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HOUSE COMMITTEE ON PENSIONS AND RETIREMENT

ATTENDANCE

(Name of Committee)

DATES z| 3| 3 33| 3 5 5 3|33 3 3
BRI R R R BRI R RS
en| en| < <t <t w| wn U} wv| \Of O \O ~

BAREFOOT, Daniel-CHAIR X |x|x|x|[x|x|x|[x|xX|x|X|[X]|X
COX, Leslie -CHAIR X [ XIX[XIX[XIX[X|X{X[X]X][X
McCOMBS, Gene-VICE-CHAIR X IXIX[ XXX XXX X]|X|X|X
BARBEE, Bobby X X[X]|X[|X[X X
EASTERLING, Ruth X X [X X X

HENSLEY, Bob X | X X |X X |X|X|X
MORGAN, Robert X X |
OLDHAM, Pete XI1X X : X
ROGERS, Gene X[ XX XXX |X[X[X]|X X
SHUBERT, Fern X X X[ XXX | X
STARNES, Edgar X |x|x|x|[x]|x]|x X | X |X
TOLSON, Joe XIX I XXX XX X[XIX]|X|X[X
WILSON, Connie X X[X XX

WILSON, Gene XX [ XX [X]|X X I XIX|X[|X[X
YONGUE, Doug X | X XXX [X]|X X |1 XXX
EX-Officio Members:

HACKNEY, Speaker Pro Tem X X [ X
BADDOUR, Majority Leader

DEDMON, Majority Whip X

EARLE, Majority Whip

CUNNINGHAM, Asst. To Speaker X




North Carolina General Assembly Date: 10/25/2001
Through House Committee on Time: 14:07
Pensions and Retirement Page: 001 of 002
2001-2002 Biennium Leg. Day: H-156/5-154
Bill Introducer Short Title Latest Action In Date Out Date
HO0004 Hensley LAW OFFICERS' 25-YEAR H Re-ref Com On 02-20-01 04-04-01
RETIREMENT. Appropriations :
27 Dedmon INCREASE FIREMEN AND *H Re-ref Com On 02-01-01 04-19-01
RESCUE SQUAD PENSIONS. Appropriations
0079 Tucker STUDY COMMISSION ON *H Re-ref Com On 02-08-01 04-19-01
EARLY RETIREMENT. Rules, Calendar, :
and Operations of
the House
HO080 Tucker INCREASE LOCAL H Re-ref Com On 02-08-01 04-16-01
RETIREMENT BENEFITS. Appropriations
HO081 Tucker INCREASE DEATH H Re-ref Com On 02-08-01 04-04-01
BENEFIT/LOCAL Appropriations
RETIREMENT. .
H0198= Smith REPEAL MOREHEAD CITY *HR Ch. SL 2001-18 03-07-01 04-02-01
FIREMEN'S RETIRE.
FUND.
H0243 Rogers TEACHER RETIREMENT *H Re-ref Com On 04-23-01
ELIGIBILITY. Pensions and
Retirement
HO0333 Grady DEATH BENEFITS TO *H Re-ref Com On 03-01-01 04-16-01
LEGAL REPRESENTATIVE. Appropriations
H0477 Gillespie REPEAL MARION *HR Ch. SL 2001-21 03-20-01 04-02-01
FIREMEN'S SUPP.
RETIRE. FUND.
H0547 Arnold POSTRETIREMENT H Ref To Com On 03-12-01
EARNINGS. Pensions and .
Retirement
HO0604= Alexander AMEND CHARLOTTE HR Ch. SL 2001-22 03-14-01 04-02-01
FIREFIGHTERS' !
RETIREMENT ACT.
0621 Weiss REPEAL CARY FIREMEN'S *HR Ch. SL 2001-23 03-15-01 04-02-01
SUPP. RETIRE. FUND.
777 Harrington REPEAL GASTONIA HR Ch. SL 2001-34 03-26-01 04-04-01
FIREMEN'S SUPP.
PENSION FUND. ‘
H0825 Cox CORRECTIONAL OFFICERS/ H Re-ref Com On 03-27-01 05-10-01
28-YEAR RETIREMENT. Appropriations
H0943 Barefoot DISCONTINUED *HR Ch. SL 2001-435 04-02-01 04-19-01
MEMBERSHIP SERVICE.
H0999 Cox AMEND MEMBERSHIP *H Re-ref Com On 04-09-01 06-25-01
REQUIREMENTS. Appropriations ‘
H1017= Barefoot RAISE FIRE AND RESCUE *H Re-ref Com On 04-09-01 04-19-01
PENSION AMOUNT. Appropriations ‘
H1022 Goodwin STUDY 28-YEAR *H Re-ref Com On 04-09-01 06-21-01
RETIREMENT/RETENTION Rules, Calendar,
INCENTIVES. and Operations of
the House
$ H1077 Arnold FIREFIGHTERS' AND *H Re-ref Com On 04-11-01 05-23-01
RESCUE SQUAD WORKERS' Rules, Calendar, ‘
RETIRE. and Operations of
the House
H1078 Arnold STUDY FIREFIGHTERS' *H Re-ref Com On 04-11-01 05-29-01
EARLY RETIREMENT Rules, Calendar,
and Operations of
the House ;
H1107 Pope HONOR WILLIAM GREY H Re-ref Com On 04-11-01 04-19-01

'$' indicates the bill is an appropriation bill.
A bold line indicates the bill is an appropriation bill.

=' indicates that the original bill is identical to another bill.

'*' indicates that the text of the original bill was changed by some action.



North Carolina General Assembly Date: 10/25/2001
Through House Committee on Time: 14:07
Pensions and Retirement Page: 002 of 002
2001-2002 Biennium Leg. Day: H-156/5-154
Bill Introducer Short Title Latest Action In Date Out Date
SMITH. Bppropriations ‘
1140 Sexton NC NATIONAL GUARD H Ref To Com On 04-12-01
PENSIONS. Pensions and ‘
Retirement
1241 Redwine SICK LEAVE/JUDICIAL H Re-ref Com On 04+12-01 05-16-01
RETIREMENT SYSTEM. Appropriations
H1255 Cox INCREASE RETIREMENT *H Re-ref Com On 04-12-01 05-22-01
BENEFITS. Appropriations
H1324 Hackney AMEND RETIREMENT *HR Ch. SL 2001-426 04-12-01 05-29-01
DEFINITIONS.
H1327 Underhill RETIRED TEACHERS H Ref To Com On 04-12-01
RETURN TO TEACHING. Pensions and
Retirement
H1331 Oldham RETIRED SCHOOL *H Re-ref Com On 04-12-01 06-25-01
EMPLOYEES RETURN TO Appropriations
SCHOOLS.
H1390 Nesbitt RETIREMENT WITHDRAWAL *H Re-ref Com On 04-26-01 06-20-01
SERVICE. Appropriations :
H1419 Wright FIREFIGHTERS' & H Ref To Com On 04-26-01
RESCUE WORKERS' Pensions and :
RETIREMENT. Retirement
S0139%= Tony Rand LOCAL FLEX. REGARDING *H Cal Pursuant Rule 06-20-01 07-18-01
CHARTER SCH. TEACHERS. 36(b)
50158 Aaron W. Plyler REPEAL MONROE *HR Ch. SL 2001-70 04-18-01 05-10-01
FIREMEN'S SUPP.
RETIRE. FUND.
S0544 Allen H. Wellons CORRECT HENDERSON *HR Ch. SL 2001-71 05-10-01

FIREMEN'S SUPP.
RETIRE.

'$' indicates the bill is an appropriation bill.

A bold line indicates the bill is an appropriation bill.

'*' indicates that the text of the original bill was changed by some action.
'=' indicates that the original bill is identical to another bill.
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HOUSE COMMITTEE ON PENSIONS AND RETIREMENT

ATTENDANCE

(Name of Committee)

DATES 3| 3| 3| 3|3 3|3 3|3 3 3 35
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BAREFOOT, Daniel-CHAIR XX |x|x|x|x|x|x|x|x|x|[x]|x
COX, Leslie -CHAIR XX |xIx|x|x|x|x|x|x|{x|[x]|x
McCOMBS, Gene-VICE-CHAIR | X |X | X | X |x |x |x |x |[x [X X [X[X
BARBEE, Bobby X XX |x|x]|x X
EASTERLING, Ruth X X |X|X X
HENSLEY, Bob X |x X | X X |X |X|X
MORGAN, Robert X X
OLDHAM, Pete X |X|X X
ROGERS, Gene XX |x|x|x|x|x|x|[x]|X X
SHUBERT, Fern X X X |x|x|x X
STARNES, Edgar XXX [x|x[|x]|X X |X|X
TOLSON, Joe X |xIx|x|x|x|x|x|x|x|x|x]|x
WILSON, Connie X X |X|x|x
WILSON, Gene X |x|x|x|x|x X[ X |xX|x|xX[|X
YONGUE, Doug X | X X [|xX|x[|x]|x X | X [X|X
EX-Officio Members: f
HACKNEY, Speaker Pro Tem X X | x
BADDOUR, Majority Leader
DEDMON, Majority Whip X \
EARLE, Majority Whip
CUNNINGHAM, Asst. To Speaker X




MINUTES
HOUSE COMMITTEE ON
PENSIONS AND RETIREMENT

March 22, 2001

The House Committee on Pensions and Retirement met on Thursday, March 22,
2001, in Room 1228 of the Legislative Building at 11:00 AM. The following members
were present: Chairman Dan Barefoot; Chairman Leslie Cox; Vice-Chairman Gene
McCombs; Representatives Barbee, Easterling, Morgan, Shubert, Starnes, Tolson, Gene
Wilson, and Yongue. Stanley Moore, Fiscal Research; Karen Cochrane-Brown,
Research; and Theresa Matula, Research Division, were also in attendance. A Visitor
Registration list is attached and made part of these minutes.

Chairman Cox called the meeting to order. He stated that this meeting would be
an introduction and informational session. He added that approximately twelve bills have
been assigned to the Committee and it will be necessary to meet one day a week for each
of the next four or five weeks. The dates, time, and location of the meetings will be
announced each week in the Committee Meeting Notice.

Chairman Cox introduced Cynthia Kelly, House Page, from Wake County.
Sergeant at Arms staff members were Richard Riddle and Walter Spell. Staff counsel
assigned to the House Pensions and Retirement Committee are Karen Cochrane-Brown
and Theresa Matula from Research Division, and Stanley Moore from Fiscal Research
Division. Legislative Assistants are Jackie Hamby filling in for Ferebee Stainback,
Chairman Cox's office, and Jackie Pittman, Chairman Barefoot's office.

Chairman Cox recognized Michael Williamson, Director, State Retirement
System, for an overview of the Division. Mr. Williamson introduced Marshall Barnes,
Deputy Director; Debra Bryan, Deputy Director; and Joseph Sansom, legislative liaison
from the State Treasurer's Office. :

Mr. Williamson referred to a handout which had been given to Committee
members. He stated that the mission of the Retirement Systems Division is to administer
the retirement system for North Carolina's public employees. He said that covered
employees include state teachers, state employees, local governments, members of the
judiciary, and legislative members and employees. Mr. Williamson covered the handout
page by page. A copy of the handout is attached and made part of these minutes.

In answer to a question, Mr. Williamson called on Mr. Barnes who expflained that
the amount of a state employee's death benefit is equal to the highest twelve months
salary of the last twenty-four with a minimum of $25,000 and a maximum of $50,000.



Mr. Williamson, in answer to a question by Representative Starnes, stated an
active death benefit would be for a person who dies while currently employed. An
inactive death benefit would be for a person who has already left the employment of a
local government or state government.

In answer to a question by Representative Shuford, Mr. Williamson stated that the
mutual funds were evaluated each day. He added that the legislature uses a 77%
valuation market value which gives a margin, or cushion, as the market fluctuates up and
down. The figures shown on the Valuation Balance Sheet are based on 77%. Stanley
Moore, Staff Counsel, added that the actuarial valuation balance sheet is based on current
assets as of 1999 of $45.7 billion. Of that amount, the state is recognizing $34.4 billion.
That gives the 23% cushion mentioned by Mr. Williamson. The reporting of valuations
historically runs fifteen to eighteen months behind. The previous year’s figures are
received in October of each year. The State of North Carolina has approximately ten
money managers. Some of its money is in cash, some real estate, some in venture capital,
some in stock market, and some in bonds.

In response to further questions by Representative Shuford, Mr. Williamson stated
the Retirement Systems Division has more current figures than the 1999 Valuation
Balance Sheets in the handout. He stated he would be happy to meet with Representative
Shuford, or any Committee member, to more fully explain the reporting method.

In answer to a question by Representative Starnes regarding HB79 (25-Year
Retirement) Mr. Marshall Barnes, Deputy Director of the Retirement Division, stated the
bill drops unreduced retirement from 30 years to 25 years. He added that there would be
a significant cost to the state system associated with the change - about 3.3% of payroll,
or $257 million dollars. He stated further that the recommendation of a transfer of $181
million from the retirement system to the General Fund is included in the current budget
submitted by Governor Michael F. Easley. He said the Retirement Division believes this
will have no long-term impact on the retirement system. The system will remain
actuarially sound. ‘

In answer to a question by Representative McCombs, Mr. Barnes stated the 25-
Year Retirement bill would cost local governments 1.5% of payroll or approximately $45
million on an annual basis.

Mr. Barnes said that as far as payments of promised benefits are concerned, the
actuary states that the soundness of the fund will not be affected by the reduction of $270
million in funding during the last biennium, and this year's proposed $181 million
reduction. It will potentially reduce the ability to enhance benefits in the future.

Mr. Barnes pointed out that the death benefit payable to an active employee
continues for 180 days after retirement. Upon retirement, the retired employee has

-2



the opportunity to purchase $5,000 contributory benefit. It is paid monthly and premium
is based on nearest age at time of retirement.

Chairman Cox recognized Dr. Dawson, representing the Retired School
Personnel, who stated that the trend of reducing the amount of annual contributions to the
retirement fund is very alarming. He feels if the trend is continued, there could be
problems in years to come.

Chairman Cox stated the Committee members would look into each issue brought
before the Committee very seriously. Using the collective wisdom of those on the
Committee and others attending, the right solution can be found. He stated that whatever
the Committee does must be sound policy for the State of North Carolina.

There being no further business, the Chairman adjourned the meeting at
11:35AM.

