for any and
all costs or expenses incurred by that Trustee as a result of acts performed as a
Trustee, including all insurance deductibles, copayments, and amounts exceeding
insurance policy limits.

Sec. 53. Assignments Prohibited. The right of a Member to any benefits payable
or reimbursement of any contributions, and any other right accrued or accruing to
any person pursuant to the provisions of this act, and any monies belonging to the
Retirement System shall not be subject to execution, garnishment, attachment, the
operation of bankruptcy or insolvency law, or any other process of law whatsoever,
and shall be unassignable except as is specifically authorized by statute. If a Member
is covered under a group insurance or prepayment plan participated in by the City,
and should he be permitted to, and elect to, continue such coverage as a Retiree, he
may authorize the Board of Trustees to have deducted from his monthly retirement
benefits .the payments required of him to continue coverage under such group
insurance or prepayment plan.

Sec. 54. Errors. Should any change in the records result in any person receiving
from the Retirement System more or less than he would have been entitled to receive
had the records been correct, the Board of Trustees shall correct such error, and as
far as practicable shall adjust the payment in such manner that the Actuarial
Equivalent of the benefit to which the said person was correctly entitled shall be
paid.

Sec. 55. Protection Against Fraud. Whoever with intent to deceive shall make any
statements and/or reports required under this act which are untrue, or shall falsify or
permit to be falsified any records of the Retirement System, or who shall otherwise
violate, with intent to deceive, any of the provisions of this act, shall be prosecuted to
the fullest extent of the law.

The Charlotte Firefighters’ Retirement System shall have the right of setoff for any
claim arising from embezzlement or by fraud of a Participant.

Sec. 56. Repealed by Section 17 of Chapter 248 of the 1989 Session Laws.

Sec. 57. Laws Inconsistent Repealed. All laws and clauses of law pertaining to the
Charlotte Firefighters’ Retirement System that are in conflict with the provisions of
this act are hereby revoked.

Sec. 58. Savings Provisions. If any section or part of this act is for any reason held
to be invalid or unconstitutional, such holding shall not be construed as affecting the
validity of the remaining sections of this act or the act in its entirety; it being the
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legislative intent that this act shall stand notwithstanding the invalidity of any section
or part of a section.
Sec. 59. This act shall apply to the City of Charlotte only."

Section 2. None of the provisions of this act shall create an additional
liability for the Charlotte Firefighters’ Retirement System unless sufficient assets are
available to pay for the liability.

Section 3. This act becomes effective July 1, 1999.
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1999 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative(s) Michaux for the Committee on PENSIONS AND RETIREMENT.

[[] Committee Substitute for

HB. 722 A BILL TO BE ENTITLED AN ACT TO ALLOW MEMBERS OF THE
TEACHERS' AND STATE EMPLOYEES' RETIREMENT SYSTEM TO PURHCASE
CERTAIN PART-TIME SERVICE RENDERED WHILE FULL-TIME STUDENTS.

With a favorable report.

[] With a favorable report and recommendation that the bill be re-referred to the Committee on
Appropriations [_] Finance [_] B

[] With a favorable report, as amended.

[] With a favorable report, as amended, and recommendation that the bill be re-referred to the
Committee on Appropriations[_] Finance [[] .

[J With a favorable report as to committee substitute bill (# ), [] which changes the title,
unfavorable as to (original bill) (Committee Substitute Bill # ), (and recommendation
that the committee substitute bill # ) be re-referred to the Committee on )

[ ] With a favorable report as to House committee substitute bill (# ), (] which changes
the title, unfavorable as to Senate committee substitute bill. '

[[] With an unfavorable report.

[] With recommendation that the House concur.

[] With recommendation that the House do not concur.

[] With recommendation that the House do not concur; request conferees.

[] With recommendation that the House concur; committee believes bill to be material.
[[] With an unfavorable report, with a Minority Report attached.

[] Without prejudice.

[} With an indefinite postponement report.

[] With an indefinite postponement report, with a Minority Report attached.

[] With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
2/24/99



HOUSE BILL 722:
Purchase of Part-Time Service

‘ BILL ANALYSIS

Committee: House Pensions & Retirement Introduced by: Representative Insko
Date: April 20, 1999 Summary by: Theresa Matula
Version: 1st Edition ’ Committee Staff
SUMMARY:

House Bill 722 allows a member with five or more years of membership service in the Teachers and
State Employees Retirement System to purchase service rendered while a permanent part-time teacher
or State employee and full-time student. In order to qualify, the member must have been in a
permanent part-time position requiring at least 20 hours per week, and the part-time service must have
been rendered while a full-time student in pursuit of a degree or diploma in a degree-granting
program.

BILL ANALYSIS:

Chapter 135, Section 4 of the General Statutes covers creditable service in the Teachers and State
Employees Retirement System. Subsection (pl) covers Part-Time Service Credit. Sub-subsection (1)
states ihat upon completion of five years of membership service, any member may purchase service
reviously rendered as a part-time teacher or employee, except for temporary or part-time service
rendered while a full-time student in pursuit of a degree or diploma in a degree-granting program.

House Bill 722 amends subsection (p1) by adding sub-subsection (3). This bill allows the purchase of
service pursuant to all the requirements and conditions set forth in sub-subsection (1) except for the
condition that part-time service rendered while a full-time student in pursuit of a degree or diploma in a
degree-granting program. In effect, this bill allows members with five or more years of ‘membership
service to purchase service rendered as a part-time teacher or employee of the State.

Under House Bill 722, s member meeting the following criteria may purchase service:

e A member of the Teachers and State Employees Retirement System with five or more years of
membership service

e Part-time service was rendered while a full-time student in pursuit of a degree or diploma in a
degree-granting program

e Service was rendered on a permanent part-time basis and required at least 20 hours of service per
week. '

This act becomes effective July 1, 1999.
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SESSION LAW 1999-71
HOUSE BILL 722

AN ACT TO ALLOW MEMBERS OF THE TEACHERS’ AND STATE
EMPLOYEES’ RETIREMENT SYSTEM TO PURCHASE CERTAIN PART-
TIME SERVICE RENDERED WHILE FULL-TIME STUDENTS.

The General Assembly of North Carolina enacts:

Section 1. G.S. 135-4(p1) reads as rewritten:
"(p1) Part-Time Service Credit. --

(1)  Notwithstanding any other provision of this Chapter, upon
completion of five years of membership service, any member may
purchase service previously rendered as a part-time teacher or
employee of an employer as defined in G.S. 135-1(11) or G.S. 128-
21(11), except for temporary or part-time service rendered while a
full-time student in pursuit of a degree or diploma in a degree-
granting program. Payment shall be made in a single lump sum in
an amount equal to the full actuarial cost of providing credit for
the service, together with interest and an administrative fee, as
determined by the Board of Trustees on the advice of the
Retirement System’s actuary. Notwithstanding the provisions of
G.S. 135-4(b), the Board of Trustees shall fix and determine by
appropriate rules and regulations how much service in any year, as
based on compensation, is equivalent to one year of service in
proportion to "earnable compensation", but in no case shall more
than one year of service be creditable for all service in one year.
Service rendered for the regular school year in any district shall be
equivalent to one year’s service. Notwithstanding the foregoing
provisions of this subdivision that provide for the purchase of
service credits, the terms "full cost", "full liability", and "full
actuarial cost" include assumed annual post-retirement allowance
increases, as determined by the Board of Trustees, from the earliest
age at which a member could retire on an unreduced service
allowance.

(2)  Under all requirements and conditions set forth in the preceding
subdivision of this subsection (p1), except for the requirement that
the completion of five years of membership service be subsequent
to service rendered as a part-time teacher or employee of the State,
any member with five or more years of membership service
standing to his credit may purchase additional membership service
for service rendered as ‘a part-time teacher or employee of the
State if (i) the member terminates or has terminated employment
in any capacity as a teacher or employee of the State, (ii) the
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purchase of the additional membership service causes the member
to become eligible to commence an early or service retirement
allowance, and (iii) the member immediately elects to commence
retirement and become a beneficiary.

Under all the requirements and conditions set forth in subdivision
(1) of this subsection, except for the condition that part-time
service rendered when a full-time student in pursuit of a degree or
diploma in a degree-granting program is not eligible for purchase
any member with five or more vears of membership service
standing to the member’s credit may purchase creditable service
for service rendered as a part-time teacher or emplovee of the
State if that service was rendered on a permanent part-time basis
and required at least 20 hours of service per week."

Section 2. This act becomes effective July 1, 1999.
In the General Assembly read three times and ratified this the 12th day of

s/ Dennis A. Wicker
President of the Senate

¢

s/ James B. Black
Speaker of the House of Representatives

s/ James B. Hunt, Jr.
Governor

Approved 9:15 a.m. this 21st day of May, 1999
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MINUTES
HOUSE COMMITTEE ON PENSIONS AND RETIREMENT

May 11, 1999

The House Committee on Pensions and Retirement met in Room 1228, of the
Legislative Building, on April 21, 1999 at 12:00 p.m. Representative H.M. Michaux,
Jr. (Chair) presided at the meeting and the following members were present:
Representatives, Oldham, Barbee, Horn, McCombs, McCrary, Ramsey, Rogers, Tucker,
Warren, G. Wilson, and Yongue. Representative Berry and Gray were not present.

Vice Chairman Oldham welcomed members and guest. Representative Michuax will
conduct the remainder of the meeting later. The visitor registration sheet, actuarial
notes and handouts are attached to the minutes. The Legislative Pages for the day
were David Monroe of Mecklenburg County, sponsored by Representative Gulley and
Clay Madden of Durham County, sponsored by Representative Luebke.

The following staff members were present: Anne M. Peele (Committee Assistant),
Stanley Moore (Fiscal Analyst), Theresa Matula (Legislative Analyst) and Karen
Cochrane-Brown (Attorney). John Goodman and Anne Lassiter were the Sergeant-at-
Arms for the meeting.

House Bill 77 has been pulled from today’s agenda.

House Bill 965, A BILL ENTITLED AN ACT TO INCLUDE FULL-TIME COUNTY FIRE
MARSHALS IN THE FIREMEN’S AND RESCUE SQUAD WORKER’S PENSION FUND
presented by Representative Cole. This bill includes Fire Marshals in the Firemen’s
Pension fund because their duties fall into the same category as firemen. The fiscal
impact is approximately $12,600 a year. There are no opponents to the bill.

Representative Rogers presents a motion for favorable report to be re-referred to
Appropriations. The motion passes.

Senate Bill 583, A BILL ENTITLED AN ACT TO AMEND THE LAW ESTABLISHING THE

CHARLOTTE FIREMEN’S RETIREMENT SYSTEM was presented by Senator Rucho.
This bill expands opportunity to buy into time using military service and increases
opportunities retirement benefits for fire fighters. The Charlotte delegation and the
City of Charlotte supports it. The firefighters system has supported this bill. There
are sufficient funds available to allow for these increases. There is no opposition to
this bill. This bill does not include any state funds or the local retirement system. It
only effects Charlotte firefighters retirement system.

A motion is on the floor for a favorable report to be re-referred to Appropriations. The
motion passes.

House Bill 508, A BILL ENTITLED AN ACT TO INCLUDE PUBLIC DEFENDERS AND
THE APPELLATE DEFENDER AS MEMBERS OF THE CONSOLIDATED JUDICIAL
RETIREMENT SYSTEM was presented by Representative Smith. This bill would add
the public defenders to the Judicial Retirement System. There is some opposition to



Page 2

this bill. It does not cost the state, but the retirement system. Stanley Moore explains
the bill in detail. Eleven public defenders and one appellate defender are transferred
from the State and Teachers Retirement System to the Judicial Retirement System.
Service and contributions are transferred. The annual cost is $563,000 to $725,000
five years later.

Jack Pruitt, Deputy State Treasurer and Director of the Retirement Systems Division
noted that this would become effective July 1, 1999. Would apply to thirteen persons
and would cost to the state would be about $ 2.5 million in unfunded accrued liability
or about 1% of payroll. There is sufficient gains in the judicial system to give COLA as
recommended by the Retirement Board and to fund this bill, depending on the
combination of bills chosen by the General Assembly. The Board of Trustees has no
opposition to this bill. It will cost $564,000 per year and will increase from this point.
The fund will not take any additional funding. There are actuarial gains in the
system, but there are five bills competing for these gains. It could effect the general
fund. If it does it would cost $564,000. It this bill passes and the other bills don’t, the
general fund will not be effected.

These people are not required to be members of the State and Teachers and
Retirement System. They can’t buy into the system. The State and Teachers
Retirement System is at a less accrual rate of $108 versus $302 in the Judicial
Retirement System. This is the only vehicle in which they can become members of
the judicial retirement system. Public defenders are appointed by Superior Court
Judges. Their terms are staggered. Therefore there will always someone in this
position. Also, there are five or six bills in competition with this bill.

Representative Smith requests that this bill go to a study commission.

Isabelle Daye, the Public Defender in Mecklenberg County, since 1983, and President
of the NC Association of the Public Defenders spoke on the history of the system.
Members of the judicial system included in the system (the elected district attorneys
clerks, and other persons). The public defenders system was in its beginning stages
and did not have an organization to ask the legislator to be included in the system at
that time. The public defenders organization have grown and this bill want to include
them in Judicial Retirement System. It will provide fairness.

This bill was introduced two years ago in Appropriations, but was never heard or acted
upon. The additional funding requirement to the state would be $141,000. There is
money in the judicial retirement system. It would increase their retirement per month
by 50%. After five year it would go to 75%.

Representative Tucker opposes this bill in this form. He would like to make this
position effective on a date, because there is a group of people trying to get credit for
state and teachers retirement system. This bill would automatically give it that to this
class of employee. He recommends that they become judicial and then work twenty-
five years, then he would not be opposed to the bill.
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. Representative Oldham suggest that this bill go to subcommittee and be headed by
Representative McCombs along with Representatives Horn and Warren.

House Bill 940, A BILL ENTITLED AN ACT TO PROVIDE FOR MEMBERS OF THE
CONSOLIDATED JUDICIAL RETIREMENT SYSTEM TO TRANSFER CREDITABLE
SERVICE FROM THE TEACHER’S AND STATE EMPLOYEE’S RETIREMENT SYSTEM
AND THE LOCAL GOVERNMENT EMPLOYEES’ RETIREMENT SYSTEM TO THE
CONSOLIDATED JUDICIAL RETIREMENT SYSTEM was presented by Representative
Hardaway. This bill allow any member of the Consolidate Judicial Retirement System
who has five or more years of service to transfer any prior creditable services in the
Teachers and State Employees Retirement System or the Local Government .
Retirement System to the Consolidated Judicial Retirement System. This bill effects
Clerks of Court, District Attorneys and judges who were formally Assistant Clerks,
Deputy Clerks or Assistant DA’s and moved into the elected ranks.

Representative feels this bill encourages District Attorneys to seek elective office, we
benefit from the prior experience and service in the Clerks office. This bill is
competing for actuarial gains.

Mark Speas, District Attorney for Judicial District 19-A in Carbarrus County. A
similar bill two years ago passed this committee and went to the House Floor passed,
and failed in Conference Committee because it included Legislators. HB 940 does not
include Legislators. It requires five years of service as an elected DA, Clerk of Court,
District Court or Superior Court Judge. It would keep these appointments from
retiring three or four days later. The five years coincides with to everyone in the bill
having to win an election not just being able to be appointed. Superior Court Judges
have terms longer than four year. Therefore, they are still appointed, but they still
have to be there five years.

The North Carolina Retirement System figures retirement income on three factors (1)
years in service, (2) average final compensation, and (3) the benefit accrual factor. The
average final compensation this bill changes. The accrual factor or years of service do
not change. It simply allows Asst. DA’s, Asst. Deputy Clerks of Court, Probation and
Parole officers, and one Deputy Sheriff to have the salary they retire on be the salary
that they earn in their last days as a North Carolina public employee, not figured on a
salary which might be ten, fifteen, or twenty years old. It bumps the salary that it is
figured on up to highest salary as a state employee as opposed to a member in any
particular system. It could be considered akin to what already exist in the Local
Retirement System and the State Employee Retirement System. The accrual rate
stays and 1.8.

Stanley Moore says that this bill effects about 160 people in this group. These are the
people who were in one point in time a teacher or state employee that became
members of the judicial system that left their contributions in the retirement system.
The cost is $1.6 million. This is another bill that is competing for these funds. There
is not enough money to fund all three bills that are effected by the Judicial System. It
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would use all of the gains in system if all three bills were funded and give the retirees
the 2.3% COLA. You would have go to the General Fund for additional dollars.

Representative Michaux conducted the remainder of the meeting. Representative
McCombs recommend that these bills be sent to the subcommittee because it pertains
to a select group of people. Representative Michaux noted that the Pension and
Retirement Committee is the first step. The second step is Appropriation. There is
where it determined whether or not the money is available or if further study is
necessary, but should be passed out of this committee.

Representative Rogers moves for a favorable report to be re-referred to Appropriations.
The motion passes.

House Bill 962, A BILL ENTITLED AN ACT TO REPEAL THE LAW REQUIRING THAT
RETIRED JUDGES FOREGO RETIREMENT BENEFITS OR RECEIVE REDUCED
BENEFITS WHILE SERVING AS JUDICIAL OFFICERS IN FEDERAL COURTS was
presented by Stanley Moore. There is a statute currently on the books that says that if member of
the Judicial Retirement System is elected or appointed as a Federal Judge, he is prohibited from
receiving his retirement benefits. This bill repeals this section of the law and says that anyone
who is a federal judge can withdraw the judicial retirement from the State of North Carolina.
There is one person effected by this law. It would cost $61,000 a year. This money comes out of
the retirement system not the general fund. It would put an additional liability on the system that
under the current law if not there. If a state employee retires they can go to work anywhere they
want to besides the State and earn as much as they are able to and still withdraw their retirement.
This provision was put in the judicial system in the late 1970’s. There were retired judges who
were considered for federal judgeships. There was a legislator who felt that they should be able
to receive their judicial retirement benefit plus be appointed to a judgeship for life, therefore, this

statute exist. '

Representative Oldham moves that this bill be given a favorable bill and be re-referred to
Appropriations. The motion passes.

The meeting adjourned at 12:00 p.m.

AN s/ ( 2&»{;22&

Representative H.M. MicH'aux, Jr., Chair Anne M. Peele, Committee Assistant




HOUSE COMMITTEE ON PENSIONS AND RETIREMENT

May 11, 1999
Room 1228/1327
12:00p.m.

AGENDA

1. Opening Remarks
Representative Michaux, Chair

2. Bills To Be Considered

House Bill 77 - INCREASE LEO RETIREMENT
Sponsor: Representative Fitch

House Bill 508 — PUB. DEF./APP. DEF. RETIREMENT and
Identical Senate Bill 304
Sponsors: Representative Smith and Senator Rand

Senate Bill 583 —- CHARLOTTE FIREFIGHTERS’ RETIREMENT
Sponsor: Senator Rucho

House Bill 940 — RETIREMENT SYSTEM TRANSFER
Sponsor: Representative Hardaway

House Bill 962 - REPEAL RETIREMENT EXCLUSION
Sponsor: Representative Fitch

House Bill 965 — FIRE MARSHALL IN PENSION FUND
Sponsor: Representative Cole

3. ADJOURNMENT
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1999 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative(s) Michaux for the Committee on PENSIONS AND RETIREMENT.

[[] Committee Substitute for

HB. 965 ABILL TO BE ENTITLED AN ACT TO INCLUDE FULL-TIME COUNTY
FIRE MARSHALS IN THE FIREMEN'S AND RESCUE SQUAD WORKERS' PENSION
FUND.

[] With a favorable report.

X Witha favorable report and recommendation that the bill be re-referred to the Committee on

Appropriations [X}-Einance-f4——F
[] With a favorable report, as amended.

[] With a favorable report, as amended, and recommendation that the bill be re-referred to the
Committee on Appropriations[ ] Finance [_] O]

[] With a favorable report as to committee substitute bill (# ), [] which changes the title,
unfavorable as to (original bill) (Committee Substitute Bill # ), (and recommendation
that the committee substitute bill # ) be re-referred to the Committee on )

(] With a favorable report as to House committee substitute bill (# ), [] which changes
the title, unfavorable as to Senate committee substitute bill.

[C] With an unfavorable report.

[] With recommendation that the House concur.

[] With recommendation that the House do not concur.

] With recommendation that the House do not concur; request conferees.

[] With recommendation that the House concur; committee believes bill to be material.
[] Withan unfavorable report, with a Minority Report attached.

(] Without prejudice.

[] With an indefinite postponement report.

[} With an indefinite postponement report, with a Minority Report attached.

[] With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
2/24/99



HOUSE BILL 965:
Fire Marshals in Pension Fund

BILL ANALYSIS

Committee: House Pensions & Retirement Introduced by: Representative Cole
Date: May 10, 1999 Summary by: Theresa Matula
Version: Ist Edition _ Committee Staff

SUMMARY: House Bill 965 changes the definition of “Eligible Firemen” to include county Fire
Marshals in the Firemen’s and Rescue Squad Workers’ Pension Fund,

BILL ANALYSIS:

House Bill 965 amends the definition of “eligible firemen” to include an employee of a county whose sole
duty is to act as fire marshal of the county, provided the board of county commissioners certifies the fire
marshal’s attendance at not less than 36 hours of all drills and meetings in each calendar year.

This act becomes effective July 1, 1999.
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 1999

H 1
HOUSE BILL 965*

Short Title: Fire Marshals in Pension Fund. (Public)

Sponsors: Representatives Cole; Alexander, Barefoot, Cox, Dedmon, Fox,

Hurley, Melton, Mosley, and Sherrill.

Referred to: Insurance.

April 12, 1999

A BILL TO BE ENTITLED
AN ACT TO INCLUDE FULL-TIME COUNTY FIRE MARSHALS IN THE
FIREMEN’S AND RESCUE SQUAD WORKERS’ PENSION FUND.
The General Assembly of North Carolina enacts:
Section 1. G.S. 58-86-25 reads as rewritten:
"§ 58-86-25. "Eligible firemen" defined; determination and certification of volunteers
meeting qualifications.

"Eligible firemen" shall mean all firemen of the State of North Carolina or any
political subdivision thereof, including those performing such functions in the
protection of life and property through fire fighting within a county or city
governmental unit and so certified to the Commissioner of Insurance by the
governing body thereof, and who belong to a bona fide fire department which, as
determined by the Commissioner, is classified as not less than class "9" or class "A"
and "AA" departments in accordance with rating methods, schedules, classifications,
underwriting rules, bylaws or regulations effective or applied with respect to the
establishment of rates or premiums used or charged pursuant to Articles 36 or 40 of
this Chapter or by such other reasonable methods as the Commissioner may
determine, and which operates fire apparatus and equipment of the value of five
thousand dollars ($5,000) or more, and said fire department holds drills and meetings

not less than four hours monthly and said firemen attend at least 36 hours of all drills
and meetings in each calendar year. "Eligible firemen" shall al
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no 1 han 36 hours of all drills and meetings in each calendar year, "Eligible
firemen" shall also mean those persons meeting the other qualifications of this
section, not exceeding 25 volunteer firemen plus one additional volunteer fireman per
100 population in the area served by their respective departments. Each department
shall annually determine and report the names of those firemen meeting the eligibility
qualifications to its respective governing body, which upon determination of the
validity and accuracy of the qualification shall promptly certify the list to the board.
For the purposes of the preceding sentence, the governing body of a fire department
operated: by a county is the county board of commissioners; by a city is the city
council; by a sanitary district is the sanitary district board; by a corporation, whether
profit or nonprofit, is the corporation’s board of directors; and by any other entity is
that group designated by the board."

Section 2. This act becomes effective July 1, 1999.

Page 2 » House Bill 965




STATE OF NORTH CAROLINA
DEPARTMENT OF STATE TREASURER
RETIREMENT SYSTEMS DIVISION

HARLAN E. BOYLES JACK W. PRUITT
TREASURER DEPUTY TREASURER

April 20, 1999

The Honorable Henry M. Michaux, Jr.
Chairman of the House Committee

on Pensions and Retirement
Suite 1325 of the State Legislative Building
Raleigh, North Carolina

Re:  Actuarial Note/House Bill 965
Dear Representative Michaux:
In accordance with North Carolina General Statute 120-114, we herewith submit a
certified copy of an actuarial note on House Bill 965 which affects the Firemen’s and Rescue
Squad Workers’ Pension Fund.
‘ Please let me know if you have any questions with regard to this actuarial note. Also,

please let me know when you wish us to appear before your Committee with regard to this
note.

rely yours,

Jack W. Pruitt
Director

JWP/dsp

Enclosure

325 NORTH SALISBURY STREET, RALEIGH, NORTH CAROLINA 27603-1385
Courier #56-20-45 Telephone (919) 733-4191 Fax (919) 508-5350
E-mail: nc_retirement@treasurer.state.nc.us Web Page http://www.treasurer.state.nc.us/Treasurer/
- An Equal Opportunity/Affirmative Action Employer



BUCX
CONSULTANTS

\ 200 Galleria Parkway, NW.  Suite 1200
] Atlanta, Georgia 30339-5945
Apml 20, 1999

Mr. Jack Pruitt

Deputy Treasurer and Director
Retirement Systems Division
Department of State Treasurer

325 North Salisbury Street

Raleigh, North Carolina 27603-1385

House Bill 965

Dear Mr, Pruitt;

We have received your letter of April 20 regarding House Bill 965 which affects the North Carolina
Firemen's and Rescue Squad Workers' Pension Fund.

‘, ’I‘hislegislaﬁonapp&rstoallowcountyﬁremars!mlstobeoomememba'sofdxcﬁremen'sand
Rescue Squad Workers' Pension Fund, prospectively, effective July 1, 1999.

TheesﬁxmtedeofﬂﬁskgiﬂaﬁmasmappmpxiaﬁmamouMquﬁmdﬁommchemlFmd
for the fiscal year 1999-2000 would be $12,600 assuming 100 fire marshalls become members,

The annual appropriation amount for each prospective active member is $125.96.

As a technical observation, Housc__Bill965doanoteomainprovisionsforfundingthcincmsed
cost for this legislation.

Ifwemnbeofﬁxrﬂlerassistancewiﬂlregardmtlﬂslegislaﬁon,plmsedonothesitateuocomactus.

Sincerely,

Sl

Edward A. Macdonald
Principal and Consulting Actuary

EAM:jq

P:NCFRUSSADOCSVCORRHBIGS DOC

‘ IC 1930 BC AT

Buck Consultants, tne.
770 | 955-2488 Fax 770]933-8336




North Carolina General Assembly

Legislative Services Office George R. Hall, Legislative Services Officer
(919) 733-7044

Eifaine W. Robinson, Director  Gerry F. Cohen, Director Thomas L. Covington, Director  Tony C. Goldman, Director Terrence D. Sullivan, Director
Administrative Division Bill Drafting Division Fiscal Research Division Information Systems Division  Research Division
Room 5, Legislative Building Suite 401, LOB Suite 619, LOB Suite 400, LOB Suite 545, LOB
16 W. Jones Street 300 N. Salisbury St. 300 N. Salisbury St. 300 N. Salisbury St 300 N. Salisbury St.
Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925
(919) 733-7500 (919) 733-6660 (919) 733-4910 (919) 733-6834 (919) 733-2578
MEMORANDUM
TO: Mr. Jack Pruitt Mr. Mark V. Hartman
State Retirement Director Consulting Actuary
Department of State Treasurer 668 Link Road
Raleigh, N. C. 27603-1388 Lexington, N. C. 27295
FROM: Stanley Moores /-
- Fiscal Research Division
‘ DATE: April 12, 1999
SUBJECT: Actuarial Note Request Senate Bill 965

Re: Allows the fire marshal of each county to be eligible for membership in the
Firemen’s and Rescue Squad Workers’ Pension Fund if his sole duty is that of fire
marshal.

In accordance with North Carolina General Statute 120-114 and applicable Rules of the
North Carolina Senate and House of Representatives, please prepare or have prepared and
submit to us an actuarial note on the attached document. Please let us know if you have

-any questions on this request.

cc: presentative Cole
epresentative Michaux; Chairman of the House Committee on Pensions and

Retirement

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER
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Short Title: Fire Marshals in Pension Fund. (Public)
Sponsors: Representative Cole.
Referred to:

A BILL TO BE ENTITLED
AN ACT TO INCLUDE FULL-TIME COUNTY FIRE MARSHALS IN THE
FIREMEN’S AND RESCUE SQUAD WORKERS’ PENSION FUND.
The General Assembly of North Carolina enacts: :
Section 1. G.S. 58-86-25 reads as rewritten: ,
n§ 58-86-25. "Eligible firemen" defined; determination and certification of volunteers
meeting qualifications.

"Eligible firemen" shall mean all firemen of the State of North Carolina or any
political subdivision thereof, including those performing such functions in the
protection of life and property through fire fighting within a county or city
governmental unit and so certified to the Commissioner of Insurance by the
governing body thereof, and who belong to a bona fide fire department which, as
determined by the Commissioner, is classified as not less than class "9" or class "A"
and "AA" departments in accordance with rating methods, schedules, classifications,
underwriting rules, bylaws or regulations effective or applied with respect to the
establishment of rates or premiums used or charged pursuant to Articles 36 or 40 of
this Chapter or by such other reasonable methods as the Commissioner may
determine, and which operates fire apparatus and equipment of the value of five
thousand dollars ($5,000) or more, and said fire department holds drills and meetings
not less than four hours monthly and said firemen attend at least 36 hours of all drills
and meetings in each calendar year. "Eligible firemen" shall also mean an employee
of a_county whose sole duty is to act as fire marshal of the county, provided the
board_of county commissioners of that county certifies the fire marshal’s attendance

at no less than 36 hours of all drills and meetings in each calendar year. "Eligible
firemen" shall also mean those persons meeting the other qualifications of this



Pk b

= OOV H W -

GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1999

section, not exceeding 25 volunteer firemen plus one additional volunteer fireman per
100 population in the area served by their respective departments. Each department
shall annually determine and report the names of those firemen meeting the eligibility
qualifications to its respective governing body, which upon determination of the
validity and accuracy of the qualification shall promptly certify the list to the board.
For the purposes of the preceding sentence, the governing body of a fire department
operated: by a county is the county board of commissioners; by a city is the city
council; by a sanitary district is the sanitary district board; by a corporation, whether
profit or nonprofit, is the corporation’s board of directors; and by any other entity is
that group designated by the board."
Section 2. This act becomes effective July 1, 1999.

Page 2 House DRH8092




North Carolina General Assembly

Legislative Services Office George R. Hall, Legislative Services Officer
(919) 733-7044

Elaine W. Robinson, Director  Gerry F. Cohen, Director Thomas L. Covington, Director  Tony C. Goldman, Director Terrence D. Sullivan, Director

Administrative Division Bill Drafting Division Fiscal Research Division Information Systems Division =~ Research Division
Room 5, Legislative Building Suite 401, LOB Suite 619, LOB Suite 400, LOB Suite 545, LOB
16 W. Jones Street 300 N. Salisbury St. 300 N. Salisbury St. 300 N. Salisbury St. 300 N. Salisbury St.
Raleigh, NC 27603-5925 Raleigh, NC 27603-5925  Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925
(919) 733-7500 (919) 733-6660 (919) 733-4910 (919) 733-6834 (919) 733-2578
MEMORANDUM
TO: Mr. Jack Pruitt Mr. Mark V. Hartman
State Retirement Director Consulting Actuary
Department of State Treasurer 668 Link Road
Raleigh, N. C. 27603-1388 Lexington, N. C. 27295

FROM: Stanley Moores /A
. Fiscal Research Division

. DATE: April 12, 1999

SUBJECT: Actuarial Note Request Senate Bill 965

Re: Allows the fire marshal of each county to be eligible for membership in the
Firemen’s and Rescue Squad Workers’ Pension Fund if his sole duty is that of fire
marshal.

In accordance with North Carolina General Statute 120-114 and applicable Rules of the
North Carolina Senate and House of Representatives, please prepare or have prepared and
submit to us an actuarial note on the attached document. Please let us know if you have

any questions on this request.

cc: presentative Cole
epresentative Michaux; Chairman of the House Committee on Pensions and

Retirement

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER
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Short Title: Fire Marshals in Pension Fund. (Public)

Sponsors: Representative Cole.

Referred to:

A BILL TO BE ENTITLED
AN ACT TO INCLUDE FULL-TIME COUNTY FIRE MARSHALS IN THE
FIREMEN’S AND RESCUE SQUAD WORKERS’ PENSION FUND.
The General Assembly of North Carolina enacts:
Section 1. G.S. 58-86-25 reads as rewritten:
"§ 58-86-25. "Eligible firemen" defined; determination and certification of volunteers
meeting qualifications.

"Eligible firemen" shall mean all firemen of the State of North Carolina or any
political subdivision thereof, including those performing such functions in the
protection of life and property through fire fighting within a county or city
governmental unit and so certified to the Commissioner of Insurance by the
governing body thereof, and who belong to a bona fide fire department which, as
determined by the Commissioner, is classified as not less than class "9" or class "A"
and ."AA" departments in accordance with rating methods, schedules, classifications,
underwriting rules, bylaws or regulations effective or applied with respect to the
establishment of rates or premiums used or charged pursuant to Articles 36 or 40 of
this Chapter or by such other reasonable methods as the Commissioner may
determine, and which operates fire apparatus and equipment of the value of five
thousand dollars ($5,000) or more, and said fire department holds drills and meetings
not less than four hours monthly and said firemen attend at least 36 hours of all drills

and meetings in each calendar year. "Eligible firemen" shall also mean an employee
of a_county whose sole duty is to act as fire marshal of the county, provided the
board of county commissioners of that county certifies the fire marshal’s attendance

at no less than 36 hours of all drills and meetings in each calendar year. "Eligible
firemen" shall also mean those persons meeting the other qualifications of this
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section, not exceeding 25 volunteer firemen plus one additional volunteer fireman per
100 population in the area served by their respective departments. Each department
shall annually determine and report the names of those firemen meeting the eligibility
qualifications to its respective governing body, which upon determination of the
validity and accuracy of the qualification shall promptly certify the list to the board.
For the purposes of the preceding sentence, the governing body of a fire department
operated: by a county is the county board of commissioners; by a city is the city
council; by a sanitary district is the sanitary district board; by a corporation, whether
profit or nonprofit, is the corporation’s board of directors; and by any other entity is
that group designated by the board."
Section 2. This act becomes effective July 1, 1999.

Page 2 House DRH8092




1999 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative(s) Michaux for the Committee on Pensions and Retirement.

[] Committee Substitute for

S.B. 583 A BILL TO BE ENTITLED AN ACT TO AMEND THE LAW ESTABLISHING
THE CHARLOTTE FIREMEN'S RETIREMENT SYSTEM.

[X] With a favorable report.

[] With a favorable report and recommendation that the bill be re-referred to the Committee on
Appropriations [_] Finance [] 1

[] With a favorable report, as amended.

[] With a favorable report, as amended, and recommendation that the bill be re-referred to the
Committee on Appropriations[ ] Finance [_] - ‘

[J With a favorable report as to committee substitute bill (# ), [] which changes the title,
unfavorable as to (original bill) (Committee Substitute Bill # ), (and recommendation
that the committee substitute bill # ) be re-referred to the Committee on )

] With a favorable report as to House committee substitute bill (# ), (] which changes
the title, unfavorable as to Senate committee substitute bill.

[J With an unfavorable report.

(] With recommendation that the House concur.

[] With recommendation that the House do not concur.

[] With recommendatiqn that the House do not concur; request conferees.

[] With recommendation that the House concur; committee believes- bill to be material.
] With an unfavorable report, with a Minority Report attached.

[] Without prejudice.

[] With an indefinite postponement report.

[[] With an indefinite postponement report, with a Minority Report attached.

[] With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
2/24/99



SENATE BILL 583:
Charlotte Firefighters' Retirement

BILL ANALYSIS
Committee: House Pensions & Retirement Introduced by: Senator Rucho
Date: May 10, 1999 Summary by: Theresa Matula
Version: 2nd Edition Committee Staff
SUMMARY:

Senate Bill 583 amends and clarifies the Session Laws regarding the Charlotte Firemen’s
Retirement System.

BILL ANALYSIS:

Senate Bill 583 makes the following amendments to the Session Laws regarding the Charlotte Firemen’s
Retirement System: : .

Section 2 makes technical and clarifying amendments to the definitions section of the law.

Section 5 deletes language regarding reemployment by the Charlotte Fire Department before
January 1, 1959 and after December 31, 1958.

Section 7 allows Membership Service Credit for prior active military duty to be purchased upon
the completion of five years (previously thirteen years) of Membership Service.

Section 10 clarifies that members with less than five years of sérvice who terminate employment
shall receive only their contributions. The former Member shall not be entitled to any
contributions made by the City of Charlotte, or to any interest which has accrued on the
contributions.

Section 11 corrects the language to clarify that Members are vested with five years of service (ten
years prior to 1989).

Section 15 changes the age and Membership Service Credit requirements effective dates so that
effective July 1, 1989, one requirement is age 60 years or older and 5 or more, but fewer than 25
years of Membership Service Credit.

Section 17 replaces the benefit limit of 100% of final average compensation with the salary limits
imposed by Section 415 of the Internal Revenue Code.

Section 19 outlines the administration of disability pursuant to the Disability Regulations and
specifies that the Administrator shall request the Board of Trustees to conduct hearings on the
Applications for Disability Retirement in the Line of Duty. Members, or other person filing on the
Member’s behalf, may appeal from any order of the Board to the Superior Court of Mecklenburg
County. Additionally, the benefit for disability in the line-of-duty is increased to seventy-eight
percent (78%) or two and six-tenths percent (2.6%), from seventy two percent (72%) or two and
four tenths percent (2.4%), multiplied by his Membership Service Credit not to exceed the Final
Average Salary.
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Section 20 outlines that the Administrator shall request the Board of Trustees to conduct a hearing
on the Application for Disability Retirement not in the Line of Duty and that appeals from ant
order of the Board are to the Superior Court of Mecklenburg County. The monthly benefit that a
Member shall receive is increased from thirty-six (36%) plus 1.8% of service over ten years, to
thirty-nine percent (39%) of his Final Average Salary plus one and ninety-five hundredths percent
(1.95%).

Section 21 makes clarifying changes.

Section 23 specifies that a retiree shall receive a post retirement increase of 8.33% retroactive to
July 1, 1998.
Sections 25, 29, 30 make clarifying changes.

Section 32 specifies that a vacancy shall be deemed to have occurred if a Trustee or the Chairman
should fail to satisfy the classification requirements specified in the act.

Sections 24, 35 make clarifying changes.

Section 36 specifies that all fees and expenses in connection with the employment of a qualified
actuary to perform the annual evaluation of the Retirement System’s financial condition shall be
paid by the City of Charlotte. The Board of Trustees shall appoint a Medical Board to be
composed of one or more, previously three, physicians. Additionally the amendments specify that
the Board may employ separate legal counsel as it deems necessary and beneficial for the
operation of the System.

Section 37 allows the Chairman of the Board to appoint a Benefits Committee.
Sections 40, 46, 51 make clarifying amendments. ‘
This act becomes effective July 1, 1999.




GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 1999

SESSION LAW 1999-100
SENATE BILL 583

AN ACT TO AMEND THE LAW ESTABLISHING THE CHARLOTTE
FIREMEN’S RETIREMENT SYSTEM.

The General Assembly of North Carolina enacts:

Section 1. Section 1 of Chapter 830 of the 1991 Session Laws, as
amended by Chapter 171 of the 1995 Session Laws and Chapter 640 of the 1993
Session Laws, which rewrote Chapter 926 of the 1947 Session Laws, as amended,
reads as rewritten:
"Section 1. Chapter 926, 1947 Session Laws, as amended, is rewritten to read:

TITLE I. PREFACE.

Section 1. Introduction. The Charlotte Firemen’s Retirement System heretofore
established pursuant to the provisions of Chapter 926 of the 1947 Session Laws, as
amended, is hereby continued and shall hereafter be known as the Charlotte
Firefighters’ Retirement System. The purpose of the Charlotte Firefighters’
Retirement System shall be to provide retirement, disability and survivor benefits for
the uniformed employees of the Charlotte Fire Department who are entitled thereto
under the provisions of this act. This act shall be officially known and may be
referred to as the Charlotte Firefighters’ Retirement System Act.

Sec. 2. Definitions. The following words and phrases as used in this act shall have
the indicated meanings unless a different meaning is clearly required by the context.

(1)  ‘Accrued Benefit’ means the amount of monthly retirement
benefits earned by a Member computed, as of any date, on his
Final Average Salary and Membership Service Credit as of such
date. In no event shall the Accrued Benefit be less than the
Accrued Benefit as of June 30, 1986.

1a) ‘Act’ means Chapter 926 of the 1947 Session Laws. as amended.

2)  ‘Actuarial Equivalent’ means a benefit payable by the System that
is determined by the Actuary to be equal to the basic benefit
provided by the System based on the interest rate and the mortality
and other tables and assumptions adopted for such purposes by the
Board of Trustees. In no event shall any Actuarial Equivalent be
less than the corresponding Actuarial Equivalent as of June 30,
1987, based on the Accrued Benefit and the assumptions in effect
on that date.

(3)  ‘Actuarial Valuation’ or ‘Valuation’ means a determination of the
normal costs, actuarial accrued liability, actuarial value of assets
and related actuarial present values of the System performed by an
Actuary which are based on the characteristics of the System.
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(3a)

(4)
)

(6)

(7)

8)
8a)

(92)
(10)
(11)

Such characteristics include, but are not limited to, age, service,
salaries, and rate of turnover by death, disability, termination or
retirement.

‘Adjustment Factor’ means the cost of living adjustment factor
prescribed by the Secretary of the Treasury under section 415(d) of
the Code for years beginning after December 31, 1987, applied to
those items and in the manner the Secretary prescribes.

‘Armed Forces’ means the Armed Forces of the United States of
America.

‘Audit’ means an examination of the accounting records of the
System performed by a certified public accountant or certified
public accounting firm. Such examination is to determine if said
records are properly maintained and to make recommendations
and suggestions for better record-keeping and management.
‘Beneficiary’, ‘Designated Beneficiary’, or ‘Surviving Beneficiary’
means any person, or persons, who is in receipt of, or who is
designated in writing to receive, a retirement benefit or other
benefit as provided in this act.

‘Board of Trustees’, ‘Board’ or “Frusteer ‘Trustees’ means the
Board of Trustees of the Charlotte Firefighters’ Retirement System,
as specified in Section 29, or any individual Member thereof.

‘City’ means the City of Charlotte.

‘Code’ means the Internal Revenue Code of 1986, as amended.
‘Compensation’ means the remuneration earned by a Member for
services performed as an employee of the Charlotte Fire
Department and for which contributions are made to the System.
Compensation shall include compensation received during the
applicable period by the Member from the City for services
performed as an emplovee of the Charlotte Fire Department
during the taxable year ending with or within the Plan Year that is
required to be reported as wages on the Member’s Form W-2.
Compensation also includes compensation realized during the
applicable period that is not currently includable in the Member’s
gross income by reason of the application of sections 125, 401(k),
402(a)(8), 402 (h)(1)(B), 403(b), or 457 of the Code. For the
purpose of calculating a Member’s Final Average Salary, any lump
sum payments for which contributions were made to the System,
such as longevity pay and bonus payments, and received by said
Member within two consecutive years of Membership Service shall
be apportioned over the previous Membership Service for which
the payment(s) was earned.

‘Death Benefit Recipient’ means any person who is in receipt of
benefits payable as specified in Section 21.

‘Effective Date’ of this amended and restated act means July 1,
$989; 1999, unless otherwise specified herein.

‘Final Average Salary’ means the monthly average Compensation
received by a Member during any two consecutive years of
Membership Service which produces the highest average and is
contained within the Member’s last five years of Membership
Service. If a Member has less than two years of Membership
Service, his Final Average Salary shall mean the monthly average
Compensation for his total Membership Service. Effective July 1,
1989, if the Member’s monthly benefit, as calculated pursuant to
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(12)

(13)

(14)
(15)

(16)

(17)
(17a)

(18)
(19)
(20)

20a

21
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Section 17(a) of this act, exceeds one hundred percent (100%) of
his Final Average Salary, as defined by this subdivision, then ‘Final
Average Salary’ means the monthly average Compensation
received by a Member during any three consecutive years of
Membership Service during which the Member was an active
Member of the Retirement System and had the greatest aggregate
Compensation from the City. If a Member has fewer than three
years of Membership Service, his Final Average Salary shall mean
the monthly average Compensation for his total Membership
Service.

‘He’, ‘Him’, ‘His’, and any other pronouns and terms shall be used
when referring to both male and female Members and/or
Beneficiaries of this System, and vice versa.

‘Investment Fiduciary’ means any person, or persons, who
exercises any discretionary authority or control in the investment
of the System’s assets and/or renders investment advice for a fee to
the System.

‘Majority Vote’ means that number of votes which is more than
fifty percent (50%) of the System Members casting ballots.
‘Member’ means an employee of the Charlotte Fire Department
who is subject to the provisions of the Civil Service Act contained
in Chapter 333 of the 1969 Session Laws as amended, and, in
addition, shall include the chief of the fire department where the
chief was subject to the provisions of the Civil Service Act
immediately prior to being appointed fire chief, and any
probationary employee or officer of the fire department under the
Civil Service Act.

‘Membership Service Credit’ or ‘Membership Service’ means the
amount of service credited to a Member as provided in this act to
determine what, if any, benefits are due him.

‘Participant’ means any Member, Retiree, Beneficiary in receipt of
benefits or a former Member with a deferred Accrued Benefit.
‘Qualified Participant’ means a Participant who is in a defined
benefit plan that is maintained by a State or a political subdivision
thereof; and

. a. Who has at least 15 years of Membership Service Credit as a

full-time employee of any police department or fire
department that is organized and operated by the State or a
political subdivision, that maintains such a defined benefit
plan; or
b. Who is a member of the armed forces of the United States.
‘Retiree’ means any person who retires with a retirement benefit
payable by the System.
‘Retirement System’ or ‘System’ means the Charlotte Firefighters’
Retirement System.
‘Total Contributions’ means the sum of the amounts paid by or on
behalf of a Member and credited to his individual account by the
System.
‘Trustee’ means any individual member of the Board of Trustees
of the Charlotte Firefighters’ Retirement System, as specified in
Section 29 of this act.
‘Year,” ‘Plan Year,” or ‘Limitation Year’ means the twelve months
from July 1 through June 30.
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TITLE II. MEMBERSHIP SERVICE CREDIT.

Sec. 3. General. A Member of this Retirement System shall receive Membership
Service Credit for all periods of employment with the Charlotte Fire Department for
which contributions have been paid to, and not subsequently refunded by, the
Charlotte Firefighters’ Retirement System. In no case shall more than one year of
Membership Service Credit be credited a Member for any 12 calendar month period
of time. :

Sec. 4. Periods of Workers’ Compensation & Accident and Sickness, Family
Medical Leave Act, and Long-Term Disability Benefits. Membership Service Credit
shall be credited to a Member for any periods of workers’ compensation, accident
and sickness, Family Medical Leave Act, or long-term disability benefits for which
said Member contributes to the Charlotte Firefighters’ Retirement System an amount
equal to the Compensation the Member would have earned multiplied by the sum of
the then current social security contribution rate end plus five percent (5%). Such
contributions must be made within a 12 calendar month period from and after the
date the Member returns to employment with the Charlotte Fire Department and
prior to the Member’s termination of membership or retirement.

Sec. 5. Reinstatement of Membership Service Credit Previously Forfeited.
Membership Service Credit shall be credited for previous Membership Service for a
Member who is reemployed by the Charlotte Fire Department within five years of the
termination date of his previous employment, and provided the Member has not
received reimbursement of his Fetal—Centributiens contributions pursuant to the
provisions of this act. Hro— i

Sec. 6. Return from Active Military Duty. Membership Service Credit shall be
credited to any Member who entered the Armed Forces of the United States of
America during World War I, World War II, the Korean War, any period of national
emergency conditions, or entered the Armed Forces at any time through the
operation of the compulsory military service law of the United States of America,
upon the return to membership employment with the Charlotte Fire Department.
Such Membership Service Credit shall include the period of active military service
and any period after discharge or release from active duty from the Armed Forces for
which his reemployment rights are guaranteed by law unless otherwise specified in

this act.
Sec. 7. _ Purchase of Membership Service Credit fon; Prior Active Military Duty.

.......

. -

swek Effective July 1, 1999, Membership Service Credit forp_rior
active military duty may be purchased upon the completion of +3 five years of
Membership Service it ' ' '

; Credit by any Member who served on
active duty in the Armed Forces of the United States of America prior to his
employment with the Charlotte Fire Department. Such Membership Credit shall be
purchased by the Member before termination of membership or retirement. The
amount of Membership Service Credit te—be-eredited—te that may be purchased by a
Member will be equal to the actual active military duty by the Member not to exceed
five years and shall be credited upon the payment of the required contributions as
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determined by the Administrator, provided that the Membership Service to be so
credited shall not be credited in any other retirement system, except the national
guard or any reserve component of the Armed Forces of the United States. The
required contributions shall be an amount equal to the annualized Compensation rate
the Member earned when he first entered membership in the Retirement System,
multiplied by the sum of the Member and the City of Charlotte contribution rates in
effect at the time when he first entered membership in the Retirement System,
increased by five percent (5%) compounded per annum from the date of membership
to the date of the payment of the required contributions and multiplied by the
number of years and days of Membership Service to be credited.

Sec. 8. Accumulated Sick Leave and Vacation at Retirement. Membership Service
Credit shall be credited to a Member for the balance of any unpaid sick leave and/or
unpaid vacation at the time of his retirement, excluding any sick leave and/or
vacation that was converted to a qualified deferred compensation program as defined
by the City. Such Membership Service Credit shall be determined by the
Administrator and shall be proportional based on the normal work schedule of the
Member. Such Membership Service Credit cannot be used to meet the minimum
qualifications for a disability retirement benefit, vested benefit or early retirement
benefit, but may be used to meet the minimum qualifications for a service retirement
benefit.

Sec. 9. Determination by Board of Trustees. In any case of doubt as to the period
of Membership Service Credit to be so credited any Member, the Board of Trustees
shall have final pewer authority to determine such period.

TITLE IIIl. TERMINATION OF MEMBERSHIP.

Sec. 10. Members With Less Than Five Years of Membership Service Credit. (a)
If a Member with less than five years of Membership Service Credit with this
Retirement System shall cease employment with the Charlotte Fire Department,
whether voluntary or involuntary, said former Member shall thereupon cease
membership and shall be entitled to reimbursement of the Fetal-Contributions—made

i i - trg contributions made by the
Member. The former Member shall not be entitled to any contributions made on the
former Member’s behalf by the City of Charlotte under the provisions of Section 25
of this act witheut—interest: or to any interest which has accrued on his contributions
or_any contributions made on the Member’s behalf. A former Member desiring
reimbursement of said contributions must complete and file the form ‘Application for
Refund of Accumulated Contributions’ with the Administrator within five years of
the termination date of his employment. Should a former Member fail to complete
and file said form with the Administrator within such five years, the former Member
shall receive reimbursement of said eentributions: contributions as provided in this
act.

(b) If such a former Member dies within five years after terminating his
employment prior to receiving reimbursement of contributions pursuant to subsection
(a) of this section, his Designated Beneficiary(s) on file with the Retirement System
or his personal representative in the absence of any Designated Beneficiary, may
apply for reimbursement of contributions pursuant to subsection (a) of this section
and must file such application with the Administrator within five years of the date of
death of the former Member or the funds will be paid to the Designated Beneficiary,
if living, or otherwise to the former Member’s estate.

Sec. 11. Members With Five or More Years of Membership Service Credit. (a)
Effective July 1, 8 Hh—ten-er—more—years—e bership—Serviee

..............
A - -
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; 1989, if a Member with five or more years of Membership Servi_ce
Credit with this Retirement System ceases employment with the Charlotte Fire
Department, whether voluntarily or involuntarily, the Member shall receive his
Accrued Benefit and defer this benefit until the Participant reaches 60 years of age.
The Accrued Benefit shall be calculated pursuant to the provisions of Sections 15 and
17 of this act in effect on the last day of work by said Participant. If such Participant
dies before applying for his deferred benefits and attaining age 60 years,
reimbursement of the Participant’s contributions may be accomplished in the same
manner and in all respects as in Section 10 of this act. _

(b) As an alternative to the provisions of subsection (a) of this section, if a
Member with five or more years of Membership Service Credit with this Retirement
System shall cease employment with the Charlotte Fire Department, whether
voluntary or involuntary, said Member shall thereupon cease membership and may
elect to receive reimbursement of his contributions in the same manner and in all
respects as in Section 10 of this act.

Sec. 12, Failure to Return From Active Military Duty. Should any Member of
this Retirement System who entered the Armed Forces of the United States of
America pursuant to the provisions of Section 6 of this act fail to return to
employment with the Charlotte Fire Department within the period for which his
reemployment rights are guaranteed by law, said Member shall thereupon cease
membership and shall be entitled to a deferred benefit or reimbursement of his
contributions in the same manner and in all respects as provided for in Section 10 or
11 of this act, whichever is applicable.

Such former Member shall not receive Membership Service Credit for the period
of active military duty or any period after discharge or release from active duty from
the Armed Forces for which his reemployment rights had been guaranteed by law.

Sec. 13. Repealed by Section 7 of Chapter 248 of the 1989 Session Laws.

Sec. 13.1. Direct Rollover of Eligible Rollover Distributions. (a) This Section
applies to distributions made on or after January 1, 1993. Notwithstanding any
provision of the plan to the contrary that would otherwise limit a distributee’s
election under this Section, a distributee may elect, at the time and in the manner
prescribed by the plan administrator, to have any portion of an eligible rollover
distribution paid directly to an eligible retirement plan specified by the distributee in
a direct rollover.

(b) Definitions.

(1)  Eligible rollover distribution. An eligible rollover distribution is
any distribution of all or any portion of the balance to the credit of
the distributee, except that an eligible rollover distribution does
not include: any distribution that is one of a series of substantially
equal periodic payments (not less frequently than annually) made
for the life (or life expectancy) of the distributee or the joint lives
(or joint life expectancies) of the distributee and the distributee’s
designated beneficiary, or for a specified period of 10 years or
more; any distribution to the extent such distribution is required
under section 401(a)(9) of the Code; and the portion of any
distribution that is not includable in gross income (determined
without regard to the exclusion for net unrealized appreciation
with respect to employer securities).

(2)  Eligible retirement plan. An eligible retirement plan is an

individual retirement account described in section 408(a) of the
Code, an individual retirement annuity described in section 408(b)
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of the Code, an annuity plan described in section 403(a) of the
Code, or a qualified trust described in section 401(a) of the Code,
that accepts the distributee’s eligible rollover distribution.
However, in the case of an eligible rollover distribution to the
surviving spouse, an eligible retirement plan is an individual
retirement account or individual retirement annuity.