Respectfully submnipfed,

RepreséntatiVe A. Leslie Cox, Jr.
Presiding Chairman

Representative Daniel W. Barefoot
Chairman

Ferebee Stainback
Committee Assistant



,,07./05’/

VISITOR REGISTRATION SHEET

. HOUSE PENSIONS AND RETIREMENT ﬁ?m,c/@ 22 2oo/

Name of Committee Date

VISITORS: PLEASE SIGN IN BELOW AND RETURN TO COMMITTEE CLERK

NAME FIRM OR AGENCY AND ADDRESS

(Lo Ol o o CAL
i

Kerx) W‘e /‘(ﬁ_a\/ Al\e c{ ASS’@C/Q%@

Y/
‘ BADN THAIAS | SEANC
Mg da}'b{-«} 5% Né

@%L Mem 91 2 [0 ACC




%% DEPARTMENT OF
et STATE TREASURER

Retirement Systems Division

Prograni Summary

NOVEMBER, 2000



Retirement Systems Division
Mission

To administer the retirement systems for North Carolina’s public employees.

& ok e ok ok

It is in the interest of all citizens of North Carolina to recruit and keep a good
public workforce. Considered one of the best managed public retirement systems-
in the nation, North Carolina’s system is designed to reward good employees for a
job well done. It is a defined benefit plan based on an actuarially sound formula
that takes into consideration length of service, salary and age. |

North Carolina’s Constitution mandates that the State’s pension trust funds be used
for the exclusive purpose and benefit of retirees. The State has diligently followed
the principle of “A promise made is a promise kept” in the administration of its
retirement system for public employees.

dokkokkkok



BENEFIT PROGRAMS ADMINISTERED

Teachers’ and State Employees’ Retirement System

Local Governmental Employees’ Retirement System
Consolidated Judicial Retirement System .

Legislative Retirement System and Legislative Fund

Firemen’s and Rescue Squad Workers’ Pension Fund

Supplemental Retirement Income Plan [401 K}

Disability Income Plan / Teachers and State Employees

Public Employee Benefit Trust

Death Benefit for Teachers and State Employees
Death Benefit for Local Governmental Employees
Death Benefit for Legislators

Death Benefit for Retirees o
Separate Insurance Plan for Law Enforcement

e National Guard Pension Plan

® Registers of Deeds Supplemental Pension Plan



GENERAL

Legislative Purposes -
* Recruit and keep a good public workforce
* Reward career public sector employment

* Protection in cases of disability and death
* Provide deferred income after retirement

Retirement Benefits

e “Defined Benefit Plans”
* Based on Formula/Service/Salary/Age H
* Not related to contributions or contribution rates

Retirement Funding

- @ Trust funds for exclusive purpose
- ® Long-term promises recognized
 Reserves to guarantee benefits
* Prefunding future payments
* Costs funded by taxpayers served
* Combined member and employer contributions
* Level contributions as a percentage of payroll



DEPARTMENT OF STATE TREASURER
RETIREMENT SYSTEMS DIVISION

FUNDED RATIOS

Year Ended December 31, 1999

Actuarial
Retirement System Liabilities

Teachers’ and '
State Employees’ $32,787,108

- Local Governmental

Employees’ 7,687,973
Firemen’s and Rescue

Squad Workers’ * 240,335
Consolidated

Judicial - 241,303
Legislative 16,795

(Dollars in Thousands)

Unfunded
Liabilities

Recognized

Assets

$ 34,883,261 ($2,096,153)

7,625,281 62,692
202,751 37,584
259,706  (18,403)

(2,879)

19,674

* Data for the year ended June 30,2000

CONTRIBUTION RATES

Retirément System

Teachers’ and
State Employees’ -

Local Governmental
Employees’

Fireman’s and Rescue
Squad Workers’

Consolidated
Judicial

Legislative

* Average for 1999

Effective July 1, 2000
Member
Contribution
6%
6%

$120 a year

6%

7%

|
Percentage

Funded

106.4%
- 99.0%
- 84.4%

107.6%

117.1%

Employer
Contribution

5.33%

5.04%*

$432 a year

18.58%

22.70%



DEPARTMENT OF STATE TREASURER

RETIREMENT SYSTEMS DIVISION

Year Ended December 31, 1999
(Unaudited)

Sources of Funds

Employee
Contributions
10.7%

Investment Income
74.6%

Refunds
1.8%

Other Benefits
3.0%

Administrative
Expense
0.1%

Transfer To Reserves‘
69.7%




DEPARTMENT OF STATE TREASURER
RETIREMENT SYSTEMS DIVISION

Membership Activity Summary
Year Ended December 31, 2000

TSERS LGERS FRSWPF(1) CJRS LRS TOTAL
Beginning Active Members 285,784 112,431 28,008 470 168: 426,861

Beginning Beneficiaries 103,238 28,703 7,552 362 192 140,047
New Members : 38,708 18,084 2,778 42 5 59,617
Retirements 7,672 2,293 530 21 5 10,521
Withdrawals 17,350 9,556 839 0 4. 27,749
Deaths - Active 462 122 37 1 0 w 622
Deaths - Beneficiaries 2,801 791 283 14 5 3,894

Ending Active Members 299,008 118,544 29,380 490 164 447,586

Ending Beneficiaries (2) 108,109 30,205 7,799 369 192 ' 146,674

i
(1) Data for the year ended June 30, 2000
* (2)An additional 6,350 beneficiaries are in receipt of monthly benefits from the National Guard
Pension Fund, Legislative Retirement Fund, Reglster of Deeds Supplemental Pension Fund,
Disability Income Plan of North Carolina. , ‘



Public Employee Retirement Systems
of
North Carolina
Schedule of Contributing Members

December, December, December, December, December, December, December, December, December, December,
1990 1991 1992 1993 1994 1995 1996 1997 1998 —~1999
State Departments and Agencies: .
General Government 56,514 57,315 59,700 62,292 63,807 65,732 66,535 67,964 68,634 68,922
Higher Education 27,152 27,418 28,036 28,601 28,902 29,026 29,167 29,384 29,796 30,404
Public Schools 124,434 125,153 - 129,032 132,650 136,228 1 38,877 143,867 148,835 152,946 157,679
Community Colleges 9,097 9,222 9,681 - 9929 10,014 10,028 10,261 10,428 10,857 11,736
State Law Enforcement Officers 2,806 2,824 3,026 3,002 © 3,057 3,119 3,129 3,131 3,217 3,201
Judicial : 413 " 418 422 420 439 437 447 454 479 472
Legislative 164 165 165 165 . 164 167 166 167 166 168
Optional Retirement Program 0 5,318 5,519 - 5.875 _6,197 6,469 6,744 7,040 7,621 7,909
Total . — State 225,898 228,034 235,937 243,256 249,080 254,130 260,612. 267,683 273,745 280,491
Local Governmental Entities: .
| Local Government — General , 72,972 74,899 77,052 .wo\wow ‘ 82,265 m..Abo_ 85,880 87,865 .mobmo 91,780
Local Law Enforcement Officers 11,769 12,258 12,598 12,967 13,620 14,078 14,585 15,110 15,588 16,035
Total — Local 84,741 87,157 _ 89,650 92,734 _95,885% 98,139 100,465 102,975 104,668 107,815
GRAND TOTAL 310,639 315,191 uNw.m..mﬂ uwu..cwc 344,965 352,269 361,077 370,658 378,413 388,306

Prepared by: ’ .
Department of State Treasurer

Retirement Systems Division
May, 2000



VALUATION BALANCE SHEET
SHOWING THE ASSETS AND LIABILITIES OF THE
TEACHERS’ AND STATE EMPLOYEES'
RETIREMENT SYSTEM OF NORTH CAROLINA

DECEMBER 31, 1999 ‘ DECEMBER 31, 1998+

ASSETS -
Current actuarial value of assets: :
Annuity Savings Fund

' | i $ 5,455,150,743
Pension Accumulation Fund - !

24,731,949,551
$ 30,187,100,294

$ 5,755,037,691
29,128,223,764

34,883,261,455

L 74

Total current assets

Future member contributions to Annuity ~
5,203,868,058

| Savings Fund i $ 5,488208412 | $
Prospectrve contributions to Pensnon
- Accumulation Fund: : ‘ ‘ :

Normal contributions i $ 6,219,969,534 ! $ 5,837,005,338
‘Unfunded accrued liability contributions : (2,096,153,188) : 167,121,381
. Undistributed gain contributions S 1,211,643,695 L 508,857,920
Total prospective contributions A ' $ 5,335,460,041 $ 6,512,984,639
Total Assets | _$ 45706,929,908 : $ 41,903,952,991

" LIABILITIES § | ;'

Annuity Savings Fund: ' . _ \

: Past member contributions - : : $ 5,755,037,691 : $ 5,455,150,743
' Future member contributions ' 5.488,208,412 ! 5,203,868,058

Total contributions 1o Annuity

Savings Fund ¢ $ 11,243,246,103 $ 10,659,018,801

Pension Accumulation Fund: : ' ‘
! $ 13,569,519,913 | $ 12,310,467,099

Benefits currently in payment

* Benefits to be paid to current active members 19,100,638,404 | . 18,028,327,170
Reserve for settlement of Faukenbury lawsuit , : o : 112,330,205
Reserve for increases in retirement : - :
allowances effective July 1, 2000 (July 1, : o o
1999 for December 31, 1998 figure) : 581,881,793 ., 284,951,796
Reserve from undlstnbuted gams 1,211,643,695 508,857,820

' Total benefits payable from Pensxon
Accumulation Fund '

Total Llabnlmes

34,463,683,805 $ 31,244,934,190
45,706,929,908 : $ 41,903,952,991

«w (v

® These numbers have been revised since the previous valuation to reflect the requirements enacted by the

legislature in House Bill 1840.




VALUATION BALANCE SHEET
SHOWING THE ASSETS AND LIABILITIES OF THE
NORTH CAROLINA LOCAL GOVERNMENTAL EMPLOYEES' RETIREMENT SYSTEM .

ASSETS

Current actuarial value of assets:
Annuity Savings Fund
Pension Accumulation Fund

Total current assets

Future member contributions to Annuity
Savings Fund

‘Prospective contributions to Pension
Accumulation Fund: o
Normal contributions
Accrued liability contributions
Undistributed gain contributions

Total prospective contributions

Total Assets

LIABILITIES .

Annuity Savings Fund:
Past member contributions
Future member contributions -

Total confribUtions to Annuity
Savings Fund

Pension Accumulation Fund:
Benefits currentiy in payment

Benefits to be paid to current active members

‘Reserve for increases in retirement

allowances effective July 1, 2000 (July 1,

1999 for December 31, 1998 figure)
Reserve from undistributed gains

Total benefits payable from Pension
Accumulation Fund

Total Liabilities

i $ 8,818,582,742

i . DECEMBER 31, 1999 DECEMBER 31, 1998

1,656,321,314
5,968,960,143 -

$ 7,625,281,457

R/ 3

$ 1,785,644,805"
7,032,937,937

$ 2,016,505,650 | $ 1,908,227,328
$ 942,626,889 | $ 1,327,421,710
66,946,841 | 62,691,692
: 647,135,825 | _ 176,144,528
! $ 1,656,709,655 ! § 1,566.257,930
| $12,491,798,047 | $11,099,766,715
i $1,785,644,805 | § 1,656,321,314
: __2016,505,650 | _ 1,908.227.328
$ 3,802,150,455 i § 3,564,548,642
i $ 2,827,743,653 | § 2,592.697,020
!  5,086,529,058 . 4,739,513,503
i 128,238,956 | 26,863,022
: 647,135,925 | 176,144,528
i $ 8,689,647,592  $7,535,218,073
i $12,491,798,047 © | $11,099,766,715




VALUATION BALANCE SHEET

SHOWING THE ASSETS AND LIABILITIES OF THE

CONSOLIDATED JUDICIAL RETIREMENT SYSTEM.OF NORTH CAROLINA

 ASSETS

Current Actuarial Value of Assets:
Annuity Savings Fund
Pension Accumulation Fund

Total current assets

Future member contributions to Annuity
Savings Fund

Prospective contributions to Pension

Accumulation Fund:
Normal contributions
Unfunded accrued liability contnbut:ons
Undistributed gain contributions

Total prospective contnbutxons
Total Assets

LIABILITIES'. ..

Annuity Savings Fund: -
Past member contributions -
Future member contributions .

Total contributions to Annuity
Savings Fund

Pension Accumulation Fund:
Benefits currently in payment

Benefits to be paid to current active members

Reserve for increases in retirement
allowances effective July 1, 2000

(July 1, 1999 for December 31, 1998 figure)

Reserve from undistributed gains

' Total benefits payable from
Pension Accumulation Fund

Total Liabilities

+

DECEMBER 31, 1999

$ 27,337,909
232,368,369

$ 259,706,278

$ 32,737,583

$ 98,893,948
(18,402,832)
21,115,390

$ 101,606.506

$ 394,050,367

$ 27,337,909

32,737,583

$ 60,075,492

$ 114,266,759
© 185,502,179 .

3,090,547
21,115,390

$ 333,974,875

'$ 394,050,367

DECEMBER 31, 1998

'$ 25,920,569

200,791,642
$226,712,211

$ 30,876,484

$ 92,795,024
(767,755)

__ 3,167,914

$ 95,195,183

$352,783.878

$ 25,920,569
30,876,484

$ 56,797,053

$103,477,525
187,009,529

2,331,857
- 3,167,914

$295,986,825
$352,783.878




'VALUATION BALANCE SHEET .
. SHOWING THE ASSETS AND LIABILITIES OF THE
- NORTH CAROLINA FIREMEN'S AND
RESCUE SQUAD WORKERS' PENSION FUND

TOTAL

ASSETS

Current assets:
Annuity Savings Fund
Pension Accumulation Fund

Total current assets

Future member contributions to Annuity Savings Fund

Prospective contributions to Pension Accumulatxon Fund

Normal contributions i
"Accrued liability contributions

Total prospective contributions

fotal Assets

LIABILITIES

Annuity Savings Fund:
Past member contributions
- Future member contributions

Total contributions to Annuity Savings Fund’

Pension Accumulation Fund:
Benefits currently in payment .
Benefits to be paid to current active members

Total benefits payable from Pension °
- Accumulation Fund

Total Liabilities

June 30, 2000

$ 23,651,274
179.099.524

June 30, 1999

'$ 22,066,918
153,178,007

'+ $ 202,750,798
$ 19,393,301,

$. 28,690,924
37,584,202

$ 175,244,925
$ 18,598,028

$ 24,497,982
21,324,423

$ 66,275,126

$ 45,822,405

$ 288,419,225

$ 239,665,358

$ 23,651,274 |

19,393,301

$ 22,066,918
18,598,028

$ 43,044,575

$ 110,109,857
135,264,733

$ 40,664,946

$ 103,283,878
95,716,534

$ 245,374,650

$ 199,000,412

$ 288,419,225

1 $ 239,665,358




N ‘ HOUSE PENSIONS AND RETIREMENT COMMITTEE

AGENDA

Thursday, March 29, 2001
Room 1228, LB
11:00 AM.