(3) Distributee. A distributee includes an employee or former
employee. In addition, the employee’s or former employee’s
surviving spouse and the employee’s or former employee’s spouse
or former spouse who is the alternate payee under a qualified
domestic relations order, as defined in section 414(p) of the Code,
are distributees with regard to the interest of the spouse or former
spouse.

(4) Direct rollover. A direct rollover is a payment by the plan to the
eligible retirement plan specified by the distributee.

Sec. 14. Retirement of Member. Upon his retirement pursuant to the provisions of
this act, a Member shall thereupon cease membership in the Charlotte Firefighters’
Retirement System.

TITLE IV. BENEFITS

Sec. 15. Service Retirement. A Member may upon written application through
the Administrator to the Board of Trustees set forth an effective date of not less than
30 days nor more than 90 days subsequent to the execution and filiag thereof that he
desires to be retired, provided that he has attained the age and acquired the required
Membership Service Credit and has been approved by the Board:

(1)  The age and Membership Service Credit requirements for service
retirement are as follows:

a. Any age and 30 or more years of Membership Service
Credit;
b. Age 50 years or older and 25 or more, but less than 30 years

of Membership Service Credit; or

C. Effective July 1, 1986;-age-60-years-or-olderand10-ormere;

; 1989, age 60 years or older and S or more,
but fewer than 25 years of Membership Service Credit.
(2) Upon a Member’s service retirement, he shall be paid a benefit as
provided in Section 17 of this act.
Sec. 16. Repealed by Section 9 of Chapter 248 of the 1989 Session Laws.
Sec. 17. (a) Effective July 1, 1986; 1998, upon retlrement pursuant to the
provisions of Seettons or—16,—6 sl o . et

thlS act, a Member shall receive a monthly beneﬁt equal to two and six-tenths percent
(2.6%) of his Final Average Salary multiplied by his Membership Service Credit, not

to exceed eﬁe-htmdfed—pefeeﬁf—(-}ge%-)—ef the Final Average Sa-}&f-y—b&t—&eHess—&ra-n
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- Salary limits imposed by section 415 of the Internal
Revenue Code, as amended, but not less than nine hundred two dollars and seventy-

five cents ($902.75). The benefit payable pursuant to this subsection shall be referred
to as the basic benefit.

(b) Prior to his retirement, but not thereafter, a Member may elect to receive an
Actuarial Equivalent, computed as of the effective date of his retirement, of his basic
benefit from subsection (a) of this section in a reduced monthly amount payable
throughout his life, and nominate a Beneficiary in accordance with the provisions of
option 1, 2, 3, 4, 5 or 6 as set forth below. Actuarial Equivalent for all Members
retiring prior to July 1, 1987, shall be computed in accordance with the Group
Annuity Table for 1951 with interest at four percent (4%). Actuarial Equivalent for
all Members retiring after June 30, 1987, shall be computed in accordance with the
Unisex Mortality Table for 1984 set forward one year in age with interest at six
percent (6%). If a Member does not have an option election in force at the time of
his retirement, his monthly benefit shall be paid as the basic benefit.

(¢) Option 1. Benefit for 10 Years Certain and Life Thereafter. A Retiree shall
receive a reduced basic benefit payable monthly throughout his life with the
provision that if he dies before he has received 120 monthly payments, the payments
will continue for the remainder of the 120-month period to such Beneficiary, if living,
as the Retiree shall have nominated by written designation duly executed and filed
with the Board of Trustees.

(d) Option 2. 100% Joint and Survivor Benefit. A Retiree shall receive a
reduced basic benefit payable monthly throughout his life and upon his death his
reduced monthly benefit shall continue throughout the life of such Beneficiary, if
living, as the Retiree shall have nominated by written designation duly executed and
filed with the Board of Frustees: Trustees prior to retirement but not thereafter.

(e) Option 3. 75% Joint and Survivor Benefit. A Retiree shall receive a reduced
basic benefit payable monthly throughout his life and upon his death seventy-five
percent (75%) of his reduced monthly benefit shall continue throughout the life of
such Beneficiary, if living, as the Retiree shall have nominated by written designation
duly executed and filed with the Board of Frustees: Trustees prior to retirement but
not thereafter.

(f) Option 4. 66 2/3% Joint and Survivor Benefit. A Retiree shall receive a
reduced basic benefit payable monthly throughout his life and upon his death sixty-
six and two-thirds percent (66 2/3%) of his reduced monthly benefit shall continue
throughout the life of such Beneficiary, if living, as the Retiree shall have nominated
by written designation duly executed and filed with the Board of Frustees: Trustees
prior to retirement but not thereafter.

(g) Option 5. 50% Joint and Survivor Benefit. A Retiree shall receive a reduced
basic benefit payable monthly throughout his life and upon his death fifty percent
(50%) of his reduced monthly benefit shall continue throughout the life of such
Beneficiary, if living, as the Retiree shall have nominated by written designation duly
executed and filed with the Board of Frustees- Trustees prior to retirement but not
thereafter.

(h) Option 6. A Retiree may elect any of Options 2 through S with the added
provision that in the event the Designated Beneficiary predeceases the Retiree, the
monthly benefit payable to the Retiree after the Beneficiary’s death shall be equal to
the basic benefit. Such election will result in a benefit that is further reduced than
the corresponding benefit payable under Options 2 through 5 if this Option 6 has not
been elected. The intent of this additional reduction is to support the additional cost
of this election.

(i) In the event that a Retiree who named his spouse as Beneficiary in accordance
with the provisions of Options 1 through 6 and shall subsequently become divorced
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from the named Beneficiary, the Retiree may then elect a life annuity which shall be
the Actuarial Equivalent of the value of all future benefit payments under the option
then in effect upon written request to the Board of Trustees provided such request is
not inconsistent with the terms of the divorce decree. It is the Retiree’s responsibility
to provide all pertinent documentation.

Sec. 18. Early Retirement. A Member may upon written application through the
Administrator to the Board of Trustees set forth an effective date of not less than 30
days nor more than 90 days subsequent to the execution and filing thereof that he
desires to be retired, provided that he has acquired 25 or more, but less than 30 years
of Membership Service Credit and is less than age 50 years. Upon a Member’s early
retirement, he shall receive a benefit as provided in Section 17, except such benefit
shall be reduced by twenty-five one-hundredths of one percent (.25%) for each whole
month the early retirement date precedes the Member’s attainment of age 50 years.

Sec. 19. Disability Retirement in the Line of Duty.

(a) An ‘Application for Disability Retirement in the Line of Duty’ shall be filed by
the Member or his department head with the Administrator, provided that the
Member has applied for and been granted workers’ compensation benefits on account
of this disability.

(b) An ‘Application for Disability Retirement in the Line of Duty’ shall be
administered pursuant to rutes—end-regutations the Disability Regulations adopted by
the Board of Trustees from time to time and approved by the City of Charlotte and
administered in a uniform and nondiscriminatory manner. The Administrator shall
request the Board of Trustees to conduct a hearing on the Application for Disability
Retirement in the Line of Duty pursuant to the provisions of the Disability
Regulations. The Member or any person filing on the Member’s behalf or the
Administrator may appeal from any order of the Board to the Superior Court of
Mecklenburg County, within 10 days of the order. The appeal to the Superior Court

shall be upon the record of the proceeding before the Board at the hearing.

a—Membe hall-recetve-atmonthly-benef H-equat-te the gre
: O two—trad enths—pereent{2-4%) seventy-eight percent (78%) or
two_and six-tenths percent (2.6%) multiplied by his Membership Serviee—ot—his
Service Credit, not to exceed the Final Average ;
pereent{1+009)-of-his-Final-Average-Satary; Salary limits imposed by section 415 of
the Internal Revenue Code, as amended, but not less than five—hundred—doHars
nine_hundred two dollars and seventy-five cents ($902.75) per month,
Effective July 1, 1988, prior to his retirement pursuant to the provisions of this
Section, but not thereafter, a Member may elect to receive an Actuarial Equivalent,
computed as of the effective date of his retirement, of his monthly amount payable
throughout his life, and nominate a Beneficiary in accordance with the provisions of
the Option 5, Fifty Percent (50%) Joint and Survivor Benefit, as set forth in
subsection (g) of Section 17. The Actuarial Equivalent for all Members retiring
pursuant to this Section shall be computed in accordance with the Unisex Mortality
Table for 1984 set forward one year in age, with interest at six percent (6%).
Benefits payable under this Section shall be effective on the date of approval by the
Board of Trustees or upon exhaustion of workers’ compensation benefits, whichever
is later. Also, disability retirement benefits payable under this Section may be
adjusted by the disability retirement regulations adopted pursuant to the requirements
contained in subsection (b) of this Section. A Retiree receiving disability retirement
benefits shall revert to a service retirement as specified in Section 15 and shall
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receive the greater of such disability retirement benefits or his Accrued Benefit as
determined as of the last date of active employment with the Charlotte Fire
Department at such time as the Retiree’s attained age and Membership Service
Credit meet the requirements for a service retirement.

Sec. 20. Disability Retirement not in the Line of Duty.

(a) An ‘Application for Disability Retirement not in the Line of Duty’ shall be
filed by a Member or his department head with the Administrator, provided that the
Member has 10 or more years of Membership Service Credit and has applied for and
been granted accident and sickness benefits on account of the disability.

(b) An ‘Application for Disability Retirement not in the Line of Duty’ shall be
administered pursuant to rules and regulations adopted by the Board of Trustees
from time to time and approved by the City of Charlotte and administered in a
uniform and nondiscriminatory manner. The Administrator shall request the Board
of Trustees to conduct a hearing on the Application for Disability Retirement not in
the Line of Duty pursuant to the provisions of the Disability Regulations. The
Member or_any person filing on the Member’s behalf or the Administrator may
appeal from any order of the Board to the Superior Court of Mecklenburg County by
giving notice of appeal, in writing, to the Superior Court, within 10 days of the order.
The appeal to the Superior Court shall be upon the record of the proceeding before
the Board at the hearing.

(c) Effective July 1, $986; 1999, upon retirement pursuant to the provisions of this
section, a Member shall receive a monthly benefit equal to th :
thirty-nine percent (39%) of his Final Average Salary, plus

: one and ninety-five hundredths percent (1.95%) of his Final Average
Salary multiplied by the Membership Service Credit in excess of 10 years, not to
exceed ts—F+

$500-00) the Final Average Salary limits imposed by section 415
of the Internal Revenue Code, as amended, but not less than nine hundred two
dollars and seventy-five cents (8902.75) per month. Effective July 1, 1988, prior to
his retirement pursuant to the provisions of this section, but not thereafter, a Member
may elect to receive an Actuarial Equivalent, computed as of the effective date of his
retirement, of his monthly amount payable throughout his life, and nominate a
Beneficiary in accordance with the provisions of the Option 5, Fifty Percent (50%)
Joint and Survivor Benefit, as set forth in subsection (g) of Section 17. The Actuarial
Equivalent for all Members retiring pursuant to this section shall be computed in
accordance with the Unisex Mortality Table for 1984 set forward one year in age,
with interest at six percent (6%). Benefits payable under this section shall be
effective on the date of approval by the Board of Trustees. Also, disability retirement
benefits payable under this Section may be adjusted by the disability retirement
regulations adopted pursuant to the requirements contained in subsection (b) of this
Section. A Retiree receiving disability retirement benefits shall revert to a service
retirement as specified in Section 15 and shall receive the greater of such disability
retirement benefits or his Accrued Benefit as determined as of the last date of active
employment with the Charlotte Fire Department at such time as the Retiree’s
attained age and Membership Service Credit meet the requirements for a service
retirement.

Sec. 21. (a) In the event of the death of any Member of the System prior to his
effective date of retirement pursuant to the provisions of Sections 15, 16, 18, 19, or 20
of this act, his Designated Beneficiary(s) on file with the Retirement System, or his
personal representative in the absence of any Designated Beneficiary, shall be entitled
to reimbursement of the Total Contributions by him or on his behalf and

contributions by City of Charlotte to the Systern; System on his behalf; plus, two and
five-tenths percent (2.5%) interest compounded annually on the contribution balance
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at the beginning of each Plan Year in which the Participant contributed or in which
contributions were made on his behalf. However, the two and five-tenths percent
(2.5%) interest shall not apply to death benefits occurring before July 1, 1986. Such
Beneficiary(s) or personal representative must complete and file the form
‘Application for Survivor Death Benefits’ with the Administrator to receive
reimbursement. As an option, a Beneficiary may elect to receive an annuity equal to
and in lieu of a lump sum distribution by so designating on the above form. Effective
July 1, 1989, as an option, a surviving spouse of a deceased Member who was eligible
for a service or early retirement benefit on the date preceding death may elect to
receive an Actuarial Equivalent computed as of the date preceding death in the same
manner as if the deceased member had retired and elected a reduced monthly
amount payable throughout his life, and nominated the surviving spouse as his
beneficiary in accordance with the provisions of Option 4, Sixty-Six and Two-Thirds
Percent (66 2/3%) Joint and Survivor benefit, as set forth in subsection (f) of Section
17. The Actuarial Equivalent for all benefits payable pursuant to this section shall be
computed in accordance with the Unisex Mortality Table for 1984 set forward one
year in age, with interest at six percent (6%).

(b) In the event of the death of a Retiree of this System before he has received
monthly benefit payments equal to the present value on the effective date of
retirement of the Total Contributions by him or on his behalf and contributions by
the City of Charlotte to the Systes; System on his behalf; plus, two and five-tenths
percent (2.5%) interest compounded annually on the contribution balance at the
beginning of each Plan Year in which the Participant contributed or in which
contributions were made on his behalf and provided a monthly benefit is not payable
in accordance with Section 17, the Designated Beneficiary(s) or estate of the retiree
shall be entitled to an amount equal to the difference between such contributions,
plus interest, and the sum of the monthly benefit payments received by the retiree.
However, the two and five-tenths percent (2.5%) interest shall not apply to death
benefits occurring before July 1, 1986. Such Beneficiary(s) or personal representative
must complete and file the form ‘Application for Survivor Death Benefits’ with the
Administrator to receive reimbursement.

Sec. 22. Coordination of Benefits. The Board of Trustees shall reduce the amount
of any benefits payable under the provisions of this section by any amount of benefits
being concurrently paid to a Retiree by or on behalf of the City of Charlotte.

Sec. 23. Post-Retirement Adjustments.

(a) The retirement benefits payable to a Retiree pursuant to the provisions of this
act may be adjusted at the discretion of the Board of Trustees based upon the
prevailing economic and funding conditions. Such adjustment shall not be paid until
such adjustment is ratified by the City of Charlotte.

(b) Effective July 1, 1989, the Board of Trustees shall make an annual bonus
payment in the month of January following an annual actuarial valuation when the
actuary determines that the actual payroll contributions exceed the required
contributions adjusted for any actuarial gains and losses that may have occurred
during the preceding year. The lesser of fifty percent (50%) of the excess amount
determined by the actuary or the aggregate monthly benefit of the Retirees eligible
for the bonus shall be distributed. A Retiree who has been retired for at least one
year as of December 31, preceding distribution of the bonus, shall receive a bonus
that is determined by the Administrator as proportional of the Retiree’s monthly
benefit to the aggregate monthly benefits of all Retirees eligible for the bonus.

(b1) Effective July 1, 1998, a Member who retired prior to July 1, 1989, shall
receive an_adjustment to the annual benefit equivalent to eight and thirty-three one
hundredths percent (8.33%), which shall result in a monthly benefit of not less than
nine hundred two dollars and seventy-five cents ($902.75) per month. Effective Jul

Senate Bill 583 Page 11



1, 1998, a Member who retired pursuant to a disability retirement after July 1. 1989,

shall receive an adjustment to the annual benefit equivalent to eight and thirty-three
one hundredths percent (8.33%) through July 1, 1999, which shall result in a monthly

benefit of not less than nine hundred two dollars and seventy-five cents ($902.75) per
month.

(c) Effective July 1, 1994, the provisions of this section shall apply to surviving
beneficiaries and death benefit recipients receiving benefits from the Charlotte
Firefighters’ Retirement System.

TITLE V. METHOD OF FINANCING.

Sec. 24. Member Contributions. Each Member shall contribute to the Charlotte
Firefighters’ Retirement System and the City of Charlotte shall cause to be deducted
from each and every payroll of such Member, an amount equal to the Member’s
Compensation multiplied by the sum of the then current social security contribution
rate and plus five percent (5%).

Notwithstanding any provision of this act to the contrary, effective July 1, 1983, the
City of Charlotte, as an employer, pursuant to the provisions of Section 414(h)(2) of
the Internal Revenue Code of 1986, as amended from time to time, may elect to pick
up and pay the contributions that would be payable by the Members of the
Retirement System under this section with respect to the service of the Members after
June 30, 1983.

The Members’ contributions picked up by the City of Charlotte shall be designated
for all purposes of the Retirement System as Member contributions, except for the
determination of tax upon a distribution from the Retirement System. These
contributions shall be credited to the fund created by this act accumulated within the
fund in a Member’s account that shall be separately established for the purpose of
accounting for picked-up contributions. Member contributions picked up by the City
of Charlotte shall be payable from the same source of funds used for the payment of
Compensation to a Member. A deduction shall be made from a Member’s
Compensation equal to the amount of his contributions picked up by the City of
Charlotte. This deduction, however, shall not reduce his Compensation for purposes
of the Retirement System. Picked-up contributions shall be transmitted to the
Retirement System.

Sec. 25. City of Charlotte Contributions. (a) The City of Charlotte shall
contribute to the Charlotte Firefighters’ Retirement System an amount equal to the
Member’s Compensation multiplied by the sum of the then current social security
contribution rate and plus five percent (5%), for each and every payroll of such
Member.

(b) Should any Member of this Retirement System enter the Armed Forces of the
United States of America, the City of Charlotte shall contribute to the Charlotte
Firefighters’ Retirement System for each and every payroll an amount equal to the
Compensation such Member would have earned based upon the last pay grade with
the Fire Department multiplied by the contribution rate established pursuant to
subsection (as) of this section for a period not to exceed the lesser of the Member’s
actual period of active military duty or five years. '

(c) Should any Member of the Retirement System enter the Armed Forces of the
United States of America, upon approval by the City Council, the City of Charlotte
by and on behalf of such Member may contribute an amount equal to, but not to
exceed, the Compensation such Member would have earned based upon the last pay
grade with the Fire Department multiplied by the contribution rate established
pursuant to Section 24 of this act. Any contributions by and on behalf of such
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Member shall inure to the benefit of such Member as though made by such Member
under the provisions of this act unless otherwise specified in this act.

(c1) Should any Member of the Retirement System contribute an amount pursuant
to Section 4 for the purpose of receiving Membership Service Credit for any period
of benefits under the federal Family Medical Leave Act, the City of Charlotte shall
contribute to the Charlotte Firefighters’ Retirement System an amount equal to the
Compensation that Member would have earned multiplied by the then current social
security contribution rate and plus five percent (5%).

(d) In addition thereto, the City Council may, within its discretion and upon the
recommendation of the Board of Trustees, appropriate funds necessary to provide a
cost of living increase to the Retirees of the System.

Sec. 26. Other. Any other contributions by or on the behalf of any Member or
the City of Charlotte pursuant to the provisions of this act, shall be received by the
Charlotte Firefighters’ Retirement System.

TITLE VI. ADMINISTRATION BY BOARD OF TRUSTEES.

Sec. 27. General. The Board of Trustees heretofore established is hereby
continued. The general administration, management and responsibility for the proper
operation of the Retirement System and for construing and making effective the
provisions of this act are vested in the Board of Trustees.

Sec. 28. Body Politic and Corporate. The Board of Trustees shall be a body
politic and corporate under the name of the Board of Trustees of the Charlotte
Firefighters’ Retirement System and as a body politic and corporate shall have the
right to sue and be sued, shall have perpetual succession and a common seal, and in
said corporate name shall be able and capable in law to take, receive, demand and
possess all kinds of property hereinafter specified, and to bargain, sell, grant, transfer
or dispose of all such property as it may lawfully acquire. All such property owned
or acquired by said body politic and corporate shall be exempt from all taxes
imposed by the State or any political subdivision thereof, specifically, but not limited
to, income, license, machinery, franchise and sales taxes. In addition, the Board of
Trustees as a body politic and corporate may purchase and maintain such insurance
policy or policies as may be necessary for the protection of the System, the System’s
assets, and trustees for acts performed by them as trustees, excluding malfeasance.
All expenses for the purchase or maintenance of insurance shall be borne by the
System.

ySec. 29. Board of Trustees. (a) The Board of Trustees shall consist of 11 Trustees,
as follows: (i) City Manager, or some other City department head or employee as
duly designated by the City Manager; (ii) City Finance Director, or a deputy finance
director as duly designated by the City Finance Director; (iii) City Treasurer; (iv) a
Chairman of the Board and three Trustees to represent the public and who are
residents of Mecklenburg County and who are appointed by the Resident Judge of
the Superior Court of Mecklenburg County and who shall hold office for a period of
three years or until their successor shall have been appointed and been qualified; (v)
three Members of the Retirement System—te System, each of whom shall be elected
by a vote of the Members of the Retirement System for a term of three years,
pursuant to the Charlotte Firefighters’ Retirement System Election Regulation; and
(vi) one Retiree of the Retirement System to be elected by a majority vote of the
retirees of the Retirement System for a term of three years, pursuant to the Charlotte
Firefighters’ Retirement System Election Regulation. The terms of office for elected
Member Trustees and, effective July 1, 1989, for appointed Trustees, shall be
graduated so that : no more than three Trustees’ terms shall
expire each year. Any Member shall be eligible to succeed himself as a Trustee.
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(b) Conflict of Interest. No trustee, chairman, or other officer or employee of the
Charlotte Firefighters’ Retirement System shall directly or indirectly become an
independent contractor for work done by, or on behalf of, the System, or become
directly or indirectly financially interested in, or receive profits from any purchase,
contract, or association by or with the System.

Sec. 30. Election of Member Trustees. The elections of the Member Trustees as
provided for in Seetter—29(+} Subsection 29(a) and the Retiree Trustee as provided
for in Seetten—29-(vi} Subsection 29(a) shall be administered in accordance with rules
and regulations adopted by the Board of Trustees from time to time.

Sec. 31. Oath of Office. An oath of office shall be administered to the Chairman
of the Board and each Trustee prior to their assumption of duties with the Board of
Trustees. The oath of office shall be administered by the Mayor only after the
Trustee having first qualified and within 10 days after having been appointed or
elected. The Chairman of the Board and each Trustee shall swear to diligently and
honestly administer the affairs of said Board and that he will not knowingly violate or
willfully permit to be violated any of the provisions of the law applicable to the
Retirement System. Such oath of office shall be subscribed to by the Member making
it, and certified by the officer by whom it is taken, and immediately filed in the office
of the City Clerk.

Sec. 32. Vacancy on Board of Trustees. A vacancy on the Board of Trustees shall
be deemed to have occurred for any or all of the following reasons:

(a) In the event that an elected Trustee of the Board shall make application for
benefits under this act he shall first submit a written notice to the Chairman of the
Board disqualifying himself from his trusteeship.

(b) A vacancy shall be deemed to have occurred if a Trustee or the Chairman
fails to attend any three consecutive meetings of the Board without prior notification
unless excused for cause by the Trustees attending said meetings.

(¢) A vacancy shall be deemed to have occurred if a Trustee or the Chairman
should die.

(c1) A vacancy shall be deemed to have occurred if a Trustee or the Chairman
should fail to satisfy the classification requirements in Subsection 29(a) of this act.

(d) If a Trustee shall deem himself incapable of fulfilling his Board obligations for
any reason or if any condition exists that renders the Trustee disqualified, the Trustee
shall submit a written notice to the Chairman disqualifying himself from his
trusteeship. If the Chairman shall deem himself to be disqualified for any of the
foregoing reasons, he shall submit written notice to the Resident Judge of the
Superior Court of Mecklenburg County.

(e) If a vacancy shall occur pursuant to the provisions of subsections (a) through
(d) of this section, the vacancy shall be filled within 90 davs after the date of the
vacancy, for the unexpired portion of the term, for the same classification and in the
same manner as the position was previously filled.

Sec. 33. Compensation of Trustees. The members of the Board of Trustees of the
Charlotte Firefighters’ Retirement System shall serve without compensation, but shall
be reimbursed for all reasonable and necessary expenses incurred through service
upon said Board.

Sec. 34. Officers of System. (a) The Chairman of the Board, named pursuant to
the provisions of Seetten—20(v) Subsection 29(a) of this act, shall preside at all
meetings that he is in attendance.

(b) At its first regular meeting each year, the Board shall elect from its
membership: (1) A Vice Chairman, who shall preside at any meeting that the
Chairman is absent; and (2) A Secretary of the Board, who shall be responsible for
the recording and certifying of the record of proceedings.
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(c) The City Treasurer shall be the Treasurer of the Retirement System and shall
be custodian of its assets. -

Sec. 35. Meetings. (a) The Board of Trustees shall conduct its business at
meetings that conform with the ‘Open Meetings Law,” Article 33C of Chapter 143 of
the General Statutes, G.S. 143-318.9 through &5—343-31848- G.S. 143-318.18, as
amended.

(al) The Board of Trustees shall hold meetings regularly, at least one in each
calendar quarter, and shall designate the time and place thereof. The first regular
meeting in each Plan Year shall be held on the fourth Thursday of the month of July.

(b) The Chairman or, in the absence of the Chairman, the Vice Chairman may
hold ‘a special meeting and/or an emergency meeting at his discretion. Additionally,
upon the written request of two members of the Board of Trustees, the Chairman
shall call a special meeting of the Board.

When a special meeting is called, the Administrator shall insure that notice is
given to each trustee either in person or by first class mail to the address of record on
file with the Administrator. Such notice shall include the purpose of the meeting and
designate the time, date and place thereof. The Chairman or Vice Chairman shall
insure that the business of the special meeting be limited to the purpose as set forth
in the notice.

When an emergency meeting is called, the Administrator shall attempt to notify
each Trustee by telephone to the telephone number on file with the Administrator.

(c) Each Trustee shall be entitled to one vote on each motion presented to the
Board of Trustees. The Chairman shall only vote in case of a tie or in such case as to
create a quertmofvoting: quorum. Six attending Trustees, including the Chairman,
shall constitute a quorum at any meeting of the Board and at least six affirmative
votes shall be necessary for a decision by the Trustees at any meeting of said Board.
Prior to any discussion of a specific agenda item for which a Trustee or the Chairman
deems himself to have a conflict of interest, or at such point during discussion that he
determines himself to have a conflict of interest, the memberef-the-Beard Trustee or
Chairman shall thereupon make such conflict known to the Board and the Board
shall inquire into the nature of the conflict and make a determination whether a
conflict of interest exists and if the Beard—member—should Trustee or Chairman
participate in the discussion and vote on the agenda item.

(d) The Board of Trustees through the Secretary shall cause to be kept a record of
all of its proceedings which shall be open to public inspection.

Sec. 36. Employment of Professional Services. (a) The Board of Trustees shall
have the authority to employ and/or utilize professional and secretarial services and
to purchase and maintain such property, equipment and supplies as are deemed
necessary for the proper operation of the System. All expenses, fees and/or retainers
for the employment of services shall be borne by the System with the singular
exception of the employment of the Actuary. All fees and expenses in connection
with the employment of a qualified actuary to perform the annual evaluation of the
Retirement System’s financial condition shall be paid by the City of Charlotte.

(al) Actuary. The Board of Trustees shall annually request the City to employ a
qualified Actuary to perform such studies and evaluations of the Charlotte
Firefighters” Retirement System as may be necessary and/or desirable by the Board or
City in connection with the administration of the System. Within the meaning of this
subsection, a qualified Actuary shall be an Actuary who has been enrolled by the
Joint Board for the Enrollment of Actuaries and shall be an associate, member, or
fellow of the conference of Actuaries in Public Practice or a member of the American
Academy of Actuaries.

(b) Medical Board. The Board of Trustees shall appoint a Medical Board to be
composed of three one or more physicians to serve at the pleasure of the Board. The
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Medical Board shall arrange for and evaluate all medical examinations required
under provisions of this act. The Medical Board shall also investigate and evaluate
all medical evidence, statements, and certificates submitted by and on behalf of a
Member in connection with an application for disability retirement. The Medical
Board shall render its conclusions and recommendations in writing to the Board of
Trustees in accordance with the provisions of this act. ‘

(c) Legal Counsel. The City attorney and staff shall be the legal advisor to the
Board of Trustees. The Board may employ separate legal counsel as it deems
necessary and beneficial for the operation of the System.

(d) Auditor. The Board of Trustees shall appoint an Auditor who shall be a
certified public accountant. . _

(e) Administrator. The Board of Trustees shall have the authority to appoint an
Administrator who shall be responsible for the administration and coordination of all
System operations and activities that are not otherwise specified in this act. Such
administration shall be in accordance with rules and regulations of this act and the
policy and direction of the Board. In the absence of an Administrator, the Secretary
of the Board as specified in Section 34(b)(2) shall be responsible for the coordination
of Board meetings and providing proper notice of such meetings. . '

(f) Insurance. The Board of Trustees may purchase and maintain that insurance
coverage necessary for the proper operation of the System, including worker’s
compensation, fidelity insurance, and officers’ and employees’ liability coverage. All
expenses incurred in purchasing or maintaining this coverage, including fees, and
retainers, shall be borne by the System.

Sec. 37. Committees. The Chairman of the Board shall appoint an Investment
Committee and a_Benefits Committee and shall have the authority to appoint such
other committees of the Board as deemed appropriate.

Sec. 38. Authority of Board of Trustees to Recommend Changes to the Retirement
System. The Board of Trustees shall have the authority to recommend to the City
changes to the Retirement System. All recommendations for changes must be
actuarially sound and must take into account the interest of all Participants in the
System.

Sec. 39. Authority of City of Charlotte to Make Changes with Respect to the
Retirement System. Upon the recommendation of the Board of Trustees as provided
in Section 38 of this act, the City may, within its discretion, increase or decrease the
rate of contribution of the Members of the System and the City of Charlotte as may
be necessary for the proper operation of the Retirement System. Provided, however,
that no change shall reduce benefits being paid to Retirees of the System.

The City may deviate from the provisions of this act to the extent necessary to
make any changes in the Svstem required by the Internal Revenue Service prior to its
issuing a favorable determination letter under Section 401(a) and Section 501(a) of
the Internal Revenue Code of 1986, as amended from time to time, and as required
by the Internal Revenue Service to maintain the qualified status of the Retirement
System.

Sec. 40. Authority of City of Charlotte to Recommend Changes to the Retirement
System. Fhe Subject to the approval of the Board of Trustees, the City may
recommend to the General Assembly of the State of North Carolina changes to the
Retirement System. All recommendations for changes must be actuarially sound and
must take into account the interest of all Participants in the System.

Sec. 41. Rules and Regulations. Consistent with the provisions of this act, the
Board of Trustees shall have the authority to adopt the rules and regulations for the
administration of the Retirement System and for the transaction of its business.

TITLE VII. RECORD-KEEPING AND REPORTING REQUIREMENTS.
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Sec. 42. Record-Keeping. The Administrator, or the Secretary of the Board in the
absence of an administrator, shall maintain all data, files and records as is necessary
to comply with the reporting requirements of this act.

Sec. 43. Annual Audit. There shall be an annual Audit of the books of the
System. The Audit shall be performed by the Auditor as specified in Section 36(d).

Sec. 44. Annual Actuarial Valuation. There shall be an annual Actuarial
Valuation as of the 1st of July. The Valuation shall be performed by the actuary as
specified in Section 36(al). Such Valuation shall be completed and presented to the
Board no later than the second regular quarterly meeting each year.

Sec. 45. Annual Report to City Council. An annual report of the financial and
actuarial condition of the System, as of the preceding June 30, shall be prepared and
forwarded to the City Council in the quarter after receipt of the System’s audit report
from the Auditor. Such report shall contain but shall not be limited to the Auditor’s
opinion, such statements contained in the Auditor’s report, a summary of the annual
actuarial valuation and the actuary’s valuation certification.

Sec. 46. Annual Report to Members: Participants. A copy of the report required
by Section 45 shall be provided to each of the fire stations and Fire Department
administrative offices of the City of Charlotte. In addition, a copy of the report or
portions of the report shall be provided to the Participants of the System.

Sec. 47. Other Reports. The Administrator, or the Secretary of the Board in the
absence of an administrator, shall be responsible for insuring that all reporting
requirements with the Internal Revenue Service and the United States Government,
including its various other agencies, departments, and offices, are complied with.

TITLE VIII. CUSTODY AND INVESTMENT OF SYSTEM ASSETS.

Sec. 48. Trusteeship of Funds. The Board of Trustees of the Charlotte
Firefighters’ Retirement System shall be the Frustee trustee of the funds and assets of
the System and shall have the power to take by gift, grant, devise or bequest any
money, real or personal property or other things of value, and hold, sell or invest the
same.

Sec. 49. Custody of System Assets. The Treasurer of the Retirement System shall
be the custodian and responsible for the safekeeping of all funds paid into the
Charlotte Firefighters’ Retirement System. The Treasurer shall deposit said funds in
a bank or banks as designated by the Board of Trustees. The Treasurer may, with
Board concurrence, use one or more nominees to facilitate transfer of the System’s
securities and may hold the securities in safekeeping with the Federal Reserve
System, a clearing corporation, or a custodian bank which is a member of the Federal
Reserve System. All payments from said funds shall be authorized by the treasurer
only upon the signed, written request of the Administrator, or the Secretary of the
Board in the absence of an administrator. The Treasurer shall furnish such bond as
shall be required by the Board of Trustees and premium for said bond shall be paid
out of the funds of the System.

Sec. 50. Investment/Reinvestment of Funds and Assets. The Board of Trustees
shall be vested with the authority and responsibility and shall have full power to hold,
purchase, sell, assign, transfer, lend and dispose of any of the securities and
investments in which the System shall have been invested, as well as the proceeds of
said investments and any monies belonging to the System. The Board of Trustees as
fiduciaries shall:

(1)  Discharge its duties solely in the interest of the Participants and the
Beneficiaries;

(2)  Act with the same care, skill, prudence and diligence under the
circumstances then prevailing, that a prudent person acting in a
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Sec. 51.

Page 18

)

(4)
(5)

(6)

(7)
(8)

similar capacity and familiar with those matters would use in the

conduct of a similar enterprise with similar aims;

Act with due regard for the management, reputation and stability

of the issuer and the character of the particular investments being

considered;

Make investments for the exclusive purpose of providing benefits

to Participants and Participants’ Beneficiaries;

Give appropriate consideration to those facts and circumstances

the Board of Trustees knows or should know are relevant to the

particular investment or investment course of action involved,
including the role the investment or investment course of action
plays in that portion of the System’s investments for which the

Board of Trustees has responsibility, and shall act accordingly.

Appropriate consideration shall include, but is not limited to, a

determination by the Board of Trustees that a particular

investment or investment course of action is reasonably designed as
part of the investments of the System to further the purposes of the

System taking into consideration the risk of loss and the

opportunity for gain or other return associated with the investment

or investment course of action; and consideration of the following
factors as they relate to the investment or the investment course of
action:

a. The diversification of the investments of the System;

b. The liquidity and current return of the investments of the
System relative to the anticipated cash flow requirements of
the System; and

c. The projected return of the investments of the System
relative to the funding objectives of the System:

Give appropriate consideration to investments which would

enhance the general welfare of the City and its citizens if those

investments offer the safety and rate of return comparable to other
investments held by the System and available to the Board of

Trustees at the time the investment decision is made:

May use a portion of income of the System to defray the cost of

investing, managing and protecting the assets of the Svstem; and

May utilize the services of Investment Fiduciaries to manage the

assets of the System. These Investment Fiduciaries shall be subject

to the terms, conditions, and limitations provided in this section
and anv limitations as set forth by the Board of Trustees.

TITLE IX. RESTRICTIONS.

Restrictions. Notwithstanding any provision of this act to the contrary:

(1)

(2

No part of the funds contributed to the Retirement System
pursuant-to—this—eet; System, or the income thereon, may be used
for, or diverted to, purposes other than for the exclusive benefit of
the Participants of the Retirement System- System as authorized by
the provisions of this act.

Upon termination of the Retirement System or upon complete
discontinuance of contributions to the Retirement System, the
rights of all Participants of the Retirement System to benefits
accrued to the date of the termination or discontinuance, to the
extent then funded, are nonforfeitable.
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(4)
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Forfeitures under the Retirement System may not be applied to
increase the benefits that any Participant would otherwise receive
under the Retirement System.
Notwithstanding any provision of the Retirement System to the
contrary, the maximum annual benefit payable in the form of a
straight life annuity from the Retirement System on behalf of a
Participant, when combined with any benefits from another
qualified benefit plan maintained by the City, shall not exceed the
amount as provided in this section. If the normal form of payment
is other than a straight life annuity or a qualified joint and survivor
annuity, the amount so determined hereunder shall be adjusted on
an actuarially equivalent basis to reflect such other payment form.

If a Participant has completed 10 or more years of service, the

maximum annual benefit payable in accordance with this

subdivision (4) shall be the lesser of a. and or b. below:

a. Ninety thousand dollars ($90,000) (or, beginning January 1,
1988), such larger dollar amount as the Commissioner of
Internal Revenue may prescribe. Such amount shall be the
maximum annual benefit pursuant to this subdivision a. for
that calendar year and shall apply to the limitation year
ending with or within that calendar year.

b. The average annual ECempensetter compensation the
Participant received from the City during the three
consecutive calendar years which would produce the highest
such average.

If a Participant has completed less than 10 years of service, the

maximum annual benefit payable in accordance with this

subdivision (4) shall be the lesser of subdivisions a. and or b.

above, multiplied by the ratio that the Participant’s actual number

of years of service bears to 10.

If the payment of a benefit to a Participant begins after he attains

age 65, the maximum benefit shall be actuarially adjusted to that

amount that, if paid in the same form and beginning at the same
time as the benefit, would be the actuarial equivalent of the
maximum benefit that was payable in the normal form of
retirement allowance beginning on the first day of the month
coincident with or next following the Participant’s attainment of

age 65.

Ifgthe payment of a benefit to a Participant begins before he attains

age 62, the maximum benefit shall be actuarially adjusted to that

amount which, if paid in the same form and beginning at the same
time as his benefit, would be the actuarial equivalent of the
maximum benefit payable in the normal form of retirement
allowance beginning on the first day of the month coincident with
or next following his attaining the age of 62. The reductions
required by this paragraph shall in no event reduce the limitation
in this subdivision a. below seventy-five thousand dollars ($75,000),
if the benefit begins on or after the Participant’s attainment of age

55 or the actuarial equivalent of the seventy-five thousand dollars

($75,000) benefit limitation for age 55, if the benefit begins prior to

such age.

For purposes of this subdivision (4), if benefits begin before age 62,

the maximum annual benefit payable shall be adjusted by an
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interest rate assumption not less than the greater of five percent
(5%) or the rate specified in the Retirement System. For purposes
of this subdivision (4), in addition to the above limitations, if a
Participant is a Qualified Participant as defined in Title 1, Section
2 (17a) of this act, the actuarial reduction to the maximum benefit
payable for benefits that begin prior to the attainment of age 55
shall not be reduced to an amount less than fifty thousand dollars
($50,000). If payment of a Participant’s benefit begins after age 65,
the maximum annual benefit payable shall be adjusted by an
interest rate assumption not greater then the lesser of five percent
(5%) or the rate specified in the Retirement System.
In the event a Participant is covered by one or more defined
benefit plans maintained by the City, all such plans shall be
aggregated in determining whether the maximum benefit
limitations hereunder have been met. Further, the maximum
retirement allowance as noted above may be decreased as
determined necessary by the City to ensure that all plans will
remain qualified under the Internal Revenue Code of 1986, as
amended from time to time.
In addition to the other limitations set forth in the Retirement
System and notwithstanding any other provisions of the Retirement
System, the Accrued Benefit, including the right to any optional
benefit provided in the Retirement System (and all other defined
benefit plans required to be aggregated with the Retirement System
under the provisions of Section 415 of the Internal Revenue Code
of 1986, as amended from time to time), shall not increase to an
amount in excess of the amount permitted under Section 415 of
the Internal Revenue Code of 1986, as amended from time to time.
(5)  Any benefit payable to a Participant pursuant to Section 4 of this
act shall commence not later than the April 1 immediately
following the calendar year in which the Participant attains age 70
1/2 or, if later, the April 1 immediately following the calendar year
in which the Participant terminates service. Additionally, the
distribution of any such benefit must satisfy the minimum
distribution requirements set forth in this paragraph and must be
consistent with Treasury Regulations, as of the required beginning
date. The minimum distribution for a calendar year equals the
Participant’s nonforfeitable Accrued Benefit at the beginning of the
year divided by the Participant’s life expectancy or, if applicable,
the joint and last survivor expectancy of the participant and his
Designated Beneficiary. The minimum distribution shall be
computed by using the life expectancy multiples under Treasury
Regulation 1.72-9. The minimum distribution for a calendar year
subsequent to the first calendar year for which a minimum
distribution is required may be computed by redetermining the
applicable life expectancy. However, there shall be no
redetermination of the joint life and last survivor expectancy of the
Participant and a nonspouse Designated Beneficiary in a manner
which takes into account any adjustment to a life expectancy other
then the Participant’s life expectancy. A distribution to the
Participant in the form of a life annuity, joint and survivor annuity,
or an annuity over a fixed period will satisfy the minimum
distribution requirements of this paragraph if the method of ‘
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distribution provides non-increasing payments or otherwise satisfies
Treasury Regulations. If the Participant dies after the payment of
his benefit has commenced, the death benefit provided by this act
shall be paid over a period which does not exceed the payment
period which had commenced. If a Participant dies prior to the
time the payment of his benefit commences, the death benefit
provided by this act shall be paid over a period not exceeding: (i)
five years after the date of the Participant’s death; or (ii) if the
Beneficiary is a Designated Beneficiary, over the Designated
Beneficiary’s life or life expectancy. No payment of benefit over a
period described in (ii) shall be permitted, unless the payment of
such benefit to the Designated Beneficiary will commence no later
than one year after the date of the Participant’s death, or, if later,
and the Designated Beneficiary is the Participant’s surviving
spouse, the date the Participant would have attained age 70 1/2.
The life expectancy multiples under Treasury Regulation 1.72-9
shall be used for purposes of applying this paragraph. The life
expectancy of a Participant’s surviving spouse may be recalculated
not more frequently than annually, but the life expectancy of a
nonspouse Designated Beneficiary may not be recalculated after
the commencement of payment of benefits to the Designated
Beneficiary. Any amount paid to a Participant’s child, which
becomes payable to the Participant’s surviving spouse upon the
child’s attaining the age of majority, shall be treated as paid to the
Participant’s surviving spouse for purposes of applying this
paragraph. .

TITLE X. MISCELLANEOUS.

Sec. 52. Liabilities of Trustees. No member of the Board of Trustees shall be
personally liable by reason of his service as a Trustee for any acts performed by him
as a Trustee, except for malfeasance in office. Except for costs or expenses incurred
because of Trustee malfeasance, the System shall indemnify each Trustee for any and
all costs or expenses incurred by that Trustee as a result of acts performed as a
Trustee, including all insurance deductibles, copayments, and amounts exceeding
insurance policy limits.

Sec. 53. Assignments Prohibited. The right of a Member to any benefits payable
or reimbursement of any contributions, and any other right accrued or accruing to
any person pursuant to the provisions of this act, and any monies belonging to the
Retirement System shall not be subject to execution, garnishment, attachment, the
operation of bankruptcy or insolvency law, or any other process of law whatsoever,
and shall be unassignable except as is specifically authorized by statute. If a Member
is covered under a group insurance or prepayment plan participated in by the City,
and should he be permitted to, and elect to, continue such coverage as a Retiree, he
may authorize the Board of Trustees to have deducted from his monthly retirement
benefits the payments required of him to continue coverage under such group
insurance or prepayment plan.

Sec. 54. Errors. Should any change in the records result in any person receiving
from the Retirement System more or less than he would have been entitled to receive
had the records been correct, the Board of Trustees shall correct such error, and as
far as practicable shall adjust the payment in such manner that the Actuarial
qu(liivalent of the benefit to which the said person was correctly entitled shall be
paid. |
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Sec. 55. Protection Against Fraud. Whoever with intent to deceive shall make any
statements and/or reports required under this act which are untrue, or shall falsify or
permit to be falsified any records of the Retirement System, or who shall otherwise
violate, with intent to deceive, any of the provisions of this act, shall be prosecuted to
the fullest extent of the law. ‘

The Charlotte Firefighters’ Retirement System shall have the right of setoff for any
claim arising from embezzlement or by fraud of a Participant.

Sec. 56. Repealed by Section 17 of Chapter 248 of the 1989 Session Laws.

Sec. 57. Laws Inconsistent Repealed. All laws and clauses of law pertaining to the
Charlotte Firefighters’ Retirement System that are in conflict with the provisions of
this act are hereby revoked.

Sec. 58. Savings Provisions. If any section or part of this act is for any reason held
to be invalid or unconstitutional, such holding shall not be construed as affecting the
validity of the remaining sections of this act or the act in its entirety; it being the
legislative intent that this act shall stand notwithstanding the invalidity of any section
or part of a section.

Sec. 59. This act shall apply to the City of Charlotte only."

Section 2. None of the provisions of this act shall create an additional
liability for the Charlotte Firefighters’ Retirement System unless sufficient assets are
available to pay for the liability.

Section 3. This act becomes effective July 1, 1999.

In the General Assembly read three times and ratified this the 27th day of
May, 1999.

s/ Dennis A. Wicker
President of the Senate

s/ James B. Black
Speaker of the House of Representatives
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MEMORANDUM
TO: Senator Robert Rucho
FROM: Stanley Moo

Fiscal Researdh Division
DATE: April 13, 1999
SUBJEC"I": Actuarial Note on Senate Bill 583
‘ Re: Proposed changes to the Charlotte Firemen’s Retirement System

In accordance with North Carolina General Statute 120-114 and applicable Rules of the
North Carolina Senate and House of Representatives, attached is a certified copy of an
original actuarial note on the above subject as prepared by the General Assembly’s
Consulting Actuary. A certified copy of an original actuarial note on the same subject
from the Plan Administrator’s Consulting Actuary is also attached for your review.

cc:  Senator Phillips; Chairman, Senate Committee on Pensions & Retirement
Senate Principal Clerk

Attachment(s):

(1) Legislative Actuarial Note

(2) Actuarial Note, Towers Perrin, April 9, 1999

3) Actuarial Note, Hartman & Associates, April 6, 1999
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NORTH CAROLINA GENERAL ASSEMBLY

LEGISLATIVE ACTUARIAL NOTE

BILL NUMBER: Senate Bil} 583
SHORT TITLE: Charlotte Firefighter’s Retirement

SPONSOR(S): Senator Rucho

SYSTEM OR PROGRAM AFFECTED: Charlotte Firemen’s Retirement System
FUNDS AFFECTED: City of Charlotte Funds

BILL SUMMARY:
(1) Sec.6 Changes the requirement to be eligible to purchase prior military service from thirteen

years of membership service to five years of membership service;

(2) Sec. 10 Clarifies that any member with less than five years of service who terminates
employment shall receive only contributions made by the member. No contributions made by the City
of Charlotte or any interest, which had accrued to his account, will be paid to the member.

(3) Sec. 11 Removes the old language relating to members vesting with ten years of service. Vesting
was changed to five years in 1989;

(4) Sec. 17 The benefit limit of 100% of final average compensation is replaced with the Internal
Revenue Code Section 415 limits but not less than $902.75 per month;

(5) Sec.19 The benefit for disability in the line-of-duty is increased maximum of 72% of salary to
78%:;

(6) Sec.20 The benefit for disability retirement not in the line-of-duty is increased from 36% plus
1.8% per year of service over ten years to 39% plus 1.9% per year of service over ten years;

(7) Sec.23 Retiree shall receive a post retirement increase of 8.33% retroactive to July 1, 1998.

EFFECTIVE DATE: July 1, 1999

ESTIMATED IMPACT ON CITY OF CHARLOTTE: SYSTEM ACTUARY Towers Perrin says
there are sufficient funds in the System without requiring additional contributions from the City of

Charlotte.

FY FY FY FY FY
1999-00 2000-01 2001-02 2002-03 2003-04
Local Funds $537,500 $537,500 $537,500  $537,500  $537,500

GENERAL ASSEMBLY ACTUARY: Hartman & Associates does not-have sufficient data on
participates to estimate the financial impact of the changes.

ASSUMPTIONS AND METHODOLOGY:

The cost estimates of the System's Actuary are based on the employee data, actuarial assumptions and
actuarial methods used to prepare the July 1, 1998 actuarial valuation of the fund. The data included 778
active members and 358 retired members in receipt of annual pensions totaling $8.9million. Significant
actuarial assumptions used include (a) an investment return rate of 8.25%, (b) the UP 1984 Mortality
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Table for deaths after retirement and (c) salary increases of 5% per year for active members, (d) rates of
separation from active service based on experience. The actuarial cost method used was the entry age
normal cost method. Detailed information concerning these assumptions and methods is shown in the
actuary’s report which is available upon request from Stanley Moore.

SOURCES OF DATA:  System Actuary — Towers Perrin
General Assembly Actuary - Hartman & Associates, LLC

FISCAL RESEARCH DIVISION The above information is provided in accordance with North
Carolina General Statute 120-114 and applicable Rules of the North Carolina Senate and House of

Representatives

(919) 733-4910 -
PREPARED BY: : Stanley MooreéJﬂ—s‘) Mowr

APPROVED BY: Tom Covington
DATE: April 13,1999



100 N Tryon Street, Suite 4100
Charlotte, NC 28202

704 348-3300

Fax: 704 348-3340

Towers Perrin

April 9, 1999

Ms. Barbara Avard

Administrator

Charlotte Firefighters' Retirement System
428 E 4th Street, Suite 205

Charlotte, NC 28202

Dear Barbara:
REVISIONS TO THE ACT

.We have reviewed the proposed changes to the Act and estimated the impact of
these changes to the Charlotte Firefighters' Retirement System. Based on the most
recent valuation, the estimated additional accrued liability associated with the
proposed changes is $2,719,800. The estimated additional normal cost associated
with the proposed changes is $48,200. This would change the funded ratio on the
GASB-25 basis from 104.5% to 102.9%. The recommended contribution based on
the most recent valuation would increase from $3,693,800 to $4,231,300. Sufficient
funds exist for the cost of these proposed changes without additional contributions

from the City of Charlotte.

Based on the current funded position and current contribution level by the Members
and the City, the proposed changes are actuarially sound.

Please let me know if you have any questions or need any additional information.

Sincerely,

e

oseph C. Whisnant Jr., A.S.A.
Consultant

JCW:wo



HARTMAN & ASSOCIATES, LLC

ACTUARIAL CONSULTING

‘RK V. HARTMAN, FSA, MAAA, MCA, EA
Phone: (336) 7314038 668 Link Road
Fax:  (336) 731-2583 Lexington, NC 27295

April 6, 1999

Mr. Stanley Moore

Fiscal Research Division

North Carolina General Assembly
300 N. Salisbury Street
Raleigh, NC 27603-5925

Re: Senate Bill 583: An Act to Amend the Law Establishing the
Charlotte Firemen’s Retirement System

Dear Mr. Moore:

This bill would rewrite Chapter 926 of the 1947 Session Laws, as
amended, to modify various provisions of the Charlotte Firemen'’s
Retirement System. This act would become effective July 1, 1999.

Many of the changes provided by this bill include definition
modifications and technical clarification. The most substantive
changes appear to be: -

‘ — the benefit limit of 100% of final average compensation is
replaced with the Internal Revenue Code Section 415 salary limits

-~ the minimum benefit of $500.00 per month is increased to $902.75

- the benefit for disability in the line of duty is increased from
72% of salary to 78%

- the benefit for disability not in the line of duty is increased
from 36% plus 1.8% times years of service in excess of ten to 39%
plus 1.95% times years of service in excess of ten

- benefits for disability retirement and for members who retired
prior to July 1, 1989 would increase 8.33% effective July 1,
1998, subject to the $902.75 per month minimum benefit

At the present time, we do not have sufficient data on the plan
participants to estimate the financial impact of these changes.

If you have any questions, let me know.

Sincerely,

4s 477

‘A\/[NJL ..k;d:, true & Exact Copy of Originas
ark V. Hartman, FSA, MAAA MGRertiEd B A Date: £~/ 2~
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1999 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative(s) Michaux for the Committee on PENSIONS AND RETIREMENT.

[] Committee Substitute for

H.B. 962 A BILL TO BE ENTITLED AN ACT TO REPEAL THE LAW REQUIRING
THAT RETIRED JUDGES FOREGO RETIREMENT BENEFITS OR RECEIVE
REDUCED BENEFITS WHILE SERVING AS JUDICIAL OFFICERS IN FEDERAL
COURTS.

[] With a favorable report. -

X With a favorable report and recommendation that the bill be re-referred to the Committee on

Appropriations [X] inanees===——or1F

[C] With a favorable report, as amended.

[[] With a favorable report, as amended, and recommendation that the bill be re-referred to the
Committee on Appropriations[_] Finance [] -

[] With a favorable report as to committee substitute bill (# ), [ ] which changes the title,
unfavorable as to (original bill) (Committee Substitute Bill # ), (and recommendation
that the committee substitute bill # ) be re-referred to the Committee on )

[] With a favorable report as to House committee substitute bill (# ), [] which changes
the title, unfavorable as to Senate committee substitute bill.

[] With an unfavorable report.

[] With recommendation that the House concur.

[] With recommendation that the House do not concur.

[] with recommendation that the House do not concur; request conferees.

[] With recommendatibn that the House concur; committee believes bill to be material.
(] With an unfavorable report, with a Minority Report attached.

(] Without prejudice.

[] With an indefinite postponement report.

[T] With an indefinite postponement report, with a Minority Report attached.

(] With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
2/24/99



HOUSE BILL 962:
Repeal Retirement Exclusion.

Committee: Pensions and Retirement Introduced by: Rep. Fitch

Date: May 11, 1999 ' Summary by: Karen Cochrane Brown
Version: 1st Edition - Committee Counsel
SUMMARY:

House Bill 962 repeals the law requiring that judges forego retirement benefits or receive reduced
benefits while serving as a judicial officer in the federal courts.

CURRENT LAW:

Under present law, a member of the Consolidated Judicial Retirement System who is appointed to the
federal court, is not eligible to receive benefits while serving on the federal court. Also, a retiree who is
either appointed to the federal bench or is in receipt of federal retirement benefits will have his or her state
benefits reduced so that the sum of the retirement allowance and the federal salary or retirement benefit

does not exceed the retirees final state judicial salary.

BILL ANALYSIS:

This bill repeals this section entirely, so that members of the Judicial System who are appointed to federal
Judicial positions will be allowed to receive their state retirement allowance and any federal

compensation.

This bill would become effective when it becomes law.




GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 1999

HOUSE BILL 962

Short Title: Repeal Retirement Exclusion. (Public)

Sponsors: Representative Fitch.

Referred to: Pensions and Retirement.

April 12, 1999

A BILL TO BE ENTITLED

AN ACT TO REPEAL THE LAW REQUIRING THAT RETIRED JUDGES
FOREGO RETIREMENT BENEFITS OR RECEIVE REDUCED BENEFITS
WHILE SERVING AS JUDICIAL OFFICERS IN FEDERAL COURTS.

The General Assembly of North Carolina enacts:
Section 1. G.S. 135-72 reads as rewritten:

Nolie RN Bio SRV P - ARV R S N
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STATE OF NORTH CAROLINA
DEPARTMENT OF STATE TREASURER
RETIREMENT SYSTEMS DIVISION

JACK W. PRUITT
DEPUTY TREASURER

April 22, 1999

The Honorable Henry M. Michaux, Jr.
Chairman of the House Committee

_on Pensions and Retirement

Suite 1325 of the State Legislative Building
Raleigh, North Carolina

Re:  Actuarial Note/House Bill 962
Dear Representative Michaux:

In accordance with North Carolina General Statute 120-114, we herewith submit a
certified copy of an actuarial note on House Bill 962 which affects the Consolidated Judicial
Retirement System.

Please let me know if you have any questions with regard to this actuarial note. Also,
please let me know when you wish us to appear before your Committee with regard to this
note. '

grely yours,

Jack W, Pruitt
Director

JWP/dsp

Enclosure

325 NORTH SALISBURY STREET, RALEIGH, NORTH CAROLINA 27603-1385
Courier #56-20-45 Telephone (919) 733-4191 Fax (919) 508-5350 »
E-mail: nc_retirement@treasurer.state.nc.us Web Page http//wwy treasurer.state.nc.us/Treasurer/
An Equal Opportunity/Affirmative Action Employer
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BUCK
CONSULTANTS

200 Galleria Parkway, NW.  Suite 1200

. Atlenta, Ceorgia 30339-5945

April 21, 1999

Mr. Jack Pruitt

Deputy Treasurer and Director
Retirement Systems Division
Department of State Treasurer

325 North Salisbury Street

Raleigh, North Carolina 27603-1385

House Bill 962
Dear Mr. Pruitt:

We have received your letter of April 12 regarding House Bill 962 which affects the
Consolidated Judicial Retirement System.

This legislation appears to repeal the law providing that members may not receive a full
retirement benefit while serving as an officer in the federal judiciary.

. This legislation would increase the unfunded accrued liability of the Consolidated Judicial
-' Retirement System by approximately $354,000 or 0.14% of payroll.

If we can be of further assistance with regard to this bill, please do not hesitate to contact
us.

Sincerely,

Edward A. Macdonald
Principal and Consulting Actuary

EAM:jq -
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Buck Consultants, Inc.
770]955-2488 Fax 770]933-8336



" 9 North Carolina General Assembly

Legislative Services Office George R. Hall, Legislative Services Officer
(919) 733-7044

Efaine W. Robinson, Director  Gerry F. Cohen, Director Thomas L. Covington, Director  Tony C. Goldman, Director Terrence D. Sullivan, Director
Administrative Division Bill Drafting Division Fiscal Research Division Information Systems Division  Research Division
Room 5, Legislative Building Suite 401, LOB Suite 619, LOB Suite 400, LOB Suite 545, LOB
16 W. Jones Street 300 N. Salisbury St. 300 N. Salisbury St. 300 N. Salisbury St. 300 N. Salisbury St.
Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925
(919) 733-7500 (919) 733-6660 (919) 733-4910 (919) 733-6834 (919) 733-2578
MEMORANDUM
TO: Mr. Jack Pruitt Mr. Mark V. Hartman
State Retirement Director Consulting Actuary
Department of State Treasurer 668 Link Road
Raleigh, N. C. 27603-1338 Lexington, N. C. 27295
FROM: Stanley MooreSW\-

Fiscal Research Division

DATE: April 12, 1999

I SUBJECT:

Re: Repeal of law prohibiting a judge from receiving retirement benefits from the
Consolidated Judicial Retirement System while servicing in federal court.

Actuarial Note Request House Bill 962

In accordance with North Carolina General Statute 120-114 and applicable Rules of the
North Carolina Senate and House of Representatives, please prepare or have prepared
and submit to us an actuarial note on the attached document. Please let us know if you
have any questions on this request.

e

epresentative Fitch
Representative Michaux; Chairman of the House Committee on Pensions and
Retirement

CcC:

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER
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Short Title: Repeal Retirement Exclusion. (Public)

Sponsors: Representative Fitch.

Referred to:

A BILL TO BE ENTITLED

AN ACT TO REPEAL THE LAW REQUIRING THAT RETIRED JUDGES
FOREGO RETIREMENT BENEFITS OR RECEIVE REDUCED BENEFITS
WHILE SERVING AS JUDICIAL OFFICERS IN FEDERAL COURTS.

The General Assembly of North Carolina enacts:
Section 1. G.S. 135-72 reads as rewritten:

Section 2. This act is effective when it becomes law.



MINUTES
HOUSE COMMITTEE ON PENSIONS AND RETIREMENT

May 19, 1999

The House Committee on Pensions and Retirement met in Room 1228, of the Legislative
Building, on May 19, 1999 at 12:00 p.m. Representative H.M. Michaux, Jr. (Chair) presided at
the meeting and the following members were present: Representatives, Oldham, Barbee, Berry,
Gray, McCombs, McCrary, Morgan, Tucker, Warren, G. Wilson, and Yongue. Representative’s
Horn, Ramsey, and Rogers were not present.

Chairman Michaux welcomed members and guests. The visitor registration sheet, actuarial
notes and handouts are attached to the minutes. The Legislative Page for the day was
Becky Johnson of Durham County, sponsored by Speaker Black’s office.

The following staff members were present: Anne M. Peele (Committee Assistant), Stanley
Moore (Fiscal Analyst), Theresa Matula (Legislative Analyst) and Karen Cochrane-Brown
(Attorney). Melvin Kimble and Shannon were the Sergeants-at-Arms for the meeting.

House Bill 816, A BILL ENTITLED AN ACT TO ALLOW LAW OFFICERS WHO ARE
MEMBERS OF THE TEACHERS' AND STATE EMPLOYEES’ RETIREMENT SYSTEM OR
THE LOCAL GOVERNMENTAL EMPLOYEES’ RETIREMENT SYSTEM TO RETIRE
WITH UNREDUCED BENEFITS AFTER COMPLETING TWENTY-FIVE YEARS OF
SERVICE was presented by Representative Hensley.

The Committee Substitute for this bill was adopted for debate and Representative Hensley
explained it. This bill pertains to police. Every other state in the Union except North Carolina
offers 25-year retirement to its law enforcement officers. In some states it is 20 years. This bill
reduces from 30 years down to 25 years. It is necessary because of stressful situations and
extenuating circumstances faced on a daily basis by these men and women. The argument
against this bill is that we can’t treat different kinds of employees differently. HB 816 will
improve the morale of law enforcement officers across this state. It will cost the state and local
governments money.

Stanley Moore explains the actuarial notes. The notes are broken down into Highway fund,
General fund and Receipt fund. It is $3.9 million per year going up. Local government will be
$7.5 million per year going up. This takes into account the increase in the contributions to the
retirement system and increases the amount of separation allowance that would be paid out for
someone retiring at 25 years as opposed to 30 years. Additionally, There comes a point where
younger officers taking over from older officers who have retired from 25 years that these
contributions reach a point of diminishing returns and actually turn down unless the total number
of officers are increased. No net savings have been calculated in the departments if someone
retires and hire a younger officer.
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Ellis Hankins, Executive Director of the North Carolina League of Municipalities opposes this
bill. In the League there is strong opposition because it will grant excessive benefit level at a
very high annual cost to municipalities and counties ($7.5 million in the first years and will rise
to over $13 million in the fifth year). These numbers will continue to go up. July 1% is the
effective date of this bill and makes it difficult for local governments to adopt their budgets.
There is disparity in getting the basic local retirement benefit to match the state retirement
benefit. The money should be put here. He asks the committee not to support this bill.

Stanley Moore explains the committee substitute, which changes a drafting error and the
separation allowance, which is included and reduces down to 25 years. There is no break down
into cities and counties. Each individual local unit and what would be an impact to them totaling
the $7.5 million is shown for ABC Commissions, Jail Commissions, and Airport Authorities etc.
The cost to the State is approximately $3.9 million. Representative Berry moves for a favorable
report to the Committee Substitute. The motion passes.

House Bill 508, A BILL ENTITLED AN ACT TO INCLUDE PUBLIC DEFENDERS AND
THE APPELLATE DEFENDER AS MEMBERS OF THE CONSOLIDATED JUDICIAL
RETIREMENT SYSTEM was sponsored by Representative Smith and explained by Stanley
Moore. This bill would transfer 11 public defenders and 1 appellate defender to the Judicial
Retirement System at an accrual rate 3.02%. There is some opposition to this bill. It does not
cost the state, but the retirement system. Stanley Moore explains the bill in detail. Service and
contributions are transferred. The higher contribution rate will cost $142,000 additional in
contributions totaling $564,000.

Mr. Harrelson, the first and oldest Public Defender in North Carolina representing the Guilford
County District discusses the history of the public defenders bill. The original bill provided for
all compensation of the Public Defender to be equal to that of the District Attorney. However,
Public Defenders are not fully compensated in the Retirement System. This bill is a matter of
fairness. Public Defenders work just as hard as the Clerks of Court and the District Attorneys
do. It was the intent of the original legislators, when they set up the public defenders program,
that all public defenders and district attorneys should be on equal ground.  The retirement
portion was omitted.

Representative Yongue supports the bill and moves for a favorable report and is re-referred to
Appropriations. The motion passes

House Bill 1147, A BILL ENTITLED AN ACT TO INCREASE THE MAXIMUM AMOUNT
A RETIREE CAN EARN BEFORE SUSPENSION OF THE RETIREES’ RETIREMENT
ALLOWANCE is explained by Stanley Moore. This bill changes the amount that a retired
employee can earn from 50% of their final salary or $21,900 to 75% prior to retirement. The
actuarial notes have no way of estimating what this will cost the state because there is no way of
tracking how many people working will come back into service with the State. The only
exception is the bill passed last year pertaining to retired teachers.
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Jack Pruitt of the Retirement System expressed his concerns about this bill. They feel that the
current statutory provisions regarding re-employment of former state employees and teachers are
more than accommodating. A more generous policy would encourage or entice more persons to
retire early than they ordinarily would. The problem is also the restriction it places upon the new
and younger employees. The average annual retirement benefit of our re-employment of
teachers and state employees is about $20,400. The other state employment system that does not
have restrictions is Virginia. This bill pertains to state employees only.

Representative Michaux tables this bill until a later date.

House Bill 1034, A BILL TO BE ENTITLED AN ACT TO DEFINE A PROFESSIONAL
FIREFIGHTERS’ BENEFIT ACCRUAL RATE FOR MEMBERS AND BENEFICIARIES OF
THE LOCAL GOVERNMENTAL EMPLOYEES’ RETIREMENT SYSTEM was presented by
Representative Moore. This bill is similar to Representative Hensley, but it deals with
firefighters. There is a committee substitute with HB 1034. This bill is necessary because of the
stress and level of work done in this profession. Based on information from the State Employees
Association, in a twenty-five year career a firefighter will work on an average thirty-five years of
what an average person works because they work 56 hours a week. There are other quantifiable
reasons for this bill.

‘Stanley Moore explained the actuarial notes for House Billl034. This would define a
professional firefighter increase the accrual rate from 1.77 to 2.5 for years of services and
provide for unreduced benefits after 25 years regardless of age or after 5 years of service. The
cost to local governments is approximately $24.2 million per year. This is different from law
enforcement because it will effect local governments more.

Ellis Hankins, Executive Director of the North Carolina League of Municipalities opposes this
bill also. In the League there is strong opposition because other positions (EMT workers) will
come next year requesting the same benefit. It is also opposed because the cost will fall almost
entirely on local governments, which poses a problem.

David Anders from the Professional Firefighters and Paramedics of North Carolina supports this
bill. He explained the long hours, the dangerous and physical requirements involved. The gear
that they have to where alone weighs over 50 pounds. It is a young person’s profession. A
forty-five or fifty year old has a great deal of wear and tear on their bodies because of ventilation
problems, and climbing ladders. There is a high injury rate. The Workman’s compensation is on
page 5-11 in the handout, which supports claims for this bill.

There are no State employees involved in this bill.
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Representative Tucker moves for an unfavorable report.
Representative Gray motions to adjourn based on House rules. The motion passes.
The meeting adjourned at 12:55 p.m.

QN (D ﬁu&

Representative H.M. Mff:haux, Jr., Chair Anne M. Peele, Committee Assistant
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1999 COMMITTEE REPORT M 7 12

HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative(s) Michaux for the Committee on PENSIONS AND RETIREMENT.

[[] Committee Substitute for

HB. 816 ABILL TO BE ENTITLED AN ACT TO ALLOW LAW OFFICERS WHO ARE
MEMBERS OF THE TEACHERS' AND STATE EMPLOYEES' RETIREMENT SYSTEM
OR THE LOCAL GOVERNMENT EMPLOYEES' RETIREMENT SYSTEM TO RETIRE
WITH UNREDUCED BENEFITS AFTER COMPLETING TWENTY-FIVE YEARS OF
SERVICE.

[C] With a favorable report.

[] With a favorable report and recommendation that the bill be re-referred to the Committee on
Appropriations [_] Finance [_] O

[] With a favorable report, as amended.

[] With a favorable report, as amended, and recommendation that the bill be re-referred to the
Committee on Appropriations [_] Finance [[] ]

4 With a favorable report as to committee substitute bil#——Jpbtshich-changes-the-title

unfavorable as to lorlgmal blll}{GMeeSubsm%HM(md recommendation
that the committee substitute bill #—=—) be re-referred to the Committee on 47FEE)R 1ATONS

[] With a favorable report as to House committee substitute bill (# ), [[] which changes
the title, unfavorable as to Senate committee substitute bill.

[} With an unfavorable report.

[J With recommendation that the House concur.

[ With recommendation that the House do not concur.

[] With recommendation that the House do not concur; request conferees.

[] With recommendation that the House concur; committee believes bill to be material.
[] With an unfavorable report, with a Minority Report attached.

[] Without prejudice.

[C] With an indefinite postponement report.

[] With an indefinite postponement report, with a Minority Report attached.

[] With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
2/24/99



HOUSE BILL 816:
Law Officers' 25-Year Retirement

BILL ANALYSIS
Committee: House Pensions & Retirement Introduced by: Representative Hensley
Date: May 19, 1999 Summary by: Theresa Matula
Version: H816-PCS7159 Committee Staff

SUMMARY: The Proposed Committee Substitute (H816-PCS7159) for House Bill 816 allows Law
Enforcement Officers who are members of the Teachers’ and State Employees’ Retirement System
(TSERS) or the Local Governmental Employees’ Retirement System (LGERS) to receive unreduced
retirement benefits with twenty-five years of service. The special separation allowance for law
enforcement officers is also amended to reflect twenty-five years of service.

BILL ANALYSIS:

Sections 1, 2 & 3 amends Chapter 135 of the General Statutes regarding the Teachers’ and State
Employees’ Retirement System (TSERS).

e Section 1 amends G.S. 135-5(b17) to specify that the benefits outlined under (b17) apply to the
Service Retirement Allowance of Members Retiring on or After July 1, 1997, but Before July 1, 1999.

.- Section 2 adds G.S 135-5(b18) which outlines the Service Retirement Allowance of Members
Retiring on or After July 1, 1999. These amendments allow:

members who are law enforcement officers, or ehglble former law enforcement officers, to receive
an unreduced retirement benefit on or after his 55" birthday and completion of five years
creditable service as a law enforcement officer, or after the completion of 25 years of creditable
service (previously 30 years); and

members who are law enforcement officers, or eligible former law enforcement officers, whose
retirement date occurs on or after his 50" birthday and before his 55% birthday with 15 or more
years of creditable service as a law enforcement officer and prior to the completion of 25 years of
creditable service (previously 30 years) to receive a reduced retirement benefit.

e Section 3 amends the citations in the Survivor’s Alternate Benefit section to reflect the addition of
G.S. 135-5(b18).

Sections 4, S, & 6 amends Chapter 128 of the General Statutes regarding the North Carolina Local

Governmental Employee’s Retirement System (LGERS). The amendments to G.S. 128-27(b17) and the

addition of G.S. 128-27(b18) are consistent with those made in Sections 1 and 2 of the bill. Consistent

with Section 3 above, Section 6 amends the citations in the Survxvor s Alternate Benefit section to reflect

the addition of G.S. 128-27(b18).

Section 7 amends G.S. 143-166.41 regarding the special separation allowance paid to every law
enforcement officer defined under G.S. 135-1(11b) or G.S. 143-166.30(a)(4). The amendment is a
‘onforming change from 30 years to 25 years of creditable service.

Section 8 states that this act becomes effective July 1, 1999.
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HOUSE BILL 816
Proposed Committee Substitute H816-PCS7159

Short Title: Law Officers’ 25-Year Retirement. (Public)

Sponsors:

Referred to:

April 1, 1999

A BILL TO BE ENTITLED
AN ACT TO ALLOW LAW OFFICERS WHO ARE MEMBERS OF THE

TEACHERS’ AND STATE EMPLOYEES’ RETIREMENT SYSTEM OR THE

LOCAL GOVERNMENTAL EMPLOYEES’ RETIREMENT SYSTEM TO

RETIRE WITH UNREDUCED BENEFITS AFTER COMPLETING TWENTY-

FIVE YEARS OF SERVICE.

The General Assembly of North Carolina enacts:

Section 1. G.S. 135-5(b17) reads as rewritten:

"(b17) Service Retirement Allowance of Members Retiring on or After July 1,
997 1997, but before July 1, 1999. -- Upon retirement from service in accordance
with subsection (a) or (al) above, on or after July 1, 1997, but before July 1, 1999, a
member shall receive the following service retirement allowance.

(1) A member who is a law enforcement officer or an eligible former
law enforcement officer shall receive a service retirement
allowance computed as follows:

a. If the member’s service retirement date occurs on or after
his 55th birthday, and completion of five years of creditable
service as a law enforcement officer, or after the completion
of 30 years of creditable service, the allowance shall be
equal to one and eighty hundredths percent (1.80%) of his
average final compensation, multiplied by the number of
years of his creditable service.
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If the member’s service retirement date occurs on or after

his 50th birthday and before his 55th birthday with 15 or

more years of creditable service as a law enforcement officer

and prior to the completion of 30 years of creditable service,

his retirement allowance shall be equal to the greater of:

1. The service retirement allowance payable under G.S.
135-5(b17)(1)a, reduced by one-third of one percent
(1/3 of 1%) thereof for each month by which his
retirement date precedes the first day of the month
coincident with or next following the month the
member would have attained his 55th birthday; or

2. The service retirement allowance as computed under
G.S. 135-5(b17)(1)a. reduced by five percent (5%)
times the difference between 30 years and his
creditable service at retirement.

(2) A member who is not a law enforcement officer or an eligible
former law enforcement officer shall receive a service retirement
allowance computed as follows:

a.

If the member’s service retirement date occurs on or after

his 65th birthday upon the completion of five years of

membership service or after the completion of 30 years of
creditable service or on or after his 60th birthday upon the
completion of 25 years of creditable service, the allowance

shall be equal to one and eighty hundredths percent (1.80%)

of his average final compensation, multiplied by the number

of years of creditable service.

If the member’s service retirement date occurs after his 60th

birthday and before his 65th birthday and prior to his

completion of 25 years or more of creditable service, his

retirement allowance shall be computed as in G.S. 135-

5(b17)(2)a. but shall be reduced by one-quarter of one

percent (1/4 of 1%) thereof for each month by which his
retirement date precedes the first day of the month
coincident with or next following his 65th birthday.

If the member’s early service retirement date occurs on or

after his 50th birthday and before his 60th birthday and after

completion of 20 years of creditable service but prior to the
completion of 30 years of creditable service, his early service
retirement allowance shall be equal to the greater of:

1. The service retirement allowance as computed under
G.S. 135-5(b17)(2)a. but reduced by the sum of five-
twelfths of one percent (5/12 of 1%) thereof for each
month by which his retirement date precedes the first
day of the month coincident with or next following

House Bill 816
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the month the member would have attained his 60th
birthday, plus one-quarter of one percent (1/4 of 1%)
thereof for each month by which his 60th birthday
precedes the first day of the month coincident with or
next following his 65th birthday; or

2. The service retirement allowance as computed under
G.S. 135-5(b17)(2)a. reduced by five percent (5%)
times the difference between 30 years and his
creditable service at retirement; or

3. If the member’s creditable service commenced prior
to July 1, 1994, the service retirement allowance
equal to the actuarial equivalent of the allowance
payable at the age of 60 years as computed in G.S.
135-5(b17)(2)b.

Notwithstanding the foregoing provisions, any member

whose creditable service commenced prior to July 1, 1963,

shall not receive less than the benefit provided by G.S. 135-"

5(b)."

Section 2. G.S. 135-5 is amended by adding a new subsection to read:
"(b18) Service Retirement Allowance of Members Retiring on or After July 1,

1999, -- Upon retirement from service in accordance with subsection (a) or (al)

above, on or after July 1. 1999. a member shall receive the following service

retirement allowance,

1)

House Bill 816

A_member who is a law _enforcement officer or an eligible former

law__enforcement officer shall receive a service retirement

allowance computed as follows:

a.

=

If the member’s service retirement date occurs on or after

his 55th birthday, and completion of five years of creditable
service as a law enforcement officer, or after the completion
of 25 vears of creditable service, the allowance shall be
equal to one and eighty hundredths percent (1.80%) of his
average final compensation, multiplied by the number of
years of his creditable service.

If the member’s service retirement date occurs on or after
his 50th birthday and before his 55th birthday with 15 or

more years of creditable service as a law enforcement officer
and prior to the completion of 25 years of creditable service,
his retirement allowance shall be equal to the greater of:

1. The service retirement allowance payable under G.S.
135-5(b18)(1)a. reduced by one-third of one percent

(1/3 of 1%) thereof for each month by which his

retirement date precedes the first day of the month
coincident with or next following the month the
member would have attained his 55th birthday: or

Page 3
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2. The service retirement allowance as computed under
G.S. 135-5(b18)(1)a. reduced by five percent (5%)
times the difference between 25 vears and his
creditable service at retirement.

(2) A _member who is not a law enforcement officer or an eligible

former law enforcement officer shall receive a service retirement

allowance computed as follows:

a,

I=

g

If the member’s service retirement date occurs on or after
his 65th birthday upon the completion of five vears of
membership service or after the completion of 30 vears of
creditable service or on or after his 60th birthday upon the
completion of 25 years of creditable service. the allowance
shall be equal to one and eighty hundredths percent (1.80%)
of his average final compensation, multiplied by the number
of vears of creditable service.

If the member’s service retirement date occurs after his 60th
birthday and before his 65th birthday and prior to his
completion of 25 years or more of creditable service. his
retirement allowance shall be computed as in G.S. 135-
5(b18)(2)a. but shall be reduced by one-quarter of one
percent (1/4 of 1%) thereof for each month by which his
retirement date precedes the first day of the month

coincident with or next following his 65th birthday.

If the member’s early service retirement date occurs on or
after his S0th birthday and before his 60th birthday and after
completion of 20 years of creditable service but prior to the
completion of 30 years of creditable service, his early service
retirement allowance shall be equal to the greater of:

1. The service retirement allowance as computed under
G.S. 135-5(b18)(2)a. but reduced by the sum of five-

twelfths of one percent (5/12 of 1%) thereof for each
month by which his retirement date precedes the first
day of the month coincident with or next following
the month the member would have attained his 60th
birthday, plus one-quarter of one percent (1/4 of 1%)

thereof for each month by which his 60th birthday

precedes the first day of the month coincident with or

next following his 65th birthday; or

The service retirement allowance as computed under
G.S. 135-5(b18)(2)a. reduced by five percent (5%)

times the difference between 30 vears and his
creditable service at retirement: or

If the member’s creditable service commenced prior
to July 1, 1994, the service retirement allowance

[

[

House Bill 816
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equal to the actuarial equivalent of the allowance
payable at the age of 60 years as computed in G.S.
135-5(b17)(2)b.
Notwithstanding the foregoing provisions, any member
whose creditable service_ commenced prior to July 1, 1963,
shall not receive less than the benefit provided by G.S. 135-
A 5.(_)_-"

Section 3. G.S. 135-5(m) reads as rewritten:

"(m) Survivor’s Alternate Benefit. -- Upon the death of a member in service, the
principal beneficiary designated to receive a return of accumulated contributions shall
have the right to elect to receive in lieu thereof the reduced retirement allowance
provided by Option 2 of subsection (g) above computed by assuming that the
member had retired on the first day of the month following the date of his death,
provided that the following conditions apply:

(1) a The member had attained such age and/or creditable service
to be eligible to commence retirement with an early or
service retirement allowance, or

b. The member had obtained 20 years of creditable service in
which case the retirement allowance shall be computed in

accordance with 6-5—135-5(b1HE)b: G.S. 135-5(b18)(1)b.
or GS5—355(kBiNDe; G.S.  135-5(b18)(2)c..

notwithstanding the requirement of obtaining age 50.

(2) The member had designated as the principal beneficiary to receive
a return of his accumulated contributions one and only one person
who was living at the time of his death.

(3) The member had not instructed the Board of Trustees in writing
that he did not wish the provisions of this subsection to apply.

For the purpose of this benefit, a member is considered to be in service at the date
of his death if his death occurs within 180 days from the last day of his actual service.
The last day of actual service shall be determined as provided in subsection (1) of this
section. Upon the death of a member in service, the surviving spouse may make all
purchases for creditable service as provided for under this Chapter for which the
member had made application in writing prior to the date of death, provided that the
date of death occurred prior to or within 60 days after notification of the cost to
make the purchase. The term "in service" as used in this subsection includes a
member in receipt of a benefit under the Disability Income Plan as provided in
Article 6 of this Chapter."

Section 4. G.S. 128-27(b17) reads as rewritten:

"(b17) Service Retirement Allowance of Member Retiring on or After July 1,
1998- 1999, but before July 1, 1999. -- Upon retirement from service in accordance
with subsection (a) or (al) above, on or after July 1, 1998, but before July 1, 1999, a
member shall receive the following service retirement allowance:

[~

House Bill 816 Page 5
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(1)

2

A member who is a law enforcement officer or an eligible former
law enforcement officer shall receive a service retirement
allowance computed as follows:

a.

If the member’s service retirement date occurs on or after
his 55th birthday and completion of five years of creditable
service as a law enforcement officer, or after the completion
of 30 years of creditable service, the allowance shall be
equal to one and seventy-seven hundredths percent (1.77%)
of his average final compensation, multiplied by the number
of years of his creditable service.
If the member’s service retirement date occurs on or after
his 50th birthday and before his 55th birthday with 15 or
more years of creditable service as a law enforcement officer
and prior to the completion of 30 years of creditable service,
his retirement allowance shall be equal to the greater of:
1. The service retirement allowance payable under G.S.
128-27(b17)(1)a. reduced by one-third of one percent
(173 of 1%) thereof for each month by which his
retirement date precedes the first day of the month
coincident with or next following the month the
member would have attained his 55th birthday; or
2. The service retirement allowance as computed under
G.S. 128-27(b17)(1)a. reduced by five percent (5%)
times the difference between 30 years and his
creditable service at retirement.

A member who is not a law enforcement officer or an eligible
former law enforcement officer shall receive a service retirement
allowance computed as follows:

a.

If the member’s service retirement date occurs on or after
his 65th birthday upon the completion of five years of
creditable service or after the completion of 30 years of
creditable service or on or after his 60th birthday upon the
completion of 25 years of creditable service, the allowance
shall be equal to one and seventy-seven hundredths percent
(1.77%) of average final compensation, multiplied by the
number of years of creditable service.

If the member’s service retirement date occurs after his 60th
birthday and before his 65th birthday and prior to his
completion of 25 years or more of creditable service, his
retirement allowance shall be computed as in G.S. 128-
27(b17)(2)a. but shall be reduced by one-quarter of one
percent (1/4 of 1%) thereof for each month by which his
retirement date precedes the first day of the month
coincident with or next following his 65th birthday.

House Bill 816
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If the member’s early service retirement date occurs on or

after his 50th birthday and before his 60th birthday and after

completion of 20 years of creditable service but prior to the
completion of 30 years of creditable service, his early service
retirement allowance shall be equal to the greater of:

1. The service retirement allowance as computed under
G.S. 128-27(b17)(2)a. but reduced by the sum of five-
twelfths of one percent (5/12 of 1%) thereof for each

- month by which his retirement date precedes the first
day of the month coincident with or next following
the month the member would have attained his 60th
birthday, plus one-quarter of one percent (1/4 of 1%)
thereof for each month by which his 60th birthday
precedes the first day of the month coincident with or
next following his 65th birthday; or

2. The service retirement allowance as computed under
G.S. 128-27(b17)(2)a. reduced by five percent (5%)
times the difference between 30 years and his
creditable service at retirement; or

3. If the member’s creditable service commenced prior
to July 1, 1995, the service retirement allowance
equal to the actuarial equivalent of the allowance
payable at the age of 60 years as computed in G.S.
128-27(b17)(2)b.

Notwithstanding the foregoing provisions, any member

whose creditable service commenced prior to July 1, 1965,

shall not receive less than the benefit provided by G.S. 128-

27(b)."

Section 5. G.S. 128-27 is amended by adding a new subsection to read:
"(b18) Service Retirement Allowance of Member Retiring on or After July 1,

1999, -- Upon retirement from_service in accordance with subsection (a) or (al)

above, on or_ after July 1. 1999, a member shall receive the following service

retirement allowance:

o)

House Bill 816

A _member who is a law enforcement officer or an eligible former

law__enforcement officer shall receive a service retirement

allowance computed as follows:

a.

If the member’s service retirement date occurs on or after

his S5th birthday and completion of five years of creditable
service as a law enforcement officer, or after the completion
of 25 years of creditable service, the allowance shall be

equal to one and seventy-seven hundredths percent (1.77%)
of his average final compensation, multiplied by the number
of years of his creditable service.

Page 7
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b.

If the member’s service retirement date occurs on or after
his 50th birthday and before his 55th birthday with 15 or

more years of creditable service as a law enforcement officer

and prior to the completion of 25 years of creditable service,

his retirement allowance shall be equal to the greater of;

1, The service retirement allowance payable under G.S.
128-27(b18)(1)a. reduced by one-third of one percent

(1/3 of 1%) thereof for each month by which his
retirement date precedes the first day of the month

coincident with or next following the month the
member would have attained his 55th birthday; or

The service retirement allowance as computed under
G.S. 128-27(b18)(1)a. reduced by five percent (5%)

times the difference between 25 vears and his
creditable service at retirement.

[

(2) A_member who is not a law enforcement officer or an eligible

former law_enforcement officer shall receive a service retirement

allowance computed as follows:

a.

[

g

If the member’s service retirement date occurs on or after

his 65th birthday upon the completion of five years of
creditable service or after the completion of 30 years of
creditable service or on or after his 60th birthday upon the
completion of 25 years of creditable service, the allowance
shall be equal to one and seventy-seven hundredths percent
1.77%) of average final compensation, multiplied by the
number of years of creditable service.
If the member’s service retirement date occurs after his 60th
birthday and before his 65th birthday and prior to his
completion of 25 years or more of creditable service, his
retirement allowance shall be computed as in G.S. 128-
27(b18)(2)a. but shall be reduced by one-quarter of one
ercent (1/4 of 1%) thereof for each month by which his

retirement date precedes the first day of the month

coincident with or next following his 65th birthday.

If the member’s early service retirement date occurs on or

after his 50th birthday and before his 60th birthday and after

completion of 20 years of creditable service but prior to the
completion of 30 years of creditable service, his early service
retirement allowance shall be equal to the greater of:

1. The service retirement allowance as computed under
G.S. 128-27(b18)(2)a. but reduced by the sum of five-
twelfths of one percent (5/12 of 1%) thereof for each
month by which his retirement date precedes the first

day of the month coincident with or next followin

House Bill 816
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the month the member would have attained his 60th
birthday, plus one-quarter of one percent (1/4 of 1%)
thereof for each month by which his 60th birthday
precedes the first day of the month coincident with or
next following his 65th birthday; or

The service retirement allowance as computed under
G.S. 128-27(b18)(2)a. reduced by five percent (5%)

times the difference between 30 vears and his
creditable service at retirement: or

If the member’s creditable service commenced prior
to July 1. 1995, the service retirement allowance
equal to the actuarial equivalent of the allowance
payable at the age of 60 years as computed in G.S.
128-27(b18)(2)b.

Notwithstanding the foregoing provisions, any member
whose creditable service commenced prior to July 1. 1965,
shall not receive less than the benefit provided by G.S, 128-
27(b)."

Section 6. G.S. 128-27(m) reads as rewritten:

"(m) Survivor’s Alternate Benefit. -- Upon the death of a member in service, the
principal beneficiary designated to receive a return of accumulated contributions shall
have the right to elect to receive in lieu thereof the reduced retirement allowance
provided by Option two of subsection (g) above computed by assuming that the
member had retired on the first day of the month following the date of his death,
provided that all three of the following conditions apply:

(1) a. The member had attained such age and/or creditable service
to be eligible to commence retirement with an early or
service retirement allowance, or

b. The member had obtained 20 years of creditable service in
which case the retirement allowance shall be computed in

accordance with 6-5—128-24b1HHb: G.S. 128-27(b18)(1)b.
or GS5—1282%BIHP)e; G.S.  128-27(b18)(2)c.,

notwithstanding the requirement of obtaining age S0.

(2) The member had designated as the principal beneficiary to receive
a return of his accumulated contributions one and only one person
who is living at the time of his death.

(3) The member had not instructed the Board of Trustees in writing
that he did not wish the provisions of this subsection apply.

For the purpose of this benefit, a member is considered to be in service at the date
of his death if his death occurs within 180 days from the last day of his actual service.
The last day of actual service shall be determined as provided in subsection (1) of this
section. Upon the death of a member in service, the surviving spouse may make all
purchases for creditable service as provided for under this Chapter for which the
member had made application in writing prior to the date of death, provided that the

[~

(ed

|~

House Bill 816 Page 9
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date of death occurred prior to or within 60 days after notification of the cost to
make the purchase."

Section 7. G.S. 143-166.41 reads as rewritten:
"§ 143-166.41. Special separation allowance.

(a) Notwithstanding any other provision of law, every sworn law-enforcement
officer as defined by G.S. 135-1(11b) or G.S. 143- 166.30(a)(4) employed by a State
department, agency, or institution who qualifies under this section shall receive,
beginning on the last day of the month in which he retires on a basic service
retirement under the provisions of G.S. 135-5(a) or G.S. 143-166(y), an annual
separation allowance equal to eighty-five hundredths percent (0.85%) of the annual
equivalent of the base rate of compensation most recently applicable to him for each
year of creditable service. The allowance shall be paid in 12 equal installments on the
last day of each month. To qualify for the allowance the officer shall:

(1) Have (i) completed 38 25 or more years of creditable service or,
(i) have attained 55 years of age and completed five or more years
of creditable service; and

(2)  Not have attained 62 years of age; and

(3) Have completed at least five years of continuous service as a law
enforcement officer as herein defined immediately preceding a
service retirement. Any break in the continuous service required
by this subsection because of disability retirement or disability
salary continuation benefits shall not adversely affect an officer’s
qualification to receive the allowance, provided the officer returns
to service within 45 days after the disability benefits cease and is
otherwise qualified to receive the allowance.

(b) As used in this section, "creditable service" means the service for which credit
is allowed under the retirement system of which the officer is a member, provided
that at least fifty percent (50%) of the service is as a law enforcement officer as
herein defined.

(c) Payment to a retired officer under the provisions of this section shall cease at
the death of the individual or on the last day of the month in which he attains 62
years of age or upon the first day of reemployment by any State department, agency,
or institution.

(d) This section does not affect the benefits to which an individual may be entitled
from State, federal, or private retirement systems. The benefits payable under this
section shall not be subject to any increases in salary or retirement allowances that
may be authorized by the General Assembly for employees of the State or retired
employees of the State.

(e) The head of each State department, agency, or institution shall determine the
eligibility of employees for the benefits provided herein.

(f) The Director of the Budget may authorize from time to time the transfer of
funds within the budgets of each State department, agency, or institution necessary to
carry out the purposes of this Article. These funds shall be taken from those

Page 10 House Bill 816
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1 appropriated to the department, agency, or institution for salaries and related fringe
2 benefits.

3 (g) The head of each State department, agency, or institution shall make the
4 payments set forth in subsection (a) to those persons certified under subsection (e)
5 from funds available under subsection (f)."

6 Section 8. This act becomes effective July 1, 1999.

House Bill 816 Page 11
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MEMORANDUM
TO: "Mr. Jack Pruitt Mr. Mark V. Hartman
State Retirement Director Consulting Actuary
Department of State Treasurer 668 Link Road
Raleigh, N. C. 27603-1388 Lexington, N. C. 27295
FROM: Stanley Mooress,

Fiscal Research Division

. DATE: April 1, 1999

SUBJECT: Actuarial Note Request House Bill 816

Re: Reduces the years of service required for an unreduced benefit from 30 years
to 25 years for law enforcement officers in the Teachers' and State Employees'
Retirement System and the Local Governmental Employees’ Retirement System.

In accordance with North Carolina General Statute 120-114 and applicable Rules of the
North Carolina Senate and House of Representatives, please prepare or have prepared and
submit to us an actuarial note on the attached document. Please let us know if you have
any questions on this request.

cc: Representative Hensley
Representative Michaux, Chairman of the House Committee on Pensions and

‘, Retirement
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STATE OF NORTH CAROLINA
DEPARTMENT OF STATE TREASURER
, RETIREMENT SYSTEMS DIVISION
‘ HARLAN E. BOYLES JACK W. PRUITT

TREASURER DEPUTY TREASURER
April 12, 1999

The Honorable Henry M. Michaux, Jr.
Chairman of the House Committee

on Pensions and Retirement
Suite 1325 of the State Legislative Building
Raleigh, North Carolina

Re:  Actuarial Note/House Bill 816
Dear Representative Michaux:
In accordance with North Carolina General Statute 120-114, we herewith submit a
certified copy of an actuarial note on House Bill 816 which affects the Teachers’ and State

Employees’ Retirement System and the Local Governmental Employees’ Retirement System.

Please let me know if you have any questions with regard to this actuarial note. Also,
‘ please let me know when you wish us to appear before your Committee with regard to this

note.
Sihcerely yours,
W%
Jack W. Pruitt
Director
JWP/dsp
Enclosure

325 NORTH SALISBURY STREET, RALEIGH, NORTH CAROLINA 27603-1385
Courier #56-20-45 Telephone (919) 733-4191 Fax (919) 508-5350
E-mail: nc_retirement@treasurer.state.nc.us Web Page http://www.treasurer.state.nc.us/Treasurer/
An Equal Opportunity/Affirmative Action Employer
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200 Galleria Parkway, NW.  Suite 1200
Atlanta, Georgia 30339-5945
April 9, 1999
Mr. Jack Pruitt
Deputy Treasurer and Director
Retirement Systems Division
Department of State Treasurer
325 North Salisbury Street
Raleigh, North Carolina 27603-1385
House Bill 816
Dear Mr. Pruitt:

We have received your letter of April 5 regarding House Bill 816 which affects the Teachers’ and
State Employees’ Retirement System and the Local Governmental Employees’ Retirement

System.

The legislation would provide that members who are law enforcement officers shall be entitled to
(i) unreduced service retirement benefits at age 55 after 5 years of creditable service as a law
enforcement officer, or at any age after 25 years of creditable service, and (ii) reduced early
retirement benefits at age 50 with 15 years of creditable service as a law enforcement officer,
calculated by using a reduction of 1/3 of 1% for each month under age 35, 0r a reduction of 5%
times the difference between 25 years and the members’ creditable service at retirement,

whichever produces the greater benefit.

The estimated cost of this proposed legislation under the Teachers” and State Employees’
Retirement System would be as follows:

Increase in Employer
_Contribution Annual
Contribution Rate Rate Contribution
Normal .0080% $ 677,000
Accrued Liability 0342 2,893,000
Total .0422% $ 3,570,000

For the Local Governmental Employees’ Retirement System, we have determined that the
employers’ normal contribution rate for law enforcement officers under this legislation would be
5.86% of covered payroll. The increase from the current employer normal rate of 5.27% would
be 0.59% in perpetuity, which would require additional annual normal contributions of
approximately $2,810,000 in the first year. The additional unfunded accrued liability created on
account of this legislation is $47,024,000, which would require additional accrued liability
contributions of approximately $4,058,000 based on 15 year amortization of the additional
unfunded accrued liability. The combined annual additional normal and accrued liability

Buck Consultants, Inc.

770]965-2488

Fax 770]933-8336
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contributions required by the employer is approximately $6,868,000. The attached table shows
the estimated annual cost of the additional benefits for employers with law enforcement officers
and the increase in the accrued liability rate which would be applied to the payroll of all members

of each employer.

As technical observations, no minimum service requirement as a law enforcement officer is
specified for eligibility for unreduced retirement benefits after 25 years of creditable service and
no provisions are made for the additional funding requirements of the enhanced benefits.

If we can be of further assistance with regard to this legislation, please do not hesitate to contact
us.

Sincerely,

Caooad O Weedounodd o
Edward A. Macdonald ba
Principal and Consulting Actuary

EAM:ws
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200 Galleria Parkway, NNW.  Suite 1200
Atlanta, Georgia 30339-5945

April 9, 1999

Mr. Jack Pruitt

Deputy Treasurer and Director
Retirement Systems Division
Department of State Treasurer

325 North Salisbury Street

Raleigh, North Carolina 27603-1385

House Bill 816

Dear Mr. Pruitt:

We have received your letter of April 5 regarding House Bill 816 which affects the Teachers’ and
State Employees’ Retirement System and the Local Governmental Employees’ Retirement

System.

The legislation would provide that members who are law enforcement officers shall be entitled to
(i) unreduced service retirement benefits at age 55 after S years of creditable service as a law
enforcement officer, or at any age after 25 years of creditable service, and (ii) reduced early
retirement benefits at age S0 with 15 years of creditable service as a law enforcement officer,
calculated by using a reduction of 1/3 of 1% for each month under age 55, or a reduction of 5%
times the difference between 25 years and the members’ creditable service at retirement,

whichever produces the greater benefit.

The estimated cost of this proposed legislation under the Teachers” and State Employees’
Retirement System would be as follows:

Increase in Employer
Contribution . Annual
Contribution Rate " Rate Contribution
Normal .0080% $ 677,000
Accrued Liability 0342 2,893,000
Total .0422% $ 3,570,000

For the Local Governmental Employees’ Retirement System, we have determined that the
employers’ normal contribution rate for law enforcement officers under this legislation would be
5.86% of covered payroll. The increase from the current employer normal rate of 5.27% would
be 0.59% in perpetuity, which would require additiopal annual normal contributions of
approximately $2,810,000 in the first year. The additional unfunded accrued liability created on
account of this legislation is $47,024,000, which would require additional accrued liability
contributions of approximately $4,058,000 based on 15 year amortization of the additional
unfunded accrued liability. The combined annual additional normal and accrued liability

Buck Consultants, Inc.
770]955-2488 Fax 770{933-8336
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contributions required by the employer is approximately $6,868,000. The attached table shows
the estimated annual cost of the additional benefits for employers with law enforcement officers
and the increase in the accrued liability rate which would be applied to the payroll of all members

of each employer.
As technical observations, no minimum service requirement as a law enforcement officer is

specified for eligibility for unreduced retirement benefits after 25 years of creditable service and
no provisions are made for the additional funding requirements of the enhanced benefits.

If we can be of further assistance with regard to this legislation, please do not hesitate to contact
us.

Sincerely,

Cauoad Q. WAacdonold .
Edward A. Macdonald ‘06
Principal and Consulting Actuary

EAM:ws
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LEO
No.

70005
70007
70020
70030
70032
70033
70035
70036
70038
70040
70050
70063
70064
70065
70070
70072
70074
70080
70082
70085
76090
70100
70103
70104
70105
70107
70110
70130
70145
70146
70147
70150

North Carolina Local Governmental Employees Retirement System
Cost to Individual Units of House Bill 816

Aberdeen, Town Of
Ahoskie, Town Of
Alamance County.......ooiveeeeenen,.
Albemarle, City Of............c.....
Alexander County.......oivveneerennn
Alexander Mills, Town Of
Alleghany County
Andrews, Town Of
Angier, Town Of
Anson County.......cc.iiiinennnnnnnn
Apex, Tovn Of......0.vuvununn. Ve
Archdale, City Of

Asheboro, City Of
Ashe County.. .t iiiveinrinnneenennenn
Asheville, City Of.........ovvuu.u..
Asheville A.B.C., Board..........v0..
Asheville Regional Airport Authority
Atlantic Beach, Town Of
Aulander, Town Of.,..
Aurora, Town Of
Avery County....ivieiinnnenneneanenn
Ayden, Town Of.........c.0euveruunnn,
Badin, Town Of..........o0inerunn..

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

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

............
--------------------
....................

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

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

.............
---------------

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

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

Banner Elk, Town Of
Beaufort County........evvvnnennnn..
Beaufort, Town Of

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

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

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

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

No.
LEO

18
18
76
44
20
1
1
3
14
23
27
20
51
16

172

LEO
Payroll

479,165
362,813
2,073,189
1,272,712
460,842
4,149
196,402
34,406
189,061
486,298
818,500
575,688
1,394,258
339,180
5,515,706
71,651
477,332
232,855
31,871
44,772
387,859
364,143
89,631
54,229
22,573
191,118
109,309
948,381
231,724
178,908
201,639
585,131

Page 1

Total
Payroll

1,268,219
1,220,314
15,161,316
6,428,922
2,017,555
122,466
1,531,081
222,448

" 428,142
4,162,702
3,261,136
1,095,897
6,163,184
2,668,812
26,616,679
1,114,345
808,102
285,990
133,268
130,709
2,996,257
1,455,901
137,060
113,300
52,211
563,321
259,123
6,692,948
1,117,338
959,489
718,166
1,693,318

Incr. AL
Rate (%)

0.27%
0.36%
0.08%
0.25%
0.12%
0.02%
0.04%
0.00%
0.02%
0.04%
0.31%
0.58%
0.25%
0.04%
0.20%
0.04%
0.90%
0.00%
0.10%
0.03%
0.00%
0.18%
0.00%
0.03%
0.00%
0.01%
0.20%
0.09%
0.02%
0.01%
0.01%
0.27%

Additional Cost

Normal AL Total
2,827 3,424 6,251
2,141 4,393 6,534
12,232 12,129 24,361
7,539 16,072 23,611
2,719 2,421 5,140
24 24 48
1,159 612 1,771
203 0 203
Lil$ 86 1,201
2,869 1,665 4,534
4,329 10,110 14,939
3,397 6,356 9,753
8,226 15,408 23,634
2,001 1,068 3,069
32,543 53,233 85,776
423 446 869
2,816 7,273 10,089
1,374 0 1,374
188 133 321
264 39 303
2,288 0 2,288
2,148 2,621 4,769
529 0 529
320 34 354
133 0 133
1,128 56 1,184
645 518 1,163
5,595 6,024 11,619
1,367 223 1,590
1,056 96 4,152
1,190 72 1,262
3,452 4,572 8,024



LEO
No.

70155
70157
70160
70170
70180
70190
70192
70195
70200
70210
70215
70220
70225
70230
70235
70240
70250
70260
70265
70270
70280
70285
70290
70295
70300
70310
70320
70330
70340
70350
70355
70357

Name

Bessemer City, City Of..
Bethel, Town Of.,........
Beulaville, Town Of......
Benson, Town Of...,,....
Bertie County.......,....
Biltmore Forest, Town Of
Biscoe, Town Of.........

.....

Boiling Spring Lakes, City Of.......

Boiling Sprimngs, Town Of
Bolton, Town Of,........

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

......

Brunswick County........
Bryson City, Town Of....
Buncombe County
Bunn, Town Of

.........

...........

Burke County......,......
Burlington, City Of.....
Burnsville, Town Of
Cabarrus County
Caldwell County

.....

---------

North Carolina Local Governmental Employees Retirement System

Cost to Individual Units of House Bill 816

No. LEO Totat
LEO " Payroll Payroll

............ 12 271,295 1,053,665
............ 5 87,667 313,795
............ 3 59,088 215,832
............ 18 345,087 1,139,719
............ 14 337,261 3,297,204
............ 9 255,681 611,188
............ 7 157,782 291,009
............ 2 48,300 188,252
............ 15 3713421 1,287,230
............ 42 1,110,860 13,187,370
B 9 120,082 299,683
............ 9 237,807 955,637

4 77,466 275,230
............ 6 106,131 304,680
............ 2 40,331 40,331
............ 32 941,964 3,253,423
............ 2 47,393 203,519
............ 21 656,782 2,026,514
............ 4 61,198 156,059
............ I 29,649 83,445
............ 67 1,995,666 9,604,973
............ 6 85,233 336,332
............ 214 5,636,265 35,565,896
............ -6 65,770 126,417
............ 6 157,955 593,253
............ 80 1,753,036 5,605,000
............ 108 3,596,905 14,121,031
........ Pene 9 166,496 453,303
............ 137 4,080,029 19,277,524
............ 52 1,374,958 11,865,122
............ 2 19,134 32,707
............ 7 173,903 716,147

Page 2

Incr. AL,
Rate (%)

0.19%
0.00%
0.42%
0.06%
0.10%
0.00%
0.99%
0.00%
0.19%
0.06%
0.10%
0.16%
0.05%
0.04%
0.00%
0.35%
0.18%
0.32%
0.00%
0.00%
0.08%
0.10%
0.03%
0.00%
0.17%
0.22%
0.36%
0.09%
0.14%
0.09%
0.00%
0.00%

Additional Cost
Normal AL. Total
1,601 2,002 3,603
517 0 517
349 906 1,255
2,036 684 2,720
1,990 3,297 5,287
1,509 0 1,509
931 2,881 3,812
285 0 285
2,203 2,446 4,649
6,554 79012 14,466
708 300 1,008
1,403 1,529 2,932
457 138 595
626 122 748
238 0 238
5,558 11,380 16,938
280 366 646
3,875 6,485 10,360
361 0 361
175 0 175
11,774 7,684 19,458
503 - 336 839
33,254 10,670 43,924
388 0 388
932 1,009 1,941
10,343 12,331 22,674
21,222 50,836 72,058
982 408 1,390
24,072 26,989 51,061
8,112 10,679 18,791
113 0 113
1,026 0 1,026



LEO
No.

70360
70362
70365
70372
70375
70380
70385
70390
70400
70405
70415
70430
70440
70450
70470
70480
70490
70500
70505
70520
70522
70525
70530
70535
70538
70540
70550
70552
70555
70570
70580
70581

North Carolina Local Governmental Employees Retirement System
Cost to Individual Units of House Bill 816

Candor, Town Of
Canton, Town Of..........0irevnnnen..
Cape Carteret, Town Of ........000us.
Carrboro, Town Of............c0vuun.
Carolina Beach, Town Of
Carteret County......cvvviinnnn...
Carteret County A.B.C. Board
Carthage, Town Of
Cary, Town Of

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

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

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

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

Caswell County.......ccvivtieninenons
Catawba County...uoviveniineennnnenns
Catawba County A.B.C. Board
Chadbouxn, Town Of

---------
..................

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

Charlotte, City Of...... .
Chatham County............cc.ue.un..
Cherokee County...........onvueuun..
Eastern Band Of Cherokee Indians....
Cherryville, City Of................
China Grove, Town Of
Chocowinity, Town Of
Chowan County. .....oivirvennuennnnen
Claremont, Town Of........co0uurenn.
Clay County........,. besreentaneanan
Clayton, Town Of.......cveeveennnnn.
Cleveland County........voevenuunenns
Cleveland, Town Of
Clinton, City Of
Coats, Town Of.......vvvtivnunnnnunn.
Colunbus County.......ocveuveuvnn....
Columbus, Town Of

...........

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

------------------

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

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

No.
LEO

14

33
25
33

i1
103

30
103

8s
1336
50
18
28
17

13
n
"
23
74

29

56

LEO
Payroll

67,582
401,758
124,224

1,004,734
571,281
819,166

27,313

156,326
3,271,983

93,941

637,253
2,980,401

33,849

167,823

3,253,307
52,731,566
1,272,184
277,331
808,687
347,739
205,185

27,905
385,910
173,886
227,594
525,361

1,997,739

63,024
800,680
142,770

1,221,834
123,543

Page 3

Total
Payroll

111,392
1,784,549
163,188
3,568,971

1,686,022 -

7,141,331
496,811
355,262

18,862,425
146,556
3,459,058
27,348,944
685,643
290,261
14,769,670
129,300,070

8,084,432

3,483,506
808,687

1,677,700
393,532
129,098

2,299,367
384,159

1,513,611

2,278,486

18,255,916
134,114

2,741,063
287,374

9,148,768
319,100

Tacr. AL.
Rate (%)

0.00%
0.04%
0.59%
0.18%
0.05%
0.02%
0.00%
0.22%
0.15%
0.28%
0.08%
0.04%
0.00%
0.21%
0.22%
0.46%
0.09%
0.00%
0.27%
0.05%
0.38%
0.22%
0.14%
0.21%
0.03%
0.16%
0.08%
0.00%
0.13%
0.09%
0.08%
0.21%

Additional Cost

Normal AL. Total
399 0 399
2,370 714 3,084
733 963 1,696
5,928 6,424 12,352
3,371 843 4214
4,833 1,428 6,261
161 ] 161
922 782 1,704
19,305 28,294 47,599
554 410 964
3,760 2,767 6,527
17,584 10,940 28,524
200 0 200
990 610 1,600
19,195 32,493 51,688
3iLLll6 594,780 905,896
7,506 7,276 14,782
1,636 0 1,636
4,771 2,183 6,954
2,052 839 2,891
1,211 1,495 2,706
165 284 449
2,277 3,219 5,496
1,026 807 1,833
1,343 454 1,797
3,100 3,646 6,746
11,787 14,605 26,392
372 ¢ 372
4,724 3,563 8,287
842 259 i,101
7,209 7,319 14,528
729 670 1,399



LEO

70590

70610
70620
70625

70640

70650

70660

70680
70685

70700
70705

70720
70721

70723
70724
70725
70730
70735
70745
70760
70770
70780
70790
70800
70805
70812
70815
70817
70820
70840
70850
70855

North Carolina Local Governmental Employees Retirement System
Cost to Individual Units of House Bill 816

Name
Concord, City Of............0.......
Conover, Town Of....................
Conway, Town Of...... b e e ren e
Cornelius, Town Of....,.............
Cramexton, Town Of.......... Ve cavan
Craven County...............ouu.u...
Creedmoor, City Of..................