Representative Dan Barefoot, Chairing

1 CALL TO ORDER
11. WELCOME

111. INTRODUCTIONS

‘ . IV. BILLS CONSIDERED:

HB 198 REPEAL MOREHEAD CITY FIREMEN'S RETIRE. FUND
' Representative Ronnie Smith

.HB477 REPEAL MARION FIREMEN'S SUPP. RETIRE. FUND
Representative Mitch Gillespie

-~ HB 604 AMEND CHARLOTTE FIREFIGHTERS' RETIREMENT ACT
Representative Martha Alexander

HB 621 REPEAL CARY FIREMEN'S SUPP. RETIRE. FUND
Representative Jennifer Weiss

V. COMMENTS

VI. ADJOURN



MINUTES
HOUSE COMMITTEE ON
PENSIONS AND RETIREMENT

March 29 2001

The House Committee on Pensions and Retirement met on Thursday, March 29,
1002 in Room 1228 of the Legislative Building at 11:00 A.M. The following members
were present: Chairman Dan Barefoot, Chairman Leslie Cox, Vice Chairman Gene
McCombs; Representatives Rogers, Starnes, Tolson, Connie Wilson, Gene Wilson, and
Doug Yongue. Staff Counsel members Stanley Moore, Fiscal Research Division, Karen
Cochrane-Brown and Theresa Matula, Research Division were also in attendance. A
Visitor Registration List is attached and denotes the visitors attending, (Attachment 1).

Representative Barefoot called the meeting to order. He welcomed the visitors
and introduced Sergeant-at-Arms staff, James Worth and Dusty Rose; the Pages, Jessie
Lewis and Melissa Bullock.

Chairman Barefoot explained that the time, and place for this meeting had been
changed since our committee does not have a regular meeting room or a meeting time.
The committee that regularly meets here wanted to schedule a meeting. He asked the
members to watch their e-mail and Representative Cox would notify members of our next

meeting.

The first bill to be considered was House Bill 198-(committee sub) A BILL TO BE
ENTITLED AN ACT TO REPEAL THE MOREHEAD CITY SUPPLEMENTAL
FIREMEN'S RETIREMENT FUND, (Attachment 11), sponsored by Representatlve
Ronnie Smith.

Representative Yongue moved to bring the proposed committee substitute for HB
198 before the committee for consideration, (Attachment IIT). The motion passed.

Representative Smith was recognized to explain the committee substitute. He
stated that Morehead City Local Fire Department has a supplemental firemen's retirement
fund and they would like to replace that section of the session laws of 1973 and create a
new fund that would be administered by a new board under the direction of the State
Firemen's Retirement System. A summary prepared by Ms. Theresa Matula and a fiscal
note prepared by Stanley Moore are included in the attachments,(Attachments IV and V).

Representative Young moved for a favorable report to the proposed committee
substitute #2 which changes the title and an unfavorable report to the committee
substitute #1, (Attachment VI). |

Chairman Barefoot recognized Representative Weiss to explain House Bill 621 A
BILL TO BE ENTITLED AN ACT TO REPEAL THE CARY LOCAL FIREMEN'S
SUPPLEMENTAL RETIREMENT FUND, (Attachment VII).



Representative Wilson moved to bring the proposed committee substitute for
House Bill 621 before the committee for consideration, (Attachment VIII). The motion
carried.

Representative Weiss stated the Cary Firemen's Supplemental Retirement
Fund repeals the Cary Firemen's supplemental fund to bring the funds under the
management of the North Carolina State Firemen's Association and give them more
flexibility.

A summary prepared by Ms. Theresa Matula and fiscal note prepared by
Stanley Moore are included in the attachments, (Attachments X and X).

Representative McCombs moved the proposed committee substitute be
given a favorable report and the original bill be given an unfavorable report. The motion
passed, (Attachment X1).

Representative Gillespie was recognized to explain House Bill 477
(committee sub)- A BILL TO BE ENTITLED AN ACT TO REPEAL THE LOCAL
FIREMEN'S RELIEF FUND OF THE CITY OF MARION, (Attachment XII).

Representative Young moved to bring the proposed committee substitute for HB
477 before the committee for consideration, (Attachment XI11). The motion passed.

Representative Gillespie stated that 55% of the fire departments in North
Carolina have $5,000 in their fund. The fund in Marion has $92,000 in its fund. currently
running a little over $14,000 a year. There are only 15 members that are retired that
receive money The retirees receive a $600 check every Christmas and the fire department
rolls that money back over. This is a very healthy fund. What they would like to do is
provide a $500 or $1,000 scholarship per year for members. This allows the department
to have more flexibility for this program instead of coming through the General
Assembly every year, which takes them a year or two.

In response to Representative Roger's inquiry as to how they made
$14,000 on $92,000 on an annual basis, Representative Gillespie explained that the town
is growing, annexation is coming in, and we received one-half of 1% on the insurance
policies as far as fire and lightning insurance policies. That's why it is needed.

A summary prepared by Ms. Matula and fiscal note prepared by Stanley Moore
are attached, (Attachments XIV and XV).

Representative Yongue moved that the committee substitute bill (#2) be given a
favorable report which changes the title and the committee substitute (#1) be given an
unfavorable report. (Attachment XVI1). The motion carried.

Representative Alexander was recognized to explain HOUSE BILL 604, A BILL
TO BE ENTITLED AN ACT TO AMEND THE LAW ESTABLISHING THE
CHARLOTTE FIREMEN'S RETIREMENT SYSTEM, (Attachment XVII).



Representative Alexander stated that the bill is to amend the Charlotte
Firefighter's Retirement Act. It is self-funded and has a Board of Trustees. What we want
to do is to bring this in compliance with federal laws, also to change the benefits formula
according to the actuarial approval (1.79%) of the payment. The retirement system is
fully absorbed by the system and there's no increased cost to either the participant or to
the city of Charlotte. A summary prepared by Karen Cochrane-Brown and a fiscal note
prepared by Stanley Moore are included in the attachments, (Attachment X V111 and XI1X)

Representative Wilson moved HB 604 be given a favorable report, (Attachment
XX). The motion carried.

Chairman Barefoot stated the committee will meet again next week.
The meeting adjourned 11:20 a.m.

Respectfully submitted,

Representative Daniel W. Barefo
Presiding Chairman

Committee Assistant
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VISITOR REGISTRATION SHEET

PENSIONS AND RETIREMENT March 29,2001

Name of Committee Date
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2001

HOUSE BILL 198

Committee Substitute Favorable 3/7/01
z ! : ..

-

Short Title: Repeal Morehead City Firemen's Retire. Fund. (Local)

Sponsors:

Referred to:

February 22, 2001

A BILL TO BE ENTITLED

‘AN ACT TO REPEAL THE MOREHEAD CITY SUPPLEMENTAL FIREMEN'S

RETIREMENT FUND.
The General Assembly of North Carolina enacts:

SECTION 1. Chapter 360 of the 1973 Session Laws is repealed.

SECTION 2. All funds remaining in the Morehead City Supplemental
Firemen's Retirement Fund are transferred to the Board of Trustees of the Local
Firemen's Relief Fund of the City of Morehead City to be held and administered as
provided in Article 84 of Chapter 58 of the General Statutes.

SECTION 3. This act is effective when it becomes law.
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Attachment 11l

GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2001

HOUSE BILL 198
Committee Substitute Favorable 3/"7,/_0.1 .
$r PROPOSED COMMITTEE-SUBSTITUTE H198-CSST-10 [v.1] —
3/29/2001 9:45:26 AM |

Short Title: Repeal Morehead City Firemen's Retire. Fund. - (Local)

Sponsors:

Referred to:

February 22, 2001

A BILL TO BE ENTITLED
AN ACT TO REPEAL THE MOREHEAD CITY FIREMEN'S SUPPLEMENTAL
RETIREMENT FUND.
The General Assembly of North Carolina enacts:

SECTION 1. Chapter 360 of the 1973 Séssion Laws is repealed.

SECTION 2. All funds remaining in the Morehead City Firemen's
Supplemental Retirement Fund are transferred to the Board of Trustees of the Local
Firemen's Relief Fund of the City of Morehead City to be held and administered as
provided in Article 84 of Chapter 58 of the General Statutes. "

SECTION 3. This act is effective when it becomes law.



Attachment 1V -

"HOUSE BILL 198: »
Repeal Morehead City Firemen's Retire. Fund
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BILL ANALYSIS

.~ Committee: House Pensions and Retirement Introduced by: Representative Smith
Date: March 29, 2001 Summary by:  Theresa Matula
Version: PCS for 2™ Edition Committee Staff

H198-CSST-10 [v.1] ’

SUMMARY: House Bill 198 repeals the Morehead City Firemen's Supplemental
Retirement Fund. : ‘

The PCS, H198-CSST-10 [v.1],corrécts the fund title.

BILL ANALYSIS: v

Section 1 of this bill repeals Chapter 360 of the 1973 Session Laws which provides for the
Morehead City Firemen's Supplemental Retirement Fund. The Board of Trustees of the
Local Firemen's Relief Fund maintains the Morehead City Firemen's Supplemental
Retirement Fund.

Section 2 directs the transfer of all funds remaining in the Morehead City Firemen's
Supplemental Retirement Fund to the Board of Trustees of the Local Fireman's Relief
Fund to be held and administered as provided in Article 84 of Chapter 58 of the General
Statutes.

Section 3 establishes that this act is effective when it becomes law.

8

Legislative Services Office North Carolina General Assembly Research Division, 733-2578



Attachment V

North Carolina General Assembly

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

”. Goldman, Director Gerry F. Cohen, Director ~ James D. Johnson, Director Dennis W. McCarty, Director ~ Terrence D. Sullivan, Director
istrative Division Bill Drafting Division Fiscal Research Division information Systems Division ~ Research Division

Room 9, 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

March 5, 2001

MEMORANDUM
TO: Representative Ronnie Smith
FROM: Stanley Moorg

Fiscal Resear 1vision

SUBJECT: Actuarial/Fiscal Note on House Bill 198
Re: Repeal of the Morehead City Firemen’s Supplemental Pension Fund

' 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: Co-Chairmen, House Committee on Pensions & Retirement
House Principal Clerk

Attachment(s):
Actuarial/Fiscal Note, House Bill 198, March 5, 2001

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER



North Carolina General Assembly

Legislative Services Office George R. Hall, Legislative Services Officer
(918) 733-7044

’ Goldman, Director Gerry F. Cohen, Director ~ James D. Johnson, Director Dennis W. McCarty, Director ~ Terrence D. Sullivan, Director
n

istrative Division Bill Drafting Division Fiscal Research Division Information Systems Division = Research Division
Room 9, 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

March 5, 2001

Representative Jean Preston
Representative Ronnie Smith

North Carolina House of Representative
Raleigh, North Carolina 27601

Re: Actuarial/Fiscal Note (Morehead City Firemen’s Supplemental Retirement Fund)

Dear Representatives Preston and Smith:

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: Repeal of the Morehead City Firemen's
Supplemental Retirement Fund.

A reliable estimate of the financial and actuarial effects of the foregoing proposal is as
follows: The Morehead City Firemen's Supplemental Retirement Fund is presently
financed by the transfer of all funds in excess of $5,000 from the City of Morehead City
‘Firemen's Local Relief Fund. This Retirement Fund presently provides supplemental
retirement benefits to those retired firemen who are age 55 with 30 or more years of
service. The supplemental benefit is equal to one dollar ($1.00) for each full year as a

fireman of the City.

With this repeal, all funds will be transferred from the Morehead City Firemen's
Supplemental Retirement Fund back to the City of Morehead City Firemen's Local Relief
Fund to be used as allowed by G. S. 58-84-35.

Actuarial Endorsement: Sincerely,
(Mol 1) g ) o S”“&"j W\““\
Charles W. Dunn Stanley Moore .
Consulting Actuary Fiscal Analyst
Raleigh, North Carolina Fiscal Research Division
_ ACTUARIAL NOTE

e.&Exact.Gopyot Origiing:

fru
Certified B@k%_)ﬁmp
ate:_3 ~ -
Legislative Fiscal Reseearch el




2001 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

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

X Committee Substitute for
HB. 198 A BILL TO BE ENTITLED AN ACT TO REPEAL THE MOREHEAD CITY
SUPPLEMENTAL FIREMEN'S RETIREMENT FUND.

[] With a favorable report.

[] With a favorable report and recommendation that the bill be re-referred to the Commlttee 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 [] .

X with a favorable report as to committee substitute bill (# 2 ), X which chahges the title,
unfavorable as to teriginal-btl)-(Committee Substitute Bill # /  <)-¢emdepecommmremndation
that.th&eommxttee-subst}mte»bm#wm)*be'remefexred’fﬁ'fﬁé"CB"xmﬁTﬁe'e"orr--m)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.

I:I 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 mat:erial.
[] withan unfavorable report, with a Minority Report attached. |

[ Without prejudice. '

[C] With an indefinite postponement repdrt.

(] withan indcfmite postponement report, with a Minority Report attached.

(] With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
2/15/01

‘ | g Attachment VI

.
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Attachment V11

GENERAL ASSEMBLY OF NORTH CAROLINA .

SESSION 2001
H 1
HOUSE BILL 621

Short Title: Repeal Cary Firemen's Supp. Retire. Fund. + (Local)

Sponsors:  Representatives Weiss; and Miner.

Referred to: Pensions and Retirement.

March 15, 2001

A BILL TO BE ENTITLED
AN ACT TO REPEAL THE CARY LOCAL FIREMEN'S SUPPLEMENTAL
RETIREMENT BENEFIT FUND.
The General Assembly of North Carohna enacts: \
SECTION 1. Chapter 159 of the 1985 Session Laws, as amended by

'Chapter 924 of the 1989 Session Laws and by Chapter 147 of the 1991 Sessmn Laws, is.

repealed.
SECTION 2. This act is effective when it becomes law.
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Attachment V1l

GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2001

HOUSE BILL 621 .
PROPOSED COMMITTEE SUBSTITUTE H621-CSST-7 [v.1]

3/27/2001.11:47:39 AM

Short Title: Repeal Cary Firemen's Supp. Retire. Fund. | (Local)

Sponsors:

Referred to:

March 15, 2001

A BILL TO BE ENTITLED
AN ACT TO REPEAL THE CARY LOCAL FIREMEN'S SUPPLEMENTAL
RETIREMENT BENEFIT FUND.