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

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

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

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

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

Davie County
Denton,
Dobson, Town Of
Drexel, Town Of

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

.....................
----------------------
-----------------------

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

Durham, City Of.....................
Durham County..... .

-----------------
----------

-------------------

Eden, City Of
Edenton,
Edgecombe County
Elizabeth City

-----------------------

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

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

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

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

LEO

305
38
53

112

15
29

wn

32
40
333
123

12
52
20
42
42
14
18

LEO
Payrall

3,021,152
606,181
26,686
766,302
206,969
1,494,657
140,568
8,805,001
95,189
853,539
194,143
1,467,996
33,871
3,033,167
416,857
694,081
172,611
127,057
140,267
834,306
1,034,530
12,942,291
3,743,486
72,677
38,788
133,335
1,567,904
487,731
1,169,183
1,105,818
374,792
443,587
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Total
Payroll

17,201,493
1,756,234
122923
1,281,875
491,122
13,293,212
324,277
56,221,886
- 924,284
3,914,492
906,981
14,339,763
347,109
20,118,757
734,026
5,901,722
451,996
244,523
494,126
2,593,865
7,833,875
55,352,483
39,763,913
t,522,043
70,014
325,645
4,906,208
1,771,975
10,868,802
5,009,786
904,071
1,284,589

Incr. AL,
Rate (%)

0.15%
0.33%
0.27%
0.12%
0.81%
0.05%
0.60%
0.04%
0.16%
0.04%
0.04%
0.09%
0.00%
0.07%
0.06%
0.02%
0.21%
0.01%
0.02%
0.18%
0.07%
0.30%
0.05%
0.08%
0.00%
0.00%
0.37%
0.31%
0.11%
0.16%
0.20%
0.06%

Additional Cost

Normal AL.

17,825 25,802
3,576 5,796
157 332
4,521 1,538
1,221 3,978
8,818 6,647
829 1,946
51,950 22,489
562 1,479
5,036 1,566
1,145 363
8,661 12,906
200 0
17,896 14,083
2,459 440
4,095 1,180
1,018 949
750 24
828 99
4,922 4,669
6,104 5,484
76,360 166,057
22,087 19,882
458 1,218
229 0
787 0
9,251 18,153
2,878 5,493
6,898 11,956
6,524 8,016
2,21 1,808
2,617 771

Total

43,627
9,372
489
6,059
5,199
15,465
2,775
74,439
2,041
6,602
1,508
21,567
200
31,979
2,899
5,275
1,967
774
927
9,591
11,588
242,417
41,969
1,676
229
787
27,404
8,371
18,854
14,540
4,019
3,388



LEO
No.

70860
70865

70870
70880
70890
70895
70900
70905

70908

70910
70920
70930
70940
70943
70950
70951

700953
70954
70955
70960
70970
70980
70950
71000
71010
71020
71030
71032
71040
71050
71060
71065

Exkx Park, Town Of..,
Ellerbe, Town Of....
Elm City, Town Of...

Elon College, Town Of
Emerald 1Isle, Town Of

Enfield, Town Of....
Erwin, Town Of......
Eureka, Town Of.....
Fair Bluff, Town Of.
Fairmont, Town Of...
Faison,Town Of......
Farmville, City Of..

Fayetteville, City Of

Fletcher, Town Of...
Forest City.........
Forsyth County......
Foxfire Village.....
Four Oaks, Town Of..
Franklin, Town Of...
Franklin County.....
Franklinton, Town Of
Fremont, Town Of....

North Carolina Local Governmental Employees Retirement System
Cost to Individual Units of House Bill 816

----------------

----------------

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

---------------

----------------

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

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

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

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

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

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

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

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

----------------

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

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

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

----------------

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

Fuquay-Varina, Town Of..............

Garland,Town Of.....
Garner, Town Of.....
Garysburg, Town Of..
Gaston County.......
Gaston, Town Of.....
Gastonia, City Of...
Gates County.......:
Gibsonville, Town Of
Glen Alpine, Town Of

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

----------------

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

----------------

nesecrer s e s a0 e

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

----------------

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

No.
LEO

o D

LEO
Payroll

20,289
49,066
84,464
315,568
438,359
156,746
253,492
18,296
79,172
302,840
49,245
482,248
9,014,986
294,097
848,636
7,796,071
67,099
105,602
436,248
922,087
198,695
103,861
547,450
37,152
1,547,259
61,076
7,456,222
39,930
6,028,811
39,117
309,381
47,285
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Total
Payroll

66,847
155,510
215,073
886,501
1,240,755
737,127
805,458
27,175
144,293
720,137
146,557
1,762,889
28,158,174
571,568
2,840,437
50,719,642
93,302
231,500
1,114,643
7,821,379
498,876
497,160
1,752,764
107,028
4,224,245
91,255
31,682,311
142,634
28,176,247
883,731
864,615
74919

Incr. A.L.
Rate (%)

0.40%
0.00%
0.00%
0.34%
0.35%
0.00%
0.16%
0.00%
0.00%
0.21%
0.47%
0.00%
0.23%
0.00%
0.22%
0.16%
0.88%
0.00%
0.36%
0.03%
0.18%
0.03%
(.12%
0.00%
047%
0.04%
0.17%
0.00%
0.30%
0.00%
0.00%
0.26%

Additional Cost
Normal AL. Total

120 267 387
289 0 289
498 0 498
1,862 3,014 4,876
2,586 4,343 6,929
925 0 925
1,484 1,289 2,773
108 0 108
467 0 467
1,787 1,512 3,299
291 689 980
2,845 0 2,845
53,188 64,764 117,952
1,735 0 1,735
5,007 6,249 11,256
45,997 81,151 127,148
396 821 1,217
623 0 623
2,574 4,013 6,587
5,440 - 2,346 7,786
1,172 898 2,070
613 149 762
3,230 2,103 5,333
219 0 219
9,129 19,854 28,983
360 37 397
43,992 53,860 97,852
236 0 236
35,570 84,529 120,099
231 0 231
1,825 4] 1,825
279 195 474



LEO
No.

71070
71080
71085
71090
71105
71110
71130
71140
71150
71160
71170
71178
71180
71200
21220
71230
71240
71245
71250
71270
71275
71280
71300
71310
71330
71335
71340
71360
71370
71380
71385
713%0

North Carolina Local Governmental Employees Retirement System

Name

Goldsboro, City Of
Graham, City Of
Graham County

Greenville, City Of
Grifton,
Grover,

Halifax County
Hamlet,

Haywood County................

Henderson, City Of..............
Henderson County................

Hendersonville, City Of
Hertford,

Highlands,

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

.........

-------------

Town Of.................
Town Of.................
Guilford, County Of.............

18 08

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

---------------

oo e

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

Town Of...............
Hertford County.......c.0ov.. ...
Hickory, City Of.......ovv. v e,

-------------

-----------

¢ s a e

Cost to Individual Units of House Bill 816

No. LEO Total

LEO Payroll Payroli
.. 97 2,821,558 10,817,815
cene 27 659,451 2,886,810
3 25,716 63,187
Ve 13 288,741 1,148,911
S 81,118 118,236
.o 37 760,321 11,026,058
cee. 26 479,018 2,885,827
466 19,250,543 81,927,981
Ve 2 70,394 -1,508,365
147 4,735,327 16,891,777
‘e 6 139,941 333,474
1 40,810 78,721
207 7,503,407 77,260,462
45 1,091,437 13,589,824
he 20 490,287 1,760,594
v 64 1,567,979 11,802,531
e 24 660,070 2,091,843
e 7 187,639 516,451
..... 52 992,179 8,548,553
52 1,270,348 5,079,439
N 94 3,169,510 14,552,723
33 1,009,830 2,668,970
ces 8 149,799 495,076
14 282,762 3,142,444
102 2,920,797 15,508,922
11 218,433 1,037,610
190 6,811,278 38,258,660
18 545,955 1,795,880
cean 4 765,010 4,150,229
5 94,205 239,024
cen 13 352,736 1,748,024
24 527,331 1,641,392
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Incr. AL,
Rate (%6)

0.16%
0.12%
0.00%
0.15%
0.20%
0.05%
0.01%
0.36%
0.00%
0.27%
0.14%
0.00%
0.08%
0.08%
0.12%
0.07%
0.32%
0.53%
0.04%
021%
0.19%
0.27%
0.25%
0.01%
0.18%
0.10%
0.22%
0.15%
0.00%
0.00%
0.03%
0.06%

Additional Cost

Nomnal AL Total
16,647 17,309 33,956
3,891 3,464 7,355
152 )] 152
1,704 1,723 3,427
479 236 715
4,486 5,513 9,999
2,826 289 3,L1s
113,578 294,941 408,519
415 0 415
27,938 45,608 73,546
826 467 1,293
241 0 241
44,270 61,808 106,078
6,439 10,872 17,311
2,893 2,113 5,006
9,251 8,262 172,513
3,894 6,694 10,588
1,107 2,737 3,844
5,854 3419 9,273
7,495 10,667 18,162
18,700 27,660 46,360
5,958 7,206 13,164
884 1,238 2,122
1,668 314 1,982
17,233 27916 45,149
1,289 1,038 2,327
40,187 84,169 124,356
3,221 2,694 5,915
4514 0 4,514
556 0 556
2,081 524 2,605
3,11 985 4,096



North Carolina Local Governmental Employees Retirement System
Cost to Individual Units of House Bill 816

LEO No. LEO Total Incr. A L. Additional Cost

No. Name LEO Payroll Payroll Rate (%) Norma) AL, Total
71392 Hot Springs, Town Of..........u0.... 2 36,360 36,360 0.00% 215 0 215
71395 Hudson, Town OFf........v'voeonnun.. Il 265,727 604,589 0.56% 1,568 3,386 4,954
71397 Huntersville,Town Of,............... 34 909,629 1,305,220 0.24% 5,367 3,133 8,500
71400 Hyde COUNtY.....'vuvreerenvnnnnnns., 10 194,943 1,936,159 0.01% 1,150 194 1,344
71405 Indian Beach, Town Of............... 4 125,355 153,904 0.77% 740 1,185 1,925
71420 Iredell County..............ouov..... 80 2,247,595 15,136,062 0.11% 13,261 16,650 29,911
71430 Jackson County......,.....ouueumnn. .. 34 746,962 5,314,280 0.06% 4,407 3,189 7,596
71435  Jackson, Town OF........u'veeer oo, 1 31,000 64,959 0.00% 183 0 183
71440  Jacksonville, City Of............... 101 2,815,962 10,561,937 0.19% 16,614 20,068 36,682
71447  Jefferson, Town Of.................. 3 66,138 254,020 0.35% 390 889 1,279
71460 Johnston County............... e e 73 1,859,433 30,734,279 0.03% 10,971 9,220 20,191
71465 Jones Coumty.................. e 8 182,652 . 1,986,667 0.00% 1,078 0 1,078
71467 Jonesville, Town Of..........o'.o.... 11 179,238 359,894 0.23% 1,058 828 1,886
71468 Kannapolis, Town Of................. 75 2,614,556 4,553,795 0.58% 15,426 26,412 41,838
71462 Kenansville, Town Of..........o..... 4 64,299 163,195 0.00% 379 0 379
71470 Kernersville, Town Of............... 45 1,158,989 4,006,554 0.25% 6,838 10,016 16,854
71472 Kenly, Town Of ....euuvuurunnnnnnnn. 12 159,267 298,407 0.00% 940 0 940
71480 K11l Devil Hills, Town Of........... 23 714,037 3,048,843 0.16% 4,213 4,878 9,091
71487 King, Town Of....uevunnnnnn... eeean 16 379,610 1,176,172 0.11% 2,240 1,294 3,534
71490  Kings Mountain, City Of............. 27 561,172 2,837,111 0.04% 3,31 1,135 4,446
71492 Kingtown, Town Of........cvurvunn.... 2 33,670 36,324 0.00% 199 0 199
71500 Kinston, City Of........covenun..... 73 2,107,326 10,532,580 0.17% 12,433 17,905 30,338
71507 Kitty Hawk, Town Of................. 14 430,670 728,731 0.67% 2,541 4,882 7,423
71510 Knightdale, Town Of..........c...... 13 394,337 807,186 0.28% 2,327 2,260 4,587
71515 Kure Beach, Town Of................. 7 188,873 471,123 0.00% 1,114 0 1,114
71517  Lagrange, Town Of.............c...... 8 146,376 578,909 0.24% 864 1,389 2,253
71518  Lake Lure, Town Of.................. 7 133,877 681,846 0.13% 790 886 1,676
71519 Lake Roccamaw, Town Of.............. 2 48,495 160,700 0.00% 286 0 286
71522 Landis, Town Of.......eovvennnnon... 7 162,865 594,905 0.31% 961 1,844 2,805
71525 Laurel Paxk, Town Of................ S 99,367 395,008 0.05% 586 198 784
71530 Laurinburg, City Of................. 32 822415 3,990,182 0.14% 4,852 5,586 10,438
71532 Lawndale, Town Of..,.......uuuuun.... 1 21,384 32,212 0.00% 126 0 126
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LEO
No.

71535
71540
71550
71582
71570
71582
71584
71585
71590
71600
71615
71620
71630
71640
71650
71655
71660
71670
71680
71683
71684
71685
71700
71705
71710
71711
M8
71720
71730
71740
71745
71750

North Carolina Local Governmental Employees Retirement System
Cost to Individual Units of House Bill 816

Lee County......iiiiiiiininninennane
Leland, Town Of.......c.0veienennnn
Lenoir County. . .oviviiinernnninnnnnn.
City Of Lenlor......viveninernnn...
Lexington, City Of
Liberty, Town Of. .. ... . ..o nenes
Lilesville, Town Of
Lillington, Town Of
Lincoln County....cuvinrnnnennenans
Lincolnton, City Of.................
Littleton, Town Of............ [N
Locust, City Of.....c.. i i ernn.
Long Beach, Town Of
Long View,Town Of............c.c....
Louisburg, Town Of.........c.c0couen..
Lowell, Town Of..,...vuiienureinens.
Lucama, Town Of........ciivierue...
Lumberton, City Of..................
Macon County.......covuenan.. .
Madison, Town Of
Madison County.....oiveenveneneenees
Maggie Valley, Town Of
Maiden, Town Of
Manteo, Town Of
Marion, Town Of. ... c.iiivennnncens.
Marshall, Town Of..........ccouu....
Mars Hill,Town Of......cvcvvven....
Marshville, Town Of
Martin County.....oivveniiiinnnnnnn.
Matthews, Toun Of

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

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

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

-----------------

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

---------------------

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

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

No.
LEO

16

66
3l

19
20
12

W o~

62
34
13
i3

19

oo & &

27
38

13

LEO
Payroli

897,724
144,781
1,275,986
1,372,809
1,828,307
238,451
31,487
180,898
1,785,721
901,642
32,810
121,300
525,215
406,387
318,172
152,816
57,137
1,458,995
765,816
316,502
209,344
129,119
387,520
163,990
430,171
56,313
71,362
196,540
601,904
1,249,920
38,812
248,619
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Total
Payroli

7,689,096
204,115
11,229,250
5,489,733
9,657,604
592,43¢
54,533
621,050
9,051,079
3,862,731
133,507
165,626
1,417,476
926,870
1,445,911
382,627
230,169
7,184,905
5,420,270
1,007,245
2,972,038
218,139
1,111,461
618,609
1,591,177
135,523
333,464
444,770
3,562,528
2,496,609
109,653
248,619

Incr. AL,
Rate (%)

0.05%
0.37%
0.14%
0.26%
0.20%
0.26%
0.00%
0.17%
0.12%
G.18%
041%
0.47%
0.03%
0.24%
0.06%
0.16%
0.01%
0.22%
0.01%
0.24%
0.00%
0.74%
0.04%
0.12%
0.06%
0.17%
0.02%
0.46%
0.11%
0.19%
0.00%
0.92%

Additional Cost
Normal AlL. Total

5,297 3,845 9,142
854 755 1,609
7,528 15,721 23,249
8,100 14273 22,373
10,787 19,315 30,102
1,407 1,540 2,947
186 0 186
1,067 1,056 2,123
10,536 10,861 21,397
5,320 6,953 12,273
194 547 741
716 778 1,494
3,099 425 3,524
2,398 2,224 4,622
1,877 868 2,745
902 612 1,514
337 23 360
8,608 15,807 24,415
4,518 542 5,060
1,867 2,417 4,284
1,235 0 1,235
762 1,614 2,376
2,286 445 2,731
968 742 1,710
2,538 955 3,493
332 230 562
421 67 488
1,160 2,046 3,206
3,551 3,919 2,470
2,375 4,744 12,119
229 0 229
1,467 2,287 3,754



LEO
No.

71755
71760
71762
71765
71770
71780
71785
71788
71790
71800
71815
71820
71830
71840
71850
71860
71870
71885
71910
71920
71930
71940
71970
71975
71980
71990
71995
72000
72020
72024
72030
72032

North Carolina Local Governmental Employees Retirement System
Cost to Individual Units of House Bill 816

No.
Name LEO
Mayodan, Town Of.................... 11
Mcadenville, Town Of............. . 4
Mc Dowell County...ovuy.onueunnnn.., 32
Mebane, Town Of..................... 2
Mecklenburg County.................. 347
Mecklenburg County A.B.C. Board..... 1o
Middlesex, Town Of.............0.... 6
Mitchell County.......,.......0...... 13
Mocksville, Town Of ................. 14
Monroe, City Of..................... 67
Montgomery County........,.... fre e 26
Montreat, Town Of................... 5
Moore County.............0ccoounon. .. 59
Moore County A.B.C. Board........... 3l
Mooresville, City Of................ ) 36
Morehead City, Town Of.............. 35
Morganton, City Of.................. 87
Morven, Town Of..................... 3
Mount Airy, Town Of......,.....%..... 38
Mount Gilead, Town Of............... 8
Mt. Holly, City Of.................. 19
Mount Olive, Town Of...,............ 16
Murfreesboro, Town Of............... {1
Murphy, Town Of..,.....coouverunnn.. 8
Nags Head, Town Of.............00.... 18
Nash County......................... 55
Nashville, Town Of.................. 10
Nash County A.B.C. Board......,..... 1
New Bern, City Of..........covuun... 78
New Hanover Airport Authority....... 9
New Hanover County.................. 188
Newland, Town Of..........ccvuuun... 4

LEO
Payroll

304,781
106,203
753,215
55,852
12,181,927
501,555
105,983
232,429
311,874
2,279,318
582,609
144,721
1,640,770
63,737
975,398
945,272
2,423,886
36,720
1,136,474
163,417
478,523
315,830
202,521
172,400
609,721
1,371,681
221,141

34,536

2,817,172
284,801
6,163,764
42,444
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Total
Payroll

839,412
136,325
5,080,312
69,034
108,608,880
3,486,408
179,041
1,985,605
1,095,687
7,961,823
3,231,345
332,477
10,792,657
304,266
3,851,614
2,874,158
7,787,020
79,340
4,198,891
293,125
1,853,068
937,338
550,415
637,045
2,675,301
12,067,346
852,900
395,088
9,120,704
723,831
32,708,001
158,464

Incr. ALL. Additional Cost
Rate (%) Normal AL, Total

0.34% 1,798 2,854 4,652
0.13% 627 177 804
0.03% 4,444 1,524 5,968
0.00% 330 : 0 330
0.06% 71,873 65,165 137,038
0.11% 2,959 3,835 6,794
0.28% 625 501 1,126
0.09% 1,371 1,787 3,158
0.15% 1,840 1,644 3,484
0.27% 13,448 21,497 34,945
0.09% 3,437 2,908 6,345
0.41% 854 1,363 2,217
0.12% 9,681 12,951 22,632
0.12% 388 365 753
0.16% 5,755 6,163 11,918
0.18% 5,577 5,173 10,750
0.37% 14,301 28,812 43,113
0.00% 217 0 217
0.22% 6,705 9,238 15,943
0.26% 964 762 1,726
0.15% 2,823 2,780 5,603
0.28% 1,863 2,625 4,488
0.11% 1,195 605 1,800
0.32% 1,017 2,039 3,056
0.21% 3,597 5,618 9,215
0.07% 8,093 8,447 16,540
0.06% 1,308 512 1,820
0.20% 204 790 994
0.09% 16,621 8,209 24,830
0.18% 1,680 1,303 2,983
0.06% 36,366 19,625 55,991
0.00% 250 0 250



LEO
No.

72035
72040
72050
72055
72060
72076
72105
72110
72120
72135
72140
72150
72170
72195
72200
72210
72220
72228
72235
- 72245
72250
72265
72270
72280
72285
72287
72290
72295
72296
72300
72310
72320

North Carolina Loéal Gove

mmental Employees Retirement System

Cost to Individual Units of House Bill 816

No. LEO Total Incr. AL.

Name LEO Payroll Payrell Rate (%)

Newport, Town Of.................... 5 131,987 443,713 0.20%
Newton, Town Of...........c000vuunn. 32 948,131 4,097,489 0.17%
Newton Grove, Town Of............... 3 40,394 102,883 0.11%
Norlina, Town Of...........00....... 6 88,594 143,765 0.04%
Northampton County.................. 18 427,308 5,042,897 0.05%
City Of Northwest.,................. 2 37,263 88,593 0.00%
North Wilkesboro, Town Of........... 25 495,852 1,435,718 0.08%
Norwood, Town Of..........ccovuun... 5 120,619 430,113 0.26%
Oakbore, Town Of........cvveerennn.. 4 99,177 218,006 0.00%
Ocean Isle Beach, Town Of...,....... 6 202,588 516,187 0.00%
Old Fort, Town Of........,..oo.u... 7 152,415 415,837 0.02%
Onslow County. ..o venrereeunennnnn. 99 2,651,851 22,044,008 0.05%
Orange County.......,...... Ceee e 100 3,113,676 18,585,388 0.12%
Oriental, Town Of.........cco0uvv.... 2 56,138 131,816 0.00%
Oxford, City Of..........00ivunnnnn. 30 732,029 2,155,677 0.25%
Pamlico County...... oveivurnenrenn.. 14 299,326 2,229,847 0.00%
Pasquotank County................... 25 649,983 22,069,514 0.01%
Pembroke, Town Of..,......cveveru.... 13 263,840 728,097 0.28%
Pender County................. e 38 808,052 5,165,408 0.06%
Perquimans County...........co.u.... 4 54,737 1,249,616 0.01%
Person County.........covvumuunn.... 33 814,743 7,166,554 0.05%
Piedmont Triad Airport Authority.... 4 72,109 72,709 0.00%
Pikeville, Town Of......cocovuuu.... 4 54,285 54,285 0.00%
Pilot Mountain, Town Of............. . 8 196,401 442,251 0.54%
Pinebluff, Town Of......cuovveunn.... 4 62,041 178,464 0.00%
Pinehurst, Village Of............... 24 541,496 2,430,358 0.13%
Pine Knoll Shores, Town Of.......... 6 126,888 328,927 0.00%
Pine Level, Town Of................. 3 42,148 191,629 0.14%
Pinetops, Town Of........c.uvuun.... 6 146,052 447,030 0.00%
Pineville, Town Of.........c........ 28 678,711 1,516,308 0.13%
Pitt County.......ovivvevennonnn. .. 89 2,808,777 25,329,098 0.10%
Pitt County A.B.C. Boaxd............ 1 28,686 503,649 0.01%
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Additional Cost
Normal AL. Total

779 887 1,666
5,594 6,966 12,560
238 113 351
523 58 581
2,521 2,521 5,042
220 0 220
2,926 1,149 4,075
712 1,118 1,830
585 0 585
1,195 0 1,195
899 83 982
15,646 11,022 26,668
18,371 22,302 40,673
331 0 331
4,319 5,389 9,708
1,766 0 1,766
3,835 2,207 6,042
1,557 2,039 3,596
4,768 3,099 7,867
323 125 448
4,807 3,583 8,390
429 0 429
320 0 320
1,159 2,388 3,547
366 0 366
3,195 3,159 6,354
749 0 749
249 268 517
862 0 862
4,004 1,971 5,975
16,572 25,329 41,901
169 50 219



LEO

12330
72335

72340
72345

72349
72351

72355
72360
72370
72375
72377
72380
72390
72400
72420
72430
72432
72435
72440
72443
72445
72450
72460
72470
72480
72485
72486
72487
72490
72510
72520
72530

Name

Pittsboro, Town Of

Polk County
Polkton, Town Of

Ramseur, Town Of

Randolph County

Rich Square, Town Of.....
River Bend, Town Of
Roanoke Rapids, City Of
Robbins, Town Of............ .
Robersonville, Town Of

Rolesville, Town Of

Roxboro, City Of
Rutherford County

Plymouth, Town Of................

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

Raleigh, City Of..........00v.u...
Raleigh-Durham Airport Authority.

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

Randleman, City Of........... e

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

Ranlo, Town Of........c0eievvnn..
Richlands, Town Of..........0....
Richmond County..................

........
..............
..........
" e e

...........

Robeson County.......ovvvivennnn.
Rockingham, City Of..............
Rockingham County..........c.....
Rocky Mount, City Of.............
Roseboro, Town Of................

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

Rowan County........c.ivvvennnnn.
Rowland, Town Of.........00vennn.

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

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

North Carolina Local Governmental Employees Retirement System
Cost to Individual Units of House Bill 816

No.
LEO

15
15

12
538
22

14
100

129

o

90

30
56

LEO
Payroll

199,780
273,987
323,732

28,733
57,229
62,097
305,401

21,815,342
774,759
124,844
237,400

2,424,972
144,118
1,227,913
101,282
999,721
27,676
105,076
1,094,615
170,973
151,564
2,178,832
615,481
2,295,289
4,183,814
111,562
91,920
82,311
2,416,946
150,640
766,344
1,649,239
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Total
Payrotl

646,781
410,310
1,917,422
42,738
146,538
62,097
1,189,030
83,515,724
| 5,492,329
344,177
1,029,494
11,672,485
285,650
4,019,098
264,469
6,251,024
61,007
255,583
4,008,428
557,896
663,694
19,989,165
3,086,396
18,442,688
20,800,172
165,662
189,539
288,279
16,190,938
333,348
2,711,657
7,276,551

Incr. A.L.

Rate (%)

0.20%
0.36%
0.07%
0.00%
0.00%
0.00%
0.00%
0.38%
0.06%
0.00%
0.02%
0.08%
0.00%
0.35%
0.01%
0.1%
0.00%
0.33%
0.36%
0.18%
0.00%
0.08%
0.13%
0.06%
0.17%
0.82%
0.00%
0.00%
0.10%
0.24%
0.22%
0.11%

Additional Cost
Normal AL. Total

1,179 1,294 2,473
1,617 1,477 3,094
1,910 1,342 3,252
170 0 170
338 0 338
366 0 366
1,802 0 1,802
128,711 317,360 446,071
4,57 3,295 7,866
737 0 737
1,401 206 1,607
14,307 9,338 23,645
850 0 850
7,245 14,067 21,312
598 26 624
5,898 6,876 12,774
163 0 163
620 843 1,463
6,458 14,430 20,888
1,009 1,004 2013
894 0 894
12,855 15,991 28,846
3,631 4,012 7,643
13,542 11,066 24,608
24,685 35,360 1 60,045
658 1,358 2016
542 0 542
486 0 486
14,260 16,191 30451
889 800 1,689
4,521 5,966 10,487
9,731 8,004 17,735



North Carolina Local Governmental Employees Retirement System
Cost to Individual Units of House Bill 816

LEQO No. LEO Total Incr. A.L. Additional Cost

No. Name LEO Payroll Payroll Rate (%) Normal AL, Total
72535 Rutherfordton, Town Of.............. 12 303,782 751,651 0.31% 1,792 2,330 4,122
72540 st. Pauls, Town Of.................. 12 299,816 669,246 0.08% 1,769 535 2,304
72547 salemburg, Town Of......,........... | 18,100 55,541 0.00% 107 0 107
72550 Salisbury, City Of.............. cenn 75 2,404,793 11,387,539 027% 14,188 30,746 44,934
72560 saluda, Town Of..................... 4 108,280 185,102 0.00% 639 0 639
72563 Sampson County...................... 48 1,150,863 7,926,167 0.05% 6,790 3,963 10,753
72565 Sanford, City Of.................... 69 2,195,894 7,732,518 0.28% 12,956 21,651 34,607
72580 Scotland County.....covivninennnnn.. 34 959,353 8,624,689 0.10%% 5,660 8,625 14,285
72590  Scotland Neck, Town Of.............. 7 158,528 894,854 0.00% 935 0 935
72593 Seagrove, Town Of................... 1 25,704 25,704 2.18% 152 560 712
72594 Selma, Town Of................ Cheena 22 534,056 1,675,040 0.25% 3,151 4,188 7,339
72595  Severn, Town Of............... e 1 30,407 35,504 0.00% 179 0 179
72597 shallotte, Town Of.................. 6 135,122 496,453 0.17% 797 844 1,641
72600  sSharpsburg, Town Of................. 7 148,291 148,291 0.13% 875 193 1,068
72610  Shelby, City Of...............0...... 64 1,520,821 7,676,337 0.15% 8,973 11,515 20,488
72625 Siler City, Town Of................. 16 436,236 1,617,373 0.17% 2,574 2,750 5,324
72630 smithfield, Town Of................. 21 659,750 3,260,497 0.21% 3,893 6,847 10,740
72640 Southern Pines, Town Of............. 30 830,258 2,921,429 0.27% 4,899 7,888 12,787
72645 Southern Shores, Town Of............ 6 218,751 482,368 0.15% 1,291 724 2,015
72650  Southport, City Of.................. 9 244,931 1,151,539 0.00% 1,445 0 1,445
72657 Sparta, Town Of..................... 3 76,793 76,793 0.20% 453 154 607
72665 Spencer, Town Of................. ‘e 10 193,238 624,379 0.21% 1,140 1,31t 2,451
72670 Spindale, Town Of................... % 278,374 870,476 0.56% 1,642 4,875 6,517
72675 Spring Hope, Town Of................ 6 123,832 372,683 031% 7231 1,155 1,886
72678 Spruce Pine, Town Of................ 6 146,448 564,459 0.21% 864 1,185 2,049
72680 Stanfield, Town Of........... . . 5 59,400 62,148 0.38% 350 236 586
72682 Stanley, Town OFf.............0o...... i0 285,612 626,324 0.40% 1,685 2,505 4,190
72683 Stanly County....................... 38 845,950 7,951,273 0.10% 4,991 7,951 12,942
72684  Stantonsburg, Town Of............... 3 85,340 306,614 0.13% 504 399 903
72685 Star, Town Of...............oo....... 5 107,774 262,348 0.07% 636 184 820
72700 Statesville, Chty OfF . ... ivvinen... 60 1,702,334 9,204,190 0.25% 10,073 23,010 33,083
72710  Statesville A.B.C. Board............ ] 27,390 241,132 0.00% 162 0 162
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LEO
No.

72715

72720
72721

72722
72723
72725
72730
72740
72745
72750
72760
72770
72775
72776
72780
72789
72790
72800
72810
72815
72822
72823
72825
72830
72883
72890
72910
72920
72930
72935
72940
72950

Stovall, Town Of.....
Sunset Beach, Town Of

Surf Clty.............

Tyrrell County.......
Union County,........
Valdese, Town Of.....

North Carolina Local Governmental Employees Retirement System
Cost to Individual Units of House Bill 816

-----------------------

---------------

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

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

---------------

---------------

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

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

---------------

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

---------------

---------------

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

----------------

---------------

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

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

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

---------------

---------------

---------------

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

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

---------------

---------------

No.
LEO

34

11
(0
42

L -]

12

27
]

60

o O

38

O O &

LEO
Payroll

30,388
688,634
56,066
17,368
262,696
198,946
1,044,896
217,267
115,179
218,766
92,745
830,142
260,262
24,391
1,441,473
194,089
178,785
1,064,781
143,849
42,180
219,660
248,701
172,333
3,272,451
285,814
761,730
24,907
104,476
523,647
54,474
8,662,459
199,471

Page 13

Total
Payroll

76,796
5,969,213
170,925
19,868
518,612
487,593
11,314,855
1,706,074
383,417
540,215
432,987
4,630,452
532,093
57,230
5,747,257
449,448
360,351
6,213,802
223,402
42,180
691,048
773,280
798,996
17,852,307
1,809,487
6,029,861
128,645
168,047
1,495,010
112,437
80,182,513
1,999,563

Incr. A.L.

Rate (3%6)

0.81%
0.07%
0.11%
0.00%
0.17%
0.00%
0.09%
0.00%
0.30%
0.38%
0.00%
0.19%
0.20%
0.00%
0.22%
0.08%
0.50%
0.13%
0.23%
0.88%
0.06%
0.14%
0.07%
0.18%
0.13%
0.04%
0.16%
0.58%
0.23%
0.00%
0.13%
0.24%

Additional Cost
Normal AL Total
179 622 801
4,063 4,178 8,241
331 188 519
102 0 102
1,550 882 2,432
1L174 0 1,174
6,165 10,183 16,348
1,282 0 1,282
680 1,150 1,830
1,291 2,053 3,344
547 0 547
4,898 8,798 13,696
1,536 1,064 2,600
144 0 144
8,505 12,644 21,149
1,145 360 1,508 -
1,055 1,802 2,857
6,282 8,078 14,360
849 514 1,363
249 371 620
1,296 415 1,711
1,467 1,083 2,550
1,017 559 1,576
19,307 32,134 51,441
1,686 2,352 4,038
4,530 2,412 6,942
147 206 353
616 975 1,591
3,090 3,439 6,529
321 0 321
51,109 104,237 155,346
1,177 4,799 5,976



LEO
No.

72960
72970
72975
72980
72981
72983
72985
72990
72995
72997
73010
73016
73017
73020
73025
73040
73045
73050
73060
73072
73075
73080
73090
73100
73110
73122
73125
73130
73140
73150
73155
73160

North Carolina Local Governmental Employees Retirement System

Name

Wake Forest, Town Of.....
Wallace, Town Of

Weaverville, Town Of
Weldon, Town Of

Whispering Pines, Village Of

Whitakers, Town Of.............

Whiteville, City Of
Wilkesboro, Town Of

Wilkes County........cvuvunun..
Rilliamston, City Of...........
Wilmington, City Of............

Yiingate, Town Of...............
Winston-Salem, City Of.........

Winston-Salem A.B.C. Board

Winterville, Town Of...........
Winton,Town Of . ................

-------
----------------
-----------

.....

------------------

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

...........
...........
.....................
....................
.............
“ s e
.....
.................
.................

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

-----

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

.....

-----

Cost to Individual Units of House Bill 816

No. LEO Total

LEO Payroll Payroll
cenn 2s 789,537 2,662,409
v 14 259,001 828,804
6 119,181 240,213
..... 21 391,013 4,194,271
..... 12 278,563 693,774
e 27 724,565 4,720,643
e 15 263,927 2,248,659
e 30 877,323 5,697,374
cees 5 128,425 138,480
..... 55 1,295,651 13,549,768
fenens 29 836,877 3,151,157
..... 10 202,490 1,005,050
7 158,040 531,112
9 255,482 746,739
6 126,610 313,411
? 192,825 340,836
4 54,405 212,660
6 83,919 264,168
25 524,738 1,595,155
..... 17 356,325 1,071,931
56 1,371,113 8,771,061
..... 18 390,771 1,549,267
185 6,101,244 19,894,578
..... 101 3,210,281 17,324,364
56 1,589,456 14,421,836
..... 7 198,236 630,407
5 106,653 257,426
..... 453 15,980,631 67,677,007
6 257,016 1,528,995
..... 9 219,757 689,695
2 53,423 188,574
..... 10 114,400 350,191
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Incr. A\L.
Rale (%)

0.17%
0.19%
0.88%
0.00%
0.00%
0.11%
0.04%
0.12%
0.03%
0.05%
0.13%
0.07%
0.35%
0.34%
0.03%
0.44%
0.00%
0.16%
0.15%
0.36%
0.12%
0.07%
0.23%
0.18%
0.09%
0.08%
0.04%
0.23%
0.11%
0.00%
0.54%
0.13%

Additional Cost
Normal AlL. Total

4,658 4,526 9,184
1,528 1,575 3,103
703 2,114 2,817
2,307 0 2,307
1,644 0 1,644
4,275 5,193 9,468
1,557 899 2,456
5,176 6,837 12,013
758 2 800
7,644 6,775 14,419
4,938 4,097 9,035
1,195 704 1,899
932 1,859 2,791
1,507 2,539 4,046
747 94 841
1,138 1,500 2,638
321 0 321
495 423 - 918
3,096 2,393 5,489
2,102 3,859 5,961
8,090 10,525 18,615
2,306 1,084 3,390
35,997 45,758 81,755
18,941 31,184 50,125
9,378 12,980 22,358
1,170 504 1,674
629 103 732
94,286 155,657 249,943
1,516 1,682 3,198
1,297 0 1,297
315 1,018 1,333
675 455 1,130



LEO
No.

73162
73165
73170
73180
73190
73192
13195
73200
73210

North Carolina Local Governmental Employees Retitement System
Cost to Individual Units of House Bill 816

-------------------

.........

--------------------

----------------

--------------------

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

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

No.
LEO

LEO
Payrol}

30,161
524,890
673,683
137,203
198,042

67,953
129,354

88,733
506,246

476,358,894
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Total
Payroll

100,285
1,986,976
5,133,544

761,974
1,657,340

215,397

255,055

125,644

1,422,783

2,423,744,662

Incr, AL,
Rate (34)

0.00%
0.28%
0.03%
0.24%
0.08%
0.08%
0.43%
0.00%
0.27%

-
-
-

Additional Cosl

Normal AL, Total
178 0 178
3,097 5,564 8,661
3,975 1,540 5515
809 1,829 2,638
1,168 1,326 2,494
401 172 573
763 1,097 1,860
524 4] 524
2,987 3,842 6,829
2,810,530 4,057,651 6,868,181
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- MEMORANDUM
TO: Representative Bob Hensley
FROM: Stanley MooreCm_

Fiscal Research Division
DATE: April 26, 1999
SUBJECT: Actuarial Note on Committee Substitute for House Bill 816

. Re: Reduces the service requirement for unreduced retirement benefits from 30
years of service to 25 years of service as a law enforcement officer regardless of age
and reduces the requirement of 30 years to 25 years for the special separation
allowance of .85% of salary for each year of service.

In accordance with North Carolina General Statute 120-114 and applicable Rules of the
North Carolina Senate and House of Representatives, attached is a certified copy of an
original actuarial note on the above subject as prepared by the General Assembly’s
Consulting Actuary. A certified copy of an original actuarial note on the same subject
from the Plan Administrator’s Consulting Actuary is also attached for your review.

cc: Representative Michaux; Chairman, House Committee on Pensions & Retirement

House Principal Clerk
Attachment(s):
(D) Legislative Actuarial Note

Q) Actuarial Note, Buck Consultants, April 21, 1999
‘ 3) Actuarial Note, Hartman & Associates, April 21, 1999

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER



NORTH CAROLINA GENERAL ASSEMBLY
LEGISLATIVE ACTUARIAL NOTE
‘BILL NUMBER: Proposed Committee Substitute House Bill 816 |
SHORT TITLE: Law Officers’ 25-Year Retirement
SPONSOR(S): Representative Hensley

SYSTEM OR PROGRAM AFFECTED: Teachers' and State Employees’ Retirement System and Local
Governmental Employees’ Retirement System

FUNDS AFFECTED: General Fund, Highway Fund, Receipts and Local Government Funds

BILL SUMMARY: Reduces the service requirement for unreduced retirement benefits from 30 years of
service to 25 years of service as a law enforcement officer regardless of age. The bill also reduces the
requirement of 30 years to 25 years for the special separation allowance of .85% of salary for each year of
service.

EFFECTIVE DATE: July 1, 1999

ESTIMATED IMPACT ON STATE  Teachers' and State Employee’s Retirement System
Retirement System Actuary: Buck Consultants estimates the normal cost will increase by .0080% of the
‘ayroll of all members of the Teachers' and State Employee’s Retirement System. Buck Consultants

stimates the cost to fund the accrued liability cost will be .0342% of the payroll of all members.

General Fund 1999-2000 2000-01 2001-02 2002-03 2003-04
Normal Cost Increase $501,200 $527,764. $555,735 $585,189 $616,204
Accrued Liability $2,142,630 $2,256,189 $2.375,767 $2,501,683 $2,634,272
Total General Fund $2,643,830 $2,783,953 $2,931,502 $3,086,872 $3,250,476
Highway Fund 1999-2000 2000-01 2001-02 2002-03 2003-04
Normal Cost Increase $40,320 $42,457 .$44.274 $46,169 $48,145
Accrued Liability $172,368 $181,504 $189,272 $197,373 $205,820
Total Highway Fund $212,688 $223,960 $233,546 $243,542 $253,965
Receipt Funds 1999-2000 2000-01 2001-02 2002-03 2003-04
Normal Cost Increase $135,280 $142,450 $150,000 $157,950 $166,321
Accrued Liability $578,322 $608,973 $641,249 $675,235 $711,022

Total Receipt Funds $713,602 $751,423 $791,248 $833,184 $877,343



19992000  2000-01 2001-02 2002-03  2003-04

General Fund $2,643.830  $2,783,953  $2,931,502  $3,086872  $3.250.476
‘Highway Fund $212,688 $223.960 $233.546 $243,542 $253,965
Receipt Funds, $713.602 $751,423 $791,248 $833,184  $877,343

Total Retirement Cost ~ $3,570,120  $3,759,336  $3,956297  $4,163,598  $4,381.785
Separation Allowance  $290,000 $839,000  $1,292,000  $1,642.000  $1.887.000
TOTAL COST $3,860,120  $4,598336  $5248297  $5805598  $6,268,785

General Assembly Actuary: Hartman & Associates estimates the normal cost will increase by .011% of the

~ payroll of all members of the Teachers' and State Employee’s Retirement System. Hartman & Associates
estimates the cost to fund the accrued hablllty cost will be .032% of the payroll of all members.

General Fund 1999-2000 2000-01 2001-02 2002-03 2003-04
Normal Cost Increase $689,150 $725,675 $764,136 $804,635 $847,281
Accrued Liability $2,004,800  $2,111,054 $2,222,940 $2,340,756  $2,464,816
Total General Fund $2,693,950 $2,836,729 $2,987,076 $3,145,391 $3,312,097
Highway Fund ' 1999-2000 2000-01 2001-02 2002-03 2003-04
Normal Cost Increase $55,440 $58,378 $61,472 $64,730 $68,161
Accrued Liability $161,280 $169,828 $178,828 $188,607 -~  $198,287
Total Highway Fund $216,720 $228,206 $240,301" $253,037 $266,448
Receipt Funds 1999-2000 2000-01  2001-02. . 2002-03 2003-04

ormal Cost Increase $186,010 $195,869 $206,250- - .- "$217,181  $228,691
Accrued Liability $541,120 - $569,799 $599,999 $631799 $665,284
Total Receipt Funds $727,130 $765,668 $806,248 $848,979 $893,975

' 1999-2000 2000-01 2001-02 2002-03 2003-04

General Fund $2,693,950 $2,836,729 $2,987,076 $3,145,391  $3,312,097
Highway Fund $216,720 $228,206 $240,301 $253,037 $266,448
Receipt Funds $727,130 $765,668 $806,248 $848,979 $893,975
Total Retirement Cost $3,637,800 $3,830,603 $4,033,625 $4,247,408  $4,472,520
Separation Allowance $ 319,047 § 840,589 $1,261,209 $1,555,290  $1,717,394
TOTAL COST $3,956,847 $4,671,192 $5,294,834 $5,802,698  $6,189,914

The above cost estimates are based on 3,276 State law enforcement officers employed during the calendar

year of 1998 projected at the average annual increase of 5.3% in the compensation base for the State System
over the next five years.

ESTIMATED IMPACT ON LOCAL GOVERNMENTS:

Local Governmental Employee’s Retirement System
Retirement System Actuary: Buck Consultants estimates the normal cost will increase from 5.27% of
payroll to 5.86% for a net increase of .59% of the payroll of law enforcement officers. Buck Consultants -
estimates that the first year annual cost to pay the unfunded accrued liability will be $4,058,000 based on a

.5 year amortization period.




1999-2000 2000-01 2001-02 2002-03 2003-04
Normal Cost Increase $2,810,517  $2,984,770 $3,169,825 $3,366,354 $3,575,068
Accrued Liability $4,058,000  $4,309,596 $4,576,791 $4,860,552 $5,161,906
Total Retirement Cost $6,868,517  $7,294,366 $7,746,616 $8,226,906 $8,736,975
Separation Allowance § 668,000 $1,932,000 $2,967,000 $3,790,000 $4,511,000
Total Local Funds $7.536,517  $9,226,366 $10,713,616 $12,016,906  $13,247,975

General Assembly Actuary: Hartman & Associates estimates the normal cost will increase from 5.27% of

payroll to 5.98% for a net increase of .71% of the payroll of law enforcement officers. They also estimates
that the first year annual cost to pay the unfunded accrued liability w111 be $37,541,844 whlch is expressed -
as 7.881% of the payroll of law enforcement officers. .

2002-03

1999-2000 2000-01 2001-02 2003-04
Normal Cost Increase $3,382,148 $3,591,841 $3,814,535 $4,051,037  $4,302,201 -
Accrued Liability $4,277,703 $4,542,920 $4,824,582 $5,123,706  $5,441,375
Total Retirement Cost $7,659,851 $8,134,762 $8,639,117 $9,174,742  $9,743,576
Separation Allowance § 423322 $1,231,977 $2,030,254 $2,740,990  $3,463,463 .
Total Local Funds $8,083,173 $9,366,739  $10,669,371 $11,915,732  $13,207,039

The above cost estimates are based on 15,960 local law enforcement officers employed during the calendar:
year of 1998 with an annual compensation base of $476,358,894 projected at the average annual increase in
compensation base of 6.2% for the Local System over the next five years.

ASSUMPTIONS AND METHODOLOGY: Teacher's & State Employees' Retirement System: The
ost estimates of the System's Actuary are based on the employee data, actuarial assumptions and actuarial
ethods used to prepare the December 31, 1997 actuarial valuation of the fund. The data included 271,128
active members with an annual payroll of $7.374 billion and 92,236 retired members in receipt of annual
pensions totaling $1.231 billion. Significant actuarial assumptions used include (a) an investment return rate
of 7.25%, (b) salary increase rate of 6.25%, (c) the George B. Buck Mortality Tables for deaths in service
and after retirement and (d) rates of separation from active service based on System experience. The
actuarial cost method used was the entry age normal method with open-end unfunded accrued liability and
an frozen unfunded liquidation period of nine years. Detailed information concerning these assumptions and
methods is shown in the actuary's report, which is available upon request from Stanley Moore.
Local Governmental Employees' Retirement System
The cost estimates of the System's Actuary are based on the employee data, actuarial assumptions and
actuarial methods used to prepare the December 31, 1997 actuarial valuation of the fund. The data included
106,802 active members with an annual payroll of $2.743 billion and 25,456 retired members in receipt of
annual pensions totaling $261.2 million. Significant actuarial assumptions used include (a) an investment
return rate of 7.25%, (b) salary increase rate of 6.25%, (c) the 1979 George B. Buck Mortality Tables for
deaths in service and after retirement and (d) rates of separation from active service based on System
experience. The actuarial cost method used was the projected benefit method with aggregate level normal
cost-and frozen accrued liability. Detailed information concerning these assumptions and methods is shown
in the actuary's report, which is available upon request from Stanley Moore

Retirement System Actuary - Buck Consultant, Inc.
General Assembly Actuary - Hartman & Associates, LLC

SOURCES OF DATA:



FISCAL RESEARCH DIVISION: The above information is provided in accordance with North Carolina
General Statute 120-114 and applicable Rules of the North Carolina Senate and House of Representatives.

(919) 733-4910
PREPARED BY: Stanley Moore GhJy W™

APPROVED BY: Tom Covington W

DATE: Monday, April 26, 1999



BUCX
CONSULTANTS

200 Galleria Parkway, N.W.  Suite 1200
Atlanta, Georgia 30339-5945

April 21, 1999

Mr. Jack Pruitt

Deputy Treasurer and Director
Retirement Systems Division
Department of State Treasurer

325 North Salisbury Street

Raleigh, North Carolina 27603-1385

Proposed Commi ubstitute for House Bill 816

We have received your letter of April 16 regarding the Proposed Committee Substitute for House
Bill 816 which affects the Teachers’ and State Employees” Retirement System and the Local

Governmental Employees’ Retirement System.

The legislation would provide that members who are law enforcement officers shall be entitled to

(1) unreduced service retirement bencfits at age 55 after 5 years of creditable service as a law
enforcement officer, or at any age after 25 years of creditable service, and (ii) reduced early
retirement benefits at age 50 with 15 years of creditable service as a law enforcement officer,

calculated by using a reduction of 1/3 of 1% for each month under age 55, or a reduction of 5%
times the difference between 25 years and the members’ creditable service at retirement, whichever
produces the greater benefit.

This legislation also amends the Special Separation Allowance of G.S. 143-166.41 to reduce the
eligibility requirement from 30 years of creditable service to 25.

Theestmmdcostafthzsproposedleglslatwnlmdcrtthcachcrs and State Employees’
Retirement System would be as follows:

Increase in Employer
. ' Contribution Annual
Contribution Rate Rate Contribution
Normal .0080% $ 677,000
Accrued Liability 0342 2 893 000
Total 0422% $ 3,570,000

For the Local Governmental Employees’ Retirement System, we have determined that the
employers’ normal contribution rate for law enforcement officers under this legislation would be
5.86% of covered payroll. The increase from the current employer normal rate of 5.27% would be
0.59% in perpetuity, which would require additional annual normal contributions of approximately
$2,810,000 in the first year. The additional unfunded accrued liability created on account of this

Buck Consultants. Inc.
770|955-2488 Fax 770}933-8336



Mr. Jack Pruitt
April 21, 1999
Page 2

legislation is $47,024,000, which would require additional accrued liability contributions of
. approximately $4,058,000 based on 15 year amortization of the additional unfunded accrued
the employer is approximately $6,868,000. The attached table shows the estimated anmual cost of
the additional benefits for employers with law enforcement officers and the increase in the accrued
Lability rate which would be applied to the payroll of all members of each employer.

Although there would be no cost to the Teachers® and State Pmployees’ Retirement System or the
Local Governmental Employees” Retirement System associated with the earlier eligibility for the
Special Separation Allowance, there would be an additional cost to the State and the Local
Governmental Units. Attached is a projection of the estimated additional annual special separation
allowances expected to be paid as a result of this legislation.

As technical observations, no minimum service requirement as a law enforcement officer is

specified for eligibility for unreduced retirement benefits after 25 years of creditable service and no
provisions are made for the additional funding requirements of the enhanced benefits.

If we can be of further assistance with regard 1o this legislation, please do not hesitate to contact
us.

Sincerely,

Cduosd A Wecdondda -

Edward A. Macdonald :




PROJECTION OF ADDITIONAL SPECYAL SEPARATION ALLOWANCES
PAYABLE UNDER PROPOSED COMMITTEE SUBSTITUTE

Year

2000
2001
2002
2003
2004
2005
2006
2007
2008
2009

FOR HOUSE BILL 816

~ State

$ 290,000
839,000
1,292,000
1,642,000
1,887,000
2,010,000
1,995,000
1,947,000
1,991,000
2,041,000

Local

$ 668,000
1,932,000
2,967,000
3,790,000
4,511,000
5,100,000
5,670,000
6,349,000
6,925,000
7,349,000



HARTMAN & ASSOCIATES, LLC.

ACTUARIAL CONSULTING L
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Phone: (336) 7314038 = - ) . el no o Teoo gesTink Road

Fax:  (336) 731-2583 Lexington, NC 27295

April 21, 1999

Mr. Stanley Moore .

Fiscal Research Division

North Carolina General Assembly
300 N. Salisbury Street
Raleigh, KC 27603-5925

Re: House Bill 816: An Act to Allow Law Officers Who are Members
' of the TSERS or the LGERS to Retire with Unreduced Benefits
After Completing Twenty-Five Years of Service

Dear Mr. Moore:

This bill amends G.S. 135-5 to modify the benefit provisions
applicable to law enforcement officers in the Teachers’ and State
Employees’ Retirement System and also amends G.S. 128-27 to
modify the benefit provisions applicable to law enforcement ‘
‘ officers in the Local Governmental Employees’ Retirement System.

Currently, a law enforcement officer in either system may receive
an unreduced retirement allowance upon attainment of age 55 and
completion of 5 years of service or at any age upon completion of
30 years of service. This act provides that a law enforcement
officer may retire with an unreduced allowance upon attainment of
age 55 with 5 years of service or at any age with 25 years of
service.

This act would become effective July 1, 1999 and applies to
members retlrlng on or after that date. The provisions of this
act will increase both the employer’s normal contribution rate
and the accrued liability contribution.

The estimated cost in the TSERS, expressed as a percentage of
payroll, is an increase in the normal rate of 0.011% of pay and
an increase in the accrued llablllty rate of 0.032%. This
corresponds to a total annual increase in employer contributions
for the fiscal year beginning July 1, 1999 of approximately $3.6
million. This provides amortization of the additional unfunded
accrued liability over a 9 year period.

The estimated cost in the LGERS, expressed as a percentage of the
payroll of law enforcement officers, is an increase in the normal

‘ rate of 0.71% and an increase in the accrued liability rate of
0.898%. This corresponds to a total annual increase of



Mr. Stanley Moore Page 2
April 21, 1999

approximately $8.3 million for the fiscal year beginning July 1,
1999. This provides amortization of the additional unfunded

accrued liability over a 15 year period.

These estimates are based on the most recent actuarial valuations
prepared as of December 31, 1997, and data provided by you on

state and local law enforcement officers as of December 31, 1998.
This data included 3,276 state law enforcement officers and
15,960 local law enforcement officers.
. 7Pf you have any questions, let me know.

.Sincerely, ' v
Mark V. Hartman, FSA, MAAA, MCA, EA
Consulting Actuary

MVE/] ]
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. HARTMAN & ASSOCIATES, LLC

ACTUARIAL CONSULTING

‘AARK V. HARTMAN, FSA, MAAA, MCA, EA
Phone: (336) 731-4038 668 Link Road
Fax:  (336) 731-2583 Lexington, NC 27295

April 26, 1999

Mr. Stanley Moore

Fiscal Research Division

North Carolina General Assembly
300 N, Salisbury Street
Raleigh, NC 27603-5925

Re: (ommittee Substitute to Houge Bill 816: An Act to Allow Law
Officers Who are Members of the TSERS or the LGERS to Retire
with Unreduced Benefits After Completing Twenty-Five Years
of Service

Dear Mr. Moore:

This-bill amends G.S. 1355 to modify the benefit provisions

applicable to law enforcement officers in the Teachers' and State
Employees’ Retirement Syslem and alsc amends G.S. 128-27 Lu

modify the benefit provisions applicable to law enforcement
. uvlficers in the Local Governmental Employees’ Retirement System.