The General Assembly of North Carolina enacts: ‘

SECTION 1. Chapter 159 of the 1985 Session Laws, as amended by
Chapter 924 of the 1989 Session Laws and by Chapter 147 of the 1991 Session Laws, is
repealed. :
SECTION 2. All funds remaining in the Cary Local Firemen's
Supplemental Retirement Benefit Fund are transferred to the Board of Trustees of the
Local Firemen's Relief Fund of the Town of Cary to be held and administered as
provided in Article 84 of Chapter 58 of the General Statutes.

'SECTION 3. This act is effective when it becomes law.



Attacl;menf IX -

PCS FOR HOUSE BILL 621:
Repeal Cary Firemen's Supp. Retire. Fund.

i / PN ‘:‘l"v,
. BILL ANALYSIS

* Committee: House Pensions and Retirement Introduced by: Representatives Weiss and
Date: March 29, 2001 Miner
Version: PCS for 1% Edition Summary by: Theresa Matula
H621-CSST-7 [v.1] Committee Staff

SUMMARY: House Bill 621 repeals the Cary Local Firemen's Supplemental Retirement
Benefit Fund.

Proposed Committee Substitute H621-CSST-7 [v.1], adds a section to address the transfer of all
remaining funds in the Cary Local Firemen's Supplemental Retirement Benefit Fund.

.
'

BILL ANALYSIS:

" Section 1 of this bill repeals Chapter 159 of the 1985 Session Laws, as amended by
Chapter 924 of the 1989 Session Laws and by Chapter 147 of the 1991 Session Laws.
These Session Laws established the Local Supplemental Retirement Benefit Fund for the

ire Department of the Town of Cary, also known as the Cary Local Firemen's
Supplemental Retirement Benefit Fund. The Cary Local Firemen's Supplemental

Retirement Benefit Fund is administered by a board composed of the members of the

trustees of the Local Firemen's Relief Fund of the Town of Cary

Section 2 directs the transfer of all funds remaining in the Cary Local Firemen's
Supplemental Retirement Benefit Fund to the Board of Trustees of the Local Firemen's
Relief Fund of the Town of Cary to be held and administered as provided in Article 84 of
Chapter 58 of the General Statutes.

Section 3 establishes that this act is effective when it becomes law.

8

Legislati?e Services Office North Carolina General Assembly Research Division, 733-2578



Attachment X . '

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

’ Goldman, Director Gerry F. Cohen, Director ~ James D. Johnson, Director Dennis W. McCarty, Director ~ Terrence D. Sullivan, Director
9

trative Division Bill Drafting Division Fiscal Research Division Information Systems Duvusmn Research Division
: , 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) 733-4910 (919) 733-6834 - (919) 733-2578

March 28, 2001

MEMORANDUM

TO: Representative Jennifer Weiss

FROM: Stanley MoozsdV

Fiscal Research Division

SUBJECT: Actuarial/Fiscal Note on House Bill 621
Repeal of the Cary Firemen’s Supplemental Pension Fund

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:  Representatives Barefoot & Cox; Co-chairmen, House Committee on Pensions &

Retirement
House Principal Clerk

P

]

Attachment(s):
Actuarial/Fiscal Note, House Bill 198, March 27, 2001

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER



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

' Goldman, Director Gerry F. Cohen, Director ~ James D. Johnson, Director Dennis W. McCarty, Director ~ Terrence D. Sullivan, Director
S

trative Division Bill Drafting Division Fiscal Research Division Information Systems Division  Research Division
9, 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

March 27, 2001

Representative Jennifer Weiss
North Carolina House of Representative
Raleigh, North Carolina 27601

Re: Actuarial/Fiscal Note (Cary Local Firemen’s Supplemental Retirement Benefit Fund)

Dear Representative Weiss:

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: Repeal of the Cary Local Firemen's Supplemental

' Retirement Benefit Fund.

A reliable estimate of the financial and actuarial effects of the foregoing proposal is as
follows: The Cary Firemen's Supplemental Retirement Benefit Fund is presently financed
by the transfer of all income resulting from investments of funds from the City of Cary
Firemen's Local Relief Fund. The Retirement Fund presently provides supplemental
.retirement benefits to those retired voluntary firemen who are age 55 with 20 years of
service and to those full-time firemen with 30 years of service (15 of those years with the
City of Cary) and who were age 55. One share is allowed for each year of service with the

maximum benefit of $1,800 per year.

With this repeal, all funds will be transferred from the Cary Local Firemen's
Supplemental Retirement Benefit Fund back to the City of Cary Firemen's Local Relief
Fund to be used as allowed by G. S. 58-84-35.

Actuarial Endorsement: Sincerely,
Charles W. Dunn Stanley Moore
Consulting Actuary Fiscal Analyst

. Raleigh, North Carolina Fiscal Research Division

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER



Attachment X|

2001 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative(s) Barefoot and Cox (Chair/Chairs) for the Committee on PENSIONS
AND RETIREMENT. '
(] Committee Substitute for
HB. 621 ABILL TO BE ENTITLED AN ACT TO-REPEAL THE CARY LOCAL
- FIREMEN'S SUPPLEMENTAL RETIREMENT BENEFIT FUND. !

[] 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 [] - .

X With a favorable report as to committee substitute bill ¢¢——, [J-whieh-changes-the-title,
unfavorable as to £original billy (Eommittee Substitute Bitlk#——(and-recommendatton

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

[] Withan 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 bili to be material.
(] With an unfavorable report, with a Minority Report attached.

] Without prejudice.

[] With an indefinite postponement report.

.D With an indefinite péstponement report, with a Minority Report attached.

[J With recommendation that it be adopted. (HOUSE RESOLUTION ONLY) '
2/15/01



Attachment XII .

GENERAL ASSEMBLY OF NORTH CAROLINA

. SESSION 2001 ;
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. HOUSE BILL 477
| Committee Substitute Fayorable 3/20/01

Short Title: _Repeal Marion Firemen's Supp. Retire. Fund. (Local)
Sponsors:
Referred to:
March 5, 2001
A BILL TO BE ENTITLED

AN ACT TO REPEAL THE LOCAL FIREMEN'S RELIEF FUND OF THE CITY OF
MARION.

The General Assembly of North Carolina enacts:

SECTION 1. Chapter 26 of the 1979 Session Laws is repealed

SECTION 2. All funds remaining in the City of Marion Supplemental
Firemen's Retirement Fund are transferred to the Board of Trustees of the City of
Marion Local Firemen's Relief Fund to be held and administered as provided in Article
84 of Chapter 58 of the General Statutes.

'SECTION 3. This act is effective when it becomes law.
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HOUSE BILL 477
Committee Substitute Favorable 3/20/01
# “PROPOSED COMMITTEE SUBSTITUTE H477-PCS6187-ST-9

Short Title: Repeal Marion Firemen's Supp. Retire. Fund. (Local)

Sponsors:
.Referred to: _
March 5, 2001
A BILL TO BE ENTITLED

AN ACT TO REPEAL THE MARION FIREMEN'S SUPPLEMENTAL
RETIREMENT FUND.
The General Assembly of North Carolina enacts:
SECTION 1. Chapter 26 of the 1979 Session Laws is repealed.
SECTION 2. All funds remaining in the Marion Firemen's Supplemental
Retirement Fund are transferred to the Board of Trustees of the Local Firemen's Relief .

" Fund of the City of Marion to be held and administered as provided in Article 84 of

Chapter 58 of the General Statutes.
SECTION 3. This act is effective when it becomes law.
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HOUSE BILL 477:.
Repeal Marion Firemen's Supp. Retire. Fund.

' BILL ANALYSIS

.+~ Committee: House Pensions and Retirement Introduced by: Representative Gillespie
Date: March 29, 2001 Summary by: Theresa Matula
Version:  PCS for 2™ Edition Committee Staff

H477-CSST-9[v.1]

A UMMARY House Bill 477 repeals the Marion Firemen's Supplemental Retirement
Fund.

The PCS, H477-CSST-9 [v.1], corrects the fund title.

BILL ANALYSIS: ‘ e

Section 1 of this bill repeals Chapter 26 of the 1979 Session Laws which provide a
supplemental retirement fund for firemen in the City of Marion. The Board of Trustees of
the Local Firemen's Relief Fund of the City of Marion maintain the Marlon Firemen's
Supplemental Retirement Fund. | |

'Section 2 directs the transfer of all funds remaining in the Marion Firemen's Supplemental
Retirement Fund to the Board of Trustees of the City of Marion Local Firemen's Relief
Fund to be held and administered as provided in Article 84 of Chapter 58 of the General
Statutes.

Section 3 establishes that this act is effective when it becomes law.

8

Legislative Services Office North Carolina General Assembly Research Division, 733-2578
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George R. Hall, Legislative Services Officer
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. Goldman, Director
trative Division

9, Legistative Building
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Dennis W. McCarty, Director
Information Systems Division
Suite 400, LOB

300 N. Salisbury St.

Raleigh, NC 27603-5925

James D. Johnson, Director
Fiscal Research Division
Suite 619, LOB

300 N. Salisbury St.
Raleigh, NC 27603-5925

Gerry F. Cohen, Director
Bill Drafting Division
Suite 401, LOB

300 N. Salisbury St.
Raleigh, NC 27603-5925

(919) 733-7500 (919) 733-6660 (919) 733-4910 (919) 733-6834
March 13, 2001
MEMORANDUM
TO: Representative Mitch Gillespie
FROM: Stanley Moor§ /V\V
Fiscal Research D1 ision
SUBJECT: Actuarial/Fiscal Note on House Bill 477

Re: Repeal of the Marion Firemen’s Supplemental 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: Co-Chairmen, House Committee on Pensions & Retirement
House Principal Clerk

Attachment(s):
Actuarial/Fiscal Note, House Bill 477, March 12, 2001

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER
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’* North Carolina General Assembly

Legislative Services Office George R. Hall, Legislative Services Officer

(919) 733-7044

1

trative Division

9, Legislative Building
. Jones Street

Raleigh, NC 27603-5925
(919) 733-7500

Dennis W. McCarty, Director
Information Systems Division
Suite 400, LOB

300 N. Salisbury St.

Raleigh, NC 27603-5925
(919) 733-6834

James D. Johnson, Director
Fiscal Research Division
Suite 619, LOB

300 N. Salisbury St.
Raleigh, NC 27603-5925
(919) 733-4910

Gerry F. Cohen, Director
Bill Drafting Division
Suite 401, LOB

300 N. Salisbury St.
Raleigh, NC 27603-5925
(919) 733-6660

Goldman, Director
Research Division

Suite 545, LOB
300 N. Salisbury St.

(919) 733-2578

March 12, 2001

Representative Mitch Gillespie

North Carolina House of Representative
Legislative Building, Room 1201
Raleigh, North Carolina 27601

Re: Actuarial/Fiscal Note (Marion Firemen’s Supplemental Retirement Fund)

Dear Representative Gillespie:

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: Repeal of the Marion Firemen's Supplemental
Retirement Fund.

A reliable estimate of the financial and actuarial effects of the foregoing proposal is as
follows: The Marion Firemen's Supplemental Retirement Fund is presently financed by
the transfer of all funds in excess of $50,000 from the City of Marion Firemen's Local

. Relief Fund. This Retirement Fund presently provides supplemental retirement benefits

to those retired firemen, whether volunteer or paid, who are age 55 with 20 or more years
of service. The benefit is calculated by dividing the amount of assets by the total shares
with a maximum annual benefit of $600.00.

With this repeal, all funds will be transferred from the Marion Firemen's Supplemental
Retirement Fund back to the City of Marion Firemen's Local Relief Fund to be used as

allowed by G. S. 58-84-35. B

Terrence D. Sullivan, Director

Raleigh, NC 27603-5925

Actuarial Endorsement:

Charles W. Dunn

Consulting Actuary
Raleigh, North Carolina

Sincerely,

S‘\L&R W
Stanley Moore

Fiscal Analyst
Fiscal Research Division

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER



Attachment XVI.

2001 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative(s) Barefoot and Cox (Chair/Chairs) for the Comm1ttee on PENSIONS
AND RETIREMENT.

X Committee Substitute for

H.B. 477 A BILL TO BE ENTITLED AN ACT TO REPEAL THE LOCAL FIREMEN'S
RELIEF FUND OF THE CITY OF MARION.

(] With a favorable report.

E] 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
Cormmittee on Appropriations [_] Finance [] .

X With a favorable report as to committee substitute bill (# «2- ), ){] which changes the title,
unfavorable as to (ertgiral-bilh-(Committee Substitute Bill # / ),-(-ané—reeemmd&t»ren
that.the.committeersubstitutebillffwemem)be-re-referred-te-the-Committeerer In

(] 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.

[C] 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.

D, 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.

Il Witﬁ an indefinite postponement report, with a Minority ~Report attached.

(] With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
A 2/15/01
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‘Attachment XVII

GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2001
H 1
HOUSE BILL 604*
Short Title: Amend Charlotte Firefighters' Retirement Act. (Local)

Sponsors:  Representative Alexander.

Referred to: Pensions and Retirement.

March 14, 2001

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, Chapter 640 of the 1993 Session
Laws, and S.L. 1999-100, 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.

(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
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€)

(3a)

(4)
()

(6)

()

(8
(8a)
)

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 '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 reportable on Form W-2
earned by a Member for services performed as an employee of the
Charlotte Fire Department and-for-which-contributions-are-made-to-the
Systemprior to any reductions pursuant to sections 125, 401(k).
402(k), 402(e)(3). 414(h)(2), and 457 of the Internal Revenue Code.

Compensatlon shall mclude eempeﬁsa&en—reeewed—duﬁﬁg—ehe

House Bill 604 - First Edition
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(9a)
(10)
(11)

Ceode:payments for unused sick and vacation days. longevity
payments, bonus payments, and merit increases. For the purpose of
calculating a Member's Final Average Salary, anylump-sum-payments

) - h antrih - a a

AN

earned-(1) payments for unused sick and vacation days shall be
included as Compensation to the extent that the vacation and sick days
for which payments are made could have accrued during two Plan
Years of the Member's last five years of Membership Service. and (ii)
pavments for longevity shall be included as Compensation to the
extent such payments were made during two Plan Years of the
Member's last five years of Membership Service.

In addition to the other applicable limitations set forth in this Act,
and notwithstanding any other provision of this Act to the contrary, for
Plan Years beginning on or after January 1. 1996, the annual
Compensation of each Member taken into account under the Act shall
not exceed the OBRA '93 annual compensation limit. The OBRA '93
annual compensation limit is one hundred fifty thousand dollars
($150.000), as adjusted by the Commissioner for increases in the cost
of living in accordance with section 401(a)(17)(B) of the Internal
Revenue Code. The cost of living adjustment in effect for a calendar
year applies to_any period not exceeding 12 months over which
Compensation is determined (‘the determination period") beginning in
each calendar vyear. If a determination period consists of fewer than 12

months, the OBRA '93 annual compensation limit will be multiplied
by a fraction. the numerator of which is the number of months in the

determination period, and the denominator of which is 12. If
Compensation for any prior determination period is taken into account
in determining a Member's benefits accruing in the current Plan Year,
the Compensation for that prior determination period is subject to the
OBRA '93 annual compensation limit in effect for that prior
determination period. For this purpose, for determination periods
beginning before the first day of the first Plan Year beginning on or
after January 1. 1996, the OBRA '93 annual compensation limit is one
hundred fifty thousand dollars ($150.000).

'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 Faly1;-3999;
July 1, 2001, unless otherwise specified herein.

'Final Average Salary' means the monthly average Compensation
received by a Member during any two consecutive yearsPlan Years of
Membership Service which produces the highest average and is

House Bill 604 - First Edition Page 3
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(12)

(13)

(14)

(15)

(16)

(17)
(17a)

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. Effeeﬂ**e—J&l—y——l———l—%Q—}f—ﬂae—Member—s

Semee—For the purpose of calculatmg a Members Fmal Average

Salary, (i) payments for unused sick and vacation days shall be
included as Compensation to the extent that the vacation and sick days
for which payments are made could have accrued during two Plan
Years of the Member's last five years of Membership Service, and (ii)
payments for longevity shall be included as Compensation to the
extent such payments were made during two Plan Years of the
Member's last five years of 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

House Bill 604 - First Edition
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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.

(18) 'Retiree' means any person who retires with a retirement benefit
payable by the System.
(19) 'Retirement System' or 'System' means the Charlotte Firefighters'

Retirement System.

(20) '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.

(20a) 'Trustee' means any individual member of the Board of Trustees of the

Charlotte Firefighters' Retirement System, as specified in Section 29 of

this act.

(21) '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
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

' ' ibati %)-twelve and sixty-five
hundredths percent (12.65%). 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 contributions pursuant to the provisions of this act.

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

House Bill 604 - First Edition Page 5
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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.
Notwithstanding any other provision of this section, effective December 12, 1994, this
act shall at all times be construed and enforced according to the requirements of the
Uniformed Services Employment and Reemployment Rights Act of 1994.

Sec. 7. Purchase of Membership Service Credit for Prior Active Military Duty.
Effective July 1, 1999, Membership Service Credit for prior active military duty may be
purchased upon the completion of five years of Membership Service 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 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 authority to determine such period.

TITLE III. 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 contributions made by the

Page 6 House Bill 604 - First Edition
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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 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 contributions as provided in this act.

(b) If such a former Member dies within five years after termmatmg 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, 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 altemnative 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- respeets-asin-Section
10-of this-act:plus interest compounded annually at a rate of four percent (4%) per vear,
with the right reserved to the Board of Trustees to set a different rate from time to time.
The former Member shall not be entitled to any contributions made on the Member's
behalf by the City of Charlotte under the provision of Section 25 of this Act or to any
interest on such contributions.

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.

House Bill 604 - First Edition Page 7
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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; any hardship distribution described in section
401(k)(2)(B)(I)IV): 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) 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'

44 Retirement System.
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TITLE IV. BENEHTSBENEFITS.

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, 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 provisions of
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 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 ($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.

(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
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Retiree shall have nominated by written designation duly executed and filed with the
Board of Trustees prior to retirement but not thereafter.

(¢)  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 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 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 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.

(1) 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 1S 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
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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 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.

(c)  Effective July 1, 1999, upon retirement pursuant to the provisions of this
section, a Member shall receive a monthly benefit equal to the greater of seventy-eight
percent (78%) of Final Average Salary or two and six-tenths percent (2.6%) of Final
Average Salary multiplied by his Membership Service Credit, not to exceed 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 ($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 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.

(@) 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
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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, 1999, upon retirement pursuant to the provisions of this
section, a Member shall receive a monthly benefit equal to 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 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 ($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. 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. Death Benefits.

(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 on his behalf; plus, twe-and-five-tenths-pereent-(2:5%)
interest compounded annually at the rate of four percent (4%) per year 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. The Board of Trustees
has the right to set a different interest rate from time to time. However-the-tvo-and-five-
tenths-pereent-(2-5%)-interest 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
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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 payabie
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 on his behalf; plus, twe-and-five-tenths-percent-{2-5%)-interest
compounded annually at the rate applicable to subsection (a) of this section 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-twe-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—353989%July 1. 2001, the Board of Trustees shall make an

annual bonus payment 1n the month of J anuary fellewmg—an—aﬂﬁual—ae{uaﬂa:l—vamaﬂeﬂ

by-the-aetuary-erupon receipt of a fiscal note prepared by the actuary demonstrating that

the Retirement System could support such payment in an actuarially sound manner.
Such fiscal note, at a minimum, shall evaluate the effect that granting the bonus
payment will have on the amortization period, the level of unfunded accrued liabilities,

and the annual required contributions. The total amount to be distributed shall be
recommended by the actuary but in all events shall not exceed the aggregate monthly
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benefit benefits of the Retirees eligible for the-beonus-shall-be-distributed- bonus. 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 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 July 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
plas-five-percent(5%)twelve and sixty-five hundredths percent (12.65%).

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
Members Compensation multiplied by—ﬂae—sum—eﬁ-the—thea—emeat_—see}al—seeuﬂty

; twelve and sixty-five hundredths percent
(12.65%) for each and every payroll of such Member.
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(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.

(¢)  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 eamed 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 ther-eurrent-seeial
security-contributionrate-plusfive percent(5%)-contribution rate established in Section
24 of this act.

(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
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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, 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.

(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 Subsection 29(a) and the Retiree Trustee as provided for in 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.
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(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 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.

Sec. 34. Officers of System. (a) The Chairman of the Board, named pursuant to the
provisions of 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 respons1ble for the
recording and certifying of the record of proceedings.

(¢)  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 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

House Bill 604 - First Edition Page 17
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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 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 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 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

subsectlon a quahﬁed Actuary shall be aa—Aet&m&ae—has—beeﬂ—eﬂfeHed—by—the—Jemt
ﬂae—eeafefeﬂee—ef—Aemaﬂes—m—Pubhe—Pfae&eean associate or fellow of the Soc1etv of

Actuaries and either a member of the Conference of Consulting Actuaries 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 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.

Page 18 House Bill 604 - First Edition
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(¢) 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.

(¢) 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.

() 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 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. 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.

House Bill 604 - First Edition Page 19



[
S OO0~V A WK -~

ﬁ.h.b-hAwwwwwwwwmeNNMNNNNNNH)—-v—*'—!v—-'r—-v—-r—-r--
WL OWOITOAUNMDBUWLWNMFEREOWVWOONAUMPBLUWNECFRFOOO-IANAWVHEWLIN—

GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 2001

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 Seetion-36(d)-Section 36
(d) of this act.

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 Seetion—36(ab)-Section 36(al) of this act. 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 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 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,
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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)
@)

€)

(4)
)

(6)

()
(8)

Discharge its duties solely in the interest of the Participants and the
Beneficiaries;
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;
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 System; and

May utilize the services of Investment Fiduciaries to manage the assets

of the System. These Investment Fiduciaries shall be subject to the
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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:

Page 22

(1)

)

€)

4

&)

No part of the funds contributed to the Retirement 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
as authorized by the provisions of this aet:act, provided that in the
event of the termination of the Retirement System, the City shall
receive any surplus funds or assets after all liabilities of the Retirement
System are satisfied.

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.

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
mamtamed by the C1ty, shall not exceed the amount as-prev*ded—m—ﬂa&s

would-produce-the—highest-such—average-permitted by section

415 of the Internal Revenue Code.
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

House Bill 604 - First Edition
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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 Participant's surviving spouse for purposes of
applying this paragraph.
TITLE X. MISCELLANEOUS.
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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
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, 2001.
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HOUSE BILL 604:
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BILL ANALYSIS

Committee: House Pensions and Retirement Introduced by: Rep. Alexander
Date: March 29, 2001 Summary by: Karen Cochrane Brown

Version: First Edition Committee Counsel

SUMMARY:

House Bill 604 makes various amendments to the Charlotte Firefighters' Retirement System Act,
including changes to the definition of the term "Compensation", and increases in the rate of interest
paid on the return of member and beneficiaries contributions.

CURRENT LAW:

The Charlotte Firefighters' Retirement System Act is an actuarially funded defined benefit plan that was
enacted in 1947. The System provided retirement, disability and survivor benefits to certain employees of
the Charlotte Fire Department. Members of the Charlotte Firefighters' Retirement System are not eligible
for membership in the Local Governmental Employees' Retirement System.

BILL ANALYSIS:
This bill makes various changes to the law governing the Charlotte Firefighters' Retirement System,
including:

1. Revising the definition of the term "compensation" to mean reportable W-2 wages prior to any

. reductions for various employee benefit programs, deferred compensation and employee
contributions authorized by the Internal Revenue Code. The definition also conforms to the IRS

requirements for maximum compensation allowed.

2. Amending the definition of "Final Average Salary" to include up to two years of unused sick and
vacation leave and payments for longevity to the extent payments were made during two of the
member's last five years of service.

3. Removing the reference to social security contributions in all provisions relating to member and
employer contributions and setting the contribution rate at 12.65%.

4. Increasing the rate of interest paid on the return of member contribution for members who leave
the System with more than five years from 0 to 4%, and the rate paid at the death of a member

from 2.5% to 4%.

5. Revising the language authbrizing post-retirement adjustments to be made as recommended by the
actuary subject to a maximum of an eligible retiree's aggregate monthly benefit.

This act would become effective July 1, 2001.

Légifs.l_qtive‘Sé}jvices Oficc. . - North Carolina Général Assér;xbly L | "Research Division, 733-2578
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March 27, 2001

MEMORANDUM
| TO: | Representative Martha Alexander
FROM: Stanley Moorg§ M./

F isca_l Research Division
SUBJECT: Actuarial Note on House Bill 604
Re: Charlotte Fireﬁghter’s Retirement Act

‘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.

c'ci Representatives Barefoot & Cox; Co-chairmen, House Committee on Pensions &

Retirement
House Principal Clerk

Attachment(s):

(1) Legislative Actuarial Note

(2) Actuarial Note, Buck Consultants, March 22, 2001

3 Actuarial Note. Hartman & Associates, March 17, 2001

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER



NORTH CAROLINA GENERAL ASSEMBLY
LEGISLATIVE ACTUARIAL NOTE’
RETIREMENT

BILL NUMBER: House Bill 604

SHORT TITLE: Amend Charlotte Firefighter’s Retirement Act
SPONSOR(S): Representative Martha /ilé_xander

SYSTEM OR PROGRAM AFFECTED: Charlotte Firemen'’s Retirement System
FUNDS AFFECTED: City of Charlotte Funds |

BILL SUMMARY: '
(1) Defines “Compensation” as reportable W-2 wages prior to any reductions for several different Deferred

Compensation type programs allowed by the Internal Revenue Codes. Complies with the Internal
Revenue Code as to the maximum compensation allowed.

(2) Includes in definition of “Compensation” up to 24 days of unused sick leave.

(3) Increases the interest rate that is paid on return of contribution to a member or to a beneficiary of a

member from 2.5% to 4%.

FFECTIVE DATE: July 1, 2001

ESTIMATED IMPACT ON CITY OF CHARLOTTE: System Actuary Buck Consultants estimates
the cost of this legislation will be 1.79% of payroll. This cost can be funded by extending the funding period

for the unfunded liability within acceptable ranges as needed.
2001-02 2002-03 2003-04 2004-05 2005-06

Estimated Cost $592,490 $592,490 $592,490 $592,490 $592,490

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 June 30, 2000 actuarial
valuation of the fund. The data included 780 active members and 394 retired members in receipt of annual
pensions totaling $12.6 million. Significant actuarial assumptions used include (a) an investment return rate of
7.75%, (b) the UP 1984 Mortality Table for deaths after retirement, (c) salary increases ranging from 4.75% to
7.75% per year for active members, (d) rates of separation from active service based on experience and (e)
estimated payroll for active members of $33.1 million. The actuarial cost method used was the entry age
normal cost method. Detailed information conceming 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 Consultants Inc.
‘ General Assembly Actuary - Hartman & Associates, LL.C



FISCAL RESEARCH DIVISION 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

"REPARED BY:  Stanley Mooﬁé_ﬁ? ///r‘*«

APPROVED BY: James D. Johnson

DATE: March 26, 2001



' ) MAR 22 @ ) )
R22°e1 12:@8 FR TO 917943366101  P.02/02

BUCK o
CONSULTANTS

200 Galleria Parkway, N.W.  Suite 1200
- Atznta, Georgia 30339-5945
March 22, 2001

Ms. Barbara J. Avard

Administrator

Charlotte Firefighters’ Retirement System
Charlotte National Building

428 East Fourth Street, Suite 205
Charlotte, NC 28202

Dear Barbara:

As requested, we are summarizing the cost of the pending legislation to the Act governing the Charlotte
Firefighters’ Retirement System. .

Currently, a member who terminates with five or more years of membership service credit may clect a
return of his own contributions in lieu of a monthly benefit deferred to age 60. Under the pending
legislation, the member would also be entitled to 4% interest, compounded annually, on these
contributions if he elects the refund. Our actuarial calculations use the assumption that all such members
will elect the deferred benefit in lieu of the refund, so there would be no cost assumed for the proposal.