Currently, & law enforcement officer in either system may receive
an unreduced retirement allowance upon attainment of age 55 and
completion of 5 years of service or at any age upon completion of
30 years of service. This act provides that a law enforcement
otticer may retire with an unreduced allowance upon attainment of
age 55 with 5 years of service or at any age with 25 years of
service.

~The committee substitute extends the separation allowance for law
enforcement officers provided in G.S8. 143-166.41 and G.S. 143-
166.42. Currently, a law enforcement officer in either the TSERS
or LGERS receives a separation allowance, in addition to his
retirement benefit, upon certain conditions. The separation
allowance is payable from his retirement until attainment of age
62, provided the officer retired after completion of 30 years of
rervice or afrar atrainment of age 55 and completion of 5 years
of service. The allowance equals 0.85% of his most recent rate
of compensation multiplied by his years of creditable service.
The committee substitute would make the separation allowance
payable upon service retircment aftcr completion of 25 ycars of
service or after attainment of age 55 and completion of 5 years
of service.

. This act is effective July 1, 1999 and applies to members
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retiring on and after that date. fThe estimated costs to the

retirement plans are addressed in a separate actuarial note. The
costs of extending the separation allowance to lower retirement

ages is equal to the additional allowances expected to be paid
under the provisions of this act. The estimated additional
allowvances for the next ten years are:

__Year State LEO’s Local LEO's
1999-00 319,047 423,322
2000-01 840,589 1,231,977
©2001-02 1,261,209 2,030,254
2002-03 1,555,290 2,740,990
2003-04 1,717,394 3,463,463
2004~05 1,846,011 4,185,188
2005-06 2,024,898 4,771,150
2006-07 2,121,407 5,280,657
2007-08 2,168,157 5,811,555
2008-09 2,231,722 6,146,536

These estimates are based on the most recent actuarial valuations
prepared as of December 31, 1997, and data provided by you on
state and local law enforcement officers as of December 31, 1998.
This data included 3,276 sLale law enfurcemenl officers and
15,960 local law enforcement officers.

If you have any questions, let me know.
Sincerely,

Mol S

Mark V. Hartman, FSA, MAAA, MCA, EA
Consulting Actuary

MVH/mot. .




1999 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative(s) Michaux for the Committee on PENSIONS AND RETIREMENT.

[[] Committee Substitute for

H.B. 508 A BILL TO BE ENTITLED AN ACT TO INCLUDE PUBLIC DEFENDERS
AND THE APPELLATE DEFENDER AS MEMBERS OF THE CONSOLIDATED
JUDICIAL RETIREMENT SYSTEM.

[J With a favorable report.

|

mith a favorable report and recommendation that the bill be re-referred to the Committee on
Appropriations @ginmv - —

[] With a favorable report, as amended.

[] With a favorable report, as amended, and recommendation that the bill be re-referred to the
Committee on Appropriations[_] Finance [_] O

[] With a favorable report as to committee substitute bill (# ), [] which changes the title,
unfavorable as to (original bill) (Committee Substitute Bill # ), (and recommendation
that the committee substitute bill # ) be re-referred to the Committee on )

[[] With a favorable report as to House committee substitute bill (# ), [[] which changes
the title, unfavorable as to Senate committee substitute bill.

[] With an unfavorable report.

(] With recommendation that the House concur.

[[] With recommendation that the House do not concur.

[] With recommendation that the House do not concur; request conferees.

[} With recommendation that the House concur; committee believes bill to be material.
[] With an unfavorable report, with a Minority Report attached.

[] Without prejudice.

[J With an indefinite postponement report.

[T] With an indefinite postponement report, with a Minority Report attached.

[] With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
2/24/99
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 1999

HOUSE BILL 508*

Short Title: Pu. Def./App. Def. Retirement. (Public)

Sponsors:  Representative Smith.

Referred to: Pensions and Retirement.

March 22, 1999

A BILL TO BE ENTITLED
AN ACT TO INCLUDE PUBLIC DEFENDERS AND THE APPELLATE
DEFENDER AS MEMBERS OF THE CONSOLIDATED JUDICIAL
RETIREMENT SYSTEM.
The General Assembly of North Carolina enacts:
Section 1. G.S. 135-50(b) reads as rewritten:

"(b) The purpose of this Article is to improve the administration of justice by
attracting and retaining the most highly qualified talent available within the State to
the positions of justice and judge, district attorney and solicitor, public defender, and
clerk of superior court, within the General Court of Justice."

Section 2. G.S. 135-51 reads as rewritten:
"§ 135-51. Scope.

(a) This Article provides consolidated retirement benefits for all justices and
judges, district attorneys, and solicitors who are serving on January 1, 1974, and who
become such thereafter; and for all clerks of superior court who are so serving on
January 1, 1975, and who become such thereafter- after that date: and for all public
defenders who are serving on July 1. 1999, and who become public defenders after
that date.

(b) For justices and judges of the appellate and superior court divisions of the
General Court of Justice who so served prior to January 1, 1974, the provisions of
this Article supplement and, under certain circumstances, replace the provisions of
Articles 6 and 8, as the case may be, of Chapter 7A of the General Statutes.

x For district attorneys and judges of the district court of the General Court of
Justice who so served prior to January 1, 1974, the provisions of this Article
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GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1999

supplement and, under certain circumstances, replace the provisions of Article 1 of
this Chapter.

For public defenders of the General Court of Justice who so served prior to July 1,
1999, the provisions of this Article supplement and, under certain circumstances,
replace the provisions of Article 1 of this Chapter.

For clerks of superior court of the General Court of Justice who so served prior to
January 1, 1975, the provisions of this Article supplement and, under certain
circumstances, replace the provisions of Article 1 of this Chapter.

(c) The retirement benefits of any person who becomes a justice or judge, district
attorney, or solicitor on and after January 1, 1974, or clerk of superior court on and
after January 1, 1975, or public defender on or after July 1. 1999, shall be determined
solely in accordance with the provisions of this Article."

Section 3. G.S. 135-53 reads as rewritten:

"§ 135-53. Definitions.

The following words and phrases as used in this Article, unless a different meaning
is plainly required by the context, shall have the following meanings:

(1)  ‘Accumulated contributions’ with respect to any member shall
mean the sum of all the amounts deducted from the compensation
of the member pursuant to G.S. 135-68 since he last became a
member and credited to his account in the annuity savings fund,
plus any amount standing to his credit pursuant to G.S. 135-67(c)
as a result of a prior period of membership, plus any amounts
credited to his account pursuant to G.S. 135-28.1(b) or 135-56(b),
together with regular interest on all such amounts computed as
provided in G.S. 135-7(b).

(2)  ‘Actuarial equivalent’ shall mean a benefit of equal value when
computed upon the bases of such mortality tables as shall be
adopted by the Board of Trustees, and regular interest.

(3)  ‘Beneficiary’ shall mean any person in receipt of a retirement
allowance or other benefit as provided in this Article.

(4) ‘Board of Trustees’ shall mean the Board of Trustees established
by G.S. 135-6.

(4a) ‘Clerk of superior court’ shall mean the clerk of superior court
provided for in G.S. 7A-100(a).

(5) ‘Compensation’ shall mean all salaries and wages derived from
public funds which are earned by a member of the Retirement
System for his service as a justice or judge, ex district attorney, ef
clerk of superior eeurt: court, or public defender.

(6) ‘Creditable service’ shall mean for any member the total of his
prior service plus his membership service.

(6a) ‘District attorney’ shall mean the district attorney or solicitor
provided for in G.S. 7A-60.

Page 2 House Bill 508
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GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1999

(7)

®

)

(10)
(11)
(12)

(13)

(14)

14a

(15)

(16)

(17)

(18)

(19)

House Bill 508

‘Filing’ when used in reference to an application for retirement
shall mean the receipt of an acceptable application on a form
provided by the Retirement System.

‘Final compensation’ shall mean for any member the annual
equivalent of the rate of compensation most recently applicable to
him.

‘Judge’ shall mean any justice or judge of the General Court of
Justice and the administrative officer of the courts.

‘Medical board’ shall mean the board of physicians provided for
in G.S. 135-6.

‘Member’ shall mean any person included in the membership of
the Retirement System as provided in this Article.

‘Membership service’ shall mean service as a judge, district
attorney, ef clerk of superior eeurt court. or public defender
rendered while a member of the Retirement System.

‘Previous system’ shall mean, with respect to any member, the
retirement benefit provisions of Article 6 and Article 8 of Chapter
7A of the General Statutes, to the extent that such Article or
Articles were formerly applicable to the member, and in the case
of judges of the district court division, ard district attorney, public
defender, and clerk of superior court of the General Court of
Justice, the Teachers’ and State Employees’ Retirement System.
‘Prior service’ shall mean service rendered by a member, prior to
his membership in the Retirement System, for which credit is
allowable under G.S. 135-56.

‘Public defender’ means the public defender provided for in G.S.

7A-465 and the appellate defender provided for in G.S. 7A-486.
‘Regular interest’ shall mean interest compounded annually at such

a rate as shall be determined by the Board of Trustees in
accordance with G.S. 135-7(b).

‘Retirement’ shall mean the withdrawal from active service with a
retirement allowance granted under the provisions of this Chapter.
In order for a member’s retirement to become effective in any
month, the member must render no service at any time during that
month. '

‘Retirement allowance’ shall mean the periodic payments to which
a beneficiary becomes entitled under the provisions of this Article.
‘Retirement System’ shall mean the ‘Consolidated Judicial
Retirement System’ of North Carolina, as established in this
Article.

‘Year’ as used in this Article shall mean the regular fiscal year
beginning July 1 and ending June 30 in the following calendar
year, unless otherwise defined by regulation of the Board of
Trustees."

Page 3
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Section 4. G.S. 135-54 reads as rewritten:
"§ 135-54. Name and date of establishment.

A Retirement System is hereby established and placed under the management of
the Board of Trustees for the purpose of providing retirement allowances and other
benefits under the provisions of this Article for justices and judges, district attorneys,
public defenders, and clerks of superior court of the General Court of Justice of
North Carolina, and their survivors. The Retirement System so created shall be
established as of January 1, 1974.

The Retirement System shall have the power and privileges of a corporation and
shall be known as the ‘Consolidated Judicial Retirement System of North Carolina,’
and by such name all of its business shall be transacted."

Section 5. G.S. 135-55 reads as rewritten:

"§ 135-55. Membership.
(a) The membership of the Retirement System shall consist of:

(1)  All judges and district attorneys in office on January 1, 1974;

(2)  All persons who become judges and district attorneys or reenter
service as judges and district attorneys after January 1, 1974;

(3)  All clerks of superior court in office on January 1, 1975; and

(4)  All persons who become clerks of superior court or reenter service
as clerks of superior court after January 1, 98- 1975;

(5)  All public defenders in office on July 1, 1999; and
(6) All persons who become public defenders or reenter service as
public defenders after July 1, 1999.

(b) The membership of any person in the Retirement System shall cease upon:

(1) The withdrawal of his accumulated contributions after he is no
longer a judge, district attermey attorney, public defender, or clerk
of superior court, or

(2)  His retirement under the provisions of the Retirement System, or

(3) His death."

Section 6. G.S. 135-56(a) reads as rewritten:

"(a) Subject to such rules and regulations as the Board of Trustees shall adopt with
regard to the verification of a judge’s prior service, the prior service of a judge shall
consist of his service rendered prior to January 1, 1974, as a justice of the Supreme
Court, judge of the Court of Appeals, judge of the superior court, judge of the district
court division of the General Court of Justice, as administrative officer of the courts,
er as a solicitor or district atterrey- attorney, or as a public defender."

Section 7. G.S. 135-56 is amended by adding a new subsection to read:

"(f) On and after July 1, 1999. the creditable service of a member who was a

public defender and a_member of the Teachers’ and State Employees’ Retirement
System at the time of transfer of membership from the previous system to this System
shall include service as a public defender that was creditable in the previous system

immediately prior to_July 1. 1999. The accumulated contributions of a member as a
ublic defender shall be transferred from the previous system to this System in the

Page 4 House Bill 508
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GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1999

same manner as prescribed under G.S. 135-28.1 as it pertained to judges of the
district court division of the General Court of Justice."

Section 8. G.S. 135-58(al) reads as rewritten:

"(al) Any member who retires under the provisions of subsection (a) or
subsection (c¢) of G.S. 135-57 on or after July 1, 1990, but before July 1. 1999, after he
either has attained his 65th birthday or has completed 24 years or more of creditable
service shall receive an annual retirement allowance, payable monthly, which shall
commence on the effective date of his retirement and shall be continued on the first
day of each month thereafter during his lifetime, the amount of which shall be
computed as the sum of (1), (2), and (3) following, provided that in no event shall the
annual allowance payable to any member be greater than an amount which, when
added to the allowance, if any, to which he is entitled under the Teachers’ and State
Employees’ Retirement System, the Legislative Retirement System or the North
Carolina Local Governmental Employees’ Retirement System (prior in any case to
any reduction for early retirement or for an optional mode of payment) would total
three-fourths of his final compensation:

(1) Four and two-hundredths percent (4.02%) of his final
compensation, multiplied by the number of years of his creditable
service rendered as a justice of the Supreme Court or judge of the

- Court of Appeals;

(2) Three and fifty-two hundredths percent (3.52%) of his final
compensation, multiplied by the number of years of his creditable
service rendered as a judge of the superior court or as
administrative officer of the courts;

(3) Three and two-hundredths percent (3.02%) of his final
compensation, multiplied by the number of years of his creditable
service rendered as a judge of the district court, district attorney,
or clerk of superior court."

Section 9. G.S. 135-58 is amended by adding a new subsection to read:

"(a2) Any member who retires under the provisions of subsection (a) or
subsection (¢) of G.S. 135-57 on or after July 1, 1999, after he either has attained his
65th birthday or has completed 24 years or more of creditable service shall receive an
annual retirement allowance, payable monthly, which shall commence on the
effective date of his retirement and shall be continued on the first day of each month
thereafter during his lifetime, the amount of which shall be computed as the sum of

1). (2), and (3) followin rovided that in no event shall the annual allowance
payable to any member be greater than an amount which, when added to the
allowance. if any, to which he is entitled under the Teachers’ and State Employees’
Retirement System, the Legislative Retirement System, or the North Carolina I.ocal

Governmental Employees’ Retirement System (prior in any case to any reduction for

early retirement or for an optional mode of payment) would total three-fourths of his

final compensation:
(1) Four and two-hundredths percent (4.02%) of his final

compensation, multiplied by the number of years of his creditable

House Bill 508 Page 5



GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1999

service rendered as a justice of the Supreme Court or judge of the

Court of Appeals;
(2) Three and fifty-two hundredths percent (3.52%) of his final

compensation, multiplied by the number of years of his creditable
service _rendered as a judge of the superior court or _as
Administrative Officer of the Courts;

(3) Three and two-hundredths percent (3.02%) of his final

compensation, multiplied by the number of vears of his creditable
service rendered as a judge of the district court, district attorney,

10 clerk of superior court, or public defender."
11 Section 10. G.S. 135-56 is amended by adding a new subsection to read:

12 "(c1) On and after July 1, 1999, the creditable service of a public defender who
13 was a member of the Teachers’ and State Employees’ Retirement System on June 30,
14 1999, and whose accumulated contributions are transferred from that System to this
15 System, includes service that was creditable in the Teachers’ and State Employees’

i

O OO~V AW

16 Retirement System, and membership service with that System is membership service

17 with this System."
18 Section 11. This act becomes effective July 1, 1999.

Page 6 House Bill 508
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North Carolina General Assembly

Legislative Services Office George R. Hall, Legislative Services Officer
(919) 733-7044

e W. Robinson, Director  Gerry F. Cohen, Director Thomas L. Covington, Director  Tony C. Goldman, Director Terrence D. Suliivan, Director
Administrative Division Biil Drafting Division Fiscal Research Division Information Systems Division  Research Division
Room 5, Legislative Building Suite 401, LOB Suite 619, LOB Suite 400, LOB Suite 545, LOB
16 W. Jones Street 300 N. Salisbury St. 300 N. Salisbury St. 300 N. Salisbury St. 300 N. Salisbury St.
Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925
(919) 733-7500 (919) 733-6660 (919) 733-4910 (919) 733-6834 (919) 733-2578
MEMORANDUM
TO: Mr. Jack Pruitt Mr. Mark V. Hartman
State Retirement Director Consulting Actuary
Department of State Treasurer 668 Link Road
Raleigh, N. C. 27603-1388 Lexington, N. C. 27295
FROM: Stanley Moomé g\
Fiscal Resear ivision
DATE: March 23, 1999
‘ SUBJECT: Actuarial Note Request House Bill 508

Re: Transfers the eleven public defenders and the one appellate defenders from the
Teachers’ and State Employees’ Retirement System to the Consolidated Judicial
Retirement System

In accordance with North Carolina General Statute 120-114 and applicable Rules of the
North Carolina Senate and House of Representatives, please prepare or have prepared
and submit to us an actuarial note on the attached document. Please let us know if you
have any questions on this request.

cc: Representative Smith
Representative Michaux, Chairman of the House Committee on Pensions and
Retirement

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER



STATE OF NORTH CAROL|NA .
- DEPARTMENT OF STATE TREASURER

RETIREMENT SYSTEMS DIVISION

. », ."‘:vﬂ. . - . .
ARLAN E. BOYLES ' ' e - DENNIS DUCKER
TREASURER . L ) . . DePUTY TREASURER

April 28, 1994

Mr. Robert B. Matthews
510 Kenway Street -
Garner, North Carolina 27529

Re: SA——
sst- IIIIIIIII-

S

Dear Mr. Matthews:

)

‘Enclosed is a copy of our - actuary's letter of April 28,
which answers your question of March 30. : : '

'We are glad to provide you,with;this information.

'4éergly,'

- ack W. Pruitt T
~ Deputy Director . o

JWP/dsp

Enclosure

325 NORTH SALISBURY STREET, RALEIGH, NORTH CAROLINA  27603-1385 COURIER #56-20-45 (919) 733-4191 (Fax 919-715-4334)
An Equal Opportunity / Affirmative Action Employer
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o April 28 "1994 | '
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1200 Galleria Parkway, N.W Swte 1200 - .
Atlanta. Georgla 30339-5945 .

..M. Jack Pruitt
- Deputy Dtrector ,
. Retirement Systems Dmsron
+* Department of State Treasurer
.- 325 North Salisbury Street -
o Ralergh North Carohna 27603 1388

E ~Dear Jack e T '; S
- T}us is in response to your request for an explanatron of the decrease in Jomt and survrvorshrp
- -option factors as the age of the pensmner mcreases The questmn isa natural one and the basxc _

o explananon may not be easy to see.

“The’ place to start wm.ld he the concept of "actua.nal equrvalence . As you know, the ..
- Retirement Law provides that a -member may elect optional benefits which are the actuarial
o .equwalent of his service retirement allowance. - This means that he may elect to change his - . -
T 7 maximum benefit into two benefits (one to him and one to his surviving spouse) provided the . - - -
- 4 - actuarial value of the revised form of payment équals the actuarial value of his allowarice before " -
' ‘ ..+ option, Keep in mind that the actuanal value of a ﬁxed retu'ement allowance decreases thh the e
age of & retmng member ' L : e I R e

"+ " The election of an opnonal bcnefit may be compared wrth the purchase of hfe msurance The R
L .'-“‘~pensmner provxdes hig bgneficmry with a dezth benefit, the prennum ‘for which is paid from the T
- ‘reserve held to provide his benefit. ‘Since the reserve held is equal to the actuarial value of his *

- retirement ‘allowance, the older the pensioner the less the reserve available at the time of his

. retirement from which to provxde insurance.- In addition, the cost of life i insurance increases
- . with age because the pensioner - has a shorter life expectancy over which to pay the required
- “’premium, ~ These two facts,” the ‘smaller reserve and the larger annual premrum combine to -

produce a greater reduction of the pensioner’s maxlmum beneﬁt as hrs age mcreases Thus the
optton factors decrease w1th age. ' : '

Perhaps usmg a speclﬁc example will help to clanfy the pomts made above Assume a7l year
- old member retires with a maximum monthly allowance of $1,397.36. If he had been 61, the . = -
- reserve or actuarial value for this benefit would have been $16l 488.58. Since heis in fact 1,
‘the actual reserve held is $125,000.93. In addition, the cost of insurance on his life has
increased (in the case of 100% continuation) from $29,992.32 at age 61 to $56, 911 21 at age
71, Thus, instead of a reduction factor of

‘ - , 161,488.58 + 29,992.32 o= 8434

Buck Consu|tanta Inc.
404]955-2488 Fax 404|933- 8336
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: ~ April 28, 1994 _'
g ‘ Page2 :
_had he been 61, the redugﬁdn faéfdr apphcabletohlmls _%ictﬁélly '_: S ER
125 ooo 03 + 5691121 o

I trust that the above answers your questlon but xf it does not please let me know
": | 'Smcerely, |

:4§}244££7A:

" Donald M. Overholser -
Co_nsulting ACtuary_ :

| ‘DBﬂDJq .
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STATE OF NORTH CAROLINA
DEPARTMENT OF STATE TREASURER
RETIREMENT SYSTEMS DIVISION

JACK W. PRUITT
DEPUTY TREASURER

March 24, 1999

The Honorable Henry M. Michaux, Jr.
Chairman of the House Committee

on Pensions and Retirement
Suite 1325 of the State Legislative Building
Raleigh, North Carolina

Re:  Actuarial Note/House Bill 508
Dear Representative Michaux:

In accordance with North Carolina General Statute 120-114, we herewith submit a
certified copy of an actuarial note on House Bill 508 which affects the Teachers’ and State
Employees’ Retirement System and the Consolidated Judicial Retirement System.

Please let me know if you have any questions with regard to this actuarial note. Also,
please let me know when you wish us to appear before your Committee with regard to this
note.

Jack W. Pruitt
Director

JWP/dsp

Enclosure

325 NORTH SALISBURY STREET, RALEIGH, NORTH CAROLINA 27603-1385
Courier #56-20-45 Telephone (919) 733-4191 Fax (919) 508-5350
E-mail: nc_retirement@treasurer.state.nc.us Web Page http:/www.treasurer.state.nc.us/Treasurer/
An Equal Opportunity/Affirmative Action Employer
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200 Galleria Parkway, N.W,  Suite 1200
Atlanta, Georgia 30339-5945

-March 24, 1999

Mr. Jack Pruitt

Deputy Treasurer and Director
Retirement Systems Division
Department of State Treasurer

325 North Salisbury Street

Raleigh, North Carolina 27603-1385

Hougse Bill 508

Dear Mr. Pruitt:

We have reccived your letter of March 22 regarding House Bill 508 which affects the
Teachers’ and State Employees’ Retirement System and the Consolidated Judicial

Retirement System.

This legislation appears, effective July 1, 1999, to cause current and future public and
appellate defenders to be members of the Consolidated Judicial Retirement System with a
3.02% annual accrual rate benefit. For current public defenders, all service as a public
defender and accumulated contributions representative of such service would be
transferred from the Teachers’ and State Employees’ Retirement System to the
Consolidated Judicial Retirement System. No Pension Accumulation Fund assets would
be transferred. Any service remaining in the Teachers’ and State Employees’ Retirement
System after the transfer would be considered service for attaining retirement rights in the
Consolidated Judicial Retirement System, and service in the Consolidated Judicial
Retirement System would be considered service for attaining retirement rights with the
Teachers’ and State Employees’ Retirement System.

This legislation would increase the unfunded accrued liability of the Consolidated Iudxmal
Retirement System by approximately $2,468,000 or 0.97% of payroll.

Based on the current employer contribution rates, the net annual cost to the State would
be equal to 11.82% of the total compensation of the 12 public defenders, or $141,797,
based on the reported compensation of $1,199,638.

Buck Consultants, inc.
770|955-2488 Fax 770]933-8336



Mr. Jack Pruitt
March 24, 1999
Page 2

If we can be of further assistance with regard to this Bill, please do not hesitate to contact

us.

Sincerely,

Edward A. Macdonald
Principal and Consulting Actuary
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North Carolina General Assembly
F. \# Legislative Services Office

George R. Hall, Legislative Services Officer
(919) 733-7044

. Robinson, Director  Gerry F. Cohen, Director ~ Thomas L. Covington, Director
trative Division Bill Drafting Division Fiscal Research Division

oom 5, Legislative Building Suite 401, LOB Suite 619, LOB
16 W. Jones Street 300 N. Salisbury St. 300 N. Saiisbury St.
Raleigh, NC 27603-5925 Raleigh, NC 27603-5925  Raleigh, NC 27603-5925
(919) 733-7500 (919) 733-6660 (919) 733-4910
MEMORANDUM
TO: Mr. Jack Pruitt

‘ SUBJECT:

State Retirement Director
Department of State Treasurer
Raleigh, N. C. 27603-1388

FROM: Stanley Mooﬁ g\
Fiscal Resea ivision
DATE: March 23, 1999

Tony C. Goldman, Director Terrence D. Sullivan, Director
information Systems Division ~ Research Division

Suite 400, LOB Suite 545, LOB

300 N. Salisbury St. 300 N. Salisbury St.

Raleigh, NC 27603-5925 Raleigh, NC 27603-5925
(919) 733-6834 (619) 733-2578

Mr. Mark V. Hartman
Consulting Actuary
668 Link Road
Lexington, N. C. 27295

Actuarial Note Request House Bill 508

Re: Transfers the eleven public defenders and the one appellate defenders from the
Teachers’ and State Employees’ Retirement System to the Consolidated Judicial

Retirement System

In accordance with North Carolina General Statute 120-114 and applicable Rules of the
North Carolina Senate and House of Representatives, please prepare or have prepared
and submit to us an actuarial note on the attached document. Please let us know if you

have any questions on this request.

cc: Representative Smith

Representative Michaux, Chairman of the House Committee on Pensions and

Retirement

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER



STATE OF NORTH CAROLINA
DEPARTMENT OF STATE TREASURER

RETIREMENT SYSTEMS DIVISION

vd
HARLAN E. BOYLES DENNIS DUCKER
TREASURER DEPUTY TREASURER

April 28, 1994

Mr. Robert B. Matthews
510 Kenway Street
Garner, North Carolina 27529

Re: SA-VENEE
5S4 - .

Dear Mr. Matthews:

Enclosed is a copy of our actuary's letter of April 28,
which answers your question of March 30.

We are glad to provide you with this information.

‘ mncerely:

4

Jack W. Pruitt -
Deputy Director

~

JWP/dsp

Enclosure

325 NORTH SALISBURY STREET, RALEIGH, NORTH CAROLINA 27603-1385 COURIER #56-20-45 (919) 733-4191 (Fax 919-715-4334)
An Equal Opportunity / Affinmative Action Employer
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200 Galleria Parkway, NW Suite 1200
Allanta, Georgla 30339-5045

April 28, 1994

Mr. Jack Pruitt
~ Deputy Director
- Retirement Systems Division
- Department of State Treasurer
325 North Salisbury Street
Rale:gh North Carolina 27603-1388

Deat Jack

~ This is in response to your request for an explanation of the decrease in joint and survivorship
. option factors as the age of the pensioner mcreases The question is a natural one and the basic

- explanatxon may not be easy to see.

The place to start wox.ld be the concept of "actuarial equivalence”™. As you know, the

. Retirement Law provides that a member may elect optional benefits which are the actuarial

) equwalent of his service retirement allowance. This means that he may elect to change his
maximum benefit into two benefits (one to him and one to his surviving spouse) provided the

~ actuarial value of the revised form of payment equals the actuarial value of his allowance before

‘  option, Keep in mind that the actuarial value of a fixed reurement allowance decreases thh the
| age of a retmng member - : _ - . .

The election of an optional benefit may te compared with the purchase of life insurance, The
“pensioner provides his beneficiary with a death benefit, the prenuum for which is paid from the

- reserve held to provide his benefit. Since the reserve held is equal to the actuarial value of his

- retirement allowance, the older the pensioner the less the reserve available at the time of his

" retirement from which tc provxde insurance. In addition, the cost of life insurance increases

. Wwith age because the pensioner has a shorter life expectancy over which to pay the required

" premium, .These two facts, the smaller reserve and the larger annual premmm combine to

produce a greater reduction of the pensioner’s maximum beneﬁt as his age increases. Thus the

opnon factors decrease W1th age.

Perhaps using a speclﬁc example will help to clarify the points made above. Assume a 71 year
old member retires with a maximum monthly allowance of $1,397.36. If he had been 61, the
reserve or actuarial value for this benefit would have been $161,488.58. Since he is in fact 71,
the actual reserve held is $125,000.93. In addition, the cost of insurance on his life has
increased (in the case of 100% continuation) from $29,992.32 at age 61 to $56,911,21 at age
71. Thus, instead of a reduction factor of

161.488,58 ‘
‘ ' 161,488.58 + 29,992.32 = ,8434

Buck Consultanta Inc.
404[955-2488 Fax 404|933- 8336
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Mr, Jack Pruitt
April 28, 1994

. Page 2

had he been 61, the reduction factor applicable to him is actually

125.000.93 :
125,000.93 + 56,911.21 = .6872

I trust that the above answers your question, but if it does not, please let me know,

 Sincerely,

PN

~ Donald M. Overholser
Consulting Actuary
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TR STATE OF NORTH CAROLINA
g Y DEPARTMENT OF STATE TREASURER
Sy RETIREMENT SYSTEMS DIVISION
‘ HARLAN E. BOYLES JACK W. PRUITT

DEPUTY TREASURER
TREASURER March 24, 1999

The Honorable Henry M. Michaux, Jr.
Chairman of the House Committee

on Pensions and Retirement
Suite 1325 of the State Legislative Building
Raleigh, North Carolina

Re:  Actuarial Note/House Bill 508
Dear Representative Michaux:

In accordance with North Carolina General Statute 120-114, we herewith submit a
certified copy of an actuarial note on House Biil 508 which affects the Teachers’ and State
Employees’ Retirement System and the Consolidated Judicial Retirement System.

Please let me know if you have any questions with regard to this actuarial note. Also,

. please let me know when you wish us to appear before your Committee with regard to this
note.

Jack W. Pruitt
Director

JWP/dsp

Enclosure

325 NORTH SALISBURY STREET, RALEIGH, NORTH CAROLINA 27603-1385
Courier #56-20-45 Telephone (919) 733-4191 Fax (919) 508-5350
E-mail: nc_retirement@treasurer.state.nc.us Web Page http://www.treasurer.state.nc.us/Treasurer/
An Equal Opportunity/Affirmative Action Employer
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200 Galleria Parkway. N.W.  Suite 1200
Atlanta, Georgia 30339-5945

March 24, 1999

Mr. Jack Pruitt

Deputy Treasurer and Director
Retirement Systems Division
Department of State Treasurer

325 North Salisbury Street

Raleigh, North Carolina 27603-1385

Houge Bill 508

Dear Mr. Pruitt:

We have received your letter of March 22 regarding House Bill 508 which affects the
Teachers” and State Fmployees’ Retirement System and the Consolidated Judicial

Retirement System.

This legislation appears, effective July 1, 1999, to cause current and future public and
appellate defenders to be members of the Consolidated Judicial Retirement System with a
3.02% annual accrual rate benefit. For current public defenders, all service as a public
defender and accumulated contributions representative of such service would be
transferred from the Teachers’ and State Employees’ Retirement System to the
Consolidated Judicial Retirement System. No Pension Accumulation Fund assets would
be transferred. Any service remaining in the Teachers’ and State Employees’ Retirement
System after the transfer would be considered service for attaining retirement rights in the
Consolidated Judicial Retirement System, and service in the Consolidated Judicial
Retirement System would be considered service for attaining retirement rights with the

Teachers’ and State Employees’ Retirement System.

This legislation would increase the unfunded accrued liability of the Consolidated Judicial
Retirement System by approximately $2,468,000 or 0.97% of payroll.

Based on the current employer contribution rates, the net annual cost to the State would
be equal to 11.82% of the total compensation of the 12 public defenders, or $141,797,
based on the reported compensation of $1,199,638.

Buck Consultants, nc.
770 | 955-2488 Fax 770]933-8336



Mr. Jack Pruitt
March 24, 1999
Page 2

If we can be of further assistance with regard to this Bill, please do not hesitate to contact
us.

SW

Edward A. Macdonald

Principal and Consulting Actuary
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HOUSE BILL 1034:
Professional Firefighters' Retirement

{8\ %/

BILL ANALYSIS

Committee: House Pensions & Retirement Introduced by: Representative Moore
Date: May 19, 1999 Summary by:  Theresa Matula
Version: 1st Edition Committee Staff

SUMMARY: House Bill 1034 defines a “Professional Firefighter” in the Local Governmental
Employees’ Retirement System (LGERS) and provides an accrual rate of 2.5% per year of service and
an unreduced retirement after 25 years of service regardless of age or at age 55 with five years of
service.

BILL ANALYSIS:

Section 1 of House Bill 1034 amends G.S. 128-21 to define a “Professional Firefighter” as a full-time
paid employee of an employer, maintaining a fire department certified by the North Carolina Department
of Insurance, who is actively serving in a position with assigned primary duties and responsibilities for the
prevention, detection, and suppression of fire.

Section 2 amends G.S. 128-24(5) to add the term “professional firefighters” to the retirement membership
provisions of this section.

‘Section 3 amends G.S. 128-27 (a) regarding Service Retirement Benefits to specify that the “professional

firefighter” shall retire when they have completed at least 25 years of creditable service provided that the
last five years of creditable service is as a professional firefighter. Also amended is subsection (a) (5) to
provide the same retirement terms to professional firefighters that apply to law enforcement officers.

Section 4 adds G.S. 128-27 (b18) to provide for professional firefighters retiring on or after July 1, 2000.
For members retiring after age 55 and completion of 5 years of service or after completion of 25 years of
service, the last 5 as a professional firefighter, an allowance of 1.77% of the member’s average final
compensation, multiplied by the number of years of service, plus 2.5% of the members average final
compensation, multiplied by the number of years for service earned as a professional firefighter on or
after July 1, 1987.

If a member retires after age 50 but before 55 with 15 years of service but less than 25 years of service,
the allowance is the greater of the retirement allowance payable under G.S. 128-27(b16)(1) reduced by

1/3 of 1% for each month by which the retirement date precedes the first day of the month coincident with
or next following the month the member would have attained his 55® birthday. Service retirement
allowance as computer under G.S. 128-27(b16)(1) is reduced by 5% times the difference between 25
years and the member’s creditable service at retirement.

Section S amends G.S. 128-30(d) to enact a requirement for an additional liability contribution from
employers for professional firefighters.

Section 6 states that this act becomes effective January 1, 2000 and applies to persons retiring on or after

.that date.
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 1999

HOUSE BILL 1034*
Proposed Committee Substitute H1034-PCS6195-LL

Short Title: Professional Firefighters’ Retirement. (Public)

Sponsors:

Referred to:

April 14, 1999

A BILL TO BE ENTITLED
AN ACT TO DEFINE A PROFESSIONAL FIREFIGHTERS’ BENEFIT
ACCRUAL RATE FOR MEMBERS AND BENEFICIARIES OF THE LOCAL
GOVERNMENTAL EMPLOYEES’ RETIREMENT SYSTEM.
The General Assembly of North Carolina enacts:
Section 1. G.S. 128-21 is amended by adding a new subdivision to read:

"(17a) ‘Professional firefighter’ means a full-time. paid employee of an
employer, maintaining a fire department certified by the North
Carolina Department of Insurance, who is actively serving in a
position with assigned primary duties and responsibilities for the

prevention, detection, and suppression of fire."
Section 2. G.S. 128-24(5) reads as rewritten:

"(5) The provisions of this subdivision (5) shall apply to any member
whose membership is terminated on or after July 1, 1965, and who
becomes entitled to benefits hereunder in accordance with the
provisions hereof.

a. Notwithstanding any other provision of this Chapter, any
member who separates from service prior to the attainment
of the age of 60 years for any reason other than death or
retirement for disability as provided in G.S. 128-27(c), after
completing 15 or more years of creditable service, and who
leaves his total accumulated contributions in said System
shall have the right to retire on a deferred retirement
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Page 2

allowance upon attaining the age of 60 years; provided that
such member may retire only upon written application to
the Board of Trustees setting forth at what time, not less
than one day nor more than 90 days subsequent to the
execution and filing thereof, he desires to be retired; and
further provided that in the case of a member who so
separates from service on or after July 1, 1967, the
aforestated requirement of 15 or more years of creditable
service shall be reduced to 12 or more years of creditable
service; and further provided that in the case of a member
who so separates from service on or after July 1, 1971, or
whose account is active on July 1, 1971, the aforestated
requirement of 12 or more years of creditable service shall
be reduced to five or more years of creditable service. Such
deferred retirement allowance shall be computed in
accordance with the service retirement provisions of this
Article pertaining to a member who is not a law
enforcement officer or eligible former law enforcement
officer.

In lieu of the benefits provided in paragraph a of this
subdivision, any member who separates from service prior to
the attainment of the age of 60 years, for any reason other
than death or retirement for disability as provided in G.S.
128-27(c), after completing 20 or more years of creditable
service, and who leaves his total accumulated contributions
in said System may elect to retire on an early retirement
allowance upon attaining the age of 50 years or at any time
thereafter; provided that such member may so retire only
upon written application to the Board of Trustees setting
forth at what time, not less than one day nor more than 90
days subsequent to the execution and filing thereof, he
desires to be retired. Such early retirement allowance so
elected shall be equal to the deferred retirement allowance
otherwise payable at the attainment of the age of 60 years
reduced by the percentage thereof indicated below.

Age at Percentage
Retirement Reduction

59 7

58 14

57 20

56 25

55 30

54 35

53 39

House Bill 1034
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bl.

b2.

b3.

52 43
51 46
50 50

In lieu of the benefits provided in paragraphs a and b of this
subdivision, any member who is a law enforcement officer
or a professional firefighter at the time of separation from
service prior to the attainment of the age of 50 years, for any
reason other than death or disability as provided in this
Article, after completing 15 or more years of creditable
service in this capacity immediately prior to separation from
service, and who leaves his total accumulated contributions
in this System, may elect to retire on a deferred early
retirement allowance upon attaining the age of 50 years or
at any time thereafter; provided, that the member may
commence retirement only upon written application to the
Board of Trustees setting forth at what time, as of the first
day of a calendar month, not less than one day nor more
than 90 days subsequent to the execution and filing thereof,
he desires to commence retirement. The deferred early
retirement allowance shall be computed in accordance with
the service retirement provisions of this Article pertaining to
law enforcement effieers: officers or professional firefighters.
In lieu of the benefits provided in paragraphs a and b of this
subdivision, any member who is a law enforcement officer
or professional firefighter at the time of separation from
service prior to the attainment of the age of 55 years, for any
reason other than death or disability as provided in this
Article, after completing five or more years of creditable
service in this capacity immediately prior to separation from
service, and who leaves his total accumulated contributions
in this System may elect to retire on a deferred service
retirement allowance upon attaining the age of 55 years or
at any time thereafter; provided, that the member may
commence retirement only upon written application to the
Board of Trustees setting forth at what time, as of the first
day of a calendar month not less than one day nor more
than 90 days subsequent to the execution and filing thereof,
he desires to commence retirement. The deferred service
retirement allowance shall be computed in accordance with
the service retirement provisions of this Article pertaining to
law enforcement effieers: officers or professional firefighters,
Deferred retirement allowance of members retiring on or
after July 1, 1995. -- In lieu of the benefits provided in
paragraphs a. and b. of this subdivision, any member who

Page 3
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separates from service prior to attainment of age 60 years,
after completing 20 or more years of creditable service, and
who leaves his total accumulated contributions in said
System, may elect to retire on a deferred retirement
allowance upon attaining the age of 50 years or any time
thereafter; provided that such member may so retire only
upon written application to the Board of Trustees setting
forth at what time, not less than one day nor more than 90
days subsequent to the execution and filing thereof, he
desires to be retired. Such deferred retirement allowance
shall be computed in accordance with the service retirement
provisions of this Article pertaining to a member who is not
a law enforcement officer or an eligible former law
enforcement officer.
Should a beneficiary who retired on an early or service
retirement allowance be reemployed, or otherwise engaged
to perform services, by an employer participating in the
Retirement System on a part-time, temporary, interim, or on
fee-for-service basis, whether contractual or otherwise, and if
such beneficiary earns an amount in any calendar year
which exceeds fifty percent (50%) of the reported
compensation, excluding terminal payments, during the 12
months of service preceding the effective date of retirement,
or twenty thousand dollars ($20,000), whichever is greater,
as hereinafter indexed, then the retirement allowance shall
be suspended as of the first day of the month following the
month in which the reemployment earnings exceed the
amount above, for the balance of the calendar year. The
retirement allowance of the beneficiary shall be reinstated as
of January 1 of each year following suspension. The amount
that may be earned before suspension shall be increased on
January 1 of each year by the ratio of the Consumer Price
Index to the Index one year earlier, calculated to the nearest
tenth of a percent (1/10 of 1%).
Should a beneficiary who retired on an early or service
retirement allowance be restored to service as an employee,
then the retirement allowance shall cease as of the first day
of the month following the month in which the beneficiary
is restored to service and the beneficiary shall become a
member of the Retirement System and shall contribute
thereafter as allowed by law at the uniform contribution
payable by all members.

Upon his subsequent retirement, he shall be paid a
retirement allowance determined as follows:

House Bill 1034
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1. For a member who earns at least three years’
membership service after restoration to service, the
retirement allowance shall be computed on the basis
of his compensation and service before and after the
period of prior retirement without restriction;
provided, that if the prior allowance was based on a
social security leveling payment option, the allowance
shall be adjusted actuarially for the difference
between the amount received under the optional
payment and what would have been paid if the
retirement allowance had been paid without optional
modification.

2. For a member who does not earn three years’
membership service after restoration to service, the
retirement allowance shall be equal to the sum of the
retirement allowance to which he would have been
entitled had he not been restored to service, without
modification of the election of an optional allowance
previously made, and the retirement allowance that
results from service earned since being restored to
service; provided, that if the prior retirement
allowance was based on a social security leveling
payment option, the prior allowance shall be adjusted
actuarially for the difference between the amount that
would have been paid for each month had the
payment not been suspended and what would have
been paid if the retirement allowance had been paid
without optional modification."

Section 3. G.S. 128-27(a) reads as rewritten:
"(a) Service Retirement Benefits. --

M)

)

House Bill 1034

Any member may retire upon written application to the Board of
Trustees setting forth at what time, as of the first day of a calendar
month, not less than one day nor more than 90 days subsequent to
the execution and filing thereof, he desires to be retired: Provided,
that the said member at the time so specified for his retirement
shall have attained the age of 60 years and have at least five years
of creditable service or shall have completed 30 years of creditable
service, or if a fireman;—he professional firefighter, the member
shall have 3 :

of—ereditable—serviee: compl le 2 ars of creditabl

service provided that the last five years of creditable service is as a

professional firefighter.
Repealed by Session Laws 1983 (Regular Session, 1984), c. 1019, s.

1.

Page 5
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(3)
(4)

©)

Repealed by Session Laws 1971, c. 325, s. 12.

Any member who was in service October 8, 1981, who had
attained 60 years of age, may retire upon written application to the
Board of Trustees setting forth at what time, as of the first day of a
calendar month, not less than one day nor more than 90 days
subsequent to the execution and filing thereof, he desires to be
retired.

Any member who is a law enforcement effieer; officer or
professional firefighter, and who attains age 50 and completes 15 or
more years of creditable service in this capacity or who attains age
55 and completes five or more years of creditable service in this
capacity, may retire upon written application to the Board of
Trustees setting forth at what time, as of the first day of a calendar
month, not less than one day nor more than 90 days subsequent to
the execution and filing thereof, he the member desires to be
retired; provided, also, any member who has met the conditions
required by this subdivisten section but does not retire, and later
becomes an employee other than as a law enforcement effiees;

officer or professional firefighter, continues to have the right to

commence retirement."

Section 4. G.S. 128-27 is amended by adding a new subsection to read:

"(bl8) Service Retirement Allowance of Professional Firefighters Retiring on or

After July 1, 1999. -- Upon retirement from service, in accordance with subsection (a)
of this section, on or after July 1, 1999, a member who is a professional firefighter or

an eligible former professional firefighter shall receive the following service
retirement allowance:

(1)

If the member’s service retirement date occurs on or after the

member’s S5th birthday, and completion of five years of creditable
service as a professional firefighter, or after the completion of 25
years of creditable service, provided that the last five years of
creditable service are as a professional firefighter, the allowance
shall be equal to the sum of;
a. One and seventy-seven hundredths percent (1.77%) of the
member’s average final compensation, multiplied by the
number of years of creditable service earned by the member
in service other than as a professional firefighter, plus
Two and fifty hundredths percent (2.50%) of the member’s
average final compensation, multiplied by the number of
years of creditable service earned as a professional
firefighter,
If the member’s service retirement date occurs after the member’s
h_birth nd before the member’s h birthday with 15 or

more years of creditable service as a professional firefighter and

I

House Bill 1034
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prior to completion of 25 years of creditable service, the member’s
retirement allowance shall be equal to the greater of:

a. The service retirement allowance pavable under G.S. 128-
27(b16)(1) reduced one-third of one percent (1/3 of 1%

thereof for each month by which his retirement date
precedes the first day of the month coincident with or next
following the month the member would have attained his
S5th birthday: or

The service retirement allowance as computed under G.S.
128-27(b16)(1) reduced by five percent (5%) times the

difference between 25 years and the member’s creditable

service at retirement."

o

Section 5. G.S. 128-30(d) is amended by adding a new subdivision to

read:

"(10) Notwithstanding the foregoing provisions of this subsection,

eginning with the December 31, 1998, valuation, the actuary shall

determine an additional ‘accrued liability contribution’ on account
of each employer’s professional firefighters. This contribution shall
be that percentage of the professional firefighters’ compensation

necessary to liquidate the ‘existing unfunded accrued liability’ over
a period of years to be determined by the Board of Trustees. The
‘existing unfunded accrued liability’ for each employer shall be
equal to the accrued liability for additional benefits payable to
each employer’s professional firefighters who are members of the
Retirement System on June 30, 1999, The ‘accrued liability

contribution’ determined on the basis of this subdivision shall be

d hat rmined under_subdivisions nd (9) of this

subsection and shall be included in the total amount payable under
subdivision (5) of this subsection."

Section 6. This act becomes effective July 1, 1999, and applies to persons
31 retiring on or after that date.

House Bill 1034
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RETIREMENT STUDY EXPLAINED

North Carolina Fire Fighters on the Bottom Rung (page-1)

The percentage of average final compensation (AFC) is based on the benefit radio of each state.
North Carolina in the lowest of all the states surveyed. The foot note illustrates the 25% penalties
imposed on fire fighters benefits in the Local Government Employees Retirement System should
they retire in 25 years of service. Other states have removed their penalties for fire fighters.

NC Only State Without 25 Year Full Retirement (page-1)

The dark shaded states have a state-wide system with 25 year retirement. The light shaded states
do not have state wide systems, however, their larger cities have recognized that fire fighting is
hazardous and provided 25 year retirement with increased benefits. Examples are Knoxville,
Chattanooga, Nashville and Memphis in Tennessee, Atlanta, Georgia and Dallas, Houston and
Austin are examples in Texas. North Carolina is the only state without 25 year retirement. The
exception in North Carolina is the Charlotte Fire Fighters Retirement System.

Low Benefits Ratio for NC Fire Fighters (page 2)

This chart demonstrates that North Carolina has the lowest benefit ratio of all the states and cities
with their own retirement system for fire fighters. This benefit ratio of NC fire fighters directly
relates to the low AFC percentage of North Carolina fire fighters in the NC Fire Fighter on
Bottom Rung chart on page 1. Other states and cities have recognized that fire fighting is a
dangerous job and know that some need the option to retire early. The North carolina system
needs a benefit ratio high enough to allow fire fighters some measure of retirement dignity.

Other States Grant Special Risk Provisions (page 2)

This chart lists the special provision retirement plans of hazardous duty employees in other states.
For years, North Carolina legislators have provided special provisions for law enforcement in
LGERS and Charlotte Fire Fighters but never for fire fighters in LGERS.

Fire Fighters Work Longer Hours (page 3)

Legislators have been told that providing 25 years full retirement for fire fighters is treating them
more special than other employees. Just the opposite is true. In twenty-five years, fire fighters
will work 10,000 more hours than other employees will work in thirty years, plus, they are
working a much more dangerous profession in terms of on-the-job injuries.

Fire Fighting is Dangerous (page 3)

The worker’s comp. rates quoted are based on the City of Greensboro but are comparable to any
city in the state. Rates for fire fighting are five times higher than police work. This clearly



Fire fighters often have repeated injuries in the same location of the body making the later years of
their employment much more dangerous for them and more dangerous for their co-workers who
depend on them.

demonstrates that fire fighting in North Carolina is no different than any other state in the nation. ‘

Fire Fighters Asking for Fairness (page 3)

After 30 years on the job, law enforcement in North Carolina can retire in excess of 80% of AFC.
The current benefit factor for fire fighter retirement in LGERS yields around 54% of AFC. An
increase of the benefit factor to 2.50% would come to about 62% of AFC. It only makes sense
that North Carolina legislators should improve the fire fighter pension. After all, both groups are
hazardous duty employees, NC Worker’s Comp. rates show that fire fighting is five times more
dangerous than police work in terms of injury and fire fighters work 10,000 more hours in 25
years than law enforcement in 30 years,

A Comparison of Retirement Benefits
of Professional Fire Fighters in NC (page 4)

Charlotte has their own retirement system for their fire fighters. North Carolina Legislators have
approved 25 years retirement for Charlotte fire fighters at 2.6% of their average final
compensation (their highest two years of salary) compared to fire fighters in LGERS with 1.77%
AFC (last four years of salary). Why is one group of fire fighters more deserving of better
retirement than another?

Hazardous Duty Employees in Local Government (page 4)

This chart demonstrates that North Carolina Legislators have already provided increased benefits
for approximately eighty percent (80%) of the hazardous duty employees in local governments in
the state. Fire fighters in LGERS make up the remaining 20 %. Why are fire fighters in
LGERS less important and less deserving to legislators than other hazardous duty
employees?

Physical Requirement for Fire Fighters (page 5)

The US Labor Department identified the physical requirements of a fire fighter. Working in
extreme temperatures, at high elevations and repeated injuries all work against fire fighters as they
increase in age. Their safety and the safety of their coworkers depend on their ability to perform
at top efficiency. Having the option to retire earlier makes good sense for the professional fire
fighter.

Working Conditions of the Fire Fighter (pages 6-7)

When The Jobs Rated Almanac listed three categories ranking the working conditions of 250
occupations, fire fighting was ranked the worse. This is an independent ranking source and helps



validate the argument that fire fighting is very dangerous and taxing on the body and more than” ~
any other hazardous duty profession, needs special consideration for earlier retirement.

Vulcan Life Insurance Company (page 8)

This was a study by Vulcan Life Insurance Company comparing deaths of professional fire
fighters to the general public. High stress on the job is indicated by the increase in suicide rates
(see page 7). This is another independent report supporting a need for improvements in fire
fighter retirement in North Carolina.

Fire Fighter Injuries (page 9)

The frequency of injury of fire fighters is four times that of workers in private industry. Three of

every eight fire fighters were injured in the line of duty every year. This establishes what has been
known to fire fighters for years that most are injured several times in their career. Often these are
repetitive injuries in the same location. The combination of age and repetitious injuries become a

worrisome and familiar enemy of the senior fire fighter.

Lost Work Hours (page 10)

As fire fighters get older, their injuries heal slower increasing the chances of lost work hours. As
has been clearly demonstrated, many of these injuries are the result of repeated injuries to the
same location on their bodies. If they are not eligible for retirement at an adequate level of
benefits which will allow them to retire, they are often forced to remain in the department
increasing the chances of more serious injury.

Fire Fighter Heart Attack Deaths (Bottom of page 11)

The majority of the line-of-duty deaths are from heart attacks. This is another illustration of the
fire fighter’s needs for an option for earlier retirement. Pages 5 - 8 clearly demonstrates why fire
fighting often claim the lives of older fire fighters. Often, fire fighters are staying on the job
longer than they should due to retirement benefits being so low they cannot afford to retire or
they do not have the option to retire until they are employed 30 years.

25 Year Retirement is Cost Effective (pages 12 - 14)

This formula illustrates the savings to cities with 25 Year retirement. A younger work force will
offset much of the cost for the increased cost to the retirement system. The documents on pages
13 and 14 were produced by city officials and verify that projecting the savings of a younger work
force with lower salaries is a principle which is regularly practiced by cities across the state.
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The Value of Fire Fighters to Citizens (page 15) ‘

The monetary value of professional fire fighters to North Carolina citizens is several hundreds
times of what the pension request will cost. In addition to this, fire fighters perform emergency
medical services and rescue, extrication, high-angle rescues, hazardous materials’ incidents and
other numerous services. In short, professional fire fighters are our state’s first responders. They
literally sacrifice their lives and limbs to deliver their services to North Carolina citizens. A
monetary value cannot be placed on the lives they save. Other states have recognized their
professional fire fighter’s contributions and their need for better retirement. The professional fire
fighter in LGERS continues to ask the same question. Why are North Carolina legislators so
reluctant to give all of the hazardous duty employees in local government equal
consideration? Why has this one group of hazard duty employees been singled out as less

deserving?
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North Carolina Fire Fighters on the Bottom Rung

Louisiana

$30,000.00 $24975 83.3% $29,970

99.90%

Oklahoma $30,000.00 $18,750 62.5% $22.500

Virginia - $30,000.00 $18,960 63.2% $21,336

71.1%

Alabama $30,000.00 $15,093 50.3% $18,112

60.4%

‘ * There is a 25% penalty in North Carolina {or retiring early at age 50-55.

North Carolina Only State Without 25-Year
Full Retirement

States with 25-year full
retirement

Major cities in Georgia,
Texas and Tennessee have
25-year full retirement

No 25-year full retirement




Low Benefits Ratio for N.C. Fire Fighters

Louisiana
Florida

Kentucky

Virginia

Alabama
Georgia
Arkansas

Mississippi

Tennessee

South Carolina

North Carolina

3.33%

2.14%

2.01%

200 Tk

2%

2 % Thkhh

AT77%

220/0 *kk A

217% *

* Approximate
average of major
cities.

** Only City of
Charlotte provides
a 2.6% ratio.

***  Atlanta

**** [ncludes Supplement

*e*r* 1 875% up to 25
years.

The benefit ratio 1s a major
factor in determining fire

¢ fighters benefits. Normally
the retirement benefits are
determined by multiplying
the average final compen-
sation, times the benefit
ratio, times the number of
| years of service.

0%

2%

3%

Other Southern States Grant Special Risk Provisions

Arkansas—
Floridda—
Kentucky—
Louisiana—
Oklahoma—
South Carolina—

Virginia—

North Carolina—

Local police and fire retirement systems

Special risk provisions

Hazardous duty employees provisions

Fire fighters retirement system

Fire fighters pension and retirement system
South Carolina police officer’s retirement system
(membership extended to fire fighters in 1962)
Law enforcement officers and fire fighters

No special provisions for fire fighters in LGERS



‘ Fire Fighters Work Longer Hours

General Employees Work (40 hour week) 2,080 hours per year
Fire Fighters Work (56 hour week) 2,912 hours per year

In a 30-year career, General Employees Work 62,400 hours
In a 30-year career, Fire Fighters Work 87,360 hours

In a 30-year career, fire fighters work the equivalent of 42 years when compared to the
40 hour work week of general employees.

A 25-year career for a fire fighter would equal 72,800 or 10,000 more hours than a
general employee works in 30 years.

NOTE: Hours per week times weeks per years times years of service equals total
career hours.

Fire Fighting is Dangerous

North Carolina Insurance Rating Bureau
. (1998 Worker's Compensation Assigned Risk Rates)
1. Clerical Worker= $ 0.32 per $100 of payroli
2. Teacher = $ 0.71 per $100 of payroli
3. Police = $ 3.13 per $100 of payroll
4. FireFighter = $ 17.02 per $100 of payroll

NOTE: Worker's Compensation Rates indicate frequency and extent of injuries. Rates for
fire fighters are FIVE times higher than for police.

Fire Fighters Asking for Fairness for Hazardous Duty

North Carolina law requires cities to Fire fighters are asking that their
contribute 5% of law enforcement retirement benefits ratio be raised from

- officer’s salaries into a 401 (k) 1.77% to 2.5%, and that they be allowed
retirement fund, plus a separation to retire with full benefits after 25 years
allowance. No such retirement benefits of service.

. are required for firefighters.



A Comparison of Retirement Benefits

of Professional Fire Fighters
in North Carolina

Charlotte Fire Fighters
25 years of service = regular retirement
2.6% x years of service = benefit formula
2 highest years of service = average final compensation

25 years = approximately 65% of average final compensation
30 years = approximately 77% of average final compensation

Eire Fighters in LGERS
30 years of service = regular retirement
1.77% x years of service = benefit formula
Last 4 years of service = average final compensation

25 years retirement = 25% penalty at age 50-55
30 years = approximately 53% of average final compensation

NOTE: Approximately 16% of the career fire fighters in the state are
employed by the Charlotte Fire Department.

Hazardous Duty Employees in North Carolina
(Local Government)

Approximately 20% of the hazardous employees in local governments have not been granted
equal consideration for retirement benefits.

The North Carolina General Assembly determines the level of retirement benefits for all the
following:

Law Enforcement Officers = 16,000 (approx.)
Charlotte Dept Fire Fighters = 800 (approx.)
Fire Fighters in LGERS = 4,200 (approx)
TOTAL = 21,000 (approx.)

Fire Fighters in LGERS = approximately 20% of Hazardous Duty Employees



Physical Requirement for Fire Fighters

The Labor Department'’s “Selected Characteristics of Occupations Defined in the Dictionary of
Occupational Titles” identifies physical abilities required of fire fighters, but does not attempt to
quantify them.

1. Lifting, Carrying, Pushing and/or Pulling (Strength):

Lifting objects in excess of 100 Ibs. with frequent lifting and/or carrying of objects
weight 50 Ibs or more.

2. Climbing and/or Balancing

a. Climbing: Ascending or descending ladders, stairs, scaffolding, ramps, poles, ropes,
and the like, using the feet and legs and/or hands and arms.
b. Balancing: Maintaining body equilibrium to prevent falling when walking, standing,

crouching, or running on narrow, slippery, or erratically moving surfaces; or maintain
body equilibrium when performing gymnastic feats.

3. Stooping, Kneeling, Crouching and/or Crawling
a. Stqoping: Bending the body downward and forward by bending the spine at the
b. V}zr?esé.ling: Bending the legs at the knees to come to rest on the knee or knees.
C. Cr_ouching: Bending the body downward and forward by bending the legs and
d. ée;nxliing: Moving about on the hands and knees or hands and feet.

4, Reaching, Handling, Fingering and/or Feeling

a. Reaching: Extending the hands and arms in any direction.

b. Handling: Seizing, holding, grasping, turning, or otherwise working with the hand
or hands (fingering not involved).

C. Fingering: Picking, pinching, or otherwise working with the fingers primarily (rather
than with the whole hand or arm as in handling).

d. Feeling: Perceiving such attributes of objects and materials as size, shape,
temperature, or texture by means of receptors in the skins, particularly those of the
finger tips.

Source: Fire Chief's Magazine, article by Chief John Rukavina

Fire fighters often work for long periods of time at a pace of maximum ability. They wear
protective clothing and breathing apparatus weighing in excess of 50 Ibs and are often exposed
to temperatures from sub-freezing to in excess of 300° F. Often seemingly healthy fire fighters
suffer irreversible damage to their bodies in performance of their duty.



WORKING CONDITIONS OF THE FIRE FIGHTER

. Why does firefighting take such a heavy toll (heart attacks, strokes, and injuries/illnesses) on the
human body? Why is there a need to provide an option for fire fighters to retire at an earlier age?
“The Jobs Rated Almanac " provides some answers to these questions.

The Jobs Rated Almanac rated 250 professions according to: first, physical demands required to do
the job; second, the jobs with the best to the worse environments; and third, the jobs with the least
to greatest stress.

For “PHYSICAL DEMANDS?”, each rank was arrived at using data compiled primarily by the U. S.
Department of Labor. Points were awarded for each physical component of a job, including lifting,
pulling, pushing, standing, walking, stooping, kneeling, crawling, climbing, crouching or reaching.
They also awarded points for hazards faced, exposure to various kinds of weather, the need for
stamina, and the work environment. Total points were multiplied by the average hours worked per
week in that occupation. This total was divided by 40, which represents the “normal” work week.
Most fire fighters in the South work 56 hours per week. '

The “ENVIRONMENT”, rankings were derived from a consideration of hazards, indoors vs.
outdoors, toxic fumes, noise, physical demands, severe competition, working in public view, and life
and death of another or life and death of the worker at stake.

expected to evoke stress. Of the 250 professionals considered, the professional fire fighter was the
second most stressful (second only to the President of the United States) scoring the maximum and
near-maximum points in exertion, physical demands, speed, stamina, working conditions, hazards,
outdoor work, risk of a worker’s death, and death of another.

‘ The “STRESS” ranking system considered 22 different job demands which can reasonably be

JOBS FOR PHYSICAL DEMANDS RANKED
Professional Fire Fighters Top the List

Scores of the 250 professional range from 3.00 for the Astrologer to 56.17 for the fire fighter. The
top 24 are listed below:

PROFESSION SCORE RANK PROFESSION SCORE RANK
Fire Fighter 56.17 1 Bricktayer 33.20 13
Roustabout 43.29 2 Jockey § 33.19 14(T)
Farmer 42.13 3 Indy Race Car Driver 33.19 14(T)
Lumberjack 42 11 4 Line Installer 32.86 16
Cowboy , 40.39 5(T) Sheet Metal Worker 32.75 17
Football Player (NFL) 40.39 5(T) Fisherman 3214 18
Ironworker - 39.84 7 Welder 31.77 19
Garbage Collector 38.48 8 Const. Machinery Operator 30.68 20
Construction Worker (Laborer) 37.84 9 Millwright 30.51 21
Dairy Farmer 36.86 10 Cement Mason 29.88 22
‘ Seaman 35.41 11 Insulation Worker 28.78 23(T)
Roofer i 34.91 12 Mail Carrier 28.78 23(T)



TOP 24 JOBS RANKED BY ENVIRONMENT
The Professional Fire Fighter's Job is the Worst

‘ Scores of the 24 professionals range from 1.12 for the Mathematician to 87.06 for the professional
fire fighter. The worst 24 are listed below:

PROFESSION SCORE RANK PROFESSION SCORE RANK
Fire Fighter 87.06 1 Fisherman 46.55 13
President (U. S.) 85.80 2 Dairy Farmer 46.08 14
Indy Race Car Driver 70.80 3 Cowboy 45.85 15
Football Player (NFL) . 67.69 4 Taxi Driver 4493 16
Astronaut 65.51 5 Farmer 44.76 17
Jockey 54.21 6 Dancer 44.25 18(T)
Lumberjack R 50.98 7 Photojournatlist 44 .25 18(T)
Police Officer 50.56 8 Emergency Medical Technician 43.37 20
Surgeon 50.41 9 Ironworker 43.16 21
Roustabout 49.47 10 Roofer 42.32 22
Seaman 47.62 11 Mail Carrier 42.07 23
Highway Patrol Officer 46.95 12 Construction Worker 42.05 24
‘ JOBS RANKED BY STRESS

Second only to the U. S. President, Fire Fighting is the Most Stressful Job

Scores of the 250 professions range from 4.69 for the musical instrument repairer to 189.75 for the
U. S. President and 115.15 for the professional fire fighter. The 24 most stressful are listed below:

PROFESSION SCORE RANK PROFESSION SCORE RANK
President (U. S.) 189.75 1 Public Relations Executive 81.99 13
Fire Fighter 115.15 2 Photojournalist 81.85 14
Indy Race Car Driver 110.61 3 Advertising Account Executive 81.76 15
Astronaut 103.71 4 Basketball Coach (NCAA) 80.78 16
Surgeon 103.55 5 Real Estate Agent 80.25 17
Football Player (NFL) 101.53 6 Fisherman . 78.69 18(T)
Police Officer 99 .91 7 Congressperson/Senator 78.69 18(T)
Osteopath 94.01 8 Airplane Pilot ‘ 77.59 20
Highway Patrol Officer 92.69 9 Stockbroker 77.43 21
Air Traffic Controlier 88.68 10 Taxi Driver 74.48 22
Mayor 84.21 11 Reporter 74.11 23
Jockey 84.07 12 Architect 74.09 24

‘ SOURCE: The Job Rated Almanac by Les Krantz. Copyright 1988/1992 by United Features
Syndicate, Inc. Reprinted by permission, World Almanac, an imprint of Pharos Books, New York.
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Vulcan Life Insurance Company

The following comparative statistical data is based on the overall number of male deaths per 20,000
for a forty-two month period. The figures were supplied by tables from the Vulcan Life [nsurance
actuarial department in Birmingham, Alabama. They compare the percentages of deaths between the
General Population and Career Fire Fighters. The data does not include those who recovered and

are still being treated, etc.

Actual Experience Statistics

HEART AND CIRCULATORY SYSTEM

Age General Actual Fire Fighter
Group Population Expenience
40 - 49 34% 41%
50 - 59 40% 50%
60 - 69 42% 56%
CANCER
Age General Actual Fire Fighter
Group Population Experience
40 - 49 21% 33%
50-59 27% 39%
60 - 69 27% 38%
SUICIDE
Age General Actual Fire Fighter
Group Population Experience
40 - 49 5% 15%
50 -59 2% 4%
60 - 69 1% 2%



FIRE FIGHTERS’ INJURIES

Firc Departments responding to the 9 years of surveys reported a vearly average on 90,902 fircfighters
sustained 33,149 line-of-duty injuries either at the emergency scene or while performing other job related
tasks. Consequently. more than three out of every eight firefighters were injured in the line of duty.

When compared to data compiled for private industry by the U S. Bureau of Labor Statistics, the nine year
firefighter Death and Injury Surveys indicate that “incidence” of frequency of firefighter job related injurics
are more than four times that of workers in private industry. In other words, an average of 35.62 percent
of firefighters was injured during the nine vears to only 8.5 percent of private industry workers. In terms of
sevenity, firefighter injuries caused an average of 5.460 lost work hours per 100 workers - a rate of 8.2
times the 663 hours lost per 100 workers in private industry.

Number of Job Related Injuries/Ilinesses per 10C Workers
1988 - 1996

e

Source: Occupational injuries and illnesses in the United States, U. S. Labor of Statistics; and IAFF
1988 - 1996 Death and Injury Surveys.



Lost Work Hours* from Job Related Injuries/Illnesses per 100 Workers
1988 - 1993

6000
5000
4000
3000
2000
1000

Source: Occupational injuries and illnesses in the United States by industry, U.S. Labor of Statistics; and
IAFF 1988 - 1993 Death and Injury Surveys.

*For firefighters, data is based on the number of work shifts lost multiplied by the length of shift worked by
each responding department. For all other industries, lost work hours are derived by multiplying the
number of lost work days reported by BLS by 8 hours.
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DISTRIBUTION OF FIRE FIGHTER RETIREMENT

‘ 1988 - 1996

Normal Service Retirements
68.25%

/8 Occupational Disease |
i 7.30%

Line of Duty Injury Retirements
24.45%

AVERAGE AGE OF FIRE FIGHTER FATALITIES
FROM DUTY RELATED CAUSES

1988 - 1996
Line-of- Duty Injury - 42 Years
Occupational Disease - 54 Years

Fire Fighter Heart Attack Deaths by Age
1988 - 1991

Fire fighters are exposed to extreme physical demands. According to the NFPA, fire fighters are
dying in the line-of-duty at early ages. The following are NFPA statistics for ages 21 through 60,
showing the percentages of death by heart attack at various ages.

Ages40-60 ... . ... ... . .. 78%
Ages 45-60

Ages 50-60 ... ... .. ..., 43%
(See Page 13)
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Providing 25-Year Retirement is Cost-Effective for cities

‘ > Cost offset in large part by > Older fire fighter replaced by
reducing overall payroill. lower salaried younger fire
fighters
> Save cities on workers
compensation costs > Lower cost for benefits.

Sample of Payroll Savings

The following is an attempt to show why there is a savings in each fire department
when a senior fire fighter retires. The percentage of saving would be different for each
situation based on the rank and service of each retiree.

Retired Fire Fighter (Captain) + $40,000

. Plus longevity (5%) +  $2,000
= $42,000

Minus new employee salary $0 longevity to 5 years - $22,500

Total payroll Savings = $19,500

Savings in S/S payments (7.65%) +  $1,491

Savings in LGERS payment (4.8%) + $936

Gross Savings (Payrolt and Benefits) = $21,928

Minus promotion for drive $32,000 (5%) - $1.600

Minus promotion for F.F. to driver $26,000(5%) - $1,300

NET SAVINGS TO CITY = $19,028

NOTE: The salary of the other Fire Fighters in the department would

not be affected by retirement or promotion.

The following two pages are city documents from Hickory and
Asheville that demonstrate the payroll savings of higher turnover

‘ rate of employees.

-12-
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Financial Analvsis For Period Ending December 30. 1992

December concluded 50% of the budget year. Total cash and investments for all funds is
$16,369.397.

Revenue and Expenditure Highlights: Revenues have been collected at 44%. Expenditures/encum-
brances are at 46%. State revenues are collected at 105%. Licenses/Permits are collected at 883%: Sales/

Services are at 59% collection; investment earnings are collected at 33%: and Franchise tax colelction
almost doubled to reach 48%.

Water & Sewer Fund: Revenues are collected at 54%. Expenditures/Encumbrances are at 44%.

Recycling Fund: Revenues are 49% collected. Expenditures/Encumbrances are at 70%. Mainte-
nance & Repair for Equipment has exceeded budget figure by 39%, Capital Qutlay exceeding by 61%.

Personnel Analysis

The turnover rate for almot all departments decreased in 1992, and conscquently the City-wide
turnover rate decreased from the rate of 1991, This wrnover rate of 10.2% is the lowest ever for the City
since records have been kept. A low turnover rate is to be desired because of (1) orientation and training
costs. (2) administrative costs, and (3) quality of service from experienced personnel. There are some
undesirable aspects (o a very low turnover rate--(1) the inability 10 infuse new employées with new 1deas
1nio the orgamzation. (2) the higher costs of salaries in the upper brackets of the pay grades. (3) the higher

Costs of retirement and social security, and (4) the higher costs of longevity pay.

AMALYSIS OF WORKERS COMPENBATION COSTS CITY-VIDE
Paersonnel Departmant, City of Eickory
January 29, 1993

ey
1992 1991 =X
number of accidents (seen by doctor) 93 121 110
number of lost-day accidsats H 1 [
number of Tull-Tizme Equivalests 584 565 578
(based on hrs, includes fT, PT, and OT}
number of accidents per veek city-wvide $5.88 2.3 2.1
number of accidents per employee per yr
(+ by total FIE employees based on hrs) .168 214 .191
total number of days lost per Year {2 102 72
total number of days lost plus
number of days restricted per yr 234 630 432
days lost or restricted per enployee .
per year {uses total FTE employees) .48 1.30 .8
total salary cost per year paid by GAB $2207 56166 $4187
total vedical cost per year $43,001 §$37,126 40,064
average salary cost per accident $22.51 $50.96 $36.74
average medical cost per accident $439 $307 $373
aversge total cost per accident $462 $3s8 $410
total costs + total FTE
(average cost per employes per yr) §77.41 §76.62 §7/.02

Salary costs include only the salary paid by GAB. Salary costs do
not include sick leave paid for the first veek or additional veeks,
although the sick leave may be paid because of an accident on the
job. Sick leave pajd to the employee froo his/her accrued sick
leave is not included in "salary costs.”

NOTES: (1) Full-time equivalents (FIL's) are calculated by the
Employment Coordinator from Payroll reports supplied by Finance.
(2) Other worker's cospensation data are calculated from the
Benefits Coordinator's reports sent to department heads monthly.




ASHEVILLE FIRI DEPARTMENT

Proposed 4% Budget

Division:

Accounl Code Prefix:

Object
Code

1020

1040

4114

4140

4160

4220

41340

41360

1370

1380

Fire Suppression

Object
Description

Salaries

Overtime

Communications

Training

Maintenance and
Repair-Equipment

Books/Audio-
visuals

Janitorial
Suppliecs
Uniforms

Safety LEquipment
and Supplies

Materials

Reduction

for Scecond all of Iy 19941

10-40-471

Reduction

Amount

$87,485

$ 1,996
$ 331
$ 3,000
$ 188
$ 492
$ 663
$ 400
$ 160
$10,215

- 14 -

Impact

None —-- this represcnts the
difference in salaries between
new hires and retirees for the
period January-June, 1994

Withhold 24-hour hirebacks on
sevenir workshifts, which would
result in one of thirtecen fire
companics out of service on
each of those work days

4% reduction in reimbursement
to Finance/Information Services
for administration of radio
maintenance

Delete attendance from this
division for Fire Department In-
structors Conference and State
Fire College

Reduction in in-house repairs
(this account covers parts and
equipment for in-house repairs)

Delete purchase of revisions of
National Fire Protection Assn.
training and safety standards

Elimination of "janitorial
supplies spending incentive' pro-
gram

Reduction due to retirements

Expenditure avoidance for
managerial positions

Expenditure avoidance for stocki
of spare tools and appliances fo
new fire rigs



THE VALUE OF FIRE FIGHTERS

Fire Loss/Save in Our Cities
January 1 - December 31, 1998

Below is a sample of cities with an estimate value of property involved in fire, the estimated value
of fire loss of the property involved and the estimate value of the property saved by the actions of
professional fire fighters.

Using just the eleven cities and towns below, professional fire fighters have saved the citizens
they serve more than 1.4 billion dollars in property loss. This is more than forty (50) times the
cost of the pension request improvements for all the fire fighters in the state. The data from
another 140 or more cities and towns is unavailable. A conservative estimate of properties
saved by professional fire fighters in all 150 cities and towns in North Carolina during 1998
would easily exceed 15 billion dollars. This is 600 times more than what the pension request
would cost. -

In addition to fighting fires, fire fighters also perform emergency medical services and rescues, a
variety of extrications, high-angle rescue, hazardous materials’ incidents, fire prevention and
education and major disasters of all descriptions. In short, professional fire fighters are the
nation’s first responders and literally sacrifice life and limb in service to the public. Other
states have recognized the retirement needs of their fire fighters and made the necessary
provisions for them.

CITY PROPERTY VALUE FIRE LOSS PROPERTY SAVED
Concord $196,598,130 $705,840 $195,892,290
Hendersonville $826,425 $78,746 $747,679
Hickory $82,291,000 $770,523 $81,520,477
Kill Devil Hills $18,500,000 $850,000 $17,650,000
Lenoir $200,866,742 $570,700 $200,296,042
Nags Head $2,500,000 $248,659 $2,251,341
Pinehurst $6,250,000 $62,500 $6,188,000
Roanoke Rabids $17,722,665 | $2,300,355 $15,422,310
Shelby $418,228 $332 $417,896
Wilson $70,750,587 $2,858,825 $67,891,762
Winston-Salem $852,410,698 $8,177,369 $844,233,329
Totals $1,449,134,475 $16,623,849 $1,432,510,626
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HB 1034
Fire Fighter Retirement

Career Fire Fighters in North Carolina work 56 hour weeks compared to the general
local government employee’s 40 hour week. ‘
* A 25 year career for fire fighters would equal 72,800 hours or 10,000 hours

more than a general employee works in 30 years.

Compounding problems for older fire fighters are the extreme physical demands of

the occupation, .

* The frequency of job related injuries and illnesses are 4 times that of the worker
in private industry. .

* 1998 Worker’s Comp. Assigned Risk Rates for $100 of payroll were 32 cents
for a clerical worker, 71 cents for teachers, $3.13 for police and $17.02 for fire

* -Many are forced to retire dye to a high rate of failing health from occupational
injuries and illnesses.
* Repeated injuries over a career (often in the same location of the body) take a

heavy toll on the body creating a need for an option for early retirement.
9
Other states have long seen the need for the option for early retirement for their fire
fighters.
* When comparing retirement benefits for fire fighters in 10 other southern states,
all have 25 year retirement at a much higher rate than North Carolina.
* Seven of those southern states provided special provisions in their retirement for
fire and police employees. '

retirement by legislators,

* Charlotte fire fighters retire at approx. 70% of salary in 25 vears.

* Local government police can retire at approx. 80% salary.

* Fire fighters in LGERS retire at approx. 52% of salary after 30 years.

Twenty-five year retirement is cost-effective for cities since the cost of retirement
Improvements are partly offset by reducing overall payroll.

* Older fire fighters are replaced by lower salaried fire fighters.

* Lower salaries yields lower worker comp. and other benefits cost.

When considering the total valye of all the structures on fires in 1998.in over 150

Qities and towns in North Carolina, a conservative estimate of the dollar value of

“properties saved by career fire fighters would easily exceed 15 billion dollars.
* This is 600 times more than what HB 1034 would cost each year.

At e AUl at e b e an e e



HOUSE COMMITTEE ON PENSIONS AND RETIREMENT

May 20, 1999
Room 1228/1327
11:00a.m.

AGENDA

Opening Remarks

Representative Michaux, Chair

Bills To Be Considered
House Bill 77 - INCREASE LEO RETIREMENT
Sponsor: Representative Fitch

House Bill 569 - FIRE/RESCUE OPEN ENROLLMENT
Sponsor: Representative Redwine

House Bill 1016 - TEACHERS RETIREMENT CREDIT CLARIFIED
Sponsor: Representative Jeffus

House Bill 1034 - PROFESSIONAL FIREFIGHTERS RETIREMENT
House Bill 1035 - EARLY RETIREMENT AMENDMENT
Sponsor: Representative Moore

House Bill 1146 — ADMIN. LAW JUDGES RETIREMENT
Sponsor: Representative Michaux

Senate Bill 214 - WORKERS COM/AFC YEARS
Sponsor: Senator Phillips

Senate Bill 638 - LOCAL GOV'T RETIREMENT DEFINITION
Sponsor: Senator Rand

Senate Bill 687 — HICKORY FIREFIGHTERS’ RETIREMENT FUND
Sponsor: Senator Allran

3. ADJOURNMENT



: MINUTES
HOUSE COMMITTEE ON PENSIONS AND RETIREMENT

May 20, 1999

The House Committee on Pensions and Retirement met in Room 1228, of the Legislative
Building, on May 20, 1999 at 11:00 am. Representative H.M. Michaux, Jr. (Chair) presided at
the meeting and the following members were present: Representatives, Oldham, Barbee,
McCombs, McCrary, Rogers, Warren, G. Wilson,. Representative’s Berry, Gray, Morgan,
Yongue, Horn, Tucker, Ramsey, were not present.

Chairman Michaux welcomed members and guests. The visitor registration sheet, actuarial
notes and handouts are attached to the minutes. The Legislative Page for the day was
Becky Johnson of Durham County, sponsored by Speaker Black’s office.

The following staff members were present: Anne M. Peele (Committee Assistant), Stanley
Moore (Fiscal Analyst), Theresa Matula (Legislative Analyst) and Karen Cochrane-Brown
(Attorney). Wayland Rhodes and Bobby Land were the Sergeant-at-Arms for the meeting.

House Bill 1016, A BILL ENTITLED AN ACT TO CHANGE THE LAW REGARDING THE
CONVERSION OF ANNUAL LEAVE FOR RETIRING SCHOOL EMPLOYEES was
presented by Representative Jeffus.  This bill has a Committee Substitute. It will become
effective immediately upon ratification. This bill is a technical correction. It allows excess
annual leave to convert to sick leave on all school employees at the date of their retirement. It
was intended to be that way during the last session and the language was not clear.

Representative’s Oldham and Barbee supports this bill and moves for a favorable report. The
motion passes and is re-referred to Appropriations.

Senate Bill 638, A BILL TO BE ENTITLED AN ACT TO REDEFINE “EMPLOYEE” AND
“EMPLOYER” IN THE LOCAL GOVERNMENTAL EMPLOYEES’ RETIREMENT
SYSTEM was presented by Senator Rand. This bill allows full-time employees from the local
volunteer firefighter departments to become members of the State Retirement Plan if they pay
the full actuary cost. It says the Board of Trustees request a ruling from the IRS, which will state
whether or not they are eligible to belong to the local government retirement system. This bill
does not request any money and will go straight to the floor. There is no cost to the system and
it will not lose its exempt status.

Representative McCombs moves for favorable report. The motion passes.

House Bill 1146, A BILL ENTITLED AN ACT TO INCLUDE ADMINISTRATIVE LAW
JUDGES AS MEMBERS OF THE CONSOLIDATED JUDICIAL RETIREMENT SYSTEM
was presented by Representative Michaux. This bill will put Administrative Law Judges on the
track with the Judicial Retirement System. They are hard working judges. They hear decisions
and render opinions. They are trained lawyers. They are located in a separate agency in the
Office of Administrative Hearings.
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Stanley Moore explains further. This bill will transfer 8 Administrative Law Judges from
membership the State Employees Retirement System to membership in the Judicial Retirement
System. The cost to pay the unfunded accrued liability will start off at $156,000 per year. The
additional contributions that they will have to pay is at $74,000, totaling $231,000 per year or
increasing as the salaries increase. Any service as an Administrative Law Judge will
automatically transfer to the Judicial Retirement System.

All of the bills introduced this session relating to this issues combined would cost the general
fund $ 2.4 million.

Representative Warren moves for a favorable report. The motion passes and it is re-referred to
Appropriations.

House Bill 1034, A BILL TO BE ENTITLED AN ACT TO DEFINE A PROFESSIONAL
FIREFIGHTERS’ BENEFIT ACCRUAL RATE FOR MEMBERS AND BENEFICIARIES OF
THE LOCAL GOVERNMENTAL EMPLOYEES’ RETIREMENT SYSTEM was presented by
Representative Moore. This bill is similar to Representative Hensley, but it deals with
firefighters. There is a committee substitute with HB 1034. This bill is necessary because of the
stress and level of work done in this profession. Based on information from the State Employees
Association, in a twenty-five year career a firefighter will work on an average thirty-five years of
what an average person works because they work 56 hours a week. There are other quantifiable
reasons for this bill. This bill based on what was mentioned in the previous meeting should be
heard in Appropriations and hopefully will be studied further.

Representative Oldham moves for a favorable report. The motion passes and HB 1034 is re-
referred to Appropriations.

House Bill 1035, A BILL ENTITLED AN ACT TO REVISE THE CALCULATION OF THE
EARLY RETIREMENT ALLOWANCE FOR MEMBERS OF THE TEACHERS’ AND
STATE EMPLOYEES’ RETIREMENT SYSTEM was presented by Representative Moore.
This bill lowers the penalty for early retirement from 5% to 3% a year. The State Employees
Association and the teachers supports this bill. They are not tied to the 3%. This number can be
adjusted.

Stanley Moore explains how a persons benefit is calculated. Years ago the reduction was based
on age. In 1994, a study commission recommended a 5% reduction for each year that a person
was short of 30 or the age related reduction or which ever was less. It cost $36 million dollars a
year. Approximately 6000 people retire each year. The amount of people who retire with less
than 30 years is not available right now, but he can get those numbers.
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Jack Pruitt says that this request comes from NCAE and not the Board. The Board would not be
interested in a bill that would compete for actuarial gains in the system. They would recommend
legislation that would do the most for the greatest number of people. However, if the legislator
support this bill then the Board of Trustee will not oppose it.

This bill is the equivalent to 1 point in the formula. The final decision is to play with this
number in the formula.

Representative McCombs opposes this bill because he feels that it is not the right time for it. It
would take away from other needed bills.

Representative Rogers’s moves that the bill be referred without prejudice to Appropriations. The
motion passes.

House Bill 569, A BILL TO BE ENTITLED AN ACT TO ALLOW ADDITIONAL
RETROACTIVE MEMBERSHIP IN THE NORTH CAROLINA FIREMEN’S AND RESCUE
SQUAD WORKERS’ PENSION FUND was presented by Representative Redwine.

Stanley Moore explains the bill. It relates to the Firemen’s and Rescue Workers Pensions Fund.
Since 1961, there has been an open door enrollment period. These are position are on a
volunteer basis and therefore a lot of the information has not been received by the members or
there is not a concerted effort to get them to enroll in the Pension Fund. Over the years the open
door enroliment makes so that they can apply or purchase service by paying $10.00 plus amount
of interest added. The actuarial is based on the low of 4000 people coming in or a high of 6000
coming in. The range is from $5.4 million to $8.1 million estimated cost from the general fund.
The last open door enrollment period was between October of 1986 to June of 1987.

Representative Oldham moves for a favorable report and be re-referred to Appropriations. The
motion passes.

Senate Bill 687, A BILL ENTITLED AN ACT TO AMEND THE SUPPLEMENTAL
RETIREMENT FUND FOR FULL-TIME PAID FIREFIGHTERS IN THE CITY OF
HICKORY was explained by Senator Allran.

This is a local bill for the Town of Hickory. It limits the fund to who can participate in it. New
part-time people are not eligible to participate in the fund. There are no part-time people
employed at this time. Therefore, no one is left out. Anyone who is already qualified will
remain qualified. The firefighters and the City of Hickory support this bill. It does not cost the
state anything.

Representative Barbee moves for a favorable report and goes straight to the floor. The motion
passes.



The meeting adjourned at 12:40 p.m.

@ . ., [ .y

Represenﬁﬁve H.M.»Michau‘c, Jr., Chair Anne M. Peele, Committee Assistant
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1999 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative(s) Michaux for the Committee on PENSIONS AND RETIREMENT.

Committee Substitute for

S.B. 638 A BILL TO BE ENTITLED AN ACT TO REDEFINE "EMPLOYEE" AND
"EMPLOYER" IN THE LOCAL GOVERNMENT EMPLOYEES' RETIREMENT
SYSTEM.

<] With a favorable report.

[] With a favorable report and recommendation that the bill be re-referred to the Committee on
Appropriations [_| Finance [] .

[] With a favorable report, as amended.

[] With a favorable report, as amended, and recommendation that the bill be re-referred to the
Committee on Appropriations[_] Finance [_] L]

[[] With a favorable report as to committee substitute bill (# ), [ ] which changes the title,
unfavorable as to (original bill) (Committee Substitute Bill # ), (and recommendation
that the committee substitute bill # ) be re-referred to the Committee on )

[] With a favorable report as to House committee substitute bill (# ), (] which changes
the title, unfavorable as to Senate committee substitute bill.

(] With an unfavorable report.

[] With recommendation that the House concur.

[C] With recommendation that the House do not concur.

[J With recommendation that the House do not concur; request conferees.

[] With recommendation that the House concur; committee believes bill to be material.
[] With an unfavorable report, with a Minority Report attached.

[] Without prejudice.

[] With an indefinite postponement report.

[] With an indefinite postponement report, with a Minority Report attached.

[] With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
2/24/99



SENATE BILL 638:
Local Gov't Retirement Definition

Sangamns
BILL ANALYSIS

Committee: House Pensions & Retirement Introduced by: Senator Rand
Date: May 17, 1999 Summary by: Theresa Matula
Version: 2nd Edition Committee Staff
SUMMARY:

Senate Bill 638 amends the definition of “Employee” and “Employer” in the Local Governmental
Employees’ Retirement System (LGERS) to include full-time paid firemen employed by a fire
department that serves any part of a city or county and is supported in whole or in part by municipal or
county funds.

BILL ANALYSIS:

Chapter 128, Section 21 is the definitions section of the Retirement System for Counties, Cities and
Towns (Local Governmental Employees’ Retirement System). Senate Bill 638 amends the definitions of
“Employee” in subsection (10), and “Employer” in subsection (11); and addresses the inclusion of non-
governmental entity employees.

‘ Section 1: The definition of “Employee” is amended by Senate Bill 638 to include all full-time, paid
firemen who are employed by any fire department that serves a city or county or any part of a city or
county and that is supported in whole or in part by municipal or county funds.

Section 2: Senate Bill 638 amends the definition of “Employer” by deleting language that defines an
employer to mean any separate, juristic political subdivision of the State as may be approved by the Board
of Trustees upon the advice of the Attorney General. The new language specifies that “Employer” means
any fire department that serves a city or county or any part of a city or county and that is supported in
whole or in part by municipal or county funds. v

Section 3: Section 3 was added in the second edition of the bill. This section addresses a concern raised
in the actuarial notes regarding the inclusion of employees of a non-governmental entity in a
governmental plan. (Both actuaries noted that the inclusion of non-governmental entities in the System
could create adverse tax consequences by jeopardizing the qualified status of the System.) Within 30 days
of the effective date of this act, Section 3 requires the Board of Trustees of the North Carolina Local
Governmental Employees’ Retirement System through the Office of the Attorney General to request a
letter of determination or ruling from the Internal Revenue Service (IRS) as to whether the status of the
Plan would be adversely affected by the participation of employees affected by this legislation.

Fire departments affected by this legislation are eligible for participation in the Plan on the first day of the
calendar quarter following receipt of a favorable letter of determination or ruling.

‘Section 4: This act is effective when it becomes law.
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SENATE BILL 638
RATIFIED BILL

AN ACT TO REDEFINE "EMPLOYEE" AND "EMPLOYER" IN THE LOCAL
GOVERNMENTAL EMPLOYEES’ RETIREMENT SYSTEM.

The General Assembly of North Carolina enacts:

Section 1. G.S. 128-21(10) reads as rewritten:

"(10) "Employee" shall mean any person who is regularly employed in
the service of and whose salary or compensation is paid by the
employer as defined in subdivision (11) of this section, whether
employed or appointed for stated terms or otherwise, except
teachers in the public schools and except such employees who
hold office by popular election as are not required to devote a
major portion of their time to the duties of their office.

Employee" also_means all full-time, paid firemen who are
employed by any fire department that serves a city or county or
anv part of a city or county and that is supported in whole or in

part by municipal or county funds. In all cases of doubt the
Board of Trustees shall decide who is an employee."

Section 2. G.S. 128-21(11) reads as rewritten:

"(11) "Employer" shall mean any county, incorporated city or town, the
board of alcoholic control of any county or incorporated city or
town, the North Carolina League of Municipalities, and the State

Association of County Commissioners. “Employer'—shal—ealse

Parate— TS PrE H B SO0 RC—Othte—as

Attorney—General: "Employer" also means any fire department
that serves a city or county or any part of a city or county and

that is supported in whole or in part by municipal or county
funds."

Section 3. The Board of Trustees of the North Carolina Local
Governmental Employees’ Retirement System through the Office of the Attorney
General shall request a letter of determination or ruling from the Internal Revenue
Service, United States Department of Treasury, as to whether the status of the North
Carolina Local Governmental Employees’ Retirement System as a governmental plan
would be adversely affected by the participation of employees affected by this
legislation. The request shall be made to the Internal Revenue Service no later than
30 days after the effective date of this act. Fire departments affected by this
legislation are eligible for participation in the North Carolina Local Governmental
Employees’ Retirement System upon the first day of the calendar quarter following
receipt of a favorable letter of determination or ruling.



Section 4. This act is effective when it becomes law.
In the General Assembly read three times and ratified this the 31st day of
May, 1999.

X ! ,,'.-\ .Jsl 4 J
Dennis A. Wicker

President of the Senate

JAMES B. BLACK

James B. Black
Speaker of the House of Representatives

James B. Hunt, Jr.
Governor

Approved .m. this

day of , 19

Page 2 Senate Bill 638



1999 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative(s) Michaux for the Committee on PENSIONS AND RETIREMENT.

(] Committee Substitute for

H.B. 1146 A BILL TO BE ENTITLED AN ACT TO INCLUDE ADMINISTRATIVE LAW
JUDGES AS MEMBERS OF THE CONSOLIDATED JUDICIAL RETIREMENT
SYSTEM.

(] With a favorable report.

With a favorable report and recommendation that the bill be re-referred to the Committee on

Appropriations {5¢] Finance-{————-7F}
[] With a favorable report, as amended.

[C] With a favorable report, as amended, and recommendation that the bill be re-referred to the
Committee on Appropriations[_] Finance [] O

(] With a favorable report as to committee substitute bill (# ), [] which changes the title,
unfavorable as to (original bill) (Committee Substitute Bill # ), (and recommendation
that the committee substitute bill # ) be re-referred to the Committee on )

[C] With a favorable report as to House committee substitute bill (# ), (] which changes
the title, unfavorable as to Senate committee substitute bill.

[C] With an unfavorable report.

[] With recommendation that the House concur.

] With recommendation that the House do not concur.

[J With recommendation that the House do not concur; request conferees.

[] With recommendation that the House concur; committee believes bill to be material.
(] With an unfavorable report, with a Minority Report attached.

[] Without prejudice.

[] With an indefinite postponement report.

(] With an indefinite postponement report, with a Minority Report attached.

[] With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
2/24/99



HOUSE BILL 1146:
Admin. Law Judges' Retirement.

BILL ANALYSIS

Committee: Pensions & Retirement Introduced by: Rep. Michaux

Date: May 11, 1999 Summary by: Karen Cochrane Brown
Version: Ist Edition Committee Counsel
SUMMARY:

House Bill 1146 authorizes the inclusion of administrative law judges as members of the Consolidated

Judicial Retirement System, and the transfer of all present occupants of those offices from the
Teachers’ and State Employees’ Retirement System to the Consolidated Judicial Retirement System.

CURRENT LAW:

Under current law, the only public officials eligible to participate in the Consolidated Judicial Retirement
System are justices, judges, district attorneys and clerks of court. All other appointed employees of the
Judicial Branch, are currently members of the Teachers’ and State Employees’ Retirement System.
Administrative Law Judges (ALJs) are employed by the Office of Administrative Hearings which is an
executive branch agency. Currently, all ALJs are members of the Teachers’ and State Employees’
Retirement System.

BILL ANALYSIS:

This bill amends the law governing the Consolidated Judicial Retirement System to allow all ALJs who
are serving on July 1, 1999 and those who become ALIJs after that date to become members of the Judicial

System.

On or after July 1, 1999, this bill authorizes the transfer of membership from the Teachers’ and State
Employees’ Retirement System (for service as an administrative law judge) to the Judicial System as well
as the transfer of the accumulated contributions of the member.

Upon retirement from the Judicial System on or after July 1, 1999, an ALJ will be eligible to receive a
benefit computed by multiplying 3.02% of the ALJ’s final compensation by the number of years of
creditable service. If the ALJ had remained in the Teachers’ and State Employees’ System, the multiplier
would have been 1.80% of final compensation times years of creditable service. The creditable service
used in this computation will include any service transferred from the Teachers’ and State Employees’
Retirement System, and membership service with that System will be treated as membership service with

the Judicial System.

This act would become effective July 1, 1999.
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HOUSE BILL 1146

Short Title: Admin. Law Judges’ Retirement. (Public)

Sponsors: Representatives Michaux; and Wainwright.

Referred to: Pensions and Retirement.

April 15, 1999

A BILL TO BE ENTITLED
AN ACT TO INCLUDE ADMINISTRATIVE LAW JUDGES AS MEMBERS OF
THE CONSOLIDATED JUDICIAL RETIREMENT SYSTEM.
The General Assembly of North Carolina enacts: '
Section 1. G.S. 135-50(b) reads as rewritten:

"(b) The purpose of this Article is to improve the administration of justice by
attracting and retaining the most highly qualified talent available within the State to
the positions of justice and judge, administrative law judge, district attorney and
solicitor, and clerk of superior court, within the General Court of Justice." '

Section 2. G.S. 135-51 reads as rewritten:
"§ 135-51. Scope.

(a) This Article provides- consolidated retirement benefits. for all justices and
judges, district attorneys, and solicitors who are serving on January 1, 1974, and who
become such thereafter; and for all clerks of-superior court who are so serving on
January 1, 1975, and who become such thereafter:- after that date; and for all

dministrative law_jud who ar rving on July 1, 1 and who become
administrative law judges after that date. ,

(b) For justices and judges of the appellate and superior court divisions of the
General Court of Justice who so served prior to January 1, 1974, the provisions of
this Article supplement and, under certain circumstances, replace the provisions of -
Articles 6 and 8, as the case may be, of Chapter 7A of the General Statutes.

For district attorneys and judges of the district court of the General Court of
Justice who so served prior to January 1, 1974, the provisions of this Article
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supplement and, under certain circumstances, replace the provisions of Article 1 of
this Chapter.

For clerks of superior court of the General Court of Justice who so served prior to
January 1, 1975, the provisions of this Article supplement and, under certain
circumstances, replace the provisions of Article 1 of this Chapter.

(c) The retirement benefits of any person who becomes a justice or judge, district
attorney, or solicitor on and after January 1, 1974, or clerk of superior court on and
after January 1, 1975, or_administrative law judge on or after July 1, 1999, shall be
determined solely in accordance with the provisions of this Article."

Section 3. G.S. 135-53 reads as rewritten:

"§ 135-53. Definitions.

The following words and phrases as used in this Article, unless a different meaning
is plainly required by the context, shall have the following meanings:

(1)  ‘Accumulated contributions’ with respect to any member shall
mean the sum of all the amounts deducted from the compensation
of the member pursuant to G.S. 135-68 since he last became a
member and credited to his account in the annuity savings fund,
plus any amount standing to his credit pursuant to G.S. 135-67(c)
as a result of a prior period of membership, plus any amounts
credited to his account pursuant to G.S. 135-28.1(b) or 135-56(b),
together with regular interest on all such amounts computed as
provided in G.S. 135-7(b).

(2) ‘Actuarial equivalent’ shall mean a benefit of equal value when
computed upon the bases of such mortality tables as shall be
adopted by the Board of Trustees, and regular interest.

(2a) ‘Administrative law judge’ means administrative law judges

inted pursuant t . 1A-752 and 7A-753

(3) ‘Beneficiary’ shall mean any person in receipt of a retirement
allowance or other benefit as provided in this Article.

(4) ‘Board of Trustees’ shall mean the Board of Trustees established
by G.S. 135-6. _

(4a) ‘Clerk of superior court’ shall mean the clerk of superior court
provided for in G.S. 7A-100(a).

(5) ‘Compensation’ shall mean all salaries and wages derived from
public funds which are earned by a member of the Retirement
System for his service as a justice or judge, or administrative law

: judge, or district attorney, or clerk of superior court.

(6) ‘Creditable service’ shall mean for any member the total of his
prior service plus his membership service.

(6a) ‘District attorney’ shall mean the district attorney or solicitor
provided for in G.S. 7A-60.

(7)  ‘Filing’ when used in reference to an application for retirement

- shall mean the receipt of an acceptable application on a form
provided by the Retirement System.

Page 2 House Bill 1146
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‘Final compensation’ shall mean for any member the annual
equivalent of the rate of compensation most recently applicable to
him.

‘Judge’ shall mean any justice or judge of the General Court of
Justice and the administrative officer of the courts.

‘Medical board’ shall mean the board of phy51c1ans provided for
in G.S. 135-6.

‘Member’ shall mean any person included in the membership of
the Retirement System as provided in this Article.

‘Membership service’ shall mean service as a judge, administrative
law_judge, district attorney, or clerk of superior court rendered
while a member of the Retirement System.

‘Previous system’ shall mean, with respect to any member, the
retirement benefit provisions of Article 6 and Article 8 of Chapter
7A of the General Statutes, to the extent that such Article or
Articles were formerly applicable to the member, and in the case
of judges of the district court division, and administrative law
judges, and district attorney, and clerk of superior court of the
General Court of Justice, the Teachers’ and State Employees’
Retirement System

‘Prior service’ shall mean service rendered by a member, prior to
his membership in the Retirement System, for which credit is
allowable under G.S. 135-56.

‘Regular interest’ shall mean interest compounded annually at such
a rate as shall be determined by the Board of Trustees in
accordance with G.S. 135-7(b).

‘Retirement’ shall mean the withdrawal from active service with a
retirement allowance granted under the provisions of this Chapter.
In order for a member’s retirement to become effective in any
month, the member must render no service at any time during that
month.

‘Retirement allowance’ shall mean the periodic payments to which
a beneficiary becomes entitled under the provisions of this Article.
‘Retirement System’- shall mean the ‘Consolidated Judicial
Retirement System’ of North Carolina, as established in this
Atrticle.

‘Year’ as used in this Article shall mean the regular fiscal year
beginning July 1 and ending June 30 in the following calendar
year, unless otherwise defined by regulation of the Board of
Trustees."

Section 4. G.S. 135-54 reads as rewritten:
"§ 135-54. Name and date of establishment.
A Retirement System is hereby established and placed under the management of
44 the Board of Trustees for the purpose-of providing retirement allowances and other

House Bill 1146

Page 3
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benefits under the provisions of this Article for justices and judges, administrative law
judge, district attorneys, and clerks of superior court of the General Court of Justice
of North Carolina, and their survivors. The Retirement System so created shall be
established as of January 1, 1974.

The Retirement System shall have the power and privileges of a corporation and
shall be known as the ‘Consolidated Judicial Retirement System of North Carolina,’
and by such name all of its business shall be transacted."

Section 5. G.S. 135-55 reads as rewritten:

"§ 135-55. Membership. :
(a) The membership of the Retirement System shall consist of:

(1)  All judges and district attorneys in office on January 1, 1974;

(2) All persons who become judges and district attorneys or reenter
service as judges and district attorneys after January 1, 1974;

(3)  All clerks of superior court in office on January 1, 1975; and

(4  All persons who become clerks of superior court or reenter service
as clerks of superior court after January 1, $975- 1975;

(5)  All administrative law judges in office on July 1, 1999; and

(6) All persons who become administrative law judges or reenter
service as administrative law judges after July 1, 1999.

(b) The membership of any person in the Retirement System shall cease upon:

(1) The withdrawal of his accumulated contributions after he is no
longer a judge, administrative law judge, district attorney, or clerk
of superior court, or

(2)  His retirement under the provisions of the Retirement System, or

(3) His death."

Section 6. G.S. 135-56(a) reads as rewritten:

"(a) Subject to such rules and regulations as the Board of Trustees shall adopt with
regard to the verification of a judge’s prior service, the prior service of a judge shall
consist of his service rendered prior to January 1, 1974, as a justice of the Supreme
Court, judge of the Court of Appeals, judge of the superior court, judge of the district
court division of the General Court of Justice, administrative law judge, as
administrative officer of the courts, or as a_solicitor or district attorney."

Section 7. G.S. 135-56 is amended by adding a new subsection to read:

"(f) On and after July 1, 1999, the creditable service of a member who was an
administrative law judge an ember of the Teachers’ and State Employees’

Retirement System at the time of transfer of membership from the previous system to

this Svstem shall include_service n administrative law judge that was creditable in

he previ stem _immediatel rior t uly 1, 1 The accumulated
contributions of a member as an administrative law judge shall be transferred from
he previous system to thi tem in th me manner _as prescribed under G.S. 135-
28.1 as it pertained to jud f the district court division of the General Court of
Justice." '

Section 8. G.S. 135-58(al) reads as rewritten:

Page 4 House Bill 1146
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"(al) Any member who retires under the provisions of subsection (a) or
subsection (c) of G.S. 135-57 on or after July 1, 1990, but before July 1, 1999, after he
either has attained his 65th birthday or has completed 24 years or more of creditable
service shall receive an annual retirement allowance, payable monthly, which shall
commence on the effective date of his retirement and shall be continued on the first
day of each month thereafter during his lifetime, the amount of which shall be
computed as the sum of (1), (2), and (3) following, provided that in no event shall the
annual allowance payable to any member be greater than an amount which, when
added to the allowance, if any, to which he is entitled under the Teachers’ and State
Employees’ Retirement System, the Legislative Retirement System or the North
Carolina Local Governmental Employees’ Retirement System (prior in any case to
any reduction for early retirement or for an optional mode of payment) would total
three-fourths of his final compensation:

(1) Four and two-hundredths percent (4.02%) of his final
compensation, multiplied by the number of years of his creditable
service rendered as a justice of the Supreme Court or judge of the
Court of Appeals;

(2) Three and fifty-two hundredths percent (3.52%) of his final
compensation, multiplied by the number of years of his creditable
service rendered as a judge of the superior court or as
administrative officer of the courts;

(3) Three and two-hundredths percent (3.02%) of his final
compensation, multiplied by the number of years of his creditable
service rendered as a judge of the district court, district attorney,
or clerk of superior court."

Section 9. G.S. 135-58 is amended by adding a new subsection to read:

"(a?) Anv member who retires under the provisions of subsection (a) or
subsection (c) of G.S. 135-57 on. or after July 1, 1999, after he either has attained his

th birthday or has completed 24 years or more of creditable service shall receive an

annual retirement allowance, payable monthly, which shall commence on the

ffective dat his retirement and shall continued on the first day of each month
thereafter during his lifetime, the amount of which shall be computed as the sum of
1), (2), and followin rovided that in no_event shall the annual allowance
payable to any member be grgater than an _amount which, when added to the

i itled under the Teachers’ and State Empl i

Retirement System, the L egislative Retirement System, or_the North Carolina Local

Governmental Employees™ Retirement System (prior in any case to any reduction for

early retirement or for an optional mode of payment) would total three-fourths of his

final cgmpenggtlgn,
Four and two-hundredths percent (4.02%) of his final

compensation, multiplied the number of vears of his creditable
service rendered as a justice of the Supreme Court or judge of the

Court of Appeals;

House Bill 1146 - Page 5
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2)

Q)

Three and fifty-two hundredths percent (3.52% f his final
compensation, multiplied by the number of years of his creditable
service rendered as a judge of the superior court or as
administrative officer of the courts;

Three and__two-hundredths percent (3.02 f his final
compensation, multiplied by the number of years of his creditable

service rendered as a judge of the district court, administrative law
judge, district attorney, or clerk of superior court."

Section 10. G.S. 135-56 is amended by adding a new subsection to read:

“(c1) On and after July 1., 1999, the creditable service of an administrative law

judge who was a member of the Teachers’ and State Employees’ Retirement System

on June 30, 1999, and whose accumulated contributions are transferred from that
System to this System, includes service that was creditable in the Teachers’ and State
Employees’ Retirement System, and membership service with that System is

membership service with this System."
Section 11. This act becomes effective July 1, 1999.

Page 6
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George R. Hall, Legislative Services Officer

(919) 733-7044

. Robinson, Director ' Gerry F. Cohen, Director ~ Thomas L. Covington, Director

Administrative Division Bill Drafting Division Fiscal Research Division
Room 5, Legislative Building ~ Suite 401, LOB Suite 619, LOB
16 W. Jones Street 300 N. Salisbury St. " 300 N. Salisbury St.
Raleigh, NC 27603-5925 . Raleigh, NC 27603-5925 Raleigh, NC 27603-5925
(919) 733-7500 (919) 733-6660 (919) 7334910
- MEMORANDUM
TO: Representative H. M. Michaux, Jr.
FROM: Stanley Moore SV\—

Fiscal Research Division
DATE: April 23, 1999

SUBJECT: Actuarial Note on House Bill 1146

Tony C. Goldman, Director
Information Systems Division
Suite 400, LOB

300 N. Salisbury St.

Raleigh, NC 27603-5925
(919) 733-6834

Temrence D. Sullivan, Director
Research Division

Suite 545, LOB

300 N. Salisbury St.

Raleigh, NC 27603-5925
(919) 733-2578

%e: Transfers the eight administrative law judéés from the Teachers’ and State
mployees’ Retirement System to the Consolidated Judicial Retirement System

In accordance with North Carolina General Statute 120-114 and applicable Rules of the
North Carolina Senate and House of Representatives, attached is a certified copy of an
original actuarial note on the above subject as prepared by the General Assembly’s
Consulting Actuary. A certified copy of an original actuarial note on the same subject
from the Plan Administrator’s Consulting Actuary is also attached for your review.

cc: House Principal Clerk
Attachment(s):
(1) Legislative Actuarial Note

(2) Actuarial Note, Buck Consultants, April 20, 1999
(3) Actuarial Note. Hartman & Associates, April 20, 1999

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER



NORTH CAROLINA GENERAL ASSEMBLY
! LEGISLATIVE ACTUARIAL NOTE
BILL NUMBER: House Bill 1146 Administrative Law Judges’ Retirement
SHORT TITLE: Administrative Law Judges’ Retirement
SPONSOR(S): Representative Henry M. Michaux, Jr.
SYSTEM OR PROGRAM AFFECTED: Consolidated Judicial Retirement System

FUNDS AFFECTED: General Fund

BILL SUMMARY: Transfers the eight administrative law judges from the Teachers’ and State
Employees’ Retirement System to the Consolidated Judicial Retirement System

EFFECTIVE DATE: July 1, 1999

ESTIMATED IMPACT ON STATE:

In order to liquidate the additional liability in the Judicial System, as a result of the transfer of
service from the Teachers’ and State Employees’ Retirement System at an accrual rate of 1.80%
to the Consolidated Judicial Retirement System at an accrual rate of 3.02%, Buck Consultants
estimates the cost to be .36% of total payroll of the Judicial System and Hartman & Associates
estimates the cost to be .30% of the payroll. In addition, there will be an additional cost of
$73,891 beginning the first year, which is the difference in the State System employer
contribution rate of 10.83% of salary base of $625,139 for the administrative law judges and the
Judicial System contribution rate of 22.65% of the same salary base.