. Also, under the pending Jegislation, beneficiaries of members who die prior to retirement eligibility would
now receive interest of 4% a year on the deceased member’s contributions rather than 2.5% a year. The

effect of this change is an increase of .16% of payroll.
Finally, under the pending legislation, the definition of compensation for determining Final Average
Salary would include up to 24 unused sick days rather than up to 4.8 such days that are currently

included. The cost of this change, assuming everyone qualifies for the maximum 24 days, is expected to
be 1.63% of payroll.

The total cost of the pending legislation, therefore, is expected to be 1.79% of payroll. This cost can be
funded by extending the funding period for the unfunded liability within acceptable ranges as peeded.

Please let us know if you have any questions or comments.

Very truly yours,

Edward A. Macdonald
Principal and Consulting Actuary

. Buck Consultants, lne. - - -~ -~ -

7701955-2488 Fax 7701833-8336



HARTMAN & ASSOCIATES, LLC
ACTUARIAL CONSULTING

ARK V. HARTMAN, FSA, MAAA, MCA, EA

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

March 17, 2001 : -

Mr. Stanley Moore

Fiscal Research Division

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

Re: House Bill 604: An Act to Amend the Law Establishing the
Charlotte Firemen’s Retirement System

Dear Mr. Moore:

This ‘act amends Chapter 926 of the 1947 Session Laws, as amended,
to-make various changes®to the.Charlotte Firemen’s Retirement
System. This act is effective July 1, 2001.

Retirement System to comply with amended provisions of the
Internal Revenue Code. The act also modifies various benefit
provisions in -the retirement system. These include:

‘ Certain provisions -of this act modify the Charlotte Firemen’s

. adding interest at 4% per year on a member’s contributions
if he elects such a refund in lieu of a retirement income;

*  increasing the interest credited on the refund of
contributions of a deceased member from 2.5% to 4%; and,

. including up to 24 days unused sick leave in the definition

of compensation used to determine Final Average Salary.
These provisions of this act may generate a cost to the plan.
However, we do not have the demographic data on plan participants
needed to calculate such cost. Thus, no estimate is made for the
financial impact of this act.
If you have any questions, please let me know.
Slncerely,

Mok b

Mark V. Hartman, - FSA, 'MAAA, MCA, EA

. Consulting Actuary-*
MVH/mt . ,



Attachment XX -

2001 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

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

] Committee Substitute for
H.B. 604 ABILL 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 [} Ol

(L] 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.

E] 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.
(] withan 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)
2/15/01



MINUTES
HOUSE COMMITTEE ON
PENSIONS AND RETIREMENT

April 4, 2001

The House Committee on Pensions and Retirement met on Wednesday, April 4,
2001, in Room 415 of the Legislative Office Building at 12 Noon. The following
members were present: Chairman Dan Barefoot; Chairman Leslie Cox; Vice-Chairman
Gene McCombs; Representatives Easterling, Hensley, Morgan, Oldham, Rogers,
Shubert, Starnes, Tolson, and Gene Wilson. Stanley Moore, Fiscal Research, and
Theresa Matula, Research Division, were also in attendance. A Visitor Registration list is
attached and made part of these minutes.

Chairman Cox called the meeting to order. He recognized Representative
Harrington to explain HB777 — A BILL TO BE ENTITLED AN ACT TO REPEAL THE
GASTONIA FIREMEN’S SUPPLEMENTARY PENSION FUND. He stated the bill
was requested by Resolution from the City of Gastonia. A copy of the bill, the
Resolution from the City of Gastonia, fiscal note, and the bill summary are attached and
made part of these minutes. Representative Rogers made a motion that the bill be given a
favorable report; motion carried.

Chairman Cox recognized Representative Tucker to explain HB81 — A BILL TO
BE ENTITLED AN ACT TO INCREASE THE DEATH BENEFIT FOR MEMBERS
OF THE LOCAL GOVERNMENTAL EMPLOYEES’ RETIREMENT SYSTEM.
Representative Tucker stated this is a bill to bring equalization between local government
employees and state employees. Currently the benefit for local governments who have
chosen to have death benefits is equal to the employee’s annual salary not to exceed
$20,000. The death benefit for a state employee is one-year salary with a minimum of
$25,000, a maximum of $50,000. Representative Tucker said that Buck Consultants
stated there are sufficient assets in the plan to provide this benefit increase without an
increase in the death benefit rate paid by local units that have elected the death benefit
coverage. Those governmental units that have not elected the death benefit coverage
would have to pay the additional cost if they do choose to add this coverage. A copy of.
the bill, fiscal note, and bill summary are attached and made part of these minutes.

Chairman Cox recognized Mr. Stanley Moore, Fiscal Research Division, to
further explain the bill. He reiterated that the death benefit for teachers and state
employees who have one year of service is one-year salary with a minimum of $25,000
and a maximum of $50,000. For local employees the death benefit is equal to one-year
salary with a maximum of $20,000.

Chairman Cox recognized Representative Gene Wilson who made a motion to
give the bill a favorable report with recommendation that the bill be re-referred to the
Committee on Appropriations; motion carried.



Representative Hensley was recognized to explain HB4 — A BILL TO BE
ENTITLED AN ACT TO ALLOW LAW ENFORCEMENT 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. Representative Hensley introduced Chief Tom
Moss from Garner, NC; Sheriff Earl Butler from Fayetteville, NC; and US Marshal
Tucker. A copy of the bill, fiscal note, and bill summary are attached and made a part of
these minutes. Also attached and made a part of the minutes is a copy of the remarks
made by Representative Hensley.

Chairman Cox recognized Mr. Stanley Moore who said the increased cost to the
Teachers’ and State Employees’ Retirement System would be approximately $3.4 million
the first year going up to approximately $5.5 million. The cost to local governments
would be approximately $9.4 million the first year going up to approximately $16
million.

In answer to a question from Representative Morgan, Representative Hensley
stated that a police officer’s lifespan is about 59 years, or about five years after
retirement. He said the reduced lifespan is brought on by stress which contrlbutes to
other health problems.

Mr. Andy Romanet, NC League of Municipalities; and Mr. Ed. Regan, NC
Association of County Commissioners, each oppose special benefits for special classes of
employees. They added that it would also place an additional financial burden on local
governments.

Representative Hensley was recognized and stated that his research indicates the
cost to the various counties and cities in North Carolina would range from zero in very
small towns to from .09% to 1.1% of the police budget — not the entire city or county
budget — in larger cities, towns, and counties.

Representative Cox recognized several visitors for public comment. Earl Butler,
Sheriff, Cumberland County, speaking on behalf of the Sheriffs’ Association; Ms. Robin
Pendergraff speaking on behalf of the FBI and Attorney General Roy Cooper; and Mr.
Tom Moss, Past President of the State Police Chiefs’ Association, all spoke in support of
HBA4.

As a member of this committee, Representative Hensley made a motion to give

the bill a favorable report with recommendation that it be re-referred to the Committee on
Appropriations; motion carried unanimously.

-2



There being no further business, Chairman Cox adjourned the meeting at
12:50PM. .

Respectfull mittd,

Repr'ésenféﬁiv@ﬁ.féslie Cox, Jr.
Presiding Chairman

Representative Daniel W. Barefoot
Chairman

Ferebee Stainback
Committee Assistant
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2001
H 1
HOUSE BILL 777
Short Title: Repeal Gastonia Firemen's Supp. Pension Fund. (Local)

Sponsors:  Representatives Harrington; Barefoot, Clary, Hilton, Kiser, Rayfield, and
Weatherly.

Referred to: Pensions and Retirement.

March 26, 2001

A BILL TO BE ENTITLED
AN ACT TO REPEAL THE GASTONIA FIREMEN'S SUPPLEMENTARY
PENSION FUND. '

The General Assembly of North Carolina enacts:

SECTION 1. Chapter 537 of the 1949 Session Laws, as amended by
Chapter 111 of the 1957 Session Laws, Chapter 51 of the 1975 Session Laws, Chapter
1016 of the 1983 Session Laws, and S.L. 97-161, is repealed.

SECTION 2. All funds remaining in the Gastonia Firemen's Supplementary
Pension Fund are transferred to the board of trustees established for the Fund, to be held
and administered as provided in Article 84 of Chapter 58 of the General Statutes.

SECTION 3. This act is effective when it becomes law.



Iva

Amending the terms of the Gastonia Fireman’s
Supplementary Pension Fund

The Firemen’s Pension Fund was established in 1949 to
provide firefighters with additional income for their retirement
years. Funding for the Fund comes from a statewide insurance
tax (approximately $25,000/year) and from a 1% base salary
contribution made by the City (approximately $45,000/year).
Under the funds guidelines, members who work until
retirement are eligible to receive $4.00 per month for each
completed year of service, for a maximum of $120.00 per

month.

The proposed Amendment would end the special payments to
Fireman’s Supplemental Pension Fund and replace it with an
increased level of contributions to the City’s 401(a) accounts
for Gastonia firefighters. The Pension Funds Board of
Trustees, following an independent actuarial study of the
Fund, has recommended this change. The number of personnel
eligible to draw from the Supplemental Fund would be frozen
as of July 1, 2009. Included in the amendment is a provision
that would add one retired member to the Board of Trustees.



RESOLUTION OF THE CITY OF GASTONIA
REQUESTING A LOCAL ACT AMENDING THE TERMS OF
THE GASTONIA FIREMEN’S SUPPLEMENTARY PENSION FUND

WHEREAS, the provisions of Chapter 537 of the Session Laws of 1949 (as
amended by Chapter 111 of the Session Laws of 1957, as further amended by Chapter 51
of the Session Laws of 1975, and as further amended by Chapter 1016 of the Session
Laws of 1984) establish the Gastonia Firemen’s Supplementary Pension Fund, which

) provides that each full time paid member of the Gastonia Fire Department who retires

under section 4 of said Act shall receive monthly for the remainder of his/her life an
amount equal to $4 for each year of service with the Fire Department, not to exceed $120

per month, and

WHEREAS, the members of the Gastonia Fire Department who are more than 9
years from eligibility for payment of unreduced retirement benefits under the North
Carolina Local Governmental Retirement Plan, by written ballot conducted during April
of 2000, have voted to request changes to the Supplementary Pension Fund as it applies
to them, which changes would include: suspension of additional benefit accruals for them
under the Supplementary Pension Fund; payment of the value of the benefits accrued for
them under the Supplementary Pension Fund (or alternatively, the rollover of such
payment to the City’s 401(a) Plan, if allowed by such plan); and the addition to the Board
of Trustees of a retired member of said Gastonia Fire Department; and

WHEREAS, a change to the Supplementary Pension Fund requires legislative
action by the General Assembly of the State of North Carolina. '

NOW, THEREFORE, BE IT HEREBY RESOLVED that the City Council of the
City of Gastonia requests the General Assembly of the State of North Carolina, during its
May 2000 General Session, to enact the appropriate legislation amending Chapter 537 of
the Session Laws of 1949 (as amended by Chapter 111 of the Session Laws of 1957, as
further amended by Chapter 51 of the Session Laws of 1975, and as further amended by
Chapter 1016 of the Session Laws of 1984) to provide, as indicated hereinabove, for the
changes requested by the members of the Gastonia Fire Department who are more than 9
years from eligibility for unreduced retirement benefits under the North Carolina Local

Governmental Retirement Plan.

This 1st day of May, 2000.

Jennifpr T. Siltz, Mayor -

S:\word\Resolutions\res1090gdoc



North Carolina General Assembly
Legislative Services Office

George R. Hall, Legislative Services Officer

(919) 733-7044

James D. Johnson, Director
Fiscal Research Division
Suite 619, LOB

300 N. Salisbury St.
Raleigh, NC 27603-5925
(919) 733-4910

Gerry F. Cohen, Director
Bill Drafting Division
Suite 401, LOB

300 N. Salisbury St.
Raleigh, NC 27603-5925
(919) 733-6660

. Goldman, Director
trative Division
9, Legislative Building

16 W. Jones Street
Raleigh, NC 27603-5925
(919) 733-7500

March 30, 2001

Dennis W. McCarty, Director
Information Systems Division
Suite 400, LOB

300 N. Salisbury St.

Raleigh, NC 27603-5925
(919) 733-6834

MEMORANDUM
TO: Representative Michael Harrington
FROM: Stanley Moo
Fiscal Researth Division
SUBJECT: Actuarial/Fiscal Note on House Bill 777

Terrence D. Sullivan, Director
Research Division

Suite 545, LOB

300 N. Salisbury St.

Raleigh, NC 27603-5925
(819) 733-2578

Repeal of the Gastonia Firemen’s Supplemental Pension Fund

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

Consulting Actuary and this Division.

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

cc:  Representatives Barefoot & Cox; Co-chairmen, House Committee on Pensions &

Retirement
House Principal Clerk

Attachment(s):

Actuarial/Fiscal Note, House Bill 777, March 27, 2001

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER



North Carolina General Assembly
Legislative Services Office

George R. Hall, Legislative Services Officer

(919) 733-7044

. Goldman, Director
trative Division i
9, Legislative Building

16 W. Jones Street
Raleigh, NC 27603-5925
(919) 733-7500

Gerry F. Cohen, Director
Bill Drafting Division
Suite 401, LOB

300 N. Salisbury St.
Raleigh, NC 27603-5925
(919) 733-6660

James D. Johnson, Director
Fiscal Research Division
Suite 619, LOB

300 N. Salisbury St.
Raleigh, NC 27603-5925
(919) 733-4910

March 27, 2001

Representative Michael Harrington
North Carolina House of Representative
Raleigh, North Carolina 27601

Re: Actuarial/Fiscal Note (Gastonia Firemen’s Supplemental Pension Fund)

Dear Representative Harrington:

Dennis W. McCarty, Director
Information Systems Division
Suite 400, LOB

300 N. Salisbury St.

Raleigh, NC 27603-5925
(919) 733-6834

Terrence D. Suliivan, 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 app'lica‘lble Rules of the

North Carolina Senate and House of Representatives,

we hereby submit an

Actuarial/Fiscal Note on the following: Repeal of the Gastonia Firemen's Supplemental

‘ Pension Fund.

A reliable estimate of the financial and actuarial effects of the foregoing proposal is as
follows: The Gastonia Firemen’s Supplemental Pension Fund is presently financed by the
transfer of assets from the City of Gastonia Firemen's Local Relief Fund and contributions
by the City of Gastonia. The Pension Fund presently provides supplemental retirement
‘benefit equal to $4.00 per month for each year of service not to exceed $120.00 per month.

With this repeal, all funds originating from the Gastonia Firemen’s Local Relief Fund will
be transfer back to the Gastonia Firemen’s Local Relief Fund to be used as allowed by G.

S. 58-84-35.

Actuarial Endorsement:

Charden W. i

Charles W. Dunn
Consulting Actuary
Raleigh, North Carolina

Sincerely,

Skl

Stanley Moore
Fiscal Analyst

Fiscal Research Division

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER



HOUSE BILL 777:
Repeal Gastonia Firemen's Supp. Pension Fund
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Committee: House Pensions and Retirement Introduced by: Representative Harrington
Date: April 3, 2001 Summary by: Theresa Matula
Version: 1* Edition Committee Staff

SUMMARY: House Bill 777 repeals the Gastonia Firemen's Supplementary Pension
Fund.

BILL ANALYSIS:

Section 1 of this bill repeals Chapter 537 of the 1949 Session Laws, as amended by
Chapter 111 of the 1957 Session Laws, Chapter 51 of the 1975 Session Laws, Chapter
1016 of the 1983 Session Laws and S.L. 97-161. These Session Laws provide a
supplemental retirement fund for the Fire Department in the City of Gastonia. The fund is
administered by a board of trustees composed of the following: (a) Chief of the Fire
Department of the City of Gastonia; (b) the Assistant Chief of the Fire Department of the
City of Gastonia; (c) two members of said board to be elected annually from the
membership of the Fire Department of the City of Gastonia, by a majority vote of the

Chief and members of the Fire Department; (d) the Accountant of the City of Gastonia. |

Section 2 directs the transfer of all funds remaining in the Gastonia Firemen's
Supplementary Pension Fund to the board of trustees to be held and administered as
provided in Article 84 of Chapter 58 of the General Statutes.

Section 3 establishes that this act is effective when it becomes law.

Legislative Séﬂic_es Officé - - Noﬁh Carolina General Assembly . Réséquh'DibiSfén,' 733-2578
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2001
H 1
HOUSE BILL 81
Short Title: Increase Death Benefit/Local Retirement. (Public)

Sponsors:  Representatives Tucker; Womble, Coates, Alexander, and Cox.

Referred to: Pensions and Retirement.

February 8, 2001

A BILL TO BE ENTITLED
AN ACT TO INCREASE THE DEATH BENEFIT FOR MEMBERS OF THE LOCAL
GOVERNMENTAL EMPLOYEES' RETIREMENT SYSTEM.
The General Assembly of North Carolina enacts:

SECTION 1. G.S. 128-27(1) reads as rewritten:

"(1)  Death Benefit Plan. — The provisions of this subsection shall become
effective for any employer only after an agreement to that effect has been executed by
the employer and the Director of the Retirement System. There is hereby created a
Group Life Insurance Plan (hereinafter called the "Plan") which is established as an
employee welfare benefit plan that is separate and apart from the Retirement System
and under which the members of the Retirement System shall participate and be eligible
for group life insurance benefits. Upon receipt of proof, satisfactory to the Board of
Trustees in their capacity as trustees under the Group Life Insurance Plan, of the death,
in service, of a member who had completed at least one full calendar year of
membership in the Retirement System, there shall be paid to such person as he shall
have nominated by written designation duly acknowledged and filed with the Board of
Trustees, if such person is living at the time of the member's death, otherwise to the
member's legal representatives, a death benefit. Such death benefit shall be equal to the
greater of:

(1)  The compensation on which contributions were made by the member
during the calendar year preceding the year in which his death occurs,
or

(2)  The greatest compensation on which contributions were made by the
member during a 12-month period of service within the 24-month
period of service ending on the last day of the month preceding the
month in which his last day of actual service occurs;

(3)  Repealed by Session Laws 1983 (Regular Session, 1984), c. 1049, s. 2;
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GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 2001

subject to a minimum of twenty-five thousand dollars ($25.000) and to a maximum of
twenty-thousand-deHars«($20;000)- fifty thousand dollars ($50.000). Such death benefit
shall be payable apart and separate from the payment of the member's accumulated
contributions under the System on his death pursuant to the provisions of subsection (f)
of this section. For the purpose of the Plan, a member shall be deemed 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 death benefit provided in this subsection shall not be payable, notwithstanding
the member's compliance with all the conditions set forth in the preceding paragraph, if
his death occurs

(1)  After June 30, 1969 and after he has attained age 70; or

(2)  After December 31, 1969 and after he has attained age 69; or

(3)  After December 31, 1970 and after he has attained age 68; or

(4)  After December 31, 1971 and after he has attained age 67; or

(5)  After December 31, 1972 and after he has attained age 66; or

(6)  After December 31, 1973 and after he has attained age 65; or

(7)  After December 31, 1978, but before January 1, 1987, and after he has

attained age 70.

Notwithstanding the above provisions, the death benefit shall be payable on account
of the death of any member who died or dies on or after January 1, 1974, but before
January 1, 1979, after attaining age 65, if he or she had not yet attained age 65, if he or
she had not yet attained age 66, was at the time of death completing the work year for
those individuals under specific contract, or during the fiscal year for those individuals
not under specific contract, in which he or she attained age 65, and otherwise met all
conditions for payment of the death benefit.

Notwithstanding the above provisions, the Board of Trustees may and is specifically
authorized to provide the death benefit according to the terms and conditions otherwise
appearing in this Plan in the form of group life insurance, either (i) by purchasing a
contract or contracts of group life insurance with any life insurance company or
companies licensed and authorized to transact business in this State for the purpose of
insuring the lives of members in service, or (ii) by establishing a separate trust fund
qualified under section 501(c)(9) of the Internal Revenue Code of 1954, as amended, for
such purpose. To that end the Board of Trustees is authorized, empowered and directed
to investigate the desirability of utilizing group life insurance by either of the foregoing
methods for the purpose of providing the death benefit. If a separate trust fund is
established, it shall be operated in accordance with rules and regulations adopted by the
Board of Trustees and all investment earnings on the trust fund shall be credited to such
fund.

In administration of the death benefit the following shall apply:

(1)  For the purpose of determining eligibility only, in this subsection
"calendar year" shall mean any period of 12 consecutive months. For
all other purposes in this subsection "calendar year" shall mean the 12
months beginning January 1 and ending December 31.

(2) Last day of actual service shall be:

Page 2 ) House Bill 81 - First Edition
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3)

4)

a. When employment has been terminated, the last day the
member actually worked.
b. When employment has not been terminated, the date on which
an absent member's sick and annual leave expire.
For a period when a member is on leave of absence, his status with
respect to the death benefit will be determined by the provisions of
G.S. 128-26(g).
A member on leave of absence from his posmon as a local
governmental employee for the purpose of serving as a member or
officer of the General Assembly shall be deemed to be in service
during sessions of the General Assembly and thereby covered by the
provisions of the death benefit, if applicable. The amount of the death
benefit for such member shall be the equivalent of the salary to which
the member would have been entitled as a local governmental
employee during the 12-month period immediately prior to the month
in which death occurred, not to execeed—twenty—thousand—delars
$20;000)- be less than twenty-five thousand dollars ($25.000) nor to
exceed fifty thousand dollars ($50,000).

The provisions of the Retirement System pertaining to adm1mstrat10n G.S. 128-28,
and management of funds, G.S. 128-29, are hereby made applicable to the Plan."
SECTION 2. This act becomes effective July 1, 2001, and apphes to deaths
occurring on or after that date.
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LEGISLATIVE ACTUARIAL NOTE

RETIREMENT
_aBILL NUMBER:  House Bill 81
‘-‘ORT TITLE: Increase Death Benefit
SPONSOR(S): Representative Tucker

SYSTEM OR PROGRAM AFFECTED: Local Governmental Employees’ Retirement System
FUNDS AFFECTED: Local Government Funds

BILL SUMMARY: Increases the Death Benefit for members of the Local Governmental Employees’
Retirement System who die while employed after one year of service. This bill will increase the death benefit

from one year’s salary with maximum of $20,000 to one year’s salary with a minimum of $25,000 and a
maximum of $50,000

EFFECTIVE DATE: July 1, 2001

ESTIMATED IMPACT ON LOCAL GOVERNMENTS:
Retirement System Actuary: Buck Consultants estimates the first year cost will be $1,646,473.

2001-02 2002-03 2003-04 2004-05 2005-06
Local Funds $1.6M $1.8M $1.9M $2.0M $2.1

‘eneral Assembly Actuary: Hartman & Associates estimates the first year cost will be $1,579,269.
2001-02 2002-03 2003-04 2004-05 2005-06

Local Funds $1.6M $1.7M $1.8M $1.9M $2.0M
ASSUMPTIONS AND METHODOLOGY: 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, 1999 actuarial valuation of the fund. The data included 112,431
active members with an annual payroll of $3.12 billion and 28,562 retired members in receipt of annual
pensions totaling $318 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, LLC
FISCAL RESEARCH DIVISION 733-4910
PREPARED BY: Stanley Moore
APPROVED BY: James D Johnson
‘@f S

DATE: March 14, 2001



HOUSE BILL 81:
Increase Death Benefit/Local Retirement.

BILL ANALYSIS
Committee: House Pensions and Retirement Introduced by: Rep. Tucker
Date: April 4, 2001 Summary by: Karen Cochrane Brown
Version: First Edition Committee Counsel
SUMMARY:

House Bill 81 increase the death benefit for members of the Local Governmental Employees'
Retirement System from a maximum of 320,000 to a minimum of $25,000 and a maximum of $50,000.

CURRENT LAW:

Under current law, a member who has completed at least one year of membership in the Retirement
System and who dies in service is eligible for a death benefit from the Group Life Insurance Plan, which
is administered by the Retirement System. The benefit is payable to the member's designated beneficiary
or the member's legal representative, if the beneficiary is not living at the time of the member's death.

The death benefit is equal to the greater of the member's compensation in the preceding calendar year or
the greatest compensation earned by the member in a 12-month period within the 24-month period
preceding the member's death, subject to a maximum of 320,000.

BILL ANALYSIS:

This bill amends the law to provide that the death benefit payable from the Plan shall be subject to a
minimum of $25,000. and a maximum of $50,000. All conditions of eligibility remain the same, as does
the process for computing the benefit.

This change would conform the death benefits payable on account of membership in the Local
Governmental Employees' Retirement System to those provided for members of the Teachers' and State

Employees' Retirement System.

This act becomes effective July 1, 2001, and applies to deaths occurring on or after that date.

¥

- Legislative Services Office _ Nor_'th Carolina General Assembly Reseéfch Division, 733-2578
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HOUSE BILL 4

Short Title: Law Officers' 25-Year Retirement. (Public)

Sponsors:  Representatives Hensley, Blue(Primary Sponsors); Allred, Barefoot,
Buchanan, Cansler, Cox, Goodwin, Grady, Johnson, and Sherrill.

Referred to: Rules, Calendar, and Operations of the House.

January 25, 2001

A BILL TO BE ENTITLED |
AN ACT TO ALLOW LAW ENFORCEMENT 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(b18) reads as rewritten:

"(b18) Service Retirement Allowance of Members Retiring on or After July 1, 2606-
2000, but Before July 1, 2001. — Upon retirement from service in accordance with
subsection (a) or (al) above, on or after July 1, 2000, but before July 1, 2001, a member
shall receive the following service retirement allewanee-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-one hundredths percent (1.81%) of his average final
compensation, multiplied by the number of years of his
creditable service.

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 30 years of creditable service, his
retirement allowance shall be equal to the greater of:
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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

2. The service retirement allowance as computed under
G.S. 135-5(b18)(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-one hundredths percent (1.81%) of his average final
compensation, multiplied by the number of years of creditable
service.

If the member's service retirement date occurs after this-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 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(b18)(2)a. but reduced by the sum of
five-twelfths of one percent (5/12 of 12%) 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

House Bill 4 - First Edition
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d.

2. The service retirement allowance as computed under .
G.S. 135-5(b18)(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(b18)(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:
"(b19) Service Retirement Allowance of Members Retiring on or After July 1, 2001.

— Upon retirement from service in accordance with subsection (a) or (al) above, on or

after July 1, 2001, a member shall receive the following service retirement allowance:

(@0)]

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.

I

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 years
of creditable service, the allowance shall be equal to one and
eighty-one hundredths percent (1.81%) 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
vears 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(b19)(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. 135-5(b19)(1)a. reduced by five percent (5%) times
the difference between 25 vears and his creditable
service at retirement.

g

(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:

House Bill 4 - First Edition | Page 3
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d.

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-one hundredths percent (1.81%) 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 vyears or more of creditable service, his

retirement allowance shall be computed as in G.S. 135-

5(b19)(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 vears of creditable service but prior to the
completion of 30 vears 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(b19)(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(b19)(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 equal to

the actuarial equivalent of the allowance payable at the
age of 60 years as computed in G.S. 135-5(b19)(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)."

>

(had

SECTION 3. G.S. 135-5(m) reads as rewritten:

Page 4
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"(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 credltable 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 G-8—35-5(b18)Hb-_G.S. 135-5(b19)(1)b. or
G-S—135-5(b18)2)e— G.S. 135-5(b19)(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 wntmg 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(b18) reads as rewritten:

"(b18) Service Retirement Allowance of Member Retiring on or After July 1, 2600;
2000, but Before July 1, 2001. — Upon retirement from service in accordance with
subsection (a) or (al) above, on or after July 1, 2000, but before July 1, 2001, 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 retlrement 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-eight hundredths percent (1.78%) of his average final
compensation, multiplied by the number of years of his
creditable service.

House Bill 4 - First Edition Page 5
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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 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(b18)(1)a. reduced by one-third of one percent
(13 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 bis 55th birthday; or

2. The service retirement allowance as computed under
G.S. 128-27(b18)(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-eight hundredths percent (1.78%) 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

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. 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 following

House Bill 4 - First Edition
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d.

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(b18)(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(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 5. G.S. 128-27 is amended by adding a new subsection to read:
"(b19) Service Retirement Allowance of Member Retiring on or After July 1. 2001.

— Upon retirement from service in accordance with subsection (a) or (al) above, on or

after July 1, 2001. a member shall receive the following service retirement allowance:

(00)]

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.

1=

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 years
of creditable service, the allowance shall be equal to one and
seventy-eight hundredths percent (1.78%) of his average final
compensation, multiplied by the number of vyears 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 vears of creditable service, his
retirement allowance shall be equal to the greater of:

1. The service retirement allowance payable under G.S.
128-27(b19)(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. 128-27(b19)(1)a. reduced by five percent (5%)

House Bill 4 - First Edition Page 7
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times the difference between 25 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.