System Actuary: Buck Consultants

FY FY FY FY FY
1999-00 2000-01 2001-02 2002-03 2003-04
Unfunded Liability Cost $156,000 $166,528 $177,086 $188,314 $200,253
Contribution Cest $ 73,891 $ 78,576 $ 83,558 $ 88,855 $ 94,489
Total Annual Cost $230,491 $245,105 $260,644 $277,169 $294,742
General Assembly Actuary: Hartman & Associates
FY FY FY FY FY
\ 1999-00 2000-01 2001-02 2002-03 2003-04
Unfunded Liability Cost $130,500 $138,774 $147,572 $156,928 $166,877
Contribution Cost $ 73,891 $ 78,576 $ 83,558 § 88,855 $ 94,489
Total Annual Cost $204,391 $217,350 $231,130 $245,783 $261,366



ASSUMPTIONS AND METHODOLOGY: Consolidated Judicial Retirement System

The cost estimates of the System's Actuary are based on the employee data, actuarial assumptions and
actuarial methods used to prepare the December 31, 1997 actuarial valuation of the fund. The data
included 456 active members with an annual payroll of $39.7 million and 327 retired members in receipt
of annual pensions totaling $10.8 million. Significant actuarial assumptions used include (a) an
investment return rate of 7.25%, (b) salary increase rate of 6.25%, (c) the 1979 George B. Buck Mortality
Table for deaths after retirement, and (d) rates of separation from active service based on System
experience. The actuarial cost method used to determine the liabilities is the projected benefit method;
however, the method used to determine the contribution rate is the projected unit credit method with an
unfunded liquidation period of ten years. Detailed information concerning these assumptions and methods
is shown in the actuary's report, which is available upon request from Stanley Moore.

SOURCES OF DATA: System Actuary - Buck Consultant, Inc.
General Assembly Actuary — Hartman & Associates

FISCAL RESEARCH DIVISION: The above information is provided in accordance with
North Carolina General Statute 120-114 and applicable Rules of the North Carolina Senate and
House of Representatives. The above cost estimates are based on the salary base as of July 1,

1999 projected at the average annual increase in compensation base over the last five years of

6.34%.

(919) 733-4910
PREPARED BY: Stanley Mooréy Mo

APPROVED BY: Tom Covington W

DATE:Wednesday, April 21, 1999
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CONSULTANTS

200 Galleria Parkway, N.w,  Suite 1200
Atanta, Georgia 30339-5045
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* April 20, 1999

Mr. Jack Pruitt _
Deputy Treasurer and Director
Retirement Systems Division
Department of State Treasurer

325 North Salisbury Street

Raleigh, North Carolina 27603-1385

House Bill 1146

Dear Mr. Bryan:

We have received your letter of April 16 regarding House Bill 1146 which affects the
Teachers” and State Employees’ Retirement System and the Consolidated Judicial

" Retirement System.

This legislation appears, effective July 1, 1999; to cause current and future Administrative
Law Judges with the Office of Administrative Hearings, to be members of the
Consolidated Judicial Retirement System with a 3.02% annual accrual rate benefit. For
current Administrative Law Judges, all service as an Administrative Law Judge and
accumulated contributions representative of such service would be transferred from the
Teachers’ and State Employees’ Retirement System to the Consolidated Judicial
Retirement System. No Pension Accumulation Fund assets would be transferred. Any
service remaining in the Teachers’ and State Employees’ Retirement System after the
transfer would be considered service for attaining retirement rights in the Consolidated
Judicial Retirement System, and service in the Consolidated Judicial Retirement System
would be considered service for attaining retirement rights with the Teachers’ and State
Employees’ Retirement System.

This legislation would increase the unfunded accrued liability of the Consolidated Judicial
Retirement System by approximately $914,000 or 0.36% of payroll.

Based on the current employer contribution rates, the net annual cost to the State would
be equal to 11.82% of the total compensation of the eight Administrative Law Judges, or
$73,891, based on the reported compensation of $625,139.

Buck Consultants, inc.
770} 955-2488 Fax 770]933-8336



- Mr. Jack Pruitt
April 12, 1999
Page 2

If we can be of further assistance with regard to this bill, please do not hesitate to contact
us. .

Sincerely,

Edward A. Macdonald
Principal and Consulting Acg:ary

THIS IS TO CERTIFY THATTHIS IS A
TRUE AND EXACT COPY OF AN
ORIGINAL ACTUARIAL NOTE.
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HARTMAN & ASSOCIATES, LLC

ACTUARIAL CONSULTING
f‘K V. HARTMAN, FSA, MAAA, MCA, EA
Phone: (336) 731-4038 _ 668 LinkiRoad

Fax:  (336) 731-2583 Lexington, NC 27295

April 20, 1999

Mr. Stanley Moore

Fiscal Research Division

North Carolina General Assembly
300 N. Salisbury Street
Raleigh, NC 27603-5925

Re: House Bill 1146: An Act to Include Administrative Law Judges as
Members of the CJRS ' :

Dear Mr. Moore:

This bill would amend G.S. 135-50 through -58 to include
administrative law judges serving on or after July 1, 1999 as members
of the Consolidated Judicial Retirement System (CJRS). These
employees are currently members of the Teachers’ and State Employees’
Retirement System (TSERS). Any creditable service and accumulated
contributions of a member as an administrative law judge immediately
prior to July 1, 1999 would transfer from the TSERS to the CJRS.

This act would become effective July 1, 1999.

This bill would create  an additional liability in the CJRS equal to
the value of benefits given for service prior to July 1, 1999, offset
by the accumulated contributions transferred from the TSERS. This
net additional liability in the CJRS is estimated at $761,538.
Liquidating this amount over 8 years produces a cost of 0.30% of
payroll. There would also be a reduction in liability in the TSERS
estimated at $303,428, which amortized over 9 years corresponds to
0.0006% of payroll ‘in that. system.

Additionally, transferring these employees from the TSERS to the CJRS
would increase the annual cost by 11.82% of their pay, the difference
in employer contribution rates in the two systems.

These estimates are based on the most recent actuarial valuations
prepared as of December 31, 1997 and information provided by you
regarding eligible administrative law judges as of December 31, 1998.

If you have any questions;  let me know: - -*

Sincerely, . ’ﬂiJf;.- :i :fuf:;t
I _ ACTUARIAL NOTE
‘J . rue & Copy of Original
Mark V. Hartman, FSA, MAAA, MCAGemtified B ated =279 9
Consulting Actuary . e Fiscal Rosearch 7

MVH/}]



NORTH CAROLINA GENERAL ASSEMBLY
LEGISLATIVE ACTUARIAL NOTE

BILL NUMBER: House Bill 1146
SHORT TITLE: Administrative Law Judges’ Retirement

SPONSOR(S): Representative Henry M. Michaux, Jr.
SYSTEM OR PROGRAM AFFECTED: Consolidated Judicial Retirement System

FUNDS AFFECTED: General Fund

BILL SUMMARY: Transfers the eight administrative law judges from the Teachers’ and State
Employees’ Retirement System to the Consolidated Judicial Retirement System

EFFECTIVE DATE: July 1, 1999

ESTIMATED IMPACT ON STATE:
In order to liquidate the additional liability in the Judicial System, as a result of the transfer of

service from the Teachers’ and State Employees’ Retirement System at an accrual rate of 1.80%
to the Consolidated Judicial Retirement System at an accrual rate of 3.02%, Buck Consultants
estimates the cost to be .36% of total payroll of the Judicial System and Hartman & Associates
estimates the cost to be .30% of the payroll. In addition, there will be an additional cost of
$73,891 beginning the first year, which is the difference in the State System employer
contribution rate of 10.83% of salary base of $625,139 for the administrative law judges and the
Judicial System contribution rate of 22.65% of the same salary base.

System Actuary: Buck Consultants

FY FY FY FY FY
1999-00 2000-01 2001-02 2002-03 2003-04
Unfunded Liability Cost $156,000 $166,528 $177,086 $188,314 $200,253
Contribution Cost $ 73,891 $ 78,576 $ 83,558 $ 88,855 $ 94,489
Total Annual Cost $230,491 $245,105 $260,644 $277,169 -$294,742
General Assembly Actuary: Hartman & Associates
FY FY FY FY FY
‘ \ 1999-00 2000-01 2001-02 2002-03 2003-04
Unfunded Liability Cost $130,500 $138,774 $147,572 $156,928 $166,877
Contribution Cost $ 73,891 $ 78,576 $ 83,558 $ 88,855 $ 94,489
Total Annual Cost $204,391 $217,350 $231,130 $245,783 $261,366



‘ ASSUMPTIONS AND METHODOLOGY: Consolidated Judicial Retirement System

The cost estimates of the System's Actuary are based on the employee data, actuarial assumptions and
actuarial methods used to prepare the December 31, 1997 actuarial valuation of the fund. The data
included 456 active members with an annual payroll of $39.7 million and 327 retired members in receipt
of annual pensions totaling $10.8 million. Significant actuarial assumptions used include (a) an
investment return rate of 7.25%, (b) salary increase rate of 6.25%, (c) the 1979 George B. Buck Mortality
Table for deaths after retirement, and (d) rates of separation from active service based on System
experience. The actuarial cost method used to determine the liabilities is the projected benefit method;
however, the method used to determine the contribution rate is the projected unit credit method with an
unfunded liquidation period of ten years. Detailed information concerning these assumptions and methods
is shown in the actuary's report, which is available upon request from Stanley Moore.

SOURCES OF DATA: System Actuary - Buck Consultant, Inc.
General Assembly Actuary — Hartman & Associates

FISCAL RESEARCH DIVISION: The above information is provided in accordance with
North Carolina General Statute 120-114 and applicable Rules of the North Carolina Senate and
House of Representatives. The above cost estimates are based on the salary base as of July 1,
1999 projected at the average annual increase in compensation base over the last five years of
6.34%.

‘ (919) 733-4910

PREPARED BY: Stanley Moore

APPROVED BY: Tom Covington W

DATE:Wednesday, April 21, 1999
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1999 COMMITTEE REPORT V¢ MW .

HOUSE OF REPRESENTATIVES <
‘ The following report(s) from standing committee(s) is/are presented: ¢

By Representative(s) Michaux for the Committee on PENSIONS AND RETIREMENT.

[[] Committee Substitute for

H.B. 1034 A BILL TO BE ENTITLED AN ACT TO DEFINE A PROFESSIONAL
FIREFIGHTERS' BENEFIT ACCRUAL RATE FOR MEMBERS AND BENEFICIARIES
OF THE LOCAL GOVERNMENTAL EMPLOYEE'S RETIREMENT.

(] With a favorable report.

[] With a favorable report and recommendation that the bill be re-referred to the Committee on
Appropriations [_] Finance [_] O

] With a favorable report, as amended.

[[] With a favorable report, as amended, and recommendation that the bill be re-referred to the
Committee on Appropriations{ ] Finance [] ]

With a favorable report as to committee substitute bill-¢#———-fwhich-changes-the-title,
unfavorable as toforiginal bill{Gommittee-Substitute Bill-#fwem—),-(and recommendation
that the committee substitute bill #—==}be re-referred to the Committee on 4PPecPZiamy, s,

[] With a favorable report as to House committee substitute bill (# ), (] which changes
the title, unfavorable as to Senate committee substitute bill.

‘ [] With an unfavorable report.
(] With recommendation that the House concur.
[] With recommendation that the House do not concur.
[] With recommendation that the House do not concur; request conferees.
(] With recommendation that the House concur; committee believes bill to be material.
[] With an unfavorable report, with a Minority Report attached.
[] Without prejudice.
[] With an indefinite postponement report.
[] With an indefinite postponement report, with a Minority Report attached.

[} With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
2/24/99
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 1999 |

HOUSE BILL 1034*
Proposed Committee Substitute H1034-PCS6195-LL

Short Title: Professional Firefighters’ Retirement. (Public)

Sponsors:

Referred to:

April 14, 1999

A BILL TO BE ENTITLED
AN ACT TO DEFINE A PROFESSIONAL FIREFIGHTERS’ BENEFIT
ACCRUAL RATE FOR MEMBERS AND BENEFICIARIES OF THE LOCAL
GOVERNMENTAL EMPLOYEES’ RETIREMENT SYSTEM.
The General Assembly of North Carolina enacts:
Section 1. G.S. 128-21 is amended by adding a new subdivision to read:

"(17a) ‘Professional firefighter’ means a full-time, paid employee of an
emplover, maintaining a fire department certified by the North
Carolina Department of Insurance, who is actively serving in a
position with assigned primary duties and responsibilities for the

prevention, detection, and suppression of fire."
Section 2. G.S. 128-24(5) reads as rewritten:

"(5) The provisions of this subdivision (5) shall apply to any member
whose membership is terminated on or after July 1, 1965, and who
becomes entitled to benefits hereunder in accordance with the
provisions hereof.

a. Notwithstanding any other provision of this Chapter, any
member who separates from service prior to the attainment
of the age of 60 years for any reason other than death or
retirement for disability as provided in G.S. 128-27(c), after
completing 15 or more years of creditable service, and who
leaves his total accumulated contributions in said System
shall have the right to retire on a deferred retirement
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GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1999

Page 2

allowance upon attaining the age of 60 years; provided that
such member may retire only upon written application to
the Board of Trustees setting forth at what time, not less
than one day nor more than 90 days subsequent to the
execution and filing thereof, he desires to be retired; and
further provided that in the case of a member who so
separates from service on or after July 1, 1967, the
aforestated requirement of 15 or more years of creditable
service shall be reduced to 12 or more years of creditable
service; and further provided that in the case of a member
who so separates from service on or after July 1, 1971, or
whose account is active on July 1, 1971, the aforestated
requirement of 12 or more years of creditable service shall
be reduced to five or more years of creditable service. Such
deferred retirement allowance shall be computed in
accordance with the service retirement provisions of this
Article pertaining to a member who is not a law
enforcement officer or eligible former law enforcement
officer.

In lieu of the benefits provided in paragraph a of this
subdivision, any member who separates from service prior to
the attainment of the age of 60 years, for any reason other
than death or retirement for disability as provided in G.S.
128-27(c), after completing 20 or more years of creditable
service, and who leaves his total accumulated contributions
in said System may elect to retire on an early retirement
allowance upon attaining the age of 50 years or at any time
thereafter; provided that such member may so retire only
upon written application to the Board of Trustees setting
forth at what time, not less than one day nor more than 90
days subsequent to the execution and filing thereof, he
desires to be retired. Such early retirement allowance so
elected shall be equal to the deferred retirement allowance
otherwise payable at the attainment of the age of 60 years
reduced by the percentage thereof indicated below.

Age at Percentage
Retirement Reduction

59 7

58 14

57 20

56 25

55 30

54 35

53 39

House Bill 1034
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House Bill 1034

bl.

b2.

b3.

52 43
31 46
50 50

In lieu of the benefits provided in paragraphs a and b of this
subdivision, any member who is a law enforcement officer
or a professional firefighter at the time of separation from
service prior to the attainment of the age of 50 years, for any
reason other than death or disability as provided in this
Article, after completing 15 or more years of creditable
service in this capacity immediately prior to separation from
service, and who leaves his total accumulated contributions
in this System, may elect to retire on a deferred early
retirement allowance upon attaining the age of 50 years or
at any time thereafter; provided, that the member may
commence retirement only upon written application to the
Board of Trustees setting forth at what time, as of the first
day of a calendar month, not less than one day nor more
than 90 days subsequent to the execution and filing thereof,
he desires to commence retirement. The deferred early
retirement allowance shall be computed in accordance with
the service retirement provisions of this Article pertaining to
law enforcement effieers: officers or professional firefighters.
In lieu of the benefits provided in paragraphs a and b of this
subdivision, any member who is a law enforcement officer
or_professional firefighter at the time of separation from
service prior to the attainment of the age of 55 years, for any
reason other than death or disability as provided in this
Article, after completing five or more years of creditable
service in this capacity immediately prior to separation from
service, and who leaves his total accumulated contributions
in this System may elect to retire on a deferred service
retirement allowance upon attaining the age of 55 years or
at any time thereafter; provided, that the member may
commence retirement only upon written application to the
Board of Trustees setting forth at what time, as of the first
day of a calendar month not less than one day nor more
than 90 days subsequent to the execution and filing thereof,
he desires to commence retirement. The deferred service
retirement allowance shall be computed in accordance with
the service retirement provisions of this Article pertaining to
law enforcement effieers: officers or professional firefighters.
Deferred retirement allowance of members retiring on or
after July 1, 1995. -- In lieu of the benefits provided in
paragraphs a. and b. of this subdivision, any member who

Page 3
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separates from service prior to attainment of age 60 years,
after completing 20 or more years of creditable service, and
who leaves his total accumulated contributions in said
System, may elect to retire on a deferred retirement
allowance upon attaining the age of 50 years or any time
thereafter; provided that such member may so retire only
upon written application to the Board of Trustees setting
forth at what time, not less than one day nor more than 90
days subsequent to the execution and filing thereof, he
desires to be retired. Such deferred retirement allowance
shall be computed in accordance with the service retirement
provisions of this Article pertaining to a member who is not
a law enforcement officer or an eligible former law
enforcement officer.
Should a beneficiary who retired on an early or service
retirement allowance be reemployed, or otherwise engaged
to perform services, by an employer participating in the
Retirement System on a part-time, temporary, interim, or on
fee-for-service basis, whether contractual or otherwise, and if
such beneficiary earns an amount in any calendar year
which exceeds fifty percent (50%) of the reported
compensation, excluding terminal payments, during the 12
months of service preceding the effective date of retirement,
or twenty thousand dollars ($20,000), whichever is greater,
as hereinafter indexed, then the retirement allowance shall
be suspended as of the first day of the month following the
month in which the reemployment earnings exceed the
amount above, for the balance of the calendar year. The
retirement allowance of the beneficiary shall be reinstated as
of January 1 of each year following suspension. The amount
that may be earned before suspension shall be increased on
January 1 of each year by the ratio of the Consumer Price
Index to the Index one year earlier, calculated to the nearest
tenth of a percent (1/10 of 1%).
Should a beneficiary who retired on an early or service
retirement allowance be restored to service as an employee,
then the retirement allowance shall cease as of the first day
of the month following the month in which the beneficiary
is restored to service and the beneficiary shall become a
member of the Retirement System and shall contribute
thereafter as allowed by law at the uniform contribution
payable by all members.

Upon his subsequent retirement, he shall be paid a
retirement allowance determined as follows:

House Bill 1034

HA
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1. For a member who earns at least three years’
membership service after restoration to service, the
retirement allowance shall be computed on the basis
of his compensation and service before and after the
period of prior retirement without restriction;
provided, that if the prior allowance was based on a
social security leveling payment option, the allowance
shall be adjusted actuarially for the difference
between the amount received under the optional
payment and what would have been paid if the
retirement allowance had been paid without optional
modification.

2. For a member who does not earn three years’
membership service after restoration to service, the
retirement allowance shall be equal to the sum of the
retirement allowance to which he would have been
entitled had he not been restored to service, without
modification of the election of an optional allowance
previously made, and the retirement allowance that
results from service earned since being restored to
service; provided, that if the prior retirement
allowance was based on a social security leveling
payment option, the prior allowance shall be adjusted
actuarially for the difference between the amount that
would have been paid for each month had the
payment not been suspended and what would have
been paid if the retirement allowance had been paid
without optional modification."

Section 3. G.S. 128-27(a) reads as rewritten:
"(a) Service Retirement Benefits. --

M)

)

House Bill 1034

Any member may retire upon written application to the Board of
Trustees setting forth at what time, as of the first day of a calendar
month, not less than one day nor more than 90 days subsequent to
the execution and filing thereof, he desires to be retired: Provided,
that the said member at the time so specified for his retirement
shall have attained the age of 60 years and have at least five years
of creditable service or shall have completed 30 years of creditable
service, or if a firemen;—he professional firefighter, the member

shall have aﬁamed—fheage—ef—ss-yeafs—aad—lmet—}east—ﬁve-yeaﬁ
ef—ereditable—service: itable

service provided that the las; five ygars of creditablg s_e_rvige is as a

professional firefighter.
Repealed by Session Laws 1983 (Regular Session, 1984), c. 1019, s.

1.

Page 5
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(3)
(4)

©)

Repealed by Session Laws 1971, c. 325, s. 12.

Any member who was in service October 8, 1981, who had
attained 60 years of age, may retire upon written application to the
Board of Trustees setting forth at what time, as of the first day of a
calendar month, not less than one day nor more than 90 days
subsequent to the execution and filing thereof, he desires to be
retired.

Any member who is a law enforcement effieer; officer or
professional firefighter, and who attains age 50 and completes 15 or
more years of creditable service in this capacity or who attains age
55 and completes five or more years of creditable service in this
capacity, may retire upon written application to the Board of
Trustees setting forth at what time, as of the first day of a calendar
month, not less than one day nor more than 90 days subsequent to
the execution and filing thereof, he the member desires to be
retired; provided, also, any member who has met the conditions
required by this subdivisien section but does not retire, and later
becomes an employee other than as a law enforcement effieer;

officer or professional firefighter, continues to have the right to

commence retirement."

Section 4. G.S. 128-27 is amended by adding a new subsection to read:

"(b18) Service Retirement Allowance of Professional Firefighters Retiring on or
After July 1, 1999. -- Upon retirement from service, in accordance with subsection (a)
of this section, on or after July 1, 1999, a member who is a professional firefighter or
an__eligible former professional firefighter shall receive the following service
retirement allowance:

(1)

If the member’s service retirement date occurs on or after the

member’s 55th birthday, and completion of five years of creditable
service as a professional firefighter, or after the completion of 25
years of creditable service, provided that the last five years of
creditable service are as a professional firefighter, the allowance

shall be equal to the sum of:
a. One and_ seventv-seven hundredths percent (1.77%) of the

member’s avera final compensation, multiplied by the

number of years of creditable service earned by the member

in service other than as a professional firefighter, plus

Two and fifty hundredths percent (2.50%) of the member’s

average final compensation, multiplied by the number of

years of creditable service earmed as a professional

firefighter,

If the member’s service retirement date occurs after the member’s
h_birth and before the member’s 55th birthday with 15 or

more years of creditable service as a professional firefighter and

I

House Bill 1034

!
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prior to completion of 25 years of creditable service, the member’s
retirement allowance shall be equal to the greater of:

a. The service retirement allowance payable under G.S. 128-
27(b16)(1) reduce one-third of one percent (1/3 of 1%
thereof for each month by which his retirement date
precedes the first day of the month coincident with or next
following the month the member would have attained his
S5th birthday; or

The service retirement allowance as computed under G.S.

128-27(b16)(1) reduced five percent (5 times the
difference between 25 years and the member’s creditable

service at retirement."

1=

Section 5. G.S. 128-30(d) is amended by adding a new subdivision to

read:

"(10) Notwithstanding the foregoing provisions of this subsection,

beginning with the December 31, 1998, valuation, the actuary shall
determine an additional ‘accrued liability contribution’ on account
of each employer’s professional firefighters. This contribution shall
be that percentage of the professional firefighters’ compensation
necessary to liquidate the ‘existing unfunded accrued liability’ over
a period of years to be determined by the Board of Trustees. The
‘existing unfunded accrued liability’ for each employer shall be
equal to the accrued liability for additional benefits payable to

each_employer’s professional firefighters who are members of the
Retirement System on June 30, 1999, The ‘accrued liability

contribution’ determined on the basis of this subdivision shall be

d o that determin nder subdivisions (3) and of this
subsection and shall be included in the total amount payable under
subdivision (5) of this subsection,"

Section 6. This act becomes effective July 1, 1999, and applies to persons
31 retiring on or after that date.

House Bill 1034

Page 7



STATE OF NORTH CAROLINA
DEPARTMENT OF STATE TREASURER
RETIREMENT SYSTEMS DIVISION

JACK W. PRUITT
DEPUTY TREASURER

April 26, 1999

The Honorable Henry M. Michaux, Jr.
Chairman of the House Committee

on Pensions and Retirement
Suite 1325 of the State Legislative Building
Raleigh, North Carolina

Re:  Actuarial Note/House Bill 1034
Dear Representative Michaux:

In accordance with North Carolina General Statute 120-114, we herewith submit a
certified copy of an actuarial note on House Bill 1034 which affects the Local Governmental
Employees’ Retirement System.

please let me know when you wish us to appear before your Committee with regard to this

‘ Please let me know if you have any questions with regard to this actuarial note. Also,
note.

Jack W. Pruitt
Director
JWP/dsp

Enclosure

325 NORTH SALISBURY STREET, RALEIGH, NORTH CAROLINA 27603-1385
Courier #56-20-45 Telephone (919) 733-4191 Fax (919) 508-5350 »
E-mail: nc_retirement@treasurer.state.nc.us Web Page http://wwy treasurer.state.nc.us/Treasurer/
An Equal Opportunity/Affirmative Action Employer



BUCK
CONSULTANTS

200 Galleria Parkway, NW.  Suite 1200
Atlanta, Georgia 30339-5945

April 26, 1999

Mr. Jack Pruitt

Deputy Treasurer and Director
Retirement Systems Division
Department of State Treasurer

325 North Salisbury Street

Raleigh, North Carolina 27603-1385

House Bill 1034

Dear Mr. Pruitt:

We have received your letter of April 16 regarding House Bill 1034 which affects the
Local Governmental Employees’ Retirement System.

This legislation appears to create a definition for a “professional firefighter.” The
legislation further provides that members who are professional firefighters shall be entitled
to (i) unreduced service retirement benefits after 25 years of creditable service, at any age,
provided that the five years of creditable service prior to retirement are as a professional
firefighter and (ii) reduced early retirement benefits at age 50 with 15 years of creditable
service as a professional firefighter, calculated by using a reduction of 1/3 of 1% for each
month under age 55, or a reduction of 5% times the difference between 25 years and the
members’ creditable service at retirement, whichever produces the greater benefit. The
legislation also appears to provide vested deferred retirement benefits (i) on an unreduced
service basis for members attaining age 55 if the member had five years of creditable
service as a professional firefighter, and (ii) on a reduced early service basis for a member
attaining age 5O if the member had 15 years of creditable service as a professional

firefighter.

This legislation further appears to provide retirement benefits for members retiring on and
after July 1, 2000 equal to 1.77% of average final compensation multiplied by the number
of years of creditable service other than as a professional firefighter and for service as 2
professional firefighter rendered prior to July 1, 1987 plus 2.50% of average final
compensation multiplied by the number of years of creditable service as a professional

firefighter since July 1, 1987.

Buck Consuitants, Inc.
770|955-2488 Fax 770|933-8336



Mr. Jack Pruitt
April 26, 1999
Page 2

The changes appear to provide professional firefighters with the same retirement structure
as law enforcement officers with the added provisions for an unreduced service retirement
allowance after 25 years of creditable service, and an annual formula accrual rate of 2.50%

for service as a professional firefighter since July 1, 1987,

We have determined that the employers’ normal contribution rate for firemen members
under this legislation would be 11.99% of covered payroll. The increase from the current
employer normal rate of 4.80% would be 7.19%, which would require additional annual
normal contributions in perpetuity of approximately $10,091,000. The additional
unfunded accrued liability created on account of this legislation is $117,784,000, which
would require additional accrued liability contributions of approximately $10,134,000
based on 15 year amortization of the additional unfinded accrued liability. The combined
annual additional normal and accrued liability contributions required by the employer is
approximately $20,225,000. The attached table shows the estimated annual cost of the
additional benefits for employers with firemen and the increase in the accrued liability rate
which would be applied to the payroll of all members of each employer.

If we can be of further assistance with regard to this legislation, please do not hesitate to
contact us.

Sincerely,

Edward A. Macdonald )
Principal and Consulting Actuary

EAM:jq
PANCLOCALMS9DOCS\CORR\HB10H.D0C
IC751 BC AT

Enclosure

THIS IS A CERTIFY THATTHISISA

TRUE ANp EXACT COPY Q

BUCK
CONSULTANTS



North Carolina Local Goverumental Employees Retirement System
Cost to Individual Units of House Bill 1034

Local

No. Firefighter Total Inct. A.L. Additional Cost

No. Name Firefighters Payroll Payroll Rate (%) Normal AL Total

70111  BURLINGTON, CITY OF,....... e 75 2,405,698 10,699,003 1.65% 172,970 176,534 349,504
70121 GRAHAM, CITY OF.uv.vnenenunnnnnnen. 9 270,368 2,173,119 0.96% 19,439 20,868 40,307
70131  ELON COLLEGE, TOWN OF............... 6 182,481 586,275 2.34% 13,120 13,719 26,839
70141  HAW RIVER, TOWN OF........c.cnvun... 3 86,272 296,546 2.16% 6,203 6,405 12,608
70411  WADESBORO, TOWN OF.......0c.uvun.n.. i 35,839 965,498 0.38% 2,577 3,669 6,246
70711  VIASHINGTON,CITY OF .. v veenevnnnnnn.. 22 684,749 4,797,880 1.00% 49,233 47,979 97,212
70812 WINDSOR, TOWN OF.......c.ucuuoun.... 1 20,845 109,876 031% 1,499 341 1,840
70911  ELIZABETHTOWN, TOWN OF.............. 1 37,122 546,851 0.07% 2,669 383 3,052
71001  BRUNSWICK COUNTY. ... vvveneernrnenn.. 1 4,705 7,780,997 0.00% 338 0 338
71091  VILLAGE OF BALD HEBAD ISLAND......... 2 47,691 375,484 0.22% 3,429 826 4,255
7101 BUNCOMBE COUNTY........cveureenennn. 1 31,086 30,428,831 0.00% . 2,235 0 2,235
71120 WEST BUNCOMBE FIRE DEPARTMENT....... 4 120,833 120,833 6.14% 8,688 7419 16,107
71121  ASHEVILLE, CITY OF ... vvuvunnnnnn... 163 6,045,872 21,435,209 2.19% 434,698 469,431 904,129
71138 SKYLAND VOLUNTEER FIRE DEPARTMENT 15 388,590 394,525 4.35% 27,940 17,162 45,102
71141 YEAVERVILLE, TOWN OF................ 9 249,796 775,406 1.88% 17,960 14,578 32,538
71151  BLACK MOUNTAIN, TOWN OF............. 8 192,210 947,104 1.66% 13,820 15,722 29,542
71211 VALDESE, TOWN OF...........c0uuu.... 9 222,540 1,509,572 0.85% 16,00t 12,831 28,832
71231 MORGANTON, CITY OF...vovvevnnnnn.... 1 37,445 5,269,517 0.04% 2,692 2,108 4,800
71311  CONCORD, CITY OF.....0ovvuunrnun.... 105 3,154,877 14,369,069 1.48% 226,836 212,662 439,498
71331 KANNAPOLIS, TOWN OF................. 4 153,752 2,089,910 0.66% 11,055 13,793 24,848
71411  GRANITE FALLS, TOWN OF.............. 6 164,044 898,032 1.55% 11,795 13,919 25,714
71451  CITY OF LENIOR. ... .0ocuvennnnnnnnnn.. 58 1,447,752 4,112,329 2.63% 104,093 108,154 212,247
71611 MOREHEAD CITY, TOWN OF.............. 13 395,510 1,979,621 1.62% 28,437 32,070 60,507
71621  NEWPORT, TOWN OF . .....evvuucnrnn.. .. 1 25,398 329,644 0.60% 1,862 1,978 3,840
71631 BEAUFORT, TOWN OF...........u.uu.... ] 235,538 837,533 1.80% 16,935 15,076 32,011
71651 EMERALD ISLE, TOWN OF............... 11 293,718 827,884 1.84% 21,118 15,233 36,351
71811  HICKORY, CITY OF......cccuvuunun.... 108 3,174,773 12,754,381 1.81% 228,266 230,854 459,120
71821 CLAREMONT, TOWN OF......0veereun.... 1 28,379 237,121 1.27% 2,040 3,011 5,051
71831 MAIDEN, TOWN OF..........covuuuunn.. I 21,433 734,810 0.05% 1,541 367 1,908
71841 LONG VIEW, TOWN OF...... Cesetteaaa 4 87,750 560,989 1.00% 6,309 5,610 11,919
71851 CONOVER, TOWN OF............c....... 5 115,079 1,196,045 0.51% 8,214 6,100 14,374
71871 NEWTON, TOWN OF......... Chreeearaea 10 294,066 3,106,899 0.72% 21,143 22,370 43,513
71901  CHATHAM COUNTY......'oivnunrennnn.... 1 29,926 6,871,095 0.01% 2,152 687 2,839




Local

72001
721 1
72311
72321
72411
72511
72531
72601
72602
72611
72612
72618
72620
72631
72701
72801
72811
72821
72851
72911
72931
73201
73202
73208
73211
73311
73321
73323
73401
73411
73421
73431
73442

North Carolina Local Governmental Employees Retirement System
Cost to Individual Units of Housc Bill 1034

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

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

NEY BERN, CITY OF
HAVELOCK, CITY OF
CUMBERLAND COUNTY..............0.....
WESTAREA VOLUNTEER FIRE DEPARTMENT. .
FAYETTEVILLE, CITY OF.......v.00....
LAFAYETTE VILLAGE FIRE DEPARTMENT. ..
BONNIE DOONE FIRE DISTRICT..

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

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

-----

HOPE MILLS, TOWN OF
CURRITUCK COUNTY
DARE COUNTY

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

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

THOMASVILLE, CITY OF
LEXINGTON, CITY OF
DURHAM COUNTY

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

----------------

ROCKY MOUNT-WILSON AIRPORT AUTHORITY
FORSYTH COUNTY

KERNERSVLILLE, TOWN OF
RURAL HALL, TOWN OF

-----------------

No.
Firefighters

1
8
40
6
1
31

Firefighter
Payroll

25,640
240,698
1,280,120
167,365
251,537
993,045
67,664
13,174
75,199
5,340,623
326,885
437,504
55,738
129,063
37,253
96,423
253,331
528,127
35,615
1,341,407
1,533,433
118,318
298,906
58,734
8,171,229
637,294
3,692,041
39,769
18,195
7,663,998
953,087
44,604
165,810

p‘

Tota{
Payroll

3,168,169
1,284,005
6,177,203
2,186,433
1,021,017
6,820,584
1,440,290

48,395,457

116,764
19,655,233
326,885
440376
62,763
1,154,731
3,095,123

12,972,981
2,103,563
2,349,793

324,868
4,410,353
8,034,253

36,274,073

317,580

88,569

42,964,199
3,781,308

16,720,612

165,330

43,405,961

52,783,181
2,894,972

292,910

186,970

Incr. AL,
Ralte (%)

0.01%
1.20%
1.71%
0.52%
1.53%
0.99%
0.42%
0.00%
1.71%
2.03%
6.29%
7.55%
3.94%
0.16%
0.06%
0.04%
0.75%
1.20%
0.43%
2.52%
1.68%
0.02%
4,54%
1.32%
1.28%
1.28%
1.75%
0.73%
0.00%
1.01%
2.08%
0.49%
4.88%

Additional Cost

Normal AL, Total
1,844 317 2,161
17,306 15,408 32,714
92,041 105,630 197,671
12,034 12,409 24,443
18,086 15,622 33,708
71,400 67,524 138,924
4,865 6,049 10,914
947 0 947
5,407 1,997 7,404
383,991 399,001 782,992
23,503 20,561 44,064
31,457 33,248 64,705
4,008 2,473 6,481
9,280 1,848 11,128
2,678 1,857 4,535
6,933 5,189 12,122
18,214 15,777 33,991
37,972 28,198 66,170
2,561 1,397 3,958
96,447 111,141 207,588
110,254 134,975 245,229
8,507 7,255 15,762
21,491 14,418 35,909
4223 1,169 5,39
587,511 549,942 1,137,453
45,821 48,401 94,222
265,458 292,611 558,069
2,859 1,207 4,066
1,308 0 1,308
551,041 533,110 1,084,151
68,527 60,215 128,742
3,207 1,435 4,642
11,922 9,124 21,046
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North Carolina Local Governmental Employees Retirement System
Cost to Individual Units of House Bill 1034

Local

No, Firefighter Total Incr. A.L. Additional Cost
No. Name Firefighters Payroll Payroll Rate (%5) Nomal A.L. Total
73521 LOUISBURG, TOWN OF.................. 5 156,567 1,132,268 1.18% 11,257 13,361 24,618
73601 GASTON COUNTY....................... 1 26,135 25,188,645 0.01% 1,879 2,519 4,398
73611 GASTONIA, CITY OF................... 122 4,121,627 21,943,725 1.39% 296,345 305,018 601,363
73621 BELMONT, CITY OF.................... 6 158,571 1,082,860 0.90% 11,401 9,746 21,147
73641 CHERRYVILLE, CITY OF................ 6 172,842 1,248,300 0.88% 12,427 10,985 23,412
73691 MT. HOLLY, CITY OF.................. 4 113,168 1,368,078 0.54% 8,137 7,388 15,525
73911 OXFORD, CITY OF..................... 6 145,494 1,458,002 . 0.58% 10,461 8,456 18,917
74101  GUILFORD, COUNTY OF ... i i eiiiinnnn.. 1 32,284 69,904,527 0.00% 2,321 0 2,321
74102 GUIL-RAND FIRE DEPARTMENT.....,..... 20 518,051 554,710 6.14% 37,248 34,059 71,307
74107 GUILFORD COLL. COMM. VOL. FIRE ASSOC 1 352,993 394,704 6.42% 25,380 25,340 50,720
74108 PINECROFT-SEDGEFIELD FIRE DISTRICT.. 1 338,306 343,264 8.51% 24,324 29,212 53,536
74109 ALAMANCE COMMUNITY FIRE DIST. INC. .. 4 115871 115,871 8.91% 8,331 10,324 18,655
74110 DEEP RIVER FIRE DEPARTMENT.......... I 31,554 31,554 9.80% 2,269 3,092 5,361
74111 GREENSBORO, CITY OF................. 361 13,637,950 62,862,741 1.69% 980,569 1,062,380 2,042,949
74118 GUILFORD FIRE DISTRICT.............. 8 123,848 162,031 1.37% 8,905 2,220 11,125
74121 HIGH POINT, CITY OF................. 176 5,778,494 31,369,849 1.31% 415,474 410,945 826,419
74131 JAMESTOWN, TOWN OF............. ..... 1 44,808 735,729, 0.52% 3,222 3,826 7,048
74151 GIBSONVILLE, TOWN OF . e iveiiinnnnn... 1 34,442 576,130 0.04% 2,476 230 2,706
74168 COLFAX VOLUNTEER FIRE DEPARTMENT. ... 5 146,380 154,042 5.36% 10,525 8,257 18,782
74172 SUMMERFIELD FIRE DISTRICT........... 4 109,524 109,524 5.77% 1,875 6,320 14,195
74182 MOUNT HOPE FIRE DEPARTMENT.......... 1 23,643 23,643 9.44% 1,700 2,232 3,932
74221 ROANOKE RAPIDS, CITY OF............. 27 808,831 2,903,853 2.00% 58,155 58,077 116,232
74231 WELDON, TOWN OF..................... 6 110,961 385,733 0.37% 7,978 1,427 9,405
74301 HARNETT COUNTY...................... 2 49,296 10,102,084 0.03% 3,544 3,031 6,575
74311 DUNN, TOWN OF....................... 2 62,480 1,731,682 0.19% 4,492 3,290 7,782
74321 LILLINGTON, TOWN OF................. 1 25,260 398,701 0.46% 1,816 1,834 3,650
74411 WAYNESVILLE, TOWN OF................ 7 222,659 2,366,601 0.64% 16,009 15,146 31,155
74431 CANTON, TOWN OF..................... 5 122,386 1,416,998 0.65% 8,800 9,210 18,010
74501 HENDERSON COUNTY.................... 2 57,102 11,601,896 0.02% 4,106 2,320 6,426
74511 HENDERSONVILLE, CITY OF............. 16 509,619 1,792,636 2.59% 36,642 46,429 83,071
74532 BLUE RIDGE FIRE DEPARTMENT.......... 6 160,826 173,355 3.72% 11,563 6,449 18,012
74541 FLETCHER, TOWN OF............... ; { 4,121 291,133 0.09% 296 262 558
74611 ANOSKIE, TOWN OF............... . 5 129,254 880,005 1.22% 9,293 10,736 029

= . . .




North Carolina Local Governmental Employees Retirement System
Cost to Individual Units of House Bill 1034

Local No. Firefighter Total Incr. AL Additional Cost

No. Name Firefighters Payroll Payroll Rate (%) Normal AL Total
74711  RAEFORD, TOWN OF...... [ 1 33,404 865,138 0.32% 2,402 2,768 5,170
74301  IREDELL COUNTY..........000eononnn.. 1 22,212 12,749,037 0.00% 1,597 0 1,597
74911 STATESVILLE, CITY OF................ 54 1,634,561 7,408,551 1.43% 117,525 105,942 223,467
74921 MOORESVILLE, CITY OF..........0..... 13 435,757 3,035,470 1.32% 31,331 40,068 71,399
75111 SMITHFIELD, TOWN OF................. 4 147,294 2,550,404 0.23% 10,590 5,866 16,456
75141  BENSON, TOWN OF..........000nuunon... { 18,560 794,109 0.01% 1,334 79 1413
75311  SANFORD, CITY OF.......... e 43 1,375,261 5,672,680 1.83% 98,881 103,810 202,691
75411  KINSTON, CITY OF....'ovenunnonnonn.. 56 1,629,674 8,199,516 1.34% 117,174 109,874 227,048
75511 LINCOLNTON, CITY OF................. 16 544,635 2,949,300 1.84% 39,159 54,267 93,426
75611 FRANKLIN, TOWN OF................... 1 4,065 732,859 0.00% 292 0 292
75711 MARS HILL,TOWN OF......ccuuoonnnn... 1 21,218 231,142 0.26% 1,526 601 2,127
75721 MARSHALL, TOWN OF....... Cerrer e 1 20,944 82,200 1.26% 1,506 1,036 2,542
75811 WILLIAMSTON, CITY OF................ 16 342,555 1,142,504 2.19% 24,630 25,021 49,651
75851 ROBERSONVILLE, TOWN OF,............. 1 30,849 508,511 0.32% 2,218 1,627 3,845
75908 PLEASANT GARDEN FIRE DEPARTMENT..... 2 50,801 50,801 6.00% 3,653 3,048 6,701
75911 MARION, TOWN OF..................... : 4 121,217 1,193,041 0.96% 8,716 11,453 20,169
76011  CHMARLOTYE, CITY OF........ccvnuurn.. 12 409,323 80,029,301 0.04% 29430 32,012 61,442
76031 MINT HILL, TOVIN OF.................. 2 64,248 365,44‘1 1.26% 4,619 4,605 9,224
76301 MOORE COUNTY.......'uevunennnnnnn... 2 54,339 9,189,847 0.03% 3,907 2,757 6,664
76311 SOUTHERN PINES, TOWN OF............. 14 344,814 2,171,185 1.21% 24,792 26,271 51,063
76331 RBERDEEN, TOWN OF......c.00ueunnn.... 4 109,570 755,463 0.93% 7,878 7,026 14,904
76351 PINEHURST, VILLAGE OF............... 26 540,273 1,852,744 1.74% 38,846 32,238 71,084
76361 PINEBLUFF, TOWN OF.................. 1 14,894 117,028 0.06% 1,071 70 1,141
76421 NASHVILLE, TOWN OF.................. 2 36,175 638,845 0.08% 2,601 Su 3,112
76501 NEW HANOVER COUNTY.................. 3 31,098 21,105,626 0.00% 2,236 0 2,236
76502 NEW HANOVER AIRPORT AUTHORITY....... 7 176,174 490,453 1.83% 12,667 8,975 21,642
76511 WRIGHTSVILLE BEACH, TOWN OF......... 10 290,371 1,441,400 0.97% 20,878 13,982 34,860
76531 WILMINGTON, CITY OF................. 124 3,711,544 14,355,965 1.74% 266,860 249,794 516,654
76711  JACKSONVILLE, CITY OF............... 60 1,875,784 7,671,102 1.80% 134,869 138,188 273,057
76801 ORANGE COUNTY....,.......0vunvnnn... | 30,100 15,688,842 0.00% 2,164 0 2,164
76811 CHAPEL HILL, TOWN OF................ 49 1,817,650 11,692,679 1.04% 130,689 121,604 252,293
76821 CARRBORO, TOWN OF................... 19 487,734 . 2,528,686 1.12% 35,068 28,321 63,389
77011 ELIZABETH CITY................ Ceeaen 3l 984,439 3,945,123 1.86% 70,781 73,379 144,160
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Local

77101
7711
77311
77401
77411
77511
77601
77611
77621
77711
71721
77731
77811
77821
77851
77911
77951
78011
78111
78121
78141
78201
78211
78311
78411
78601
78631
78641
79011
79101
79111
79201
79202

North Carolina Local Governmental Employees Retirement System
Cost to Individual Units of House Bill 1034

No.

Name Firefighters
PENDER COUNTY.......................
BURGAW, TOWN OF..................... 1
ROXBORO, CITY OF.................... 13
PITT COUNTY .\ ovvnnnannn s, )
GREENVILLE, CITY OF................. 108
TRYOM, TOWN OF...................... 1
RANDOLPH COUNTY..................... 1
ASHEBORO, CITY OF................... 38
RANDLEMAN, CITY OF.................. 10
ROCKINGHAM, CITY OF..,............... 16
HAMLET, CITY OF..................... 8
ELLERBE, TOWN OF.................... 1
LUMBERTON, CITY OF.......... e 49
FATRMONT, TOWN OF................... 1
PEMBROKE, TOWN OF................... 1
REIDSVILLE, TOWN OF................. 29
EDEN, CITY OF..........cououuon..... 16
SALISBURY, CITY OF.................. 59
FOREST CITY....oouvuuunennnn.. ... ... 8
SPINDALE, TOWN OF.............. . 3
RUTHERFORDTON, TOWN OF.............. 5
SAMPSON COUNTY................ ... .. i
CLINTON, CITY OF.................... 3
LAURINBURG, CITY OF................. 4
ALBEMARLE, CITY OF..,............... 41
SURRY COUNTY........................ 2
MOUNT AIRY, TOWN OF................. 16
ELKIN, TOWN OF...... e, 3
MONROE, CITY OF..................... 5
VANCE COUNTY........... e 9
HENDERSON, CITY OF.................. 31
WAKE COUNTY...... e 8
HOLLY SPRINGS, TOWN OF.............. 4

Firefighter
Payroll

23,359
31,579
337,002
58,152
3,714,276
29,626
21,864
1,065,325
233,445
403,918
174,852
25,114
1,413,999
36,488
24,799
679,315
472,614
1,835,095
281,487
90,546
98,655
26,329
84,792
132,081
1,075,093
48,142
465,068
77,918
168,908
204,138
860,510
166,949
106,255

Total
Payroll

4,425,346
444,336
2,037,255
22,688,785
12,704,320
580,916
9,353,498
4,914,947
741,185
2,396,522
1,250,874
96,220
5,498,692
454,413
405,047
2,878,654
3,417,839
8,996,324
2,034,464
595,668
430,229
6,809,721
2,001,037
3,108,634
5,283,580
10,321,926
3,184,002
840,951
5,650,093
5,225,967
3,828,936
72,163,952
1,436,333

Incr. A.L.
Rate (%)

0.03%
0.24%
0.97%
0.01%
2.28%
0.58%
0.00%
1.58%
1.51%
1.30%
0.79%
2.5%%
2.05%
0.75%
0.67%
1.32%
1.07%
1.57%
1.10%
0.86%
1.23%
0.00%
0.27%
031%
1.58%
0.02%
0.85%
0.85%
0.16%
0.05%
1.52%
0.01%
0.29%

Additional Cost
Normat AL, Total
1,680 1,328 3,008
2,271 1,066 3,337
24,230 19,761 43,991
4,181 2,269 6,450
267,056 289,658 556,714
2,130 3,369 5,499
1,572 0 1,572
76,597 77,656 154,253
16,785 11,192 27,977
29,042 31,155 60,197
12,572 9,882 22,454
1,806 2,492 4,298
101,667 112,723 214,390
2,623 3,408 6,031
1,783 2,714 4,497
48,843 37,998 86,841
33,981 36,571 70,552
131,943 141,242 273,185
20,239 22,379 42,618
6,510 5,123 11,633
7,093 5,292 12,385
1,893 0 1,893
6,097 5,403 11,500
9,497 9,637 19,134
77,299 83,481 160,780
3,461 2,064 5,525
33,438 27,064 60,502
5,602 7,148 12,750
12,144 9,040 21,184
14,678 2,613 17,291
61,871 58,200 120,071
12,004 1,216 19,220
7,640 4,165
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Local

79208
7921)
79212
79218
79221
79241
79252
79511
79521
79601
79611
79621
79701
79711
79811

North Carolina Local Govemmental Employees Retirement System
Cost to Individual Units of House Bill 1034

No.

Name Firefighters

BAYLEAF FIRE DEPARTMENT............. 7
RALELIGH, CITY OF...iveeernrrennnnn. 382
DURHAM HIGHWAY FIRE PROTECTION AGENC 7
RALEIGH~DURHAM AIRPORT AUTHORITY.... {8
CARY, TOWN OF ... ..(.0iternueernnnees 108
ZEBULON, TOWN OF........0cvunuennn, 3
GBRNER FIRE DEPARTMENT.............. 12
BOONE, TOWN OF......civuenenenrnenns 4
BLOWING ROCK, TOWN OF.....,......... 1
WAYNE COUNTY.......iiinvnnrenes .o 1
GOLDSBORO, CITY OF.....'evvueveenenn 80
MOUNT OLIVE, TOWN OF....... e e 1
WILKES COUNTY.............. Preseanae 1
NORTH WILKESBORO, TOWN OF........... 3
WILSON, CITY OF..uvrvenermerrnensnns 75
4,421

Firefighter
Payroll

161,226
13,950,245
153,460
671,917
3,780,829
78,153
338,209
145,653
24,721
25,065
2,147,268
21,531
30,452
83,628
2,628,248

140,343,648

Total
Payroll

170,608
62,308,992
153,460
4,739,679
15,788,989
869,079
346,840
2,364,558
724,482
12,347,390
8,116,475
636,385
7,463,601
978,043
14,336,513

1,286,296,624

Incr, A.L.

Rate (%)

5.45%
1.71%
2.89%
1.22%
1.64%
0.28%
4.74%
0.38%
0.11%
0.01%
1.84%
0.08%
0.00%
0.54%
1.46%

Additional Cost

Normal AL. Total
11,592 9,298 20,390
1,003,023 1,065,484 2,068,507
11,034 4,435 15,469
48,311 57,824 106,135
271,842 258,939 530,781
5619 2,433 8,052
24,317 16,440 40,757
10,472 8,985 19,457
1,777 797 2,574
1,802 1,235 3,037
154,389 149,343 303,732
1,548 509 2,057
2,189 0 2,189
6,013 5,281 11,294
188,971 209,313 398,284
10,090,707 10,134,306 20,225,013
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MEMORANDUM

TO: Representative Richard Moore

FROM: Stanley Moor? N—

Fiscal Research Division
DATE: April 29, 1999
SUBJECT: Actuarial Note on PCS for House Bill 1034

%e: Defines a “Professional Firefighter” in the Local Governmental Employees’
etirement System and provides an accrual rate of 2.5% for each year of service as a
firemen and provides for unreduced retirement after with 25 years of service as a
professional firefighter or at age 55 with five years of service as a professional

firefighter.

In accordance with North Carolina General Statute 120-114 and applicable Rules of the
North Carolina Senate and House of Representatives, attached is a certified copy of an
original actuarial note on the above subject as prepared by the General Assembly’s
Consulting Actuary. A certified copy of an original actuarial note on the same subject from
the Plan Adminisirator’s Consulting Actuary is also attached for your review.

cc: Representative Michaux; Chairman, House Committee on Pensions & Retirement
House Principal Clerk
Attachment(s):
(1) Legislative Actuarial Note
) Actuarial Note, Buck Consultants, April 26, 1999
‘) Actuarial Note, Hartman & Associates, April 26, 1999

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER



NORTH CAROLINA GENERAL ASSEMBLY -
LEGISLATIVE ACTUARIAL NOTE

‘ BILL NUMBER: Proposed Committee Substitute for House Bill 1034
SHORT TITLE: Professional Firefighters’ Retirement

SPONSOR(S): Representative Moore

SYSTEM OR PROGRAM AFFECTED: Local Governmental Employees’ Retirement System

FUNDS AFFECTED: Local Government Funds

BILL SUMMARY: Defines a “Professional Firefighter” in the Local Governmental Employees’
Retirement System and provides an accrual rate of 2.5% for each year of service as a professional
firefighter and provides for unreduced retirement after 25 years of service regardless of age or at age 55 with

five years of service as a professional firefighter.
EFFECTIVE DATE: July 1, 1999
ESTIMATED IMPACT ON LOCAL GOVERNMENTS:

Retirement System Actuary: Buck Consultants estimates the normal cost will increase from 4.80% of
payroll to 11.99% for a net increase of 7.19% of the payroll of firefighters. Buck Consultants estimates an

‘increase in the unfunded accrued liability of $163,616,000 and the annual cost to pay the unfunded accrued
liability over a 15 year liquidation period will be $14,075,000 which is expressed as a percent of the total

payroll of all employees within each employer.

1999-2000 2000-01 2001-02 2002-03 '2003-04
Normal Cost Increase $10,090,708 $10,716,332  $11,380,745 $12,086,351 $12,835,705
Accrued Liability $14,075,000 $14,947,650  $15,874,404 $16,858,617  $17,903,852

Total Local Funds $24,165,708  $25,663,982  $27,255,149 $28,944,968  $30,739,5565

General Assembly Actuary: Hartman & Associates, LLC estimates the normal cost will increase from
4.80% of payroll to 10% for a net increase of 5.20% of the payroll of firefighters. They also estimates an
increase in the unfunded accrued liability of $169,790,000 and the annual cost to pay the unfunded accrued
liability over a 15 year liquidation period will be $15,409,733 which is expressed as 10.98% of the payroll

for firefighters.

1999-2000 2000-01 2001-02 2002-03 2003-04
Normal Cost Increase  $ 7,297,870  § 7,750,338  § 8,230,859 $ 8,741,172  § 9,283,124
Accrued Liability $15,409,733  $16,365,136  $17,379,774 $18,457,320  $19,601,674

Total Local Funds $22,707,602  $24,115,474  $25,610,633 $27,198,492  $28,884,799

ASSUMPTIONS AND METHODOLOGY: Local Governmental Employees' Retirement System:

.]‘ he cost estimates of the System's Actuary are based on the employee data, actuarial assumptions and
actuarial methods used to prepare the December 31, 1997 actuarial valuation of the fund. The data included
106,802 active members with an annual payroll of $2.743 billion and 25,456 retired members in receipt of
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annual pensions totaling $261.2 million. Significant actuarial assumptions used include (a) an investment
return rate of 7.25%, (b) salary increase rate of 6.25%, (c) the 1979 George B. Buck Mortality Tables for
deaths in service and after retirement and (d) rates of separation from active service based on System

‘experience. The actuarial cost method used was the projected benefit method with aggregate level normal
cost and frozen accrued liability. Detailed information concerning these assumptions and methods is shown

in the actuary's report, which is available upon request from Stanley Moore

The above cost estimates are based on 4,421 employees with an estimated salary base of $140,343,648
projected at the average annual increase in compensation base of 6.2% for the Local System over the

next five years.

SOURCES OF DATA: Retirement System Actuary - Buck Consultant, Inc.
General Assembly Actuary - Hartman & Associates, LLC

FISCAL RESEARCH DIVISION: The above information is provided in accordance with North Carolina
General Statute 120-114 and applicable Rules of the North Carolina Senate and House of Representatives.
PREPARED BY: Stanley MooreS

APPROVED BY: Tom Covington W

‘DATE:Tuesday, April 27,1999

(919) 733-4910 ), M



BUCK
CONSULTANTS

200 Galteria Parkway. NW.  Suite 1200
Atlanta, Georgia 30339-5935

April 26, 1999

Mr. Jack Pruitt

Deputy Treasurer and Director
Retirement Systems Division
Department of State Treasurer

325 North Salisbury Street

Raleigh, North Carolina 27603-1385

Proposed Committee Substitute for House Bill 1034

Dear Mr. Pruitt;

We have received your letter of April 23 regarding Proposed Committee Substitute for
House Bill 1034 which affects the Local Governmental Employees’ Retirement System.

This legislation appears to create a definition for a “professional firefighter” The
legislation further provides that members who are professional firefighters shall be entitled
to (i) unreduced service retirement benefits after 25 years of creditable service, at any age,
provided that the five years of creditable service prior to retirement are as a professional
firefighter and (ii) reduced early retirement benefits at age 50 with 15 years of creditable
service as a professional firefighter, calculated by using a reduction of 1/3 of 1% for each
month under age 55, or a reduction of 5% times the difference between 25 years and the
members’ creditable service at retirement, whichever produces the greater benefit. The
legislation also appears to provide vested deferred retirement benefits (i) on an unreduced
service basis for members attaining age 55 if the member had five years of creditable
service as a professional firefighter, and (if) on a reduced early service basis for a member
attaining age 50 if the member had 15 years of creditable service as a professional

firefighter.

This legislation further appears to provide retirement benefits for members retiring on and
after July 1, 1999 equal to 1.77% of average final compensation multiplied by the number
of years of creditable service other than as a professional firefighter plus 2.50% of average
final compensation multiplied by the number of years of creditable service as a professional

firefighter.

The changes appear to provide professional firefighters with the same retirement structure
as law enforcement officers with the added provisions for an unreduced service retirement
allowance after 25 years of creditable service, and an annual formula accrual rate of 2.50%

for service as a professional firefighter.

Buck Consultants. Inc.
770]955-2488 Fax 770|933-8336



Mr. Jack Pruitt
April 26, 1999
Page 2

We have determined that the employers’ normal contribution rate for firemen members
under this legislation would be 11.99% of covered payroll. The increase from the current
employer normal rate of 4.80% would be 7.19%, which would require additional annual
normal contributions in perpetuity of approximately $10,091,000. The additional
unfunded accrued liability created on account of this legislation is $163,616,000, which
would require additional accrued liability contributions of approximately $14,075,000
based on 15 year amortization of the additional unfunded accrued liability. The combined
annual additional normal and accrued Liability contributions required by the employer is
approximately $24,166,000. The attached table shows the estimated annual cost of the
additional benefits for employers with firemen and the increase in the accrued liability rate
which would be applied to the payroll of all members of each employer.

If we can be of further assistance with regard to this legislation, please do not hesitate to
contact us.

Sincerely,

Wy

Edward A. Macdonald
Principal and Consulting Actuary

Enclosure

Blé%ﬂSUIIANTS



HARTMAN & ASSOCIATES, LLC
ACTUARIAL CONSULTING

.RK V. HARTMAN, FSA, MAAA, MCA, EA

Phone: (336) 7314038 668 Link Road
Fax:  (336) 731-2583 ' Lexington, NC 27295

April 26, 1999

Mr. Stanley Moore

Fiscal Research Division

North Carolina General Assembly
300 N. Salisbury Street
Raleigh, NC 27603-5925

Re: House Bill 1034: An Act to Define a Professional
Firefighters’ Benefit Accrual Rate for Members and
Beneficiaries of the LGERS

Dear Mr. Moore:

This bill would amend G.S. 128-21 by adding a new subdivision to

‘ define a ’'professional firefighter’ as a full-time, paid employee
of a certified fire department who is actively serving to
prevent, detect, and suppress fire.

This bill would also amend G.S. 128-24 and G.S. 128-27 to revise
the amount of retirement allowance and the service requirements
to receive the retirement allowance for professional
firefighters. Under this bill, the annual accrual rate would
increase from 1.77% to 2.50% for each year of service as a
professional firefighter. The bill also provides that a member
may retire as a professional firefighter with an unreduced
allowance after completion of 25 years of creditable service, if
the last five years are as a professional firefighter, or upon
attainment of age 55 and completion of 5 years of creditable
service. ‘

This bill becomes effective July 1, 1999 and applies to members
retiring on or after that date. The provisions of this bill will
increase benefits for both past and future service, and this will
increase both the employer’s normal contribution rate and the
accrued liability contribution. The estimated cost for the
fiscal year beginning July 1, 1999, expressed as a percentage of
payroll for professional firemen, is an increase in the normal
rate of 5.20% and an increase in the accrued liability rate of
10.98%. This corresponds to a total increase in the unfunded

‘ accrued liability of approximately $169,790,000 liquidated over a
fifteen year period.



Mr. Stanley Moore Page 2
April 26, 1999

These cost estimates are based on the most recent actuarial
valuation as December 31, 1997 and data provided by you on
members meeting the definition of professional firefighter. This
data includes 4,421 persons with a total estimated payroll of
$140.3 million. These calculations assume that all prior service
included in this data was as a professional firefighter.

If you have any questions, let me know.

Sincerely,

Mad Ui

Mark V. Hartman, FSA, MAAA, MCA, EA
Consulting Actuary

MVH/mot
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1999 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative(s) Michaux for the Committee on PENSIONS AND RETIREMENT.

[_] Committee Substitute for

H.B. 1035 A BILL TO BE ENTITLED AN ACT TO REVISE THE CALCULATION OF
THE EARLY RETIREMENT ALLOWANCE FOR MEMBERS OF THE TEACHERS'
AND STATE EMPLOYEES' RETIREMENT SYSTEM.

[} With a favorable report.

(] With a favorable report and recommendation that the bill be re-referred to the Committee on
Appropriations [_}Finance [] 1

[[] With a favorable report, as amended.

[] With a favorable report, as amended, and recommendation that the bill be re-referred to the
Committee on Appropriations[_] Finance ] ]

[] With a favorable report as to committee substitute bill (# ), [_] which changes the title,
unfavorable as to (original bill) (Committee Substitute Bill # ), (and recommendation
that the committee substitute bill # ) be re-referred to the Committee on )

[[] With a favorable report as to House committee substitute bill (# ), [] which changes
the title, unfavorable as to Senate committee substitute bill.

[] With an unfavorable report.

[C] With recommendation that the House concur.

[] With recommendation that the House do not concur.

[] With recommendation that the House do not concur; request conferees.

(] With recommendation that the House concur; committee believes bill to be material.

[] With an unfavorable report, with a Minority Report attached.

B Without prejudiceuct rrtorermenctoMe s oy o toie Ko ha - Arfihred £ e
Comenuilia tn Copptagphiablcia,

[[] With an indefinite postponement report.
[] With an indefinite postponement report, with a Minority Report attached.

(] With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
2/24/99



HOUSE BILL 1035:
Early Retirement Amendment.

BILL ANALYSIS

Committee: House Pensions & Retirement Introduced by: Rep. Moore

Date: May 19, 1999 Summary by: Karen Cochrane Brown
Version: Ist Edition Committee Counsel
SUMMARY:

House Bill 1035 amends the law governing the Teachers’ and State Employees’ Retirement System to
reduce the reduction factor used to calculate early retirement allowances.

CURRENT LAW:

Under current law, a member of the Teachers’ and State Employees’ Retirement Systefn can retire at any
age between 50 and 60, with at least 20 years of service. However, the benefit the member would have
received is reduced by 5% for each year of service less than 30, which the member has obtained. Thus, a
member who 1s age 52 with 28 years of service can receive a benefit that is 10% less than the benefit

would have been if there were no reduction.

A member can only retire with full benefits if the member has 30 years of service, at any age, or the
member is at least age 60 with 25 years of service or age 65 with 5 years of service.

BILL ANALYSIS:

This bill changes the reduction factor from 5% to 3%. The bill would apply to all members who retire on
or after July 1, 1999, and would not affect the benefits of current retirees. This bill also does not affect
the accrual rate, which is currently 1.80%, or any other element of the retirement allowance calculation.

This act would become effective July 1, 1999.
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 1999

HOUSE BILL 1035

~ Short Title: Early Retirement Amendment. (Public)

Sponsors: Representatives Moore; Barefoot, Mosley, and Yongue.

Referred to: Pensions and Retirement.

April 14, 1999

1 A BILL TO BE ENTITLED

2 AN ACT TO REVISE THE CALCULATION OF THE EARLY RETIREMENT

3 ALLOWANCE FOR MEMBERS OF THE TEACHERS’ AND STATE

4 EMPLOYEES’ RETIREMENT SYSTEM.

5 The General Assembly of North Carolina enacts:

6 Section 1. G.S. 135-5(b17) reads as rewritten:

7  "(b17) Service Retirement Allowance of Members Retiring on or After Jwly—3;

8 1, 1997, but Befor ly 1, 1 -- Upon retirement from service in

9 accordance with subsection (a) or (al) above, on or after July 1, 1997, but before July
10 1, 1999, a member shall receive the following service retirement allowance.
11 (1) A member who is a law enforcement officer or an eligible former
12 law enforcement officer shall receive a service retirement
13 allowance computed as follows:
14 a. If the member’s service retirement date occurs on or after
15 his 55th birthday, and completion of five years of creditable
16 service as a law enforcement officer, or after the completion
17 of 30 years of creditable service, the allowance shall be
18 equal to one and eighty hundredths percent (1.80%) of his
19 average final compensation, multiplied by the number of
20 years of his creditable service.
21 b If the member’s service retirement date occurs on or after
22 his 50th birthday and before his 55th birthday with 15 or
23 more years of creditable service as a law enforcement officer
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2

and prior to the completion of 30 years of creditable service,
his retirement allowance shall be equal to the greater of:
1. The service retirement allowance payable under G.S.
"~ 135-5(b17)(1)a. reduced by one-third of one percent
(1/3 of 1%) thereof for each month by which his
retirement date precedes the first day of the month
coincident with or next following the month the
member would have attained his 55th birthday; or
2. The service retirement allowance as computed under
G.S. 135-5(b17)(1)a. reduced by five percent (5%)
times the difference between 30 years and his
creditable service at retirement.

A member who is not a law enforcement officer or an eligible
former law enforcement officer shall receive a service retirement
allowance computed as follows:

a.

If the member’s service retirement date occurs on or after
his 65th birthday upon the completion of five years of
membership service or after the completion of 30 years of
creditable service or on or after his 60th birthday upon the
completion of 25 years of creditable service, the allowance
shall be equal to one and eighty hundredths percent (1.80%)
of his average final compensation, multiplied by the number
of years of creditable service.
If the member’s service retirement date occurs after his 60th
birthday and before his 65th birthday and prior to his
completion of 25 years or more of creditable service, his
retirement allowance shall be computed as in G.S. 135-
5(b17)(2)a. but shall be reduced by one-quarter of one
percent (1/4 of 1%) thereof for each month by which his
retirement date precedes the first day of the month
coincident with or next following his 65th birthday.
If the member’s early service retirement date occurs on or
after his 50th birthday and before his 60th birthday and after
completion of 20 years of creditable service but prior to the
completion of 30 years of creditable service, his early service
retirement allowance shall be equal to the greater of:
1. The service retirement allowance as computed under
G.S. 135-5(b17)(2)a. but reduced by the sum of five-
twelfths of one percent (5/12 of 1%) thereof for each

month by which his retirement date precedes the first
day of the month coincident with or next following

the month the member would have attained his 60th
birthday, plus one-quarter of one percent (1/4 of 1%)
thereof for each month by which his 60th birthday

House Bill 1035

i
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precedes the first day of the month coincident with or
next following his 65th birthday; or

2. The service retirement allowance as computed under
G.S. 135-5(b17)(2)a. reduced by five percent (5%)
times the difference between 30 years and his
creditable service at retirement; or

3. If the member’s creditable service commenced prior
to July 1, 1994, the service retirement allowance
equal to the actuarial equivalent of the allowance
payable at the age of 60 years as computed in G.S.
135-5(b17)(2)b.

Notwithstanding the foregoing provisions, any member

whose creditable service commenced prior to July 1, 1963,

shall not receive less than the benefit provided by G.S. 135-

5(b)."

Section 2. G.S. 135-5 is amended by adding a new subsection to read:

"(b18) Service Retirement Allowance of Members Retiring on or After July 1,
1999, -- Upon retirement from service in accordance with subsection (a) or (al)
above, on or after July 1, 1999, a member shall receive the following service

retirement allowance,

1)

House Bill 1035

A member who is a law enforcement officer or an eligible former
law _enforcement officer shall receive a service retirement
allowance computed as follows:

a.

If the member’s service retirement date occurs on or after
his h birthday, and completion of five vears of creditabl

service as a law enforcement officer, or after the completion
f ars of creditable servi he allowance shall be
equal ne and eighty hundredths percent (1.80%) of his

average final compensation, multiplied by the number of
years of his creditable service.

If the member’ rvice retirement date urs on or_after
his h birthday and before his 55th birthday with 15 or

more vears of creditable service as a law enforcement officer
and prior to the completion of 30 years of creditable service,
his retirement allowance shall be equal to the greater of;

1, The service retirement allowance payable under G.S,

135-5(b17)(1)a, reduce ne-third of on rcen
1 f 1 hereof for h _month which hi

retirement date precedes the first day of the month
coincident with or next following the month the
member would have attained his 55th birthday: or

The service retirement allowance as computed under
135-5(b17)(1)a. reduced thre rcent (3

(g

Page 3
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times the difference between 30 vyears and ‘his
creditable service at retirement.

(2) A _member who is not a law enforcement officer or an eligible
former law_enforcement officer shall receive a service retirement
allowance computed as follows:

4

I

If the member’s service retirement date occurs on Or T
his 65th birthday upon the completion of five years of
membership service or after the completion of 30 years of

creditable service or on or after his 60th birthday upon the

completion of 25 years of creditable service, the allowance
shall be equal to one and eighty hundredths percent (1,80%)
of his average final compensation, multiplied by the number
of years of creditable service.

If the member’s service retirement date occurs after his 60th
birthdav _and before his 65th birthday and prior to his

completion of 25 vears or more of creditable service, his
retirement allowance shall be computed as in G.S. 135-
S(b17)(2)a. but shall be reduced by one-quarter of one
percent (1/4 of 1%) thereof for each month by which his
retirement date precedes the first day of the month
coincident with or next following his 65th birthday.

If the member’s early service retirement date occurs on or
r hi h birth nd before hi h birthday an r

ompletion of 2 ars of creditable service but prior to the

completion of 30 years of creditable service, his early service
retirement allowance shall be equal to the greater of:

1 The service retirement allowance as computed under
135- 2 reduc th m of five-

Ifths of on rcent (5/12 of 1 hereof for h
month which his retir nt date precedes the first

day of the month coincident with or next following
the month the member would have attained his 60th
birthday, plus one-quarter of one percent (1/4 of 1%)
thereof for each month by which his 60th birthday
precedes the first day of the month coincident with or
next following his 65th birthday; or

The service retirement allowance as computed under

135-5(b17)(2)a, reduced by thre rcen

times the difference between 30 vears and his

reditable servi retirement: or

3 If the member’s creditable service commenced prior

ly 1, 1994, the service retirement allowance
1 th ri ivalent of the allowan

g

House Bill 1035
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payable at the age of 60 years as computed in G.S,
135-5(b17)(2)b
d. Notwithstanding the foregoing provisions, any member
 whose creditable service commenced prior to July 1, 1963,
shall not receive less than the benefit provided by G.S. 135-
3(b)."

Section 3. This act becomes effective July 1, 1999.

NNV AW -
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House Bill 1035 Page S



: STATE OF NORTH CAROLINA
HeriEns DEPARTMENT OF STATE TREASURER
’ RETIREMENT SYSTEMS DIVISION
HARLAN E. BOYLES JACK W. PRUITT

TREASURER DEPUTY TREASURER
April 20, 1999

The Honorable Henry M. Michaux, Jr.
Chairman of the House Committee

on Pensions and Retirement
Suite 1325 of the State Legislative Building
Raleigh, North Carolina

Re: Actuarial Note/House Bill 1035

Dear Representative Michaux:

In accordance with North Carolina General Statute 120-114, we herewith submit a
certified copy of an actuarial note on House Bill 1035 which affects the Teachers’ and State
Employees’ Retirement System.

please let me know when you wish us to appear before your Committee with regard to this

note.

‘ Please let me know if you have any questions with regard to this actuarial note. Also,

Jack W. Pruitt
Director

JWP/dsp

Enclosure

325 NORTH SALISBURY STREET, RALEIGH, NORTH CAROLINA 27603-1385
Courier #56-20-45 Telephone (919) 733-4191 Fax (919) 508-5350
E-mail: nc_retirement@treasurer.state.nc.us Web Page http://www.treasurer.state.nc.us/Treasurer/
An Equal Opportunity/Affirmative Action Employer
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CONSULTANTS

' 200 Galleria Parkway, NW.  Suite 1200
Atanta, Georgia 30339-5945

April 20, 1999

Mr. Jack Pruitt

Deputy Treasurer and Director
Retirement Systems Division
Department of State Treasurer

325 North Salisbury Strect
Raleigh, North Carolina 27603-1388

House Bill 1035

Dear Mr. Pruitt:

We have received your letter of April 15 regarding House Bill 1035 which affects the Teachers’
and State Employees’ Retirement System.

This legislation appears to change the early retirement reduction factor from 5% to 3% for each
year a retiring member’s creditable service is less than 30 years, while leaving in place the other
ezarly retirement provisions. This bill would become law effective July 1, 1999 and would apply to

both law enforcement officers and other employees.

The attached schedule reflects these proposed changes. The results are based on the latest actuarial
valuations of the retirement systems, with the equivalent appropriation amounts based on the
estimated covered payrolls agreed to among the Legislative Fiscal Research Division, the Office of
State Budget and the Department of State Treasurer.

As a technical observation, this bill contains no funding provisions.

If we can be of further assistance with regard to this legislation, please do not hesitate to contact us.

ward A. Macdonald
Principal and Consulting Actuary
el ¢ THIS z'szoﬂuéc&mmm/x S 1S A
EAM: TRUE AND EXACT COPY OF AN
) ORIGIYAL ACTUARIAL NOTE.

Buck Consultants, Ing,
770|955-2488 Fax 770]933-8336

‘ o / —



Teachers’ and State Employees’ Retirement System

House Bill 1035

April 20, 1999
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PROPOSAL REMAINING GAINS
Equivalent Appropriations Equivatent Appropriations Byutvalent Appropristions
Cost As General Highway Cost As Genersal Highway Cost as General Righway
Proposal % of Payroll Fund Pund % of Payroll Rund Pund % of Payroll Fund Pund
3.0% Early Retirement
Reduction 0.59%




North Carolina General Assembly

&5 Legislative Services Office George R. Hall, Legislative Services Officer
. (919) 733-7044

QW. Robinson, Director  Gerry F. Cohen, Director ~ Thomas L. Covington, Director  Tony C. Goldman, Director Terrence D. Sullivan, Director

Administrative Division Bill Drafting Division Fiscal Research Division Information Systems Division  Research Division
Room §, Legislative Building Suite 401, LOB Suite 619, LOB Suite 400, LOB Suite 545, LOB
16 W. Jones Street 300 N. Salisbury St. 300 N. Salisbury St. 300 N. Salisbury St. 300 N. Salisbury St.
Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925
(919) 733-7500 (919) 733-6660 (919) 7334910 (919) 733-6834 (919) 733-2578

MEMORANDUM

TO: Representative Richard Moore

FROM: Stanley Moore S|

Fiscal Research Division
DATE: April 29, 1999
SUBJECT: Actuarial Note on House Bill 1035

q'(e: Reduces the early retirement reduction factor from 5% for each year short of 30
ears to 3% per year for each year short of 30 years. ‘
In accordance with North Carolina General Statute 120-114 and applicable Rules of the
North Carolina Senate and House of Representatives, attached is a certified copy of an
original actuarial note on the above subject as prepared by the General Assembly’s
Consulting Actuary. A certified copy of an original actuarial note on the same subject from
the Plan Administrator’s Consulting Actuary is also attached for your review.

cc: Representative Michaux; Chairman, House Committee on Pensions & Retirement
House Principal Clerk

Attachment(s):

(1) Legislative Actuarial Note

(2) Actuarial Note, Buck Consultants, April 20, 1999

3) Actuarial Note, Hartman & Associates, April 28, 1999

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER



NORTH CAROLINA GENERAL ASSEMBLY

LEGISLATIVE ACTUARIAL NOTE

BILL NUMBER: House Bill 1035

SHORT TITLE: Early Retirement Amendment

SPONSOR(S): Representative Moore

SYSTEM OR PROGRAM AFFECTED: Teachers’ and State Employees’ Retirement System
FUNDS AFFECTED: General Fund, Highway Fund and Receipt Funds

BILL SUMMARY: A member of the Retirement System can retire on early retirement between
ages 50 and 60 with service of between 20 and 30 years. The present reduction factor is 5% for each
year a member is short of 30 year. The bill reduces the early retirement reduction factor from 5% for
each year short of 30 years to 3% per year for each year short of 30 years.

EFFECTIVE DATE: July 1, 1999

ESTIMATED IMPACT ON STATE:
Retirement System Actuary: Buck Consultant estimates the cost to be .42% of payroll. The cost
estimates are based on the salary base as of July 1, 1999 projected at the average annual increase in

compensation base over the last five years of 5.3%.

FY FY FY FY FY

1999-00 2000-01 2001-02 2002-03 2003-04
General Fund $26.3m $27.7m $29.2m $30.7m $32.4m
Highway Fund $2.1m $2.2m $2.3m $2.4m $2.5m
Receipt Funds $7.1m $7.5m $7.9m $8.3m $8.7m
Total Annual Cost $35.5m $37.4m $39.4m $41.4m $43.6m

General Assembly Actuary: Hartman & Associates estimates the cost to be .44% of payroll. The
cost estimates are based on the salary base as of July 1, 1999 projected at the average annual increase
in compensation base over the last five years of 5.3%.

FY FY FY FY FY

1999-00 2000-01 2001-02 2002-03 2003-04
General Fund $27.6m $29.0m $30.6m $32.2m $33.9m
Highway Fund $2.2m $2.3m $2.4m $2.5m $2.6m
Receipt Funds $7.4m $7.8m $8.2m $8.7m $9.1m
Total Annual Cost $37.2m $39.2m $41.2m $43.4m $45.6m

ASSUMPTIONS AND METHODOLOGY: Teacher's & State Employees' Retirement System:
The cost estimates of the System's Actuary are based on the employee data, actuarial assumptions and



actuarial methods used to prepare the December 31, 1997 actuarial valuation of the fund. The data
included 271,128 active members with an annual payroll of $7.374 billion and 92,236 retired
members in receipt of annual pensions totaling $1.231 billion. Significant actuarial assumptions used
include (a) an investment return rate of 7.25%, (b) salary increase rate of 6.25%, (c) the George B.
Buck Mortality Tables for deaths in service and after retirement and (d) rates of separation from
active service based on System experience. The actuarial cost method used was the entry age normal
method with open-end unfunded accrued liability and an frozen unfunded liquidation period of nine
years. Detailed information concerning these assumptions and methods is shown in the actuary's
report, which is available upon request from Stanley Moore.

SOURCES OF DATA: Retirement System Actuary - Buck Consultant, Inc.
General Assembly Actuary - Hartman & Associates, LLC

FISCAL RESEARCH DIVISION: The above information is provided in accordance with North

Carolina General Statute 120-114 and applicable Rules of the North Carolina Senate and House of
Representatives.

(919) 733-4910 A
PREPARED BY: Stanley Moore;sq,.,f);7 s

APPROVED BY: Tom Covington W

DATE: April 29, 1999
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200 Galleria Parkway, N.\W.  Suite 1200
Atanta, Georgia 30339-5945

April 20, 1999

Mr. Jack Pruitt

Deputy Treasurer and Director
Retirement Systems Division
Department of State Treasurer

325 North Salisbury Street

Raleigh, North Carolina 27603-1388

House Bill 1035

Dear Mr. Pruitt:

We have received your letter of April 15 regarding House Bill 1035 which affects the Teachers’
and State Employees’ Retirement System.

This legislation appears to change the early retirement reduction factor from 5% to 3% for each
year a retiring member’s creditable service is less than 30 years, while leaving in place the other
early retirement provisions. This bill would become law effective Iuly 1, 1999 and would apply to

both law enforcement officers and other employees.

The attached schedule reflects these proposed changes. The results are based on the latest actuarial
valuations of the retirement systems, with the eguivalent appropriation amounts based on the
estimated covered payrolls agreed to among the Iegislative Fiscal Research Division, the Office of
State Budget and the Department of State Treasurer.

As a technical observation, this bill contains no funding provisions.

If we can be of further assistance with regard to this legislation, please do not hesitate to contact us.

Sincerely,
ward A. Macdonald
Principal and Consulting A
pal § Actuary THIS ISTOLCERTIFY THATTHIS
; TRUE EXACT X
AN o coermrasine ORIGIAL ACTUA

JC3E7 BC AT

‘
Buck Consultants, Inc, /

770|955-2488 Fax 770|933-8336




Teachers’ and State Employees’ Retirement System

House Bill 1035

GAINS PROPOSAL REMAINING GAINS
Equivatent Appropriations Equivatent Appropriations Equivalent Appropriations
Cost As General Highway Cost As Generel Highway Cost as General Highway
Proposal % of Payroll Fund Pund % of Payroll Fund Pund % of Payroll Pund Pund

April 20, 1999

PANCTBI9ADOCS\OORRIBLORS DOC

$857,000
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HARTMAN & ASSOCIATES, LLC
ACTUARIAL CONSULTING

‘MARK V. HARTMAN, F5A, MAAA, MCA, EA

Phone: (334) 7314038 668 1ink Road
Fax:  (336) 731-2583 Lexington, NC 27295

April 28, 1999

Mr. Stanley Moore

Fiscal Research Division

North Carolina General Assembly
300 N. Salisbury Street
Raleigh, NC 27603-5925

Re: House Bill 1035: An Act to Revise the Calculation of the
Early Retirement Allowance for Members of the TSERS

Dear Mr. Moore:

This bill would amend G.S. 135-5 to revise the rules for
calculating the early retirement allowance for members covered by

the Teachers’ and State Employees’ Retirement System.

completing 20 yearc of gscrvice (15 years if a law enforcement
officer) but prior to becoming eligible for an unreduced
retirement allowance, he may receive a reduced early retirement
allowance. The reduction is the lessor of 5% for each year of
service less than 30 or 1/4 of 1% [for each woulll up tv gixty that
his retirement precedes attaining age 65 plus 5/12 of 1% for each
additional month (1/3 of 1% for each month his retirement
precedes attaining age 55 for a law enforcement officer). This
bill reduces the reduction factor for service less than thirty
years from 5% to 3% per year. This act would become effective
July 1, 1999.

. Currently, if a member retires after-attaining age 50-and

The net estimated cost of this increase in the TSERS for the
fiscal year beginning July 1, 1999 is 0.44% of payroll. This
estimate is based on data from the most recent annual valuation

completed as of December 31, 1997.
If you have any questions, let me know.
Sincerely,

Mo Heoe

Mark V. Hartman, FSA, MAAA, MCA, EA

Consulting Actuary ,
IAL NOTE
' MVH/mot | ACTUARCopy of Original

y-29-91




1999 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative(s) Michaux for the Committee on PENSIONS AND RETIREMENT.

[] Committee Substitute for

H.B. .569 ABILL TO BE ENTITLED AN ACT TO ALLOW ADDITIONAL
RETOACTIVE MEMBERSHIP IN THE NORTH CAROLINA FIREMEN'S AND RESCUE
SQUAD WORKERS' PENSION FUND.

(] With a favorable report.

< With a favorable report and recommendation that the bill be re-referred to the Committee on

Appropriations [ -Firameeffr=————{f=p
[] With a favorable report, as amended.

|_:] With a favorable report, as amended, and recommendation that the bill be re-referred to the
Committee on Appropriations[_] Finance [] O

(] With a favorable report as to committee substitute bill (# ), (] which changes the title,
unfavorable as to (original bill) (Committee Substitute Bill # ), (and recommendation
that the committee substitute bill # ) be re-referred to the Committee on J)

[] With a favorable report as to House committee substitute bill (# ), [] which changes
the title, unfavorable as to Senate committee substitute bill.

[] With an unfavorable report.

[[] With recommendation that the House concur.

(] With recommendation that the House do not concur.

[C] With recommendation that the House do not concur; request conferees.

[] With recommendation that the House concur; committee believes bill to be material,
(] With an unfavorable report, with a Minority Report attached.

[} Without prejudice.

[J With an indefinite postponement report.

(] With an indefinite postponement report, with a Minority Report attached.

[J With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
2/24/99



HOUSE BILL 569:
Fire/Rescue Open Enrollment.

Committee: House Pensions & Retirement Introduced by: Rep. Redwine

Date: May 19, 1999 Summary by:  Karen Cochrane Brown
Version: 1st Edition Committee Counsel
SUMMARY:

House Bill 569 amends the law governing the North Carolina Firemen’s and Rescue Squad Workers’
Pension Fund to allow additional retroactive membership in the Fund.

CURRENT LAW:

In 1993, the General Assembly amended this law to allow anyone to join the Pension Fund who is a
current or former member of a State chartered fire department or rescue squad by making a payment to
the Annuity Savings Fund equal to the full actuarial liability of the service credit being purchased. This
provision was designed to eliminate the need for temporary open enrollment periods such as the one

proposed 1n this bill.

i BILL ANALYSIS:

. The bill provides that any person who is now eligible and a member of a State chartered fire department
or rescue squad and who has not previously elected to join the Pension Fund, may apply for membership
in the Fund on or before March 1, 2000. The person must make a lump sum payment of ten dollars per
month retroactively to the time the person first became eligible to become a member, plus interest at eight
percent for each year of retroactive payment. Any person taking advantage of this provision would be
required to make the payment no later than June 30, 2000.

BACKGROUND:

This issue was considered in 1994, by the Joint Legislative Firefighter and Rescue Worker Pension Fund
Study Commission. The Commission learned that there have been five open enrollment periods since the
Fund was created in 1959. During the last open enrollment, which ended in October 1989, 6,000 people
purchased prior service and almost 2,000 of those people purchased 20 years at age 55 and began drawing
a pension immediately. The Commission found that there were serious questions about whether all
eligible individuals received adequate notice of the opportunity to join the Fund and purchase past service
credit during the last open enrollment. The Commission also found that this is an issue that needs to be
addressed, but declined to recommend legislation at that time.

This act would become effective October 1, 1999.

 Research Division, 733-2578 -
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 1999

H 1
HOUSE BILL 569

Short Title: Fire/Rescue Open Enrollment. (Public)

Sponsors: Representatives Redwine; Hill, Gibson, Tucker, McLawhorn, Cox,

Warren, and Mosley.

Referred to: Pensions and Retirement.

March 23, 1999

A BILL TO BE ENTITLED

AN ACT TO ALLOW ADDITIONAL RETROACTIVE MEMBERSHIP IN THE

NORTH CAROLINA FIREMEN’S AND RESCUE SQUAD WORKERS’

PENSION FUND.
The General Assembly of North Carolina enacts:

Section 1. G.S. 58-86-45(a) reads as rewritten:

"(a) Any fireman or rescue squad worker who is now eligible and is a member of
a fire department or rescue squad chartered by the State of North Carolina and who
has not previously elected to become a member may make application through the
board of trustees for membership in the fund on or before March 31, $98% 2000. The
person shall make a lump sum payment of five-doHars<($5-60) ten dollars ($10.00) per
month retroactively to the time he first became eligible to become a member, plus
interest at an annual rate of. eight percent (8%), for each year of his retroactive
payments. Upon making the lump sum payment, the person shall be given credit for
all prior service in the same manner as if he had made application for membership at
the time he first became eligible. Any member who made application for membership
subsequent to the time he was first eligible and did not receive credit for prior service
may receive credit for this prior service upon lump sum payment of five—deHars
€$5-60) ten dollars ($10.00) per month retroactively to the time he first became
eligible, plus interest at an annual rate of eight percent (8%), for each year of his
retroactive payments. Upon making this lump sum payment, the date of membership
shall be the same as if he had made application for membership at the time he was
first eligible. Any fireman or rescue squad worker who has applied for prior service
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under this subsection shall have until Geteber—=3;—1989; June 30, 2000, to pay for this
prior service and, if this payment is not made by Geteber+-4989; June 30, 2000, he
shall not receive credit for this service, except as provided in subsection (al) of this
section."

Section 2. This act becomes effective October 1, 1999,

Page 2 House Bill 569




STATE OF NORTH CAROLINA
DEPARTMENT OF STATE TREASURER
RETIREMENT SYSTEMS DIVISION

JACK W. PRUITT
DEPUTY TREASURER

April 12, 1999

The Honorable Henry M. Michaux, Jr.
Chairman of the House Committee

on Pensions and Retirement
Suite 1325 of the State Legislative Building
Raleigh, North Carolina

Re:  Actuarial Note/House Bill 569
Dear Representative Michaux:

In accordance with North Carolina General Statute 120-114, we herewith submit a
certified copy of an actuarial note on House Bill 569 which affects the Firemen’s and Rescue
Squad Workers’ Pension Fund.

Please let me know if you have any questions with regard to this actuarial note. Also,
please let me know when you wish us to appear before your Committee with regard to this

note.
Siaceyely yo
4 .
Jack W. Pruitt
Director
JWP/dsp
Enclosure

325 NORTH SALISBURY STREET, RALEIGH, NORTH CAROLINA 27603-1385
Courier #56-20-45 Telephone (919) 733-4191 Fax (919) 508-5350
E-mail: nc_retirement@treasurer.state.nc.us Web Page http://www.treasurer.state.nc.us/Treasurer/
An Equal Opportunity/Affirmative Action Employer
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CONSULTANTS

200 Galleria Parkway, N.W.  Suite 1200
Atlanta, Georgia 30339-5945

March 29, 1999

Mr. Jack Pruitt

Deputy Treasurer and Director
Retirement Systems Division
Department of State Treasurer

325 North Salisbury Street

Raleigh, North Carolina 27603-1385

House Bill 569

Dear Mr. Pruitt:

We have received your letter of March 26 regarding House Bill 569 which affects the Firemen's and
Rescue Squad Workers' Pension Fund.

This proposal appears to allow, for a period of time commencing October 1, 1999 and ending
March 31, 2000, firemen and rescue squad workers who are eligible for membership in the Fund to
join if they have not already done so. Further, this legislation appears to allow, for a period of time
commencing October 1, 1999 and ending June 30, 2000, both new and current members to receive
credit for service completed prior to membership in the Fund. Persons who elect to become members
and current members electing to purchase additional service credit would be required to make a lump-
sum payment of $10.00 per month representing contributions they should have made for all prior
service plus interest at the rate of 8% annually.

We estimate the annual cost of this proposal to be $1,354 for each member who elects purchase of
prior service. Assuming between 4,000 and 6,000 members participate, the additional annual cost to
the State's General Fund commencing with the 1999-2000 fiscal year would be between $5,416,000
and $8,124,000. The cost estimate is based on the June 30, 1998 valuation, 2 monthly benefit of $146
and a funding period of approximately 5 years for amortization of the additional unfunded liability.
The significant increase in the cost from our previous correspondence (March 3, 1997) is due to the
increase in benefit level, the change in the actuarial assumptions and a shorter amortization period.

If we can be of further assistance with regard to this proposal, please do not hesitate to contact us.

Sincerely, /
("“ 77 /
Z/ﬂ/ w A THIS/§)TO CERTIFY THAT THIS IS A

Edward A. Macdonald
Principal and Consulting Actuary

EAM:)q

PANCFRUFDOCSIOORR\HE 565.0C

770]955-2488 Fax 770]933-8336



North Carolina General Assembly

Legislative Services Office George R. Hall, Legislative Services Officer
(919) 733-7044

Elaine W. Robinson, Director  Gerry F. Cohen, Director Thomas L. Covington, Director  Tony C. Goldman, Director Terrence D. Sullivan, Director
Administrative Division Bill Drafting Division Fiscal Research Division Information Systems Division = Research Division
Room 5, Legislative Building Suite 401, LOB Suite 619, LOB Suite 400, LOB Suite 545, LOB
16 W. Jones Street 300 N. Salisbury St. 300 N. Salisbury St. 300 N. Salisbury St. 300 N. Salisbury St.
Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925 Raleigh, NC 27603-5925
(919) 733-7500 (919) 733-6660 (919) 733-4910 (919) 733-6834 (919) 733-2578

MEMORANDUM

TO: Representative David Redwine

FROM: Stanley Moor?

Fiscal Research Division
DATE: April 12, 1999

SUBJECT: Actuarial Note on House Bill 569

Re: Allows a open-door enrollment period in the Firemen's and Rescue Squad Workers'
Pension Fund from October 1, 1999 until March 31, 2000 for purposes of gaining
retroactive membership service based on payment of $10 per month of service plus
interest.

In accordance with North Carolina General Statute 120-114 and applicable Rules of the
North Carolina Senate and House of Representatives, attached is a certified copy of an
original actuarial note on the above subject as prepared by the General Assembly’s
Consulting Actuary. A certified copy of an original actuarial note on the same subject
from the Plan Administrator’s Consulting Actuary is also attached for your review.

cc:  Representative Michaux; Chairman, House Committee on Pensions & Retirement

House Principal Clerk
Attachment(s):
(1) Legislative Actuarial Note

2) Actuarial Note, Buck Consultants, March 29, 1999
‘(3) Actuarial Note, Hartman & Associates, April 8, 1999

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER



- NORTH CAROLINA GENERAL ASSEMBLY
LEGISLATIVE ACTUARIAL NOTE

g BILL NUMBER: House Bill 569

‘HORT TITLE: Fire/Rescue Open Enrollment

SPONSOR(S): Representative David Redwine
SYSTEM OR PROGRAM AFFECTED: Firemen's and Rescue Squad Workers' Pension Fund

FUNDS AFFECTED: General Fund

BILL SUMMARY: : Allows a open-door enrollment period from October 1, 1999 to March 31, 2000 for
purposes of gaining retroactive membership service based on payment of $10 per month of service plus
interest. '

EFFECTIVE DATE: October 1, 1999 to March 31, 2000

ESTIMATED IMPACT ON STATE:  SYSTEM ACTUARY

FY FY FY FY FY
1999-00 2000-01 2001-02 2002-03 2003-04
Benefit Increase $5.4m - $8.Im $5.4m-$8.1m $5.4m-$8.1m $5.4m-9$8.1m $5.4m - $8.1m
GENERAL ASSEMBLY ACTUARY
FY FY FY FY FY
1999-00 2000-01 - 2001-02 2002-03 2003-04
‘enefit Increase $4.5m -36.7m $4.5m-$6.7m $4.5m - $6.7m $4.5m - $6.7m $4.5m - $6.7m

ASSUMPTIONS AND METHODOLOGY: The cost range is based on an estimate of a low of 4,000 new
participants and a high of 6,000 new participates who would elect to become members and purchase prior

service or current members who would purchase service rendered prior to joining.

The cost estimates of the System's Actuary are based on the employee data, actuarial assumptions and
actuarial methods used to prepare the June 30, 1998 actuarial valuation of the fund. The data included 26,820
active members and 7,353 retired members in receipt of annual pensions totaling $12.9 million. Significant
actuarial assumptions used include (a) an investment return rate of 7.25%, (b) the 1974 George B. Buck
Mortality Table for deaths after retirement and (c) rates of separation from active service based on Fund
experience. The actuarial cost method used was the entry age method with open-end unfunded accrued
liability. Detailed information concerning these assumptions and methods is shown in the actuary’s report
which is available upon request from Stanley Moore.

SOURCES OF DATA: System Actuary - Buck Consultant, Inc.

General Assembly Actuary — Hartman & Associates, LLC
FISCAL RESEARCH DIVISION The above information is provided in accordance with North
Carolina General Statute 120-114 and applicable Rules of the North Carolina Senate and House of

Representatives

19) 733-4910 ‘ W"“*’

REPARED BY: Stanley Moor

APPROVED BY: Tom Covington
DATE: April 9, 1999
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200 Galleria Parkway, N.W.  Suite 1200
Ananta, Georgia 30339-5945

March 29, 1999

Mr. Jack Pruitt

Deputy Treasurer and Director
Retirement Systems Division
Deparument of State Treasurer

325 North Salisbury Street

Raleigh, North Carolina 27603-1385

House Bill 569

Dear Mr. Pruitt:

We have received your lewter of March 26 regarding House Bill 569 which affects the Firemen's and
Rescue Squad Workers' Pension Fund.

This proposal appears to allow, for a period of time commencing October 1, 1999 and ending
March 31, 2000, firemen and rescue squad workers who are eligible for membership in the Fund to
join if they have not already done so. Further, this legislation appears to allow, for a period of time
‘ commencing October 1, 1999 and ending June 30, 2000, both new and current members to receive
credit for service completed prior to membership in the Fund. Persons who elect to become members
and current members electing to purchase additional service credit would be required to make a lump-
sum payment of $10.00 per month representing contributions they should have made for all priox

service plus interest at the rate of 8% annually.

We estimate the annual cost of this proposal to be $1,354 for each member who elects purchase of
prior service. Assuming between 4,000 and 6,000 members participate, the additional annual cost to
the State's General Fund commencing with the 1999-2000 fiscal year would be between $5,416,000
and $8,124,000. The cost estimate is based on the June 30, 1998 valuation, 2 monthly benefit of $146
and a funding period of approximately 5 years for amortization of the additional unfunded liability.
The significant increase in the cost from our previous correspondence (March 3, 1997) is due to the
increase in benefit level, the change in the actuarial assumptions and a shorter amortization period.

If we can be of further assistance with regard to this proposal, please do not hesitate to contact us.

Sincerely, /
I
Z,// /U {//f/ THIS/§TO CERTIFY THAT THIS IS A

Edward A. Macdonald
Principal and Consulting Actuary

. EAM:jq
PANCFRUIMNDOCS\CORRKE 569.000C

7701955-2488  Fax 770]933-8336




HARTMAN & ASSOCIATES, LLC
ACTUARIAL CONSULTING

RK V. HARTMAN, FSA, MAAA, MCA, EA

Phone: (336) 7314038 668 Link Road
Fax:  (336) 731-2583 Lexington, NC 27295

April 8, 1999

Mr. Stanley Moore

Fiscal Research Division

North Carolina General Assembly
300 N. Salisbury Street
Raleigh, NC 27603-5925

Re: House Bill 569: An Act to Allow Additional Retroactive
Membership in the NC Firemen’s and Rescue Squad Workers’
Pension Fund

Dear Mr. Moore:

This bill would- rewrite G.S. 58-86-45(a) to provide that eligible
firemen and:rescue-squad workers may purchase retroactive service
credits. The bill provides that eligible workers who have not
‘ previously elected to become members of the Fund may do so on or

before March 31, 2000. Further, the bill allows current members

to receive credit for service completed prior to becoming a
member in the Fund. Persons electing to become members or
members electing to receive credit for prior service would be
required to make a lump sum payment equal to $10 per month of
retroactive service credit, plus interest at an annual rate 8.0%.
The bill would become effective October 1, 1999.

The estimated annual cost of this bill for each member who elects
to purchase prior credit is, on average, approximately $1,113.
Assuming between 4,000 and 6,000 persons elect to purchase

prior credits, the estimated cost of this Act for the fiscal year
beginning July 1, 1999, is between $4,451,517 and $6,677,275.
This estimation is based on data contained in the most recent
actuarial valuation prepared as of June 30, 1998, and amortizes
the unfunded accrued liability over a five year period.

If you have any questions, please let me know.

Sincerely,

Mosk Lz

Mark . ’ ] r ! /
cﬁﬁsu\ftiﬁgrﬁgiﬂar?A VARR, MCR, EA ACTUARIAL NOTE
True & E

% Zact Copy of Original

MVH/ 3] Certified B¢g< ) M‘o"ﬁatez‘q </~
Legislative Fiscal Research




1999 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By, Representative(s) Michaux for the Committee on PESNIONS AND RETIREMENT.

Commitfee Substitute for

S.B. 687 ABILL TO BE ENTITLED AN ACT TO AMEND THE SUPPLEMENTAL
RETIREMENT FUND FOR FULL-TIME PAID FIREFIGHTERS IN THE CITY OF
HICKORY.

With a favorable report.

[] With a favorable report and recommendation that the bill be re-referred to the Committee on
Appropriations [_] Finance [_] 1

[] With a favorable report, as amended.

[] With a favorable report, as amended, and recommendation that the bill be re-referred to the
Committee on Appropriations[_] Finance [_] ]

] With a favorable report as to committee substitute bill (# ), (] which changes the title,
unfavorable as to (original bill) (Committee Substitute Bill # ), (and recommendation
that the committee substitute bill # ) be re-referred to the Committee on J)

(] With a favorable report as to House committee substitute bill (# ), L] which changes
the title, unfavorable as to Senate committee substitute bill.

(] With an unfavorable report.

[] With recommendation that the House concur.

(] With recommendation that the House do not concur.

[C] With recommendation that the House do not concur; request conferees.

[] With recommendation that the House concur; committee believes bill to be material.
[] With an unfavorable report, with a Minority Report attached.

[] Without prejudice.

[] With an indefinite postponement report.

[[] With an indefinite postponement report, with a Minority Report attached.

] With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
2/24/99



SENATE BILL 687:
Hickory Firefighters' Retirement Fund.

. BILL ANALYSIS

Committee: Senate Retirement & Aging Introduced by: Senator Allran

Date: April 13, 1999 Summary by:  Karen Cochrane Brown
Version: 1st Edition Committee Counsel
SUMMARY:

Senate Bill 687 amends the Supplemental Retirement Fund Jor firefighters in the City of Hickory to
limit eligibility for benefits to full-time paid firefighters.

CURRENT LAW:

The Supplemental Retirement Fund for firefighters in the City of Hickory was created by Chapter 65 of
the 1971 Session Laws. It currently provides that each firefighter, “whether fully paid or part paid, who
retired subsequent to January 1, 1960”, with at least 20 years of service and at age 55, or with 30 years at
any age, 1s eligible to receive an annual benefit not to exceed $2,400. (The bill incorrectly indicates that
the maximum annual benefit is $1,200. It was increased by Chapter 139 of the 1985 Session-Laws. A

technical amendment has been prepared.)

‘ BILL ANALYSIS:

This bill amends this provision in the Session Laws to state that only full-time paid firefighters who retire
on or after March 1, 1999, will be eligible for the annual benefit. The preamble to the bill states that there
are no longer any “part paid” or “volunteer” members who are eligible to participate in the fund.
Therefore, the enactment of this bill should not cut off anyone’s expectation of a benefit.

Section 2 of the bill specifically notes that this act shall not create a liability for the Hickory Firemen’s
Supplemental Retirement Fund unless sufficient current assets are available in the fund.

This act would become effective when it becomes law.
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SENATE BILL 687
Pensions & Retirement and Aging Committee Substitute Adopted 4/14/99
House Committee Substitute Favorable 5/13/99

Short Title: Hickory Firefighters’ Retirement Fund. (Local)

Sponsors:

Referred to:

April 1, 1999

A BILL TO BE ENTITLED
AN ACT TO AMEND THE SUPPLEMENTAL RETIREMENT FUND FOR FULL-
TIME PAID FIREFIGHTERS IN THE CITY OF HICKORY.

Whereas, the provisions of Chapter 65 of the 1971 Session Laws, as
amended, provided a supplemental retirement fund for firemen in the City of
Hickory and modified the application of G.S. 58-84-25, 58-84-30, and 58-84-35 to the
City of Hickory; and

Whereas, since the creation of the supplemental pension fund there have
been substantial changes in circumstances that affect the integrity of that fund if
participation is not limited to a smaller class of persons than all firefighters; and

Whereas, there are no longer persons classified as "part-paid" or
"volunteer" who are eligible to participate in the fund; Now, therefore,

The General Assembly of North Carolina enacts:

Section 1. Section 3(a) of Chapter 65 of the 1971 Session Laws, as
amended by Chapter 407 of the 1981 Session Laws and Chapter 139 of the 1985
Session Laws, reads as rewritten:

"(a) Each City fireman, whether fully paid or part paid, who retired subsequent to

January 1, 1960, but before February 28, 1999, and each full-time paid firefighter who
retired on or after March 1, 1999, with 20 years or more service and has attained the

age of 55, or who had 30 years or more service regardless of age, which service
includes service in the United States Armed Service purchased into the North
Carolina Local Governmental Employees’ Retirement System, shall be entitled to and
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shall receive in each calendar year following the calendar year in which he retires an .
annual supplemental retirement benefit, provided, in no event shall any retired '
fireman be entitled to or receive in any year an annual benefit in excess of two
thousand four hundred dollars ($2,400)."

Section 2. The provisions of this act shall not create a liability for the
Hickory Firemen’s Supplemental Retirement Fund unless sufficient current assets are
available in the Fund to pay fully for the liability.

Section 3. This act is effective when it becomes law.

Page 2 Senate Bill 687



1999 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative(s) Michaux for the Committee on PENSIONS AND RETIREMENT.

] Committee Substitute for
HB. 1016 A BILL TO BE ENTITLED AN ACT TO CLARIFY THE LAW REGARDING
RETIRING TEACHERS' COMPENSATION FOR ACCUMULATED ANNUAL LEAVE.

(] With a favorable report.

(] With a favorable report and recommendation that the bill be re-referred to the Committee on
Appropriations [_] Finance ] -

[] With a favorable report, as amended.

[] With a favorable report, as amended, and recommendation that the bill be re-referred to the
Committee on Appropriations ] Finance [_] 1

. With a favorable report as to committee substitute blllﬁ———) 4 which changes the title,
unfavorable as tooriginal billy tCemmi , ~ 5 -¢and recommendation
that the committee substitute billfem——=rbe re-referred to the Committee on A4 ppdp@sa T 018,

[] With a favorable report as to House committee substitute bill (# ), [] which changes
the title, unfavorable as to Senate committee substitute bill.

[] With an unfavorable report.

[} With recommendation that the House concur.

] With recommendation that the House do not concur.

[C] With recommendation that the House do not concur; request conferees.

[] With recommendation that the House concur; committee believes bill to be material.
[] With an unfavorable report, with a Minority Report attached.

(] Without prejudice.

[] With an indefinite postponement report.

[} With an indefinite postponement report, with a Minority Report aﬁached.

[] With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
2/24/99



HOUSE BILL 1016:
School Employee Retirement Credit Clarified

BILL ANALYSIS
Committee: House Pensions & Retirement Introduced by: Representative Jeffus
Date: May 19, 1999 Summary by:  Theresa Matula
Version: H1016-PCSSH-003 Committee Staff

SUMMARY: The Proposed Committee Substitute (H1016-PCSSH-003) for House Bill 1016 allows
retiring school employees to convert accumulated annual leave over 30 days to sick leave at the time

of retirement. This leave may be used for creditable service at retirement in accordance with

G.S. 135-4(e).

BILL ANALYSIS:

Chapter 115C of the General Statutes covers Elementary and Secondary Education. The Proposed
Committee Substitute makes amendments to the sections of G.S. 115C that cover annual vacation leave
for school employees.

Section 1 amends G.S. 115C-302.1(c) to cover only the earning and usage of vacation leave. The
language concerning conversions of leave has been moved to subsections (c1) and (c2) so that these
conversion provisions will be easier to locate and to reference.

Section 2 adds subsections (c1) and (c2) to G.S. 115C-301.1. The law currently allows teachers to
accumulate annual vacation leave days without any applicable maximum until June 30 of each year. On
June 30 of each year any teacher or other personnel paid on the teacher salary schedule who has
accumulated more than 30 days of annual vacation leave shall:

1. Convert to either sick leave or to pay, the excess accumulation that is the result of the teacher

having to forfeit annual vacation leave in order to attend required workdays; and

2. Convert to sick leave the remaining excess accumulation.

This language is in the existing law and has simply been moved to subsection (c1).

Subsection (c2) contains existing law regarding payment of leave upon separation from service due to
service retirement, resignation, dismissal, reduction in force, or death. The new language in subsection
(c2) allows teachers separating due to service retirement to convert any annual vacation leave over 30
days to sick leave. These converted days may be used for creditable service at retirement in accordance
with G.S. 135-4(e).

Section 3 amends G.S. 115C-272(b)(2) covering superintendents. The amendments clarify that 240 hours
is 30 days and allows superintendents separating due to service retirement to convert any annual vacation
leave over 30 days to sick leave. These converted days may be used for creditable service at retirement in
accordance with G.S. 135-4(e).
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Section 4 amends G.S. 115C-285()(2) covering supervisors and classified principals paid on an hourly
or other basis whether paid from State or from local funds. The amendments clarify that 240 hours is 30
days and allows supervisors and classified principals separating due to service retirement to convert any
annual vacation leave over 30 days to sick leave. These converted days may be used for creditable
service at retirement in accordance with G.S. 135-4(e).

Section 5 amends G.S. 115C-316(a)(3) covering 10-month and 11-month employees. The amendments
clarify that 240 hours is 30 days and allows 10 month and 11-month employees separating due to service
retirement to convert any annual vacation leave over 30 days to sick leave. These converted days may be
used for creditable service at retirement in accordance with G.S. 135-4(e).

Section 6 amends G.S. 115C-316(a)(4) covering I2-month school employees other than superintendents,
supervisors and classified principals paid on an hourly or other basis whether paid from State or from
local funds. The amendments clarify that 240 hours is 30 days and allows 12-month employees separating
due to service retirement to convert any annual vacation leave over 30 days to sick leave. These
converted days may be used for creditable service at retirement in accordance with G.S. 135-4(e).

Section 7 states that this act will become effective July 1, 1999.




OO0 W=

NN DB = = b b bl e el
WL OOV NOTNMDEWNDRFR,O

GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 1999

HOUSE BILL 1016
Proposed Committee Substitute H1016-PCS1272-SH

Short Title: School Employee Retirement Credit Chgd. (Public)

Sponsors:

Referred to:

April 13, 1999

A BILL TO BE ENTITLED
AN ACT TO CHANGE THE LAW REGARDING THE CONVERSION OF
ANNUAL LEAVE FOR RETIRING SCHOOL EMPLOYEES.
The General Assembly of North Carolina enacts:
Section 1. G.S. 115C-302.1(c) reads as rewritten:

"(¢) Vacation. -- Included within the 10-month term shall be annual vacation
leave at the same rate provided for State employees, computed at one-twelfth of the
annual rate for State employees for each month of employment. Local boards shall
provide at least 10 days of annual vacation leave at a time when students are not
scheduled to be in regular attendance. However, instructional personnel who do not
require a substitute may use annual vacation leave on days that students are in
attendance. Vocational and technical education teachers who are employed for 11 or
12 months may, with prior approval of the principal, work on annual vacation leave
days designated 