I

@

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-eight hundredths percent (1.78%) of 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 vears or more of creditable service, his
retirement allowance shall be computed as in G.S. 128-
27(b19)(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 vears of creditable service but prior to the
completion of 30 vears 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(b19)(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. 128-27(b19)(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 vears as computed in G.S. 128-27(b19)(2)b.

House Bill 4 - First Edition
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d. 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:

() 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 G-8—2827(b18)b: G.S. 128-27(b19)(1)b.

or GS—12827b8He; G.S. 128-27(b19)(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
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
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(a) reads as rewritten:

"(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 instaliments on the last day
of each month. To qualify for the allowance the officer shall:

(1) Have (i) completed 36 25 or more years of creditable service or, (ii)
have attained 55 years of age and completed five or more years of
creditable service; and

House Bill 4 - First Edition | Page 9
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(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."

SECTION 8. This act becomes effective July 1, 2001.

House Bill 4 - First Edition




NORTH CAROLINA GENERAL ASSEMBLY
LEGISLATIVE ACTUARIAL NOTE
RETIREMENT

BILL NUMBER: House Bill 4
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, 2001

STIMATED IMPACT ON STATE:
etirement System Actuary: Buck Consultants estimates the normal cost will increase by .0059% of the

Teachers' and State Employee’s Retirement System

payroll of all members of the Teachers' and State Employee’s Retirement System. Buck Consultants estimates
the cost to fund the accrued liability cost will be .0262% of the payroll of all members.

General Fund 2001-02 2002-03 2003-04 2004-05 2005-06
Normal Cost Increase $423,189 $448,369 $475,047 $503,312 $533,259
Accrued Liability $1.879.247 $1.991.063 - $2.109.531 $2.235.048 $2.368.033
Total General Fund $2,302,437 $2,439,432 $2,584,578 $2,738,360 $2,901,293
-Highway Fund 2001-02 2002-03 2003-04 2004-05 2005-06
Normal Cost Increase $21,606 $22.,891 $24,253 $25,696 $27,225
Accrued Liability $95.944 $101,653 $107,701 $114.110 $120.899
Total Highway Fund $117,550 $124,544 $131,955 $139,806 $148,125
Receipt Funds 2001-02 2002-03 2003-04 2004-05 2005-06
Normal Cost Increase $127,564 $134,325 $141,444 $148,941 $156,834
Accrued Liability $566.,470 $596.493 $628.107 $661,397 $696.451
Total Receipt Funds $694,034 $730,818 $769,551 $810,337 $853,285



.

General Fund

Highway Fund
Receipt Funds

Total Retirement Cost
Separation Allowance
TOTAL COST

2001-02
$2,302,437
$117,550
$694.034
$3,114,021
$307.000
$3,421,021

2002-03 2003-04
$2,439,432 $2,584,578
$124,544 $131,955
$730.818 $769.551
$3,294,794 $3,486,084
$864.000 $1.261,000
$4,158,794 $4,747,084

2004-05 2005-06
$2,738,360  $2,901,293

$139,806 $148,125

$810,337 $853.285
$3,688,504  $3,902,703
$1.511.000  $1.634.000
$5,199,504  $5,536,703°

General Assembly Actuary: Hartman & Associates estimates the normal cost will increase by .010% of the

payroll of all members of the Teachers' and State Employee’s Retirement System. Hartman & Associates

estimates the cost to fund the accrued liability cost will be .025% of the payroll of all members.

General Fund

Normal Cost Increase
Accrued Liability
Total General Fund

Highway Fund
Normal Cost Increase

Accrued Liability
Total Highway Fund

Receipt Funds
ormal Cost Increase
ccrued Liability
Total Receipt Funds

General Fund
Highway Fund
Receipt Funds

Total Retirement Cost
Separation Allowance

-TOTAL COST

ESTIMATED IMPACT ON LOCAL GOVERNMENTS:
Local Governmental Employee’s Retirement System

Retirement System Actuary:

15-year amortization period.

Normal Cost Increase
Accrued Liability

otal Retirement Cost
eparation Allowance

Total Local Funds

2001-02 2002-03 2003-04
$717,270 $759,948 $805,164
$1.,793,175 $1.899.869 $2.012.911
$2,510,445 $2,659,816 $2,818,075
2001-02 2002-03 2003-04

$36,620 $38,799 $41,107
$91,550 $96.997 $102,769
$128,170 $135,796 $143,876
2001-02 2002-03 2003-04
$216,210 $227,669 $239,736
$540,525 $569.,173 $599.339
$756,735 $796,842 $839,075
2001-02 2002-03 2003-04
$2,510,445 $2,659,816 $2,818,075
$128,170 $135,796 $143,876
$756.735 $796,842 $839.075
$3,395,350 $3,592,455 $3,801,026
$ 305,770 $ 827986 $1.202.730
$3,701,120 $4,420,441 $5,003,756

2004-05 2005-06
$853,072 $903,829
$2,132,679  $2,259.574
$2,985,751  $3,163,403
2004-05 2005-06
$43,553 $46,145
$108.883 $115.362
$152,437 $161,507
2004-05 2005-06
$252,442 $265,821
$631,104 $664.552
$883,546 $930,373
2004-05 2005-06
$2,985,751 $3,163,403
$152,437 $161,507
$883,546 $930,373
$4,021,733 $4,255,283
$1.455.489 $1.736.614
$5,477,222 $5,991,897

Buck Consultants estimates the normal cost will increase from 5.27% of
payroll to 5.91% for a net increase of .64% of the payroll of law enforcement officers. Buck Consultants
estimates that the first year annual cost to pay the unfunded accrued liability will be $4,749,000 based on a

2001-02
$3,936,000
$4.749.000
$8,685,000
$ 717,000

$9.402,000

2002-03 2003-04
$4,189,872 $4,460,119
$5.055.311 $5.381.378
$9,245,183 $9,841,497
$2.035.000 $3,145.000
$11,280,183  $12,986,497

2004-05 2005-06
$4,747,796 $5,054,029
$5.728.477 $6,097.964

$10,476,273  $11,151,993
$4.045.000 $4.883.000
$14,521,273  $16,034,993



General Assembly Actuary: Hartman & Associates estimates the normal cost will increase from 5.27% of
payroll to 5.91% for a net increase of .64% of the payroll of law enforcement officers. They also estimate that

. the annual cost to pay the unfunded accrued liability will increase .83%.

2001-02 2002-03 2003-04 2004-05 2005-06
Normal Cost Increase $3,936,000 $4,189,872 $4,460,119 $4,747,796  $5,054,029
Accrued Liability $5.104.500 $5.433.740 $5,784.216 $6.157.298  $6.554,444
Total Retirement Cost $9,040,500 $9,623,612 $10,244,335 $10,905,095 $11,608,473
Separation Allowance $1.171.048 $3.074.468 $4.399.000 $5.742.029  $6.780.936

Total Local Funds $10,211,548  $12,698,080  $14,643,335 $16,647,124 $18,389,409

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, 1999 actuarial valuation of the fund. The data included 285,784
active members with an annual payroll of $8.4 billion and 102,939 retired members in receipt of annual
pensions totaling $1.510 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 a 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, 1999
‘actuarial valuation of the fund. The data included 112,431 active members with an annual payroll of $3.12
billion and 28,562 retired members in receipt of annual pensions totaling $318 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, LLC

FISCAL RESEARCH DIVISION 733-4910
PREPARED BY: Stanley Moore
APPROVED BY: James D. Johnson
e S

DATE: March 2, 2001
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HOUSE BILL 4:
Law Officers' 25-Year Retirement

BILL ANALYSIS

Committee: House Pensions & Retirement Introduced by: Representatives Hensley, Blue
Date: April 3, 2001 Summary by: Theresa Matula
Version: 1** Edition Committee Staff

SUMMARY: House Bill 4 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 amend Chapter 135 of the General Statutes regarding the Teachers and State
Employees’ Retirement System (TSERS).

Section 1 amends G.S. 135-5(b18) to specify that the benefits outlined under (b18) apply to the
Service Retirement Allowance of Members Retiring on or After July 1, 2000, but Before July 1, 2001.

Section 2 adds G.S 135-5(b19) outlining the Service Retirement Allowance of Members Retiring on
or After July 1, 2001. These amendments allow:

e members who are law enforcement officers, or eligible 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

e 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 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 (previously 30 years) to receive a reduced retirement benefit.

Section 3 amends the citations in the Survivor’s Alternate Benefit section to reflect the
amendments to G.S. 135-5(b19)(1)b. and G.S. 135-5(b19)(2)c.

Sections 4, 5, & 6 amend Chapter 128 of the General Statutes regarding the North Carolina Local
Governmental Employee’s Retirement System (LGERS). The amendments to G.S. 128-27(b18) and the
addition of G.S. 128-27(b19) are consistent with those made in Sections 1 and 2 of the bill. Consistent
with amendments to Section 3, Section 6 amends the citations in the Survivor’s Alternate Benefit section
to reflect the amendments to G.S. 128-27(b19)(1)b. and G.S. 128-27(b19)(2)c.

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
conforrnmg change from 30 years to 25 years of creditable service.

- Section 8 states that this act becomes effective July 1, 2001.

- Legislative Ser"i'z'ic'es' Oﬁég . * . North Carolina General 4ssémbly_ ‘A'_;' . R Res'ea%ch D.iiii;s:g'bn;'v7.\3‘3-.25.78



Rep. Hensley on House Bill 4, 25-year Retirement for Law Enforcement Officers

With this many officers in the room, I think I can say without contradiction that this is a
fantastic bill and that I would like to see everybody in here to vote affirmatively on this
bill.

Ladies and gentlemen, before 1 begin, and if you'll allow me, Mr. Chairman, I'd like to
especially welcome several people here—my Chief, Chief Tom Moss from Garner,
Sheriff Moose Butler from Fayetteville, and I believe I saw the U.S. Marshall for the
Eastern District, Mark Tucker, in the back. Mark, welcome here. But the real stars of this
bill are the uniformed officers that you see in here and that you don't see in here—the
ones that are out on the beat today protecting you and your families.

Ladies and gentlemen, imagine a job where, when you leave your work station, you have
to place a note in your chair that says where you're going and leaves a message to your
wife or husband saying, "I love you."

Imagine a job where as you approach a car that you've stopped, you have to put your
thumbprint on the left rear fender so that if you're killed in the line of duty, they'll be able
to trace that car to the people who ended your life.

Imagine a job whose motto is, "You win if you go home today alive after your shift."

The definition of law enforcement, Ladies and Gentlemen, is one week of boredom
followed by twenty minutes of sheer terror. And that's what these Ladies and Gentlemen
in here today face on a daily basis. They may ride around the City of Raleigh, the City of
Fayetteville, the County of Moore, and they may have no problems for a week—even two
weeks—and then comes that odd domestic call where Mary is fussing at Johnny for
pushing her and when you go to arrest Johnny, Mary jumps on your back with a knife in
her hand. "

Imagine that routine traffic stop at 4:00 a.m. in the morning when there're four males
inside of a car and a female officer has to approach that car and ask for license and
registration and check that tag. Or the drunk and the drug-crazed defendant that's out
there that these officers have to face on a sporadic basis. People in this room who are not
police officers don't have to worry about random violence. Every once in awhile—about
like a comet striking you—random violence strikes a member of this community. But if
you take a pair of dice and you roll and you get two sevens in a row, that tells you the
likelihood of a police officer getting jumped on or assaulted or spat upon or whatever by
somebody on drugs, somebody on alcohol.

Ladies and gentlemen, this bill does something that I think will help police protection in
this state for the rest of our lives and through our children's lives. Will it cost money?
Yes, it will cost some money. We have a fiscal report or an actuarial report that will show
you what it will cost not only for the State of North Carolina but also for each individual
jurisdiction. But the benefits far outweigh the cost of this bill. In recruiting and retention,



just in this city and in some others, I am sure—there are cities out West, cities from the
Midwest, and cities from the North who are recruiting our officers and offering them 25-
year retirement and 20-year retirement to come to that police department and take the 9-
months or 10-months of training that we've already paid for in our sheriff departments
and in our local police departments and take that to Seattle, or take that to New York, or
take that to Miami. We have people recruiting to take our police officers away from us.

Morale. Police officers are a lot like teachers. They don't get paid much. They are in the
job because they are dedicated. They are dedicated to law enforcement, they're dedicated
to honesty and right, and we depend on them to protect us on a daily basis. The rewards
for them are not forty hours a week and a salary. The rewards are that dedication, and the
way we can show how that dedication reacts and works for them is to give them a
retirement benefit that means something to them. ‘

Inefficiency and effectiveness. Police officers tell me over and over and over again that
when you get to be forty years old and you've got a kid in college, you're going to be less
likely to chase that 18-year-old down a dark alley when you don't know whether he's got
a screwdriver in his hand or a 45 automatic. When you're twenty-one, you're full of
vinegar, to clean it up a little bit, and you're a soldier and you enjoy that sort of thing; but
when you're forty and forty-five, you've got a wife or a husband or children to look after
and you don't tend to do the types of things that need to be done. That's no slap at older
officers. It's a matter of truth; it's a matter of practicality.

Producing a 25-year retirement bill out of this committee and out of this legislature will
actually reduce costs. It will make it economically effective for officers to retire after
twenty-five years and allow younger officers with lower salaries to come in and fill those
ranks. So that if you have a lieutenant or a captain who reaches twenty-five year
retirement—that's five years before we allow now—he or she can retire at that larger
salary, that higher salary, and you can bring in a lower lieutenant or a sergeant into that
position and it will actually cost the localities less. It will actually save money if the
localities will just give it a chance.

Now every state around us has 25-year retirement for its law enforcement officers—
South Carolina, Tennessee, Virginia. And most of the northeastern states and some of the -
western states have 20-year law enforcement retirement. We are the only state around
here that penalizes our law enforcement officers for being good, dedicated people.

Law enforcement officers have only about a 59-year life span. They only have about a
five year life span after they reach retirement because of the stress, because of all of the
things that call upon them as they do their job to protect us. If they were doing something
that wasn't necessary, it would be their choice; but having a good police force is
necessary to this state and to every locality in this state.

Ladies and gentlemen, I would ask you, I would beg of you, to show these officers out
here and the thousands that couldn't come in here—more than twenty-five thousand in
this state—I would ask you to show them that you care about them, you care about the



dedication that they provide, you care about the long shifts, you care about the danger,
you care about people spitting upon them, you care about people calling them names, you
care and you'll show your dedication to them by the dedication they show you by
granting them twenty-five year retirement.

I thank you.
